163 Keraia Leg. Amembiy AUGUWT 81, 1078 cmm..mum; 164

(Extn, wic) Ind Amdt. Bill
IDr, V. A, Beyid Muhammad)

State in the circumstances that exist.
That being the position, howsoever
much respect I may have towards Mr.
Sreekantan Nair's statement and
sincerity, simply because certain point
of view is raised and certain people
want—including Mr.  Sreekantan
Nair—it cannot be done because there
are not the necessary conditions

Some time ago—you know 1t r:uch
beiter than me—the Government was
existing by a marow majority of two
Now there Is a difference of 31—81
and 49 or s0 When 1t hag become s0
well established and when for the
first time for five years, there 13 a
very fgtable, very effecive and very
useful Government operating, and
tontinuing to operate, under what
ground cen we say that there is a
breakdown of the constitutional
machinery? It 13 an essential
condition precedent for the intro-
duction of Presidenfs rule that
there must be g breakdown of the
constitutional machinery and the
existence of circumstances which make
it impossible to carry on the normal
constitutional government We are
far from )t In these circumstances, in
spite of the good intentions and
sincenity of Shn Sreekantan Nair, 1t
cannot just be done

Shri C H Mohamed Koya wanted
an assurance that election would be
held when the term of mx months
expires. I have already replied to
that point

I submit we have brought the Bill
because circumstances justify bringing
such a Bill giving extension for varioug
reasons which I need not repeat Even
though very good suggestions were
made in all earnestness and sincerity,
i the circumstances explained, I um
not in a position to accept them I
#ifank all the members who have parti-

fundatniental significance. Thanking
theehh, T commend the motion for
acoeptance.

m.mm The gquestion ts:

“That the Bill to provide for the
further extension of the duration of
the present Legislative Assembly of
the State of Kerala, be taken into
consderation”.

The motwon was adopted

MR SPEAKER We take up clause
by clause consmideration There are no
amendments The gquestion is

“That Clause 2, Clause 1, the
Enacting Formula and the Title
stand part of the Bull",

The motion was adopted

Clauge 2, clause 1, the Enacting For-
mula and the Title were added to the
Bll,

DR V A SEYID MUHAMMAD I
beg to move
“That the Bill be passed”
MR SPEAKER The question is:

“That the Bill be passed”
The motion was adopted

12 43 hrs.

CENTRAL SALES TAX
MENT) BILL

(AMEND-

MR SPHEAKER We will now take
up the next item, the Central Sales
Tax (Amendment) Bill Shr1 Pranab
Kumar Mukherjee

SHRI N SREFKANTAN NAIR
(Quilon) On a point of order This
Bill 18 against art 286 of the Consti-
tution Article 286(1) says’

“No law of a State shall impose,
or authorise the imposition of &
tax on the sale or purchase of goods
where such sale or purchase takes
place—(a) outdide the Btate; or (B)
in the course of the import of e
goodg intp or export of the yools

of, the territory of Indix”.
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Clause (2) of article 286 says that
Farlisment may be law formulate
‘principles for determining when a
sale or purchase of goods takes place.
In other words Parliament is em-
powered only to lay down norm which
we should comply with. Article 286
is meant for that purpose. This
legislation is infended to deny to ihe
state government the right to formu-
late itg law regarding saleg tax: It is
not laying down norms; it is in fact
negating them. That is not the
purpose of that article and the purpose
of the Constitution is defeated by
bringing in this bill, further all the
state governments are seriously
affected by the restriction intended
to be imposed and this would also
go against the twenty-point program-
me of the Prime Minister because
the prices will shoot up when multi-
point sales tax is realiseq in place of
a single point tax. The Supreme
Court has also given a ruling that the
state governments are empowered to
levy tax on goods sold within the
State before they are sent outside.

THE MINISTER OF STATE IN-
CHARGE OF THE DEPARTMENT OF
REVENUE AND BANKING (SHRI
PRANAB KUMAR MUKHERJEE):
This is only an amending Bill to the
Central Sales Tax Act which has
already been passeq by this Parlia-
ment, Secondly this relates to gales
tax relating to export items on which
Parliament hag exclusive competence
and the state governments have no
authority. We are just trying to
extend those provisiong which have
already got the approval of Parlia-
ment, This is not a new piece of
legislation,

SHR] N. SREEEANTAN NAIR: Yoy
are denying the states; the constitu-
tion says that you can lay down cer-
tain norms; but you are denying the
states their revenues,

SHRI PRANAB XUMAR MUKHER.
JEE: We are laying down a principle
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in respect of exports and Parlizment
has this authority; it is laid down in
article 288 (2).

MR. SPEAKER: So, let us procead
with the Bill in view of this. Besides
we are not determining the constitu-
tionality or otherwise of the provi-
sions,

SHRI N. SREEKANTAN NAIR; I
am also not in expert on constitu-
tion but I know that this Bill harms
the interests of states.

MR, SPEAKER: We shall take up
this Bill now. Two hours have been
allotted. The hon. Minister.

THE MINISTER OF STATE IN
CHARGE OF THE DEPARTMENT OF
REVENUE AND BANKING (SHRI
PRANAB KUMAR MUKHERJEE): |
beg to move:

“That the Bill further to amend
the Central Sales Tax Act, 1956, be
taken into consideration.”

Sir, under Section 5(1) of the Cen-
tral Sales Tax Act, 1858 a sale or
purchase of goods is regarded as a
sale in the course of export of those
goods out of the terntory of India
only if such sale or purchase hag eit=-
her occasioned such export or is

India. In the case of Md. Serajuddin
Vs. State of Orissa, the
Court held in April, 1975 that under
this section, the sale by an Indian
exporter from India to the foreign
importer alone qualifies as a sale in
the course of export.
]

According to the Export Control

Orders, exports of certain goods can

dium sectors, have to depend upom
export houses for exporting the goods
because of the spocial expertise



167 Central Sales Yoz

* {Shri Pranab Kumar Hukhedee}

needed for carrying the export trade.
A sale of goods made to the canalis-
ing agency like the State Trading
tion or to an export house for
{he purposes of export of those goods,
in compliance with an existing con-
traet oy order, is inextricably con-
nected with the export of the goods.
In view of the restricted interpreta-
tion placed by the Supreme Court
in ‘the oforesaid judgment, galeg of
the above nature to such canalising
agency or the export house do not
qualify as sales in the course of ex-
port and are thus liable to sales tax.
This would result in a corresponding
increase in the price of the goods
and would make qur exports uncom-
petitive in the fiercely competitive in-
ternational market. It is, therefore,
oposed to amend the Act retrospecti-
5:1,» from 1st April 1976 to provide
that the last sale or purchase of
any goods preceding the sale or pur-
chage occasioning export of those
goods ou: of the territory of India
shal}] also be deemed to be in the
course of such export if such sale or
purchase tock place after, and was
for the purpose of complying with,
the agreement or order for or in re-
lation to such export.

.Bir, sub-section (2) of Section 9 of
the Act empowers the sales tax
guthorities of the States to assess,
re-assess, collect and enforce pay-
ment of Central sales tax. The said
puthorities under the exercise of all
the powers which they have under
these laws. State sales tax laws in-
cluding, inter glia, the powers to
impose penalties, for the purposes of
the Centra] Sales Tax Act. In the
case of Khemka and Co. (Agencies)
Private Lid. Vs. State of Mahara-
shtra, the Supreme Court in its maj-
oﬂty judgement ruled that the pro-

of the State sales tax laws
ab to penaltiés do not upply for the

w of the Cantrllhlutlx.ln

#iis jud £, ¢ State
’mmhthnpm-

auausfn ume

blmnthﬁdu;tordunﬂthaw-

breaches under the Central Sales Tax -
Act. Tt is, therefore, proposed fto
amend Section ¥ of the Central Sales
Tax Act to provide expressly that
the provisions relating to offences and
penalties under the general sales tax
law of each State shall, with neces-
sary modifications, apply in relation
to the assessment re.sasessment, col-
lection ang the enforcement of pay-
ment of tax under the Central Sales
Tax Act. The penalties which bhave
been levied in the past for the pur-
poseg of Centra] Sales Tax Act, on the
basis of the provisiong of the general
sales tax laws of the State are also
sought to be wvalidated.

The opportunity of amending the
Act in the above respects is also pro-
posed to be utlised for making the
following other amendments: —

(i) Crude oil and certain cereals
and pulses are proposed to be
included in the list 6f goods
declered to be of special
importance in inter.state trade
or commerce. The result of
such inclusion Iin the list of
declared goods would be that
the rate of sales tax on these
commodities cannot exceed
4 per cent. It ig also porposed
to be made clear by amend-
ing Section 15 of the Act
that paddy ang rice wil not be
treated as separate items for
the purposes of levy of sales
tax and that there would be
no double taxation once at
the paddy stage and again at
the rice stage. It is also pro-
Pesed to be clarified that the
phlses included in the list of

whether with or without
husk, shall be treated as a

" “prrboses & Tovy gm‘ﬁ%;
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() Two new definffons of the

(iti)

(iv)

expresgions “business” and
“crossing the custoras fron-
tiers of India” are sought to
be inserted in the Act. The
definition of “business’ is to
make clear that dealer carry-
ing on a business would be
liable to tax under the Aot
whether he carries on such
business with or without
profit motive. “Crossing the
customs frontiers of India” is
sought to be deflned as cros-
sing tha limits of the area of
a customs station in which
imported goods or export
gouds are ordinarily kept be-
fure clearance by customs
authorities, In the absence of
a definition, “customs fron-
tiers” in Section 5 has been
interpreted to be co-ter-
minus with the extent of the
ferritorial waters and this
gives rire to practical difficul-
ties to determine the question
whether at the time of sale
or purchase, the goods have
entered or crossed the terri-
torial waters.

The existing deflnition of the
term ‘dealer’ is proposed to
be substituted by a new com-
pichensive definition.

Section T of the Act is sought
to be amended to enable the
amount of security to be
demended, being computed in
the case of a dealer who
applies for voluntary regis-
tration under the Act. The
amount of security in such
a case shall not exceed the
fum equal to the tax which
could have been levied on
sales to such dealer in the
ecourse of inter-state trade or
commerce, if such dealer had
not been registered under
the Act. The security cannot
‘be demanded unless the dea-
ler has been given an oppor-
tunity of being heard.

(v) It is proposed to
lacuna in subsection (
Section 9 of the Act to pro-
vida for collection of tax im
respect of subssquent sals,
not exempt from tax under
the Act, which is made by
&n unregistered dealer, in the
State from which such sub-
sequent sale is effected.

Sir. the amendments proposed in the
Bill with respect to the definition of
‘sale in the coursc of export' is with
a view to give fill.p to our export trade.
The amendments with regard to crude
oil and certain cereals and pulses are
for the purposes of restricting the
incidence of sales tax op these ltems.
The other amendments are with a
view to tightening up the adminis-
tration cf the law.

L]

Sir, 1 trust the House will unani-
mously accept the Bill.

Sir, I move.
MR SPEAKER: Motion moved:

“That the Bill further to amend
the Central Sales Tax Act, 1856, be
taken into consideration.”

MOHAMED KOYA

oppose this Bill,
moved by Shri Pranab Kumar
Mukherjee. The Amendment Bill,
among other things, tries to amend
section 5 of the Act, which deals with
the exemption of sales and purchases
of goods taking place in the course
of export and import. If this amend-
ment is passed into law, purchases of
goods by exporting agencies will be
exempt from sales tax.

SHR1 C H.
(Manjeri): Sir, I

The Sta'e Government of Kerala
have written to the Government of
India as late as on 26-7-78, &tating
that this Bill will affect their finances
very heavily. The proposed amend-
ment will have very serious impact
on the State’s finances.
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a small State which has no such
sdvantages. In that background, the
scheme adopted by the Kerala State,
in the State Sales Tax law, is largely
a single point levy to enable it to
tax goods effectively at an identifiable
point and with an identifiable dealer,
with lesser chances of evasion. In
this scheme, meany small dealers are
left out of the group. The peculiar
problems the State Government will
have to face do not seem to have
been fully appreciated while drafting
the amendment, or even when the
Kerala State Minister pointed it out
in person to the Minister of State for
Finance. Most of the exports from
Kerala are plantation crops like pep-
per, ginger, cardamom, cashew and
marine products, which have no com-
petition m the export market. At
present these items are liable to sales
tax at the last point of purchase in
the State, that is purchase by ex-
ports, They arc the best identifiable
persons and the levy will be effec-
tive. The State Government is getting
an annual revenue of Rs23 crores
from the above levy. This levy, based
on past experience, has been in ex-
istence for the last twenty years,
and it did not have any adverse im-
pact on the export trade, mainly be-
cause we are hsving a near monopoly,
and the demand is not responsive to
slight wvanations in prices.

The anxiety of the State Govern-
ment about the adverse effects of the
proposed amendment had been
brought to the notice of the Govern-
ment of India, as stated by me earlier,
as back as 26/7/76 in the D.O. letter of
the State Finance Minister. Then the
Btate Minister took the trouble of
coming to Delhi and explaining the
positien to the Central Minister in

person,
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. The proposed umetrdment will heve .
vary seriour impact on the State’s
finances. To fund the current years
plan, we are ralsing additional re-
sources of the order of Rs. 20 crores,
and we liave also agreed to improve
the financial position by another Rs, 10
erores by way of economy in expendi-
ture and arrear collections. Even thien
there will be a sizable uncovered gap.
For financing the Plan in the coming
two years, the State Government
stand committed to raise nearly Rs. 47
crores over and above thig year's com-
mitment. The further erosion of our
revenue by the proposed amendment
by Rs. 23 crores will make it impos-
sible to finance the Plan, which even
at the present leve] does not meet our
reasonable requirements.

Therefore, I would request the
Minister to accept the amendment
moved by some hon. Members from
Kerala, belonging to all parties, or
at least accept the amendment of Shr:
Stephen, which ir an enabling provi-
sion

MR. SPEAKER. Shri Stephen.

SHRI C M. STEPHEN (Muvattu-
puzha): rose

MR SPEAKER.
sion of the House
after lunch,

He 1s in posses-
He can speak

13 hrs.

The Lok Sabhg adjourned for Lunch
till Fourteen of the Clock.

The Lok Sabha re-assembled after
Lunch at Fourteen of the Clock.

[MR. DEPUTY-SPEAKER in the Chair]
CENTRAL SALES TAX (AMEND-
MENT) BILL—Contd.

MR. DEPUTY-SPEAKER: Shri
Stephen.
o W §OE (Twiw) ; IuTeaw
wgaa, g Tar qar we § fie wpyies
nfedt s wqgfer omafadt o
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fwdaw & wr ot mft o1 @} § 1w
gfieer onfirt ¥ ark % agt #1§ dvedneven
w6 &, whiferd 57 0 S T o w@r
...

MR. DEPUTY-SPEAKER: Order
please. I have not called him. I
have called Shri Stephen. You can-
not take me by surprise in this way.
I have no notice of it, I know nothing
about it. There is other business
before the House. If you have any-
thing to say, you first convey it to me
in writing. Shri Stephen,

st TW §  IqTHE wEw,
FY TR ofYow T G ITE &5 FT TEW
AR F 7T 74 &, AT g & aw Ay
o ar @i g & g g 5 ag fawr
oAV Fgr Ty WY 9w fEar @y, .

MR. DEPUTY-SPEAKER: Order,
order. I am not able to follow any-
thing. Nothing of this will go on re-
cord. If there is anything, you kind-
ly convey it to me in writing, not in
this manner, I do not understand what
¥ou are saying.

SHRI RAM HEDAOO: * *

SHRI C. M. STEPHEN (Muvat-
tupuzha): Mr. Deputy-Speaker, while
I rise to speak on this Bill, I must con-
fess a feeling of dismay and consi-
derable mental disturbance when I
think of the consequences after the
Bill is matured into law. In my view,
it runs against the basic principles
which should govern the Government
of a federal structure. It runs agamst
the basic concept that, when Parlia-
ment defines a particular thing, the
definition must be truthfully done.
“The consequences of this will be that
the economy of the different States in
the country will be shattered on the
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one hand, and g large circle of ths so-
called exporters besides the public sec-
tor exporting houses will have consi-
derable benefit at the expense of the
exchequer of the different States.
These are the three implications of
this Bill as far as I could see it.

Now I am concerned mostly with
Clause 3 of this Bill which seeks to
define what exactly 18 a transaction in
the course of export trade. This de-
finition 18 sought to be incorporated
into the Bill in exercise of the autho-
rity vesteq in Parliament under arti-
cle 286(2). Article 286 prohibits im-
position of any tax on sale in the
course of export and import, and sub-
article (2) gives the power to Parlia-
ment to formulate the principles for
determining when a sale or purchase
of goods takes place in any of the
ways mentioned in the said sub-
clause.

This has been a controversial point
for quite a Jong time ever linoe the
Constitution was enacted as to what
exactly would constitute a sale in the
course of export or import and there
have been umpteen rulings, quite a
large number, and given in quick suc-
cession by the Supreme Court of India
defining what exactly is a sale in the
course of export or import. I should
say that this is one of the items on
which the view of the Supreme Court
has been consistent right through, and
this definition given by the Supreme
Court was accepted by Parliament
when Parliament enacted the Central
Sales Tax Act. The definition was
given by Parliament by section 5 of
the Cential Sales Tax Act. Sub-sec-
tion (1) and sub-section (2) in the
original Act are now being retained,
besides what exactly should be deem-
ed to be a sale in export and import-
Now, a third sub-section is sought to
be iIncorporated. I can understand if
you say that section 5 is deleted and
another principle is being brought in.
Sub-section (1) and sub-section (2) of
section 5 are being retained. And thig

*+*Not recorded,
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section says that a sale or purchase of
goods shall be deemed to take place
in the course of export of goods out
of the territory of Indie only 1f the
sale or purchase either occasions such
export or is effected by transfer of
documenty of #tle to the goods, ete.
etc. That is being retained. What 18
in the course of a sale across the bor-
ders of a State, what exactly should
be deemed to be an inter-State sale, 18
pointed out in section 3, and section 3
is being retained. Section 5 is also
retained. These sections are in con-
sonance with the dictums spelt out by
the Supreme Court of India—they are
not at all taken away. Now, a third
sub-clause says that, even if your sale
does not occasion the movement of
goods across the borders of India,
acvross the customs borders of India,
even if your sale does not occasion a
sale 1n the course of export and im-
port factually, your sale, although it
is to a person in this country, can
still be deemed to be a sale 1n the
vourse of export and impeort. It 18
true that this Parliament has got the
power to define, but my humble plea
is that the definition that this Parlia-
ment gives, must be consisteni with
commonsense, must be consistent with
the legal dictum formally accepted.
must be consistent with what I would
call, legal proof and legal honesty. A
deemng provision should not be such
as to commit an act of intellectual dis.
honesty. A deeming provision should
not be a defining principle should not
be such as would run counter against
what reslly everyhody knows to be the

fact.

12 I sell my goods to you or to Mr.
Pranab Mukherjee, knowing well that
by the sale of the goods to Mr. Pranab
Mukherjee, the goods do not go across
the frontiers of the State no deeming
provision can convert my sale into a
sale across the border....

MR DEPUTY-SPEAKER: That is
only in execution of an existing

agreement.

(ARar) Bt Frod

SHRI ¢, M, STEPHEN: That I g
coming to.

But what I am submitting is: re-
taining both, retaining on the ome
hand and saying that only when this
happens, it will be this—that 15 what
is stated: “a sale or purchase in the
course of export out of the territory
of India only when the sale or pur-
chase has occasioned such exports™
That section is retained. You say,
Your sale can be deemed to be a sale
across the border in the course of ex-
port, only if that sale occasions the
transfer of goods. Only that. That i=
retained. After retamning that, you
say that in spite of that, a sale which
bas taken place prior to that shall also
be deemed to be a sale in furtherance
of the exyport sale. That is what I say
18 a conjecture which baffles all
understand:ng

MR. DEPUTY-SPEAKER:
they have qualifieq that.

I think

SHRI C M. STEPHEN; That I am
coming to. The point is whether 1t
occasions or not, That 1s the only
thing I vant to say about

Now, there are two principles spelt
out As far as inter-State sale 15 con-
cerned, the samg principle must
govern inter-State trade I m Kerala,
sell my goods to somebedy in confor-
muty with an agreement to sell it
across to somebody else Would that
also come under the same principle?
That does not come under the same
principle If this 1s the principle that
a sale which not only occasions the
transfer of goods or movement of
goods but a sale which is in confor-
mity or in fulfilment of an agreement
for export can also be deemed to be
a sale in the course of exports, then,
applying the same principle we will
have to concede that a sale within the
State in fulfilment of an agreement or
a sale occasioning the movement of
goods across the State can also be
covered by the same principle, There
cannot be two standards. That is why
I say, you keep one standard here and



197  Cenfral Sales Tor BHADRA 9, 1898 (SAKA)

you, take another standard some-
whereelse. One is in the course of
exports and imports between two
Btates and another is in the course of
exports and imports between India and
royntries outside. If a sale happens
1 be in the course of exports you
apply one principle. Then by apply-
ing the same principle, sale across the
Btate must also be a sale which is in
fulfilment of an agreement and putting
the goods across the States must also
be in the course of the inter-State
transaction That 18 not being done.
The other one 1s kept. For this the
onginal 1s kept. Then the third gne
comes Saying that the new principle
is important. This is highly baflling.
‘That 15 what I wanl to submt.

I have got my own doubt aboui the
constitutionality of this definition It
is true t1at the Parlilament has got the
power tu define a principle, but the
principle must be a principle. What is
the principle defined? You have
applied two standards. That 18 not a
principle. 1 have got my own doubts
against the constitutional validity of
it. It may be that the Government does
not care whether 1t is legal or not.
But cerfainly it revolts against my
.sense of propriety as a legislator
That is all I have to say about it.

Here it says that 1t 15 not only the
fina] sale but the sale preceding the
final sale will also be a sale for execu-
tion of an export contract, I, remding
in Kerals, sell to somebody in Cochin
in Kerala, something, on the basis of a
document which is produced, saymg,
thig is in fulfilment of an export con-
tract. ] sell it without realising sales-
tax. That man shows the contract to
hundredss of other people. He repre-
sents to them that this is in fulfilment
of export contract. This person sells
it to somebody else. He sells it across
the border of Kerala, He escapes
from the sales-tax from Kerala and
sells it to somebody in Madras, in the
course of inter-State SAles. What hap-
pens here? You camnot collect the tax
here because, here is a sale which is
claimed to be for a sale which will
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directly occasion export. Two parties
ate not the only ones involved in it.
A thind party comes In; an interme-
diary comes in. 1 hang on to a parti-
cular agreement which he bas got. 1
believe it. I sell it without collecting
the tax. He shows the same thing to
ditierent people. He sends it round
the country to difierent States. He
escapes sales-tax He escapes sales-tax
in the other State, saying this is.
finally for export. Every State is thus
deprived of the tax. The dishonest
man will thrive, the treasury will
suffer, nobody will henefit by this.
You may consider the disastrous cong
sequences There 18 no security for
anybody 1 can't demand the tax. I
can't collect the tax. This is the
position here.

As far as my State i concerned,
tax revenue under sales-tax is Rs. 118
crores. Out of that, goods which
would be affected would come to
Rs. 23 crores. A poor State is thus
robbed of this amcunt of Rs. 23 crores.
They will not be able to collect the
tax. So much of its revenue s
denuded. My friend will say, we
will make some adjustment and give
the money tc vou. It may be that
you may give in the next five-year
plan but what about the future?
After aome days somebody else will
come ang this will beccme a part of
Indian statute and this will become a
part of history; everything would be
forgotten!

MR. DEPUTY-SPEAKER: You mare
unduly pessimistic.

SHRI C. M. STEPHEN: This is the
position we are coming to. This is
where I say that the federal pritwiple -
is violentlv violated: this is an area
where 1 have got the jurisdiction—
that area is sales-tax. Under Item-
82A of List No. I, you got the juris-
diction to collect your Central Sales-
tax. There, you are converting the
sale which is factually a sale within-
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+fhe State by a deeming definition into

n inter-State transaction ang you
@re taking away my right to collect
that tax and to give it in my own
State. That is merely because sub-
‘rule (2) gives you the power to make
4 definition and using that, we are
being denudeq for the whole thing
that is taking olace.

Finally, one more pomt and I have
done. What is the justification?
“They have specifically stateg that, us
far as the ST.C, the MMTC. and
.gJome export houses are concerned,
they are not able to compete in the
international market because of this
additionel charge, the levy. That is
he plea given. Therefore, to save
out the S.T.C. or rather to facilitate
the business transactions by the
S.TC. and by the chosen export
houses, you are bringing in the entire
circle of exporters witnin the protect-
ing provision. Is it necessary for you
to see the atom bomb to kill an ant?
Ig it necessary to build a China wall
to protect a squirrel? Is i1t necessary
for you to protect your ST.C. to
protect your selected export houses?
You could have made some other
provision about it. Immediately you
will now come out and say ‘I cannot
make an exemption because my
authority is only to spell out the
principle, under the Consti-
tution’. My good Heaven, are we
not amending the Constitution when
ever it is necessary” If sub-article 2
of Art. 198 would stand in the way
ang if we can amend so many
Articles, why not we amend that
Articles also and take the power and
devise it in such a manner that the
economy of the country and of the
States may not suffer. Therefore, for
Heavers sake, don't throw sub-
Article 2 at us and say that ‘we are
powerlsss’. But, the fact remains
that tle finances of the different
Btates will crash; they will become
desperite. That is the only source of
their revenue and it is on that source
*that you are laying your hands and
.Jou asre depriving the Btates of their
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inherent revenue in order to prdtect
these two sources. The effect of it will
be that the protection will not be
for these public sectors but thé pro-
tection will be for these undertakings
in the trade. Protection will be for the
black-money makers in this country.
Protection will be for these exportera.
With this cover, what will happen is
a complete anarchy in the matter of
sales-tax collection. Any dealer will
say he is protected. I have collected
it. Another dealer will say that he
does not believe in this agreement
ang that he will collect and finally
he will say that he will not pay be-
cause this hag been proved to be the
export trade. And so he will not pay
whatever he has collected, Finally
that boot will go to the export with
a sale-tax charged on it. Your pur-
pose will be even defeated. There-
fore, 1 say that this deeming provi-
sion is constitutionally irregular,
factually incorrect and it is violative of
the basic concept of certain legal
dictum, it 18 &8 misuse of an appellate
jurisdiction placeq on this Parlia-
ment and it will be disastrous
as far as State’s autonomy is con-
cerned. That 1s why we should
develop this rutual faith in our federal
economy. It is for this reason that I
started my speech by saying that 1
was completely and mentally disturb-
ed. I would stil] plead with the hon.
Minister to consider the amendments;
I have given to him and under the
enabling provision there is sufficient
flexibility wherehy the States could
be protected; the S.T C. also could be
protected; and so do not be firm about
this position. I reguest yocu to con-
sider this.

With these words, I conclude my
speech.

SHRI DINESH JOARDER (Malda):
Mr. Deputy-Speaker, Sir, while sharing
the views expressed by my friend Mr.
Stephen as regards the revenue, it is
going to be affpcted s6 far as all States
are concerned. It is not only going to
affect the revenue of Kerala but it will
affect most of the States in our country,

1 would like to draw the attention
of the hom, Minister to one thing.
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Earler, in the year 1972 there was
another amendment to the Central
Sals; Tax Law and at that time men-
tion was made about the arrears of the
Central Sales Tax that have already
been assessed but mot collected. Sir,
though black-money to the tune of
Rs, 1300 croreg has been unearthed by
the Central Government yet, I think,
the tax evasion has not been stopped
and the arrears have not been collect-
ed still. Huge unrecovered arrears are
stifl lying on the Central Sales Tax
account. By amending this Act,
certain exemptions to certain categories
of people are being given and they are
those big business houses who are in
the habit of evading taxes and huge
arrears have still not been recovered
from them.

. Sir, in respect of inter-State sales
the evasion of Central BSales Tax 18
there. The big business houses like
Bata ang Colgate have their manu-
facturing end purchasing centres in
different parts of the country. In the
case of Bata Shoe Company though
there was strike in their various fac-
tories for about three to four months
yet their overall sales did not
hamper. The reason behind this 18
that Bata Shoe Company makes
purchases from small manufacturing
units at Kanpur, Agra, Calcutta.
Madras, etc. These small private
manufacturing units put the Bata
company label on the shoes manufac-
tured by them. These smal] manufac-
turers have to surrender Thelr goods to
the big monopoly houses. Likewise 18
the case with Colgate. This company
makes the purchases of paste from
smail manufacturers and get affixed
the label of their own company. Now.
they are evading the Central Sales tax
by saying that these are their manu-
factured goods. They actually pur-
chase from the small manufacturers.
They pay them a very meagre amount,
‘These gmall units are not able to
maintain themselves and they are sell-
ing their products to the big monopoly
houses. Thereby, the Government is
being c¢heated and the small manu-
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facturers are also being cheated. In
this process of inter-State sales, they
purchase it from Agra ang taks it to
Calcutta and they simply put the label
saying ‘it js our own msanufacture’.
The label is of the Bata Shoe Company.
The small manufacturer puts the label
also for them ‘Bata Shoe Company:
‘Colgate Tooth Paste’ and so on and
send them to the headguarters of these
big monopoly houses. In this and
various other ways, there {s evasion of
tax There should be certain machi-
nery to take care of this and gee that
the evasion is stopped and arrears are
also recovered.

As a result of the inclusion of these
cereals, pulses and other agricultural
produce in clauses 7 and 8 of the Bill,
there is an indirect encouragement to
impose Central Sales tax ang State
sales tax on certain essential commodi-
tieg and food products, where at pre-
sent in many cases they have not im-
posed or do not impose and collect any
tax, Central sales tax or State gzales
tax.

You are going to exempt export
goods from tax. Today the Central
taxes and State taxeg on certain items
are also respongible for the high prices
of those items. On account of the ex-
cise duty, customs duty and other taxes,
sales tax and other taxes, on account
of the enhancement of the rateg of
thegse taxes, prices are  going up.
There has been a rise of 33 per cent
or 35 per cent on prices of cloth and
other garments. Similarly, Central
and State taxes are responsible for the
rise in price of other essential commo-
dities. You are imposing taxes on
these essential items and you are going
to exempt saleg for export purposes
from tax, only to give the benefit to
certain classes of traders, manufactu-
rerg or businessmen. You are not ex-
empting the basic and essential com-
modities from taxation. So 1 would
request that you specify in this con-
nection what are the essential com-

modities which are totally exempt.



18§ Central Siile; Tix

{Stri Dinesh Joarder]

Begarding security deposit, it is as
well that the provision has been liber.
alised. We are glad that certain con.
cessiong have been given to the small
trader. This question of security
deposit was raised on the earlier occa-
sion also. Now it is only on the basis
of an approximate assessment that
would be made that the amount ot
secunty deposit will be fixed.

Regarding harassment by certain
gencies while crossing inter.State
orders, by the railways or the trucks
or other means of transport, whether
you possess the sales tax certificate or
other documents, at certain checking
posts during inter.State traffic, this is
there. We also discussed it when we
were considering the inter-State route
permits. I know of a certain bona
fide consignor who bhad consigned a
wagon load of certain articles from
U.P. to West Bengal. He had valid
documents, sales tax cerlificale and
other documents for such tranship-
ments. Even then the local authority
would harass them saying ‘Produce
this produce that’. They examine
whether it is a genuine certificate or
a forged certificate. Due to the delay
coused in such operations, the con-
signee has to pay demurrage to the
railways and so on. The other harass-
ment is there. Therefore, I request
the hon. Minister to see that in the
course of inter.state sale and tranship-
ment, on the central sales tax account
no party is harassed unduly; that poinf
should be looked into.

Here, another definition has been
given, It is for the purpose of central
galeg tax. This will create confusion.
Business has been defined ‘any trade,
commerce or manufacture or any ad-
venture or concern in the nature of
trade, commerce or manufacture even
for their own personal, individual pur-
pose’. Even if a person manufactures
some thing for his own consumption,
it is covered. In rural areas bricks
are manufactured by the individual
for gonstruciién of his own house. If
you treat that as adventure or manu-
facture gnd if you do not take the
fact that it is being manufactured for
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his own individual u.;, it comes withe
in the meaning of this, clause. Then
it says ‘any transaction in coppection
with, or incidental or ancillary to,
such trade, commerce, manufacture
adventure or concern'—My district is
bordering on Bihar; certain persons
live on this side of the border. They
manufacture bricks in Bibar and carry
it to thuis side, to West Bengal; then
they are compelled to pay sales tax.
They have lands on that gide and
residences on this side; even if they
manufacture bricks for their own in-
dividual consumption, they have got
to pay sales tax for crossing the
border. This will confuse the mean.
ing. I have also expressed my view
ahout exemption. That will reduce
the revenue of the stateg concerned;
this will exclude sales in general for
export purposes That point should
be reviewed and reconsidered. I have
alreadvy mentioned ahout exemption
being granted to essential commodities
because prices rise hecause of taxation
on the part of the centre as well as
states Duties on essential articles
required for students for their educa-
tion and by the poor villagers and
other lower ttrata of society should be
exempted: they cannot afford to pay
duty on such articles which are needed
for their livelihood; and they should
be exempt from tax.

S pQ fex (W) - dgw A
Zan giEwz fam g adai m T § )
A& I fa 1 7sa <Fra @ 02 9 T
A1 & fr wisw wradehT wifee §
BRI AT WA Frar § 77 5 ST
gfway @ aga o ovar § farw W aow
¥ g2 wre o) Fad i v gl TeeT
¥ qow A Sat ool
farafs Sy figq | Fergrar gwre vt
wiw § ag N gifen fowr qufrar §
W7 AT FoX &g §; GAW S IENGT W7
farerer s § W @ Ay B )
oy fawr X @ ¥ @9 §§ T
§ fw g O QeI AR qror e g,
Iak =T g ey mifee ¥ gat &N
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R ww v AR ) X WTOT R gAR W
wt wonk feawi ¥ g w0 W
wavwr % wfir ot der dvw ¥ wAw
WHEATNY ¥T GATHTT ¥ QT T§T qg WY
€ i e sy ST R |
Ty farst wg off wnfas §, oot ofy
TP &0 ard v fr Fra v gz
R ¥ af gy, g o vy e
faor % aff &1 ¥ %) 937 ¥ Qur Y
awgs gy & fr foely W) oow o W
g § v dcw dxe ¥ ew AT § WX
N awarr ggwaT § ) # wn faw owy
@1 ¥ o wf) whT ST T TF
T Wa ST ¥ B0 w1 g ST g
I His way of expression was very
con vineing but there was no merit
in the argumen itself. a1 W IA
# wifear ag fiw § 1 IR
W o U fagr fy aw fesdw
ErRAN MTOHRINE FrIgw 1§55 A FeT
goareEs g | & wyw T g
afat farat Farer a3 & frgges- i
& secdid P stz os adft &1
a%ar |

SHRI VAYALAR RAV] (Chirayin-
gil): Can you say which are the items
which are benefited for export?

off g5 g : a8 faw qga &
ogex § | afex g wwe wgan F
Seedva d amrg AN agaard T
fawwd qed @ a8 u¢ s oF o wiwdz
e Af) L qrar | 4, s foewd QAT R
fon ¥ xog ¥ gen &vw w1 fagar
wwelt ¥ A gy arar | wde e
apn few % o A §, 5 ¥ v
Tt & T 1R wrmw @ dw
A ST Do v & T W e
e el i § wp e g
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1 #T PR § fe 3w Mo
¥ foq W vt PN wfgq | W@
3@ w1 N QY ey §3n TR
® Ffaw 7T w7 w77 AT § TW AT
grgee vt §1 gw A8 qgar & o
wftr ¥ e ot Faged wfed o
Zoq XX ¥ wrwq aga feAt o war-
wraY ¥ wed wd § vk qxrw Fqwgd
qAs WA e & xrow T et
& agT FAT AT W FTRTLHT
WAL FoT Wigg aifmdcadra®
awe we & faver fag g o

| § a9 Aen dxg WG w9
feear §iar ¥ <afag @ & ward &
T AE T WAy | Yewded
pefefrgur andd g @ New
s wifgd | WA © A @A G
Rt WI N ERAN T Y
ggaadt g3 € § | XX K@ H @A
wifgk o a8 adr avve g qwar ¢
wa Jem Evg faarn dwar gy s3I &
€ w9 WY YU KA A qz A 1 A9
¥ex Ev ¥ 7371 migfer wga e
&Y w0t Afatear =fgd

¥retq yew v Y wgelr ¥ o fawr

fast agas @, R w § e W
&gl THUA Afl AW %aT

t west & wr ¥ xa faw w1 @adT
@ g

SHRI D. K PANDA (Bhanjanagar):
Sir, as far as thus Bl 13 concerned,
there 1s nothing new. The parent Act
18 being amended as has been done in
the past. But it affecty mgny Stales
apd their Revenues. Thess guestions
have been rawed long ago, prior to the
last Sales Tax (Amendment) Bill which
was referred $0 a Select Commuitee in
1972. At that time it was groclaimed
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to the world, including the Select Com-
mittee, that it Is a very comprehensive
sales tax law under which the poor
people will not be affected, the essen-
tial commodities will be supplied to
people who are at the subaistence
level such commodities will be exem-
pted from tax and that a huge amount
wilt be collected as sales tax from the
big traders and monopoly houses.

When the Sales Tax Act came into
force, there was a case In which the
Orissa High Court gave a judgment
which was appealed against in the
Supreme Court by Sarajuddin. It s
pending for the last ten years. Gov-
ernment should take into consideration
these aspects when they, are going to
amend the law. At least in the Select
Committee stage In 1972 they could
have done something, but nothing was
done. The judgment of the Supreme
Court was delivered on 16th April,
19756 and this Bill is being brought
before the House on 26th August, 1976,
that is, after a delay of one year, 4
months and 10 days. Why was there
such a big lapse? This shows the
seriousness which Government attach
to these cases in spite of all what they
say.

There may be many such Serajud-
dins, big traders and monopoly houses,
which take matter to the Supreme
Court anq succeed Here I am one
with Shri Stephen. Only Shylocks and
big traders are getting the benefit, not
even the State, what to speak of the
ordinary people. The State is not
going to be benefited,

Take, for example, Orissa. Minerals
like manganese and ferro-vanadium are
being exported, It is done mostly by
private traders, private mine.owners,
some export houses, angd they can sell
it even to some individual They may
or may not sell it in a foreign country.
Yet those big traders, mine-owners
and export houses are going to be ex.
empted from sales tax.
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The arument given ig that because
we want to earn fore foreign
and because there is flerce competition
in the international market, we. want
to give more concessions, more mcen-
tives to the big traders, If at all you
want to give some incentive, it should
be to some selective items, and that
also when dealt with by the public
sector. Unless the Btate ia going to be
benefited no such gxemption should be
given, and certainly not to the big
traders. That is my first submission.

Secondly, I want to  point out that
three points were raised in that very
judgment. It says.

“The contract in each case between
the appellant and the Corporation is
inextricably bound up with the ex-
port The sale between the appel-
lant and the Corporation and the
export by ‘the Corporation to the
foreign buyer constituted one inte-
grated transaction. Second, the Cor-
poration has been interposed by the
statute for a hmited purpose between
the appellant and the foreign buyer.
Export cannot be made except by the
Corporation. The Corporation could
not have diverted the goods to a
buyer in India without violating
export and import control order.
Therefore, the sale is in the course
of export. Third, the contract
between the appellant and the Cor-
poration being on f.o.b, basis, the
property in the goods passed only on
shipment when the goods were in
the stream of export. There is
thus no sale in the taxable terri-
tory.”

We know how these people are re-
sorting to under involcing and over-
invoicing, If they had given the
articles to some other person and nof
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“'Therefore, titis 18 the argument
placed by Sirajuddin in thiy Orissa
High Court case, and now we are going
to uphold the contention of the Siraj-
uddine. So, Birajuddins and othera
like him are now going to be benefited
by this Bill. I am confident that the
Government will definitely not be in a
position to state .categorically that this
is the foreign exchange we are going
fo earn, this will be the national bene-
fit, this: will help the development of
our national income in this way. De-
finitely not. If the hon. Minister can
plate to show in what way we are go-
ing to be benefited, let there be a table
or some statement, but there is nothing
to show how we are going to be bene-
fited. As I have said, it is Sirajuddin
who is going to be benefited and so
many others like him.

As Mr. Stephen has pointed out,

there will be absolute anarchy. There-
fore, firstly there must be sales tax
levied on those traders who are selling
to some export houses. Secondly,
different items should be selected
whereby the State would not be put
to any loss of revenue. Thirdly, the
time has now come for having a fresh
look at this Act and bringing forward
comprehensive amendments to it,

I want to point out how these big
traders are cheating. The foreign
companies, multi-national corporations
like Hindustan Lever Ltd., have evaded
sales tax through wvarious dubious
means. I will give only one instance.
Recently the Branch Manager and
Branch Accountant of Hindustan Lever
were arrested for certain irregularities
and misappropriation of sales tax.

were released on a bail of
Rs, 50.000 and Rs, 25,000 respectively.
No press published this news. So,
there are so many loopholes in the
present Act, and they are taking the
maximum benefit of them. They not
only mvade tax, but they also misap-
propriate monpeys. Therefore, my
suggestion is that there should be g
comPrihentive Bill and #peclally,
assential commodities should not be
I:;lum within the purview of this

MR. DEPUTY-SPEAKER: Now, this:
is obviously a very important Bilk
Mr, Stephen hag raised very important.
and valuable questions supported by
other Members. But we have allotted
just two hours for this Bill. We- have-
nearly finished one hour out of that
I still have about 10 more speakers on
my list. I am shure, they all will®
make important points and the Minis-
ter has also to answer all these points.
I really do not know how we are going:
to do that within the next remaining
one hour. I do not want to fight every -
Member, giving him just five minutes.
because this is gn important Bill. I amy
just putting it to the House. I will
give each Member the mmmimum of 10~
minutes because I really do not believe-
that he can make effective points i
less than that much time.

Shri D. N. Tiwary.

ot fo o fa®rdt (Myrewiw) -
Fareae A, Fem vy witwde o A
oy agt 9T 9rar § SEET T
o ¢ f& w¥w ¥ sE% wifeww-
w1 weet aed A fewac fear 1 gar
e gz & fe gard ar Sfer
Wl & a s yfeEw wArde
# ¥r§ T SwAT g & g oW qAY
AT Yz A wT and Afe eEE
* pxfeft #fem ek | el €1 oy
* e it YA wY awelis g€ W Ted -
¥z o1 ot ferrar dar ard gar e fewr oy
fer & a F-xa® O Wwr A § ol
Rfwa & gawarg gy et S arpn ¢
& wiafy o & g e srew Feraer fareer o
g€ onfedy §% & arx oy gram F wwet
wtrory wrifigd anfis Gar e prar frer k-
fara At Tog ¥ WIEX sawl 27 WIT W
& ofre ey oft Ewar 36wy ars ey
wfea m Y sa nfte v i -
3 fura® frg fare ¥ v fiew o
@ {Tg 3T AT AR i qw -
ot ¥ & o qur gor ¢ 1 xafed
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7 N. SREEKANTAN NAIR
(BBEN: kit Doputy Soaker. Btr.
the mommg I raised ¥ point of order

brimging out the uncoptitutionality of
the amendment especially amendment

of s#tlon's, In the Sistement of
Objects and Repsons, Government
L

“This would make our exports un-
competitive in the flercely compe-
titlvg International markets.”

THhat is givén as the reason for amend.
ing section 5. But there is one as-
pect of this question. There are the
cohventional items of export which
have existed there all along and which
continue Lo exist without any help or
any additional incentive from the Gov-
erhment of Indla. Buch articles do not
Iave any competition because they are
virtually monopolistic. Why shou’d
» Governinent bring them in here? The
hon. Minister says that, if he excludes
them -he will have to exclude the
others also. That 1s not a fair ap-
proach to the problem. If it is only a
question of increasing the possibilities
of export or the gquantum of export,
thdse items whose export would not
be uffected by the sales-tax should not
be included. This is my first pomnt.

My second point is this. The state-
ment of objects and Reasons says that
this would result in enhanced exports
by bringing down  prices. Is this
enactment going to serve that purpose?
What he is now doing is, he is prevent»
ing the State from levying a single.
point duty and is driving the Btate to
levy a multi-point duty, which would
raise it ten-fold. And you will have
either to scrap the Constitution or do
away with the States in order to pre-
vent the States from levying a multi.
point duty. Instead of at one point it
the State Government raise it at 4 or
5 paints, begining with the cultivation.
Then where will the price ce at the
fina] stage? ‘'The system of levying a
tax at the fimal point has been intro-
duced bacause we did npot want any
harassment of the poor producer. We
will have to appoint so many officers,
an of officers that would be necessary
to collect the tax. So, the State Gov-
1702 L8--7.

(Amdt) Bill 194

ernments d to  have {4 of the
final point. If the hon. Minister says,
Dadn't ds it' of course, dur pople in the
State wiil be benefited. Thousands ef
officers will be appointed to colleet the
tax. But there will be harassment of
teris of thousands of small tradeca
Abpve all, both the export price as
well as the price of consumption artl-
cles inside India will also shoot up.
So, the very object of this enactment,
of this amendment will be defeated at
least in the case of clause 3.

There 18 another aspect to the quas.
tiotl also. It is going just counler to
the 20 point programme which says
that prices will be controlled. They
are allowing by this indirect method a
levy of an indirect tax which would
make the prices of essential commodi-
ties go up and naturally, poor people
will suffer. At least therefore, in the
case of Clause 5, the traditional arti-
cles of exports which do not face such
a competition in the international mar-
kets may be excluded. Or else, at least
the Government should take the power
to exempot such articles as are very
necessarv from the point of view of
the State. The Government should
take the power to exempt them so that
at a later stage they may discuss with
the State Governments to find cout
whether it is reasonable or not to ex-
empt such goods from the provis.ons
of section 5(3),

WOTT ¥ frg W (SrAEgR)
£ fawt w7 & @@ v § | 9® [
wont famr frfreet s & 31 4@
iz ¥ yera Wt of ? gt
¥ oY rordiz g & 1 O AY 9T AT SwET
g vt wdw & TAfle W%
TG | 7 27 WAL W PNV AT
wa A wdw 2 a6 et |
¢ 16 wWi®, 1976 W FUT 471
X7 stz wy Ty qar | dewT s O
v 9ﬂﬂtﬁm:‘;
waizw ¥ | SO
feafirg g€ orc dwwt TR ¥ o
qea gt | O ¥ Y reitie & ol
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feswa dar g€ ov 1 3@ are Trigaar
TSE FT THE FEAT-AE 97| 7Y ST
aqa‘ortr‘i'v:@?r%&ma}ww
& qaaar g fr s wrAdTT qeer 5w
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T A E | A AT GRT FIYACL 7T
%»f‘r ST ? Azd deF Za9 UFE 1956
¥ T 2, YFAT 3 QT qF ¥ faar
gAT § ¢
““..occasions the movement of
goods from one State to another or is
effected by 2 transfer of document of
the title of the goods during their

movement from one State to another
State.”
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q A §1 ZiadE at @ Der ar
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gz @ faar | 3 Ae® TaqrEade
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F qrg & TAFT gAAT FLT § |



397  Central Sales Tax BHADRA 5, 1898 (SAKA)

BHEI ¥, 8 MAHAJAN (Buldsna):
Mr. Deputy Speaker, Sir, the Central
Sales Tax Act, 1968, came into force
on ‘Tth January 1967, with the excep-
tion of section 15 which was introduc-
ed from October, 1968, It was enacted
under Article 286 of the Constitution.
provides for the levy, assessment
collection of tax on sale of goods
course of inter-State com-
and trade. The proceeds of the
have to be assigned to the States
under Article 269(g) of the Constitu-
tion. They are retained by the States
from which goods move as a conse-
quence of trade. This Act has prov-
ed to be a source of increasing re-
venue. The yield of the tax in 1960-
61 was about Rs, 23 crores; in 1970-
71 it was about Rs 137 crores; and it
is rising rapidly.

The Centra] Sales tax Amendment
Bill seeks to make important changes
in Sec. 2 to 9 and Sec. 14 and 15 of
the original Act. The definitions of
terms such as dealer, business and
customs frontiers of India have Leen
clarified and elaborateq or -e.drafted
and made comprehensive so as to
avoid difficuliies experienceq in the
operation of the Act. For instance, a
Government whether or not in the
course of Lusiness, buys sells sup-
plies or disir:butes goods for cash,
commission. remuneration dr other
valuable cons.deration, shall be deem-
ed to be a dealer for the purposes of
this Act, except in relation to any
sa'e, supply or distribution of sur-
plus, unserviceable or old stores or
materfals. The word Customs Station
which js now useg in the amending
Bill shall, in future, have the same
meaning as in the Customs Act of
1862, The old expression Customs
frontiers of India was interpreteq to
be coterminoug with the extent of the
territorial waters.

Exported or imrported goods are
checked in the customs station and not
&t the edge of the territorial waters.
The interpretafion put on the old ex-
pression gave rise to practical difficul-
ties. And therefore the new definition

HE
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gets over the awkward situation,
Section 3 of the amending Bill is very
important because it enables you to
et over a very serious difficuity
created by the judgement of the
Supreme Court in the case of Mohd.
Serajuddin versus State of Orissa.
(Interruptions) The Supreme Court
helg there that the sale of an Indian
exporter from India to the foreign
importer alone qualifies as a sale
under the Inter-States Sales tax
Act,

Now, according to Section 5 of the
original Act, the sale or purchase of
goods can qualify as a sale or purchase
in the export of goods out of the
territory of India and get exemption
from the sales tax only if the sale cr
purchase has either occasioned such
exporters or is by a transfer of docu-
mentg or title to the goods which have
crossed the customs frontiers of India.

The Supreme Court held otherwise.
The export business requires a lot of
very specialised knowledge. It re-
quires knowledge, for instance, not
only of the detailed conditions of trade
obtaining in foreign countriegs but also
knowledge of lawg regarding transport
of goods by land, sea, air, insurance
and sale of goods. Therefore, very
few people are able to conduct the
export trade of the country, in spite
of the fact that in our country we have
the Institute of Foreign Trade for
training the people to carry on this
export trade. It tends to be concen-
trated in the hands of agencies like
the STC or export houses. In the case
of small scale industries and medium
type industries; they are completely
dependent on such agencies, since they
cannot afford to keep in touch with
the foreign dealer which Iz heyond
their means or employ experig in the
field,

To export goods you have first to
arrange for sale to a canalising agency
such as the BTC or an expori house
which in turn arranges for theiwr export
to the foreign importer in compliance
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(Ehif Y. S. Malejan] e,
with an exlsting contrétf or
Hence both fhe trandactions fe, nist,
the sale to the S.T.C. or export house,
ang second, the sale by the S.T.C. or
export house to a foreigher, have to
be considered as inextricably eonnect-

ed with or in the course of the export
of ch goods. Both the transactions
have to be exempted as we want to
boost our exports.

This point has been clarifieq by
Bection 4 of the amending Bill. These
two sections, that is, three and four
are to be given retrospective effect
from 1st Aprfl, 1976 and will thus have
the effect of slightly lowering the
prices of export goods by the amount
of the tax.

Bir, sgome of the hon. Members Lave
preceded me, il I may say 8o, have
spoken from the provincial paint of
view. It is the Centre which has to
look after commerce, that is, the
imports and exports position. Due to
four-fold increase in ofl prices we were
dealt with a severe blow and our
balance of trade position became criti-
cal. In spite of tremendous efforis to
boost exports the year 1975-78 closed
with a deficit of more than Rs. 1050
crores. If the deficit continues at this
rate the country cannot remain in a
solvent condition. It {s, therefore,
from this point of view that both
the transactions should be exempted
from the gales tax. The amendments
that are proposed will in my view
reduce the cost of exports, make them
more competitive in the international
market and have an appreciable effect
on closing the gap in our balance of
trade which iz always g factor of
crucial importance in the growth of an
under-developed economy.

Clause 6 of the amending Bill has
also been necessitated by the judge-
mtottbesuprem.Cuurt!.nxhcnka
Co. Pvt. Ltd. versus the State of
Orissa. The court held that the provi-
slohs of the Btate sales-fax laws as

(AbIL) Bilt ¢ apm
o pechities Gid vof apgly for e
purposss of Central Saies Tax. The
original Balss Tax Act bad iw

fact empowerel the State salds-iax
autherities to assess, re-ussess, cellect
and enforce payment of the Oentral
Salés Tix law and authorived them to
exefeise all the powers which they bad
undér these laws (n their respective
States.

Lasily, Section 14 of the Central
Sales Tax declares certain goods to be
of special importance. It provides that
if they are taxed in any State the
rate of tax shall not exceed 4 per cent
of the sale or purchase price of the
goods, secomdly it shall not be levied
at more than one stage and thirdly
if such declared goods are scld in the
inter-State trade or commerce the tax
so levied shall be refunded to such
person in such manner and subject
to such conditions as may be provided
in any law enforced in that State, It
is & goog thing that clause 7 of the
Bill declares certain cereals and pulses
to be such goods of special importance
in the inter-State commerce but they
have included crude oil also. I am
doubtful hbout the utihity of including
thig item.

Our Deputy Leader raised so many
objections to the Bill. As regards the
constitutional validity, it can be look-
ed after by the Supreme Court. But
he said that the result of this Bill
will be thzt the finances of State
Governments would collapse. This is
an absolutely wrong statement. The
finances of States depend on the
yield from State sales taxes and not
the Central sales tax. (Interrup-
tions). ¥ know what I am talking
about. The yield from the Central
saleg tax is divided betwesn States,
but the main income of the Siates is
from the State sales tax, \ ,

S8HR] SHIVAJI RAO 8. \DESH-
MUKH (Parabhani): Central sales tax

is not divided among States.
SHRI Y. 5. MAHAJAN: It is.



ment) Bil while trying to remove the
anomalies or difficulties arising out
of different judicial pronouncements
has created, or is likely to create, cer-
tain strains in Centre-State relation-
ship due to the financial earnings of
the States being affected. There is
no doubt about it. I am not going to
go into the details of such strained
relations that might be caused. I am
sure the Minister in charge of the De-
partment of Revenue and Banking will
take care of it, but there should have
been more thought given, and more
consultalions he!d with the State Gov-
ernments concerned who are likely to
be affected.

I am aware that the views of cer-
tain Governments were invited and
there were detailed discussions 1n
respect of cerlain goods which are of
gpecial importance, special crude, to
which | am going to refer. There are
certain States which are likely to be
affected bevause crude oil is now to be
categorised as a declared good. Now,
what will be the result of it? So far
as imported crude is concerned, it
has been exempted and the problem
will not arise even in future. But as
regards indigenoug crude, whetber it
is in Assam Gujarat or Maharashtra
now, because of Bombay High, these
States arc likely to be affected. Now
80 per cent of the crude produced is
faxeq at the State sales tax rate of
per cent. Now when this is

cent. and so these States,

caused to their exchequer.

15.29 hre,
[Smxr G. VIBWANATHAN in the Chair]

The other point is about saies
which go into export and the exempt-
jon given to them under cl. 3. It s
true that now whether there are two
transactions or three transactions or
one transaction, from the manufac-
turer to the wholesaler, from the
wholesaler to the exporter, whether
the last exporter is the State Trading
Corporation or the export house, all
these transactions are now to be ex-
empt frotn payment of sales tax, Yet,
it would have been better if there
had been a further qualification to it
that even for the last exporter there
should be a timelimit. Such a time-
limit js there in the Bombay Salés
Tax Act also. If the last transaction
does not take place occasioning ex-
ports, if expcrts do not take place
within nine months of sales, it is sub-
ject to sa'es tax. So if exports take
Jlace within 9 months, they are ex-
empt even under the Bombay Sales
Tax Act. We should like that such
calculations should

gfven their suggestions that their pro-
vision should have been accepted.
Even at this late hour, the hon, Minis-
ter should consider the suggestion that
there should be a time limit and thea
along it should be exempt.
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part of the central goverrimient to
muﬂao?e Chief W'ot the
State ernments form
before making an mmdm” which
, sériously affecty the ecomomy of the
' States. 1 regret that the Central Gov-
ernment has not done this: this Bill
has come before us one fine morning
a3 a bombshell and this is going to
affect the States adversely; especially
my setate will be affected very severe-
ly. Mr. Stephen has pointed out that
' out of g total revenue of Rs, 119 crores,
at one match Rs. 23 crores are being
taken by the Central Government ang
glven back to the exporters and ex-
port houses in this country. The state-
ment of objects and reasons says:

“In other cases also, manufacturers
of goods, particularly in the small
scale and medium sectors, have to
depend upon some experienced &x-
port house for exporting the goods
because special expertise is needed
for carrying on export trade. A
sale of goods made 1o an export
canalising agency such ag the
STC or to an export house to
enable such agency or export house
to export those goods in compliance
with an existing contract or order 1s
inextricably connected with the ex-
port of the goods. Further, if such
sales do not qualify as saleg in
the course of export, they woulgd
be liable to State sales tax
and there would be 3 cor-
responding increase ip the price of
the goods. This would make our
exports uncompetitive in the fiercely
competitive international markets.”

I am prepared to accept their argu-
ment. Could be point out which are
the items which are going to be bene-
fited by this? Which items will suffer
in international market today be-
cauge of sales tax, One fine morn-
ing by this Bill Rs. 400 crores are
being taken away from different States
and given—to whom?—to private
exporters in the name of STC, Then
this i= being given effect to retros-
{ Jdrom 1962 onwards. How
much will be the savings for STC?

- AUGUST 34,10
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Which are export items teday.dy in-
ternstional maricet? Pepper and mar-
damiom are moncpoly items. Only two
countries produce pepper; it is almost
an Indian monopély. Cardamom
also—only India and Guatemals; it is
also almost a monopoly of India, We
were exporting marine products worth
Hs. 80 crores: our export of urine
products jumped from 80 crores to
Rs. 118 crores with sales tax. Tamil
Nadu, Kerala an< Andhra have in-
troduced sales tax. With a sales tax of
five per cent, to marine products ex-
ports have 1egistered an increase from
Rs. 86 crores to Rs. 118 crores, Did
they suffer because of sales tax? Have
they suffered because of sales tax?
No. CCI is importing cashew from
African countries paying Rs. 230 per
tonne. CCI is making a profit of,
30 per cent and selling it to the Indian
exporters. Yet, the export is going
up. They are objecting to the Kerala
Government taking 5 per cent sales
tax! Is the minister against any tax
on any raw material which is con-
verted into exportable commodity?
Suppose there is two point sales.
Then salez tax will come. You are
objecting to one point sale, saying the
price hag to be controlled But what
about two point sales? So, the argu-
ment is not convincing.

It is blatantly admitted that thig is
to boost exports But the fact re-
mains that 1t is only the monopoly ex-
port houses who are going to benefit
to the tune of Rs. 400 crores, apart
from the other benefits they are en-
joying. In the Serajuddin case, the
Supreme Court never sald that there
is anything wrong with the Constitu-
tion. Article 28 says:

“(1) No law of a State shall im-
pose, or autharise the impoaition of,
8 tax on the sale or purchase of
goods where such sale or purchase
takes place—

(a) outside the State; or

(b) in the course of the import of
the goods into, or export of the
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goods out of, the territory of
India.

(2) Parliament may by law for-
mulste principles for getermining
when a sale or purchase of goods
takes place in any of the ways men-
tioned in clause (1).”

It says, you should not tax something
which is exported. But it does not
prohibit a State from imposing sales
tax before that, This Bill is being
brought to defeal the whole inferpre-
tation given by the Supreme Court.
To protect whom? On the pretext of
helping STC, it is monopoly export
houses who are going to get the bene-
fit. It is to them that the government
is showing sympathy. The Bill says
this is to help the small ang medium
entrepreneurs. Where are they? I
saw an advertisement in the Times of
India where an export house iz invit-
ing everyboly to export through
them. We know what is happéning in
the fishing industry today. The hig
monopoly houses are eating up the
small antrepreneurs, by saying “You
export in my name”. As Mr. Stephen

pointed out, this is being done at fthe
cost of the State revenue. My State
is suffering teday We produce agri-
cultural commodities. But the mono=
poly houses are clever enough to evade

taxes Big companies like Good Year,
Firestone, Dunlop, etc., are not making
any sales in Kerala; their sales are all
outside Kerala. So, my State is Tos-
ing 40 per cent of the total sale of
rubber and we are not getting any
taxes. So, they know how to evade
the tax. By introducing this law, the
hands of the State Governments are
being tied. It is not merely a ques-
tion of Kerala, Maharashira, Gujarat
and even poor Assam will be affected,
because it exports tea.

I can say that this is not going to
boost up the exports. During the last
three years, the prices have gone up
and the quantum has gobe down, SO
.far as our exports are concerned. It
is not because of recession in industry,
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but due to other reasons, Will the
minister come forward next year and
say, “Because of this concession, our
exports have gone up by this much.”?
Can he identify the items whict are
going to be benefited by this?

So, I would appeal to the hon. Min-
ister that instead of rushing through
this Bill in the name of the STC and
the public sector, he should have pati-
ence enough to consult the State Gov-
ernments, because they are being ad-
versely affected by this measure. Of
course, Parliament can enact law
on this subject, On the ope hand,
the Central Government are writ-
ing to the States to raise fin=
ances for the Plan; on the other hand,
you are taking away the entire reve-
nue of the State. For a poor State
like the Kerala, sales tax is a hig re-
venue, and if you take gway that re-
venue, it will be very difficult even to
sustain. So, finally, I would appeal to
the Minister to postpone consideration
of this measure pending consultation
with the Chief Ministers, rather than
trying to help the monopoly houses
at the cost of the State revenue,

SHRI K. P. UNNIKRISHNAN (Ba-
dagara); Mr, Chairman, 1 speak more
in gorrow than in anger, because of
the act that my esteemed friend, Shri
Pranab Kumar Mukherjee, for whom
I have great affection and high re-
gard, had thought it fit to bring for-
ward such a Bill. I have nothing
against the principles of the Bill, but
he has chosen to rush through this
Bill without due consultation with the
State Governmentg and, if I may be
permitied to say so, without even
giving due time to this House.

I do not want to get involved in a
legal battle, the issue hes been very
ably argued by the Deputy Leader of
my party, Shri C. M. Stephen, and
others. But I think jt involves many
more fundamental considerations than
the mere legal questions involved.
Because, admittedly, it imposes a
crippling blow to the State finances
z:uhwmhandwmysmempuﬁ-

r
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So, while I would not grgue on the
point of it being unconstitutional or
otherwise, 1 would yndoubtedly say
that thiz was certainly not the as-
sumption, underlying the Constitution
of the Union-State relationship, of
the Union-State financial relationship.
Whether it was contemplated under
the Government of India Act, 1935, or
not, historically speaking and politi-
cally speaking, there were certain vi-
Hd assumptions behind our Constitu-
tion, when we called it a Union of
Btates, when we demarcated the func-
tions between the Union and the States
and also divided the finances of the
Union and the Btates. Bo, it would
be wrong to say or proceed under the
assumption that this is a unitary
State. In gpite of some legislation
here and there, 1 would say that it
would be historically untrue to say
that this hag ever beem a unitary
State! 1If it comes to that, I can say
there is no State known as India
What ig the concept of India? There
is no Btate known as India from Bad-
rinath to Cape Comorin, from Dwa-
raka to Manipur. This vast counhy
of ours has been historically condi-
tioned as an assemblage of regions,
as a quasi-federation. Whether po-
lhtically and constitutionally it 1s a
federation or not, what the federal
{eatures are, that 1s an entirely dif-
ferent question. So, 1 am unhappy,
extremely unhappy, that this bill
strikes at the very root of guch heal-
thy relationship between the Centre
and the States. 1 will come to that
later on.

I do not want to get involved in
the Serajuddin case, the legal impli-
cations of 1t and sg on. But, apart
from the Bupreme Court judgment,
one of the main considerations men-
tioned in the Statement of Objects
and Reasons is that it would pro-
mote exports. I have nothing ugainst
it, I am all for it. If there is an ele-

ment of wul i our Exports, it
will certainly have an infisifonary

impact, and all sorts of people will

-
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try to take sdvantage of the subsidy.
We shouid try to avoid it : It in said
that we have to make our goods com-
petitive in the world so we can
meet our requirements foreign
exchange for industrialisation,” mpin-
tenance imports and so on.

I do have certain objections and
reservations to the kind of stra
of export-led growth that j3 being
tom-tommed by some of the officials
of the Commerce Ministry, with in-
built import content, because that
will ultimately lead only to erosion
of our own foreign exchange re-
serves! This was also done by the
Ministry of Petroleum and Chemi-
cals at gne time. At that time no-
body paid attention to what was be-
ing said in Parliament, but now it is
realised that petroleum was not such
a thing to be wasted or burnt away.
I do not want to go into that.

I accept the promise that our ex-
port goods must be made competitive
in the international market. Prohab-
ly it has relevance to steel, engi-
neering goods, textiles, man-made
fibres and any number of manufac-
tured goods which we are trying to
push through in the jnternational
market, but I cannot say that it is
true of cur traditional exports. I
cannot say that it is true of goods
which have been exported since
time immemorial, goods which have
undoubtely been on the interna-
tional market with an Indian stamp,
There, if we suffer, if we can-
not compete the causes must be trac-
ed elsewhere, whether it i3 coir or
pepper. Take pepper, 99 per e¢ent of
the in India is produced in
Kerala. India ranks with Indonesia
as the only producer of pepper, and if
we lose in pepper, it is not because
of the cost advantage or disadvant-
age, it is because of other ressons.
Take coir. If other countties
looking for substitutes and there
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colr. Qr tske ginger or cardamom
where we compete only with guate-
mala, or lemen grass oil or marine
food exports. Is it only because of
the price factor? If you withdraw
4hig item and deprive the State Gov-
ermment of this revenue, are they so
- that exports will go up im-
mediately? I think no case has ever
been made out hereby the Commerce
Minister at any time that an advant-
age of this kind as is being contem-
plated in thig Bill is going to help
the exports of this country for push-
ing forward the exports of these
types of commodities. I would like
the hon. Minister, if he has any facts,
to share them with the House and
tell the States and the House whe-
ther this is true or not. Otherwrse,
I would say no case has been mude
out and these claims are fallacious.

Now, it has been stated that it will
help export houses. Well, if that is
the strategy of the Government, if
they want to help the export houses,
I have no quarrel, if they want to
maoke Birlas grow bigger! We know
where we began, with an investiga-
tion of the Dutt Policy Committee,
and we know where we are today. If
that is the policy, I have no quarrel,
but I do not know whether that s
the policy. 1If it is the policy to push
in DCM, Union Carbide and other in-
ternational cartels into the marine
fooq exports and allow the pioneers,
al] those who have struggled on the
Kerala coast, to be eaten up by these
big sharks, if that is the policy of
Shri Pranab Kumar Mukhsrjce, of
this Government, 1 have no quarrel,
but the facts should be taken as facts.

I am immediately concerned more
with the consequences for my own
Btate. Virtually, out of a revenue of
Ré. 200 crores for 1976-77, Rs. 23 cro-
res are going to be directly affected
with the passage of thiz Bill. We
will lose Rs. 28 crores out of it
straightway, and several crores by
way of refund. There might be other
States who lose more ar lems.
But I am here to say that we wiH lose
Ra. 38 crores.

(Amdt.) Bill

Are we mhy bt:bo ponalined for
our topography, because we produce
the kind of agricultural commodities
which ere primarily exported, be-
cause the high ranges of Kerala pro-
duce plantation crops, because the
middle lands of Kerala produce other
cash crops and because our coastal,
area provides marine products? Are
we going to be penalised far that?

That is why, as I said earlier, the
basis of Centre-State relations iz to
be clearly understood, We must try
to promote the cause of the Union
ang assumptions underlying the con-
cept of the Union, rather than trying
to strike at the roots of the Centre-
State financial relationship. Now,
this wil] only result in depriving the
State coffers of their revenues and
affect their financlal solvency. The
States have been exhorted by the
Centre, by Minister after Minister of
the Centre, to mobilise the resources
and, rightly, so. The Planning Com-
mission has been lecturing to them
about the need for mobilising resour-
ces. Under the present constitution-
al arrangements, whatever might be
the pattern tomorrow, there ig a large
area of responsibility, like, agrieul-
ture, education, forestry and minor
irrigation vesting with the States.
Today, I am sad to say that thig Bill
will only promote uneven develop-
ment because we in Kerala have con-
centrated on education and social
services, I do not know whether it is
the intention of the Centre or the
Minister that we should be walking
on the crutches provided by him in-
stead of mobilising our own resour-
ces.

aro

The most important peint that I
would like to make before I con-
clude is this. One of the most im-
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 Rangjit Roy. I do not want t6 go
into the detalls as to how industrial
Hcences have ‘been distribyted and
.how certain’ States or certain pockets
. have cornered industrial leences
and, consequently, growth has taken
place in certalp pockets, trade and
. industry has developed In certain
pockets, and consequently employ-
ment opportunities have come up in
certain pockets and, also, there has
‘been a marked increase in the State
' fevenues in respect of certain States.

‘Is it the policy of the Union Gov-
ernment to promote regional imbal-
ances because, ultimately, this kind of
a legislation is only going to promote
regional imbalances: instead of try-
ing to make the States more solvent
80 that they can mobilise more re-
sources? This kind of a Iegislation
will only lead to under-development
of a kind and also transfer of in-
comes which will strike at the very
roots of the present Centre-State re-
lationship. It will also lead to such
distortions and their long-range im-
plications have not been studied or
probably understood. So, I would
urge upon the Minister to exempt
such agricultural commodities as are
necessary, as are exported, so that it
will bring in these revenues to the
State Governments even §f it calls
for an amendment to the Constitu-
tion later. Also, if Parliament is em-
powered under article 286 to frame
principles, I do not understand how
it cannot provide exemptions, If

Parliament has the power to frame
such principles as are necessary under
article 286, I do not understand
why necessary exemptions cannot
be provided. Of course, I am not
a lawyer. Mr. Somnoth Chatterjee,
Dr. Seyid Muhammad, Mr, Tri-
vedi “dnd a large number of other
legél luminaries are here. It is
for them to discuss and decide. I
cannot understand how exemptions
-eatinot be provided, It should have
* ‘been better it it had gone to g Select
“tions sll Deen held earHer.- At Jénst,

Hsten to the agony of the States. If
we want to re-structure ths Centre-
‘State relationship, ly,
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SHRI" SHIVAJI * RAO ‘S. DESH-
MUKH (Parabhani): While rising to
congratulate the hon. Finance Minis-
ter for bringing forward a Bill .which
claims. to- plug .so many loopholes,
simultaneously I would like to draw
your attention that it has left so
many holes- free -through which  the
revenues can leak on a much larger
scale than he proposes to stop the
leakage.

It is true- that the export trade of
this country has to be encouraged,
the foreign earnings and foreign ex-
change accumulation have to in-
crease, hut it does not mean that the
earnings of foreign exchange by the
Centres should necessarily be gt the
cost of the States because we cannot
take a position in g Union and parti-
cularly a federation like ours that
those (States who  produce goods
which ure only meant for domestic
wmarket are free to levy any amount
of saleg tax which they wish and
those States who, in order to help
the patriotic cause of exports, in-
dulge in the luxury of manufacturing
the export promotion goods are de-
nied the basic advantage; and basic
right which any other State Govern-

ment anywhere in India shouldg ordi-
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narily- be - given. ' Therefore, if: there
are any means of -promoting- foreign
exports, this Bill, in fact, if I may
wsay so—the hon. Minister will please
excuse me—is - the - most - unfair cut
and if is the unkindest cut on the
practically precarious balance of pay-
ments position of the States and will
g0 a long way in denying the under-
developed States their rightful claim,

Besides this, when I started my
speech, I said that it ]Jeaves so many
loops with  so ‘many holes. One of
the basic holes fs:

When you-think of sale for export
there is no end to it and nobody
knows where this will stop. This is
left undecided, undefined and if I
may say so, it is in.a mess of confu-
sion because there is no means to
find out whether the sale is meant
for export or for domestic usé or for
self-consumption and so on. The
Bombay Sales Tax Act says that if
you fail to export within a specified
time then you will be liable to State
sales-tax. You are liable {o pay
sales-tax at a fixed rate which is fix-
ed by the State. But here this basic
element is being denied under the
spacious plea of foreign exchange ac-
cumulation, foreign trade promotion
and so on. I don’t know whether it
will promote foreign trade or accumu-
late foreign exchange, but I know that
it will accumulate greed, tax-evasion
and mischievousness. It will result
in denial of rightful revenue by the
State Government, So, the Minister
should do some re-thinking about fit.
Heavens are not going to fall if we
don’t pass the Bill today. All the
loopholes should be plugged. The
provision relating to sale for export
should be redrafteq properly with
great care to see that this does not
lead to tax evasion. Any federation
has to promote inter-State trade, It
is the duty of the august House to
hold the balance equal. Our Gov-
ernment and our Finance Minister
cannot do himself in the proverbial
role of a monkey trying to hold the
scales equal and, in the process if
one pan goes up, trying to eat bui-
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the otherl That surt of role
expetted of 3 federal govern-
Ytu ganhot use thiy goarb to
certain rightful revenue to the
Govermment.
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Assam, G}.ljmt and Maharashira are

rashtra trails thirg becauge of Bombay
High, We have recently passed a
legislation to say that all the territo-
Tia] waterg constitute Union Territory,
Oil is taken from the Union Territory
of India and not from the territory of
Maharashtra. There is no question of
payment of royalty to Maharashtra as
such. Therefore I beg to differ from
my friend Mr. Kailas when he ssid
that union government will give
royalty to the State of Maharashtra
for crude taken out from Bombay
High,

DR. KAILAS: I said that the Mtnis.
ter might say so, That is what I said.

SHRI SHIVAJIRAO §s. DESH-
MUKH: What is the use of Minister
asguring you something which he can-
not enforce later? Millions of tonnes
or barrels of crude coming out trom
Bombay High will help us earn any
amount of foreign exchange, It will
make us independent of crude imports
but it will not adg a farthung to the
coffers of the State Treasury of Maha-
raghtra! The ONGC sells crude to re-
fineries or manufacturers. Therefore,
the State Government of Maharashtra
is entitled to levy local sales tax on
such sales but under Central Sales
Tax even that right will be restricted
to the Centra] Rates, The sale by
ONGC is at 6 to 7 dollars. So, there is
already the element of .uhidy in the
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that even if it Is declareq as an essen-
tial and scheduled under
the Central Sales Tax Act, the levy..
of tax ghould remain at the same level
ag at present.

On commencement of the Act, what-
ever, rates of sales tax may be there,
1t ghoulg be the game, Apd that js the
purpose of the amendment which [
have moved, Thig is a most innocent
one. I think it may not cause any
serious damage to the reputation and,
more 50, may not cause any damage
to our hon. friend sitting here ang who
18 in charge of thus Billl,

The question is: whether the Bill
propoes to plug the loophole relating
to the protection of the State Govern-
ments. The enforcement of this sim-
ple Act—federal legislation—of Cen-
tral Sales Tax was supposed to be
done by the State Governments, In
the enforcement of the act, the State
Government levies a certaln penalty
or a certain compounding fine or cer-
tain fee. The Supreme Court judg-
ment came in the way to say that the
State Government, while administer-
ing the States Sales Tax cannot levy
the penalty and cannot order com-
pounding the fine ang all that. In this
respect the States have been protect-
ed, So far so good.

But, Sir, the other factor is relating”
to the dealer’s right to demand the
deposits from them. This has not been
correctly put as it ought to have been
done ordinarily. I woulg broadly di-
vide this Bill into three aspects name-

dities and the third is the crude oil. I
feel and I would urge upon the hon.
Finance Minister to wait and sea that
this Bill is referred to the Joint Com=
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This reminds me that our hon, Fin-
ance Minister, whose name appears to
be Shri Pranab Kumar, at present, in
<harge of this Bill, unfortunately ex-

hlmul! to the charge of pranay
by this sort of Ia
is to the detriment of tha State
Government. I think this will not
merve the purpose though the objective
«f the Bill may be laudable,

Therefore, I would earnestly urge
upen the Minister again to see that the
caonsideration of this Bill is postponed
and is referred to the Joint Committee
and after deliberations therein and
after such amendments as the Joint
Committee may have to suggest, this
Bill might be taken up at the mext
session. Only then, I think, this House
will, in all probality, be entitled to
pass this Bill,

With these words, I reluctantly sup-
port this Bill with a hope that it will
be referred to the Joint Committee.

DR. HENRY AUSTIN (Ernakulam):
Mr. Chairman, Sir, the changes con-
templateg in the Bill are by and large
econsequential 1n nature following cer-
tain recent judicial pronouncements
It is also a fact that this great country,
if it is to prosper ang progress, has to
accelerate 1ts exports,

%ii

‘Thig considerat.on had prompted ths
Finance Minuster tg introduce this
amending Bill. To that extent, the
®ill is most welcome and I <upport
this, But, when one analyses the
warious clauses, one finds that suffici-
ent’ exchange of views has not been
made on this issue, it affects first the
‘States ang Centre rehtions. It affects
also the inter-State relations. In that
way, it also affects the totality of in-
tcrests concerning the Union and the
‘State Governments The country be«
ing so diverse in neture with all its
<complex-tieg 1n taxation, it affects the
relationg of States. Take for instance
my own Statee We had a taxation
achema known as multi-point levy
system. But we found that a large
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affected by that, We found that 't
wag almost impossible to identity the
real points of sales and purchase and
also the real dealer. It was in this
context that we thought in terms of a
single point levy system as the basic
scheme of our Sales Tax Act and by
this we have been gble to redly
identify the real point at wh.lnhtha
trangaction takes place, It wag this
broad identification that enableq the

State Government to mop up resources
to the tune of Rs 23 crores. Now, if
this whole scheme is upset, I am sure,
the entire scheme of the State Sales
Tax will be affected,

Sir, several members seem to be of
the opinion that the considerationg of
the States arising from the complexity
of the situation have not beep taken
into account when this Bill was for-
mulated and that this Bill hag been
hastily rushed through, It ig impor-
tant that preparatory to bringing a
Bill of this nature, we hag adequate
exchange of views. From the criti=
cism and the cross-section of opinions
that have been expresed, it is evident
that that process has not been under-
gone,

Lastly, Sir, in my own State if this
Bill becomes a law the monopoly in-
terests will have an upper hand. I
have po doubt that a large number of
export companies will declare or will
manipulate their records in such a way
ag to make every intermediary of
theirs an employee. After the passing
of this Bill they will become em-
ployees of the exporting companies
and, as such, their transactions will be
exemptcd from the operation of this
Act Thig will deprive the Sfate of so
much of revenue and tax evasion will
become easy. This will only enrich
the coffsrs of the monopoly sector. I,
therefore, request that the Finance
Ministor takes g second look at the
B'll. This, I understand, is the gene-
ra] feeling of the House, However,
as the Minister feels that it fs impnr-
tant that the Bill should be taken loto
consideration, I suggest, he findg out
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some viable alternative go that he may
sattisfy the various points of view rais-
ed in this House.

With these suggestions, I suport the
BilL
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SHRI VASANT SATHE (Akola):
Alhough I have such esteem, re-
gard and appreclation and adnura-
tion for my hon. friend Shri Pranab
K Mukherjes, Mr Deshmukh
¢laimed him to be Pranay; I do not
understangd why he was so much en-
amoured of pranay—today he is emer-
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ging as Pralay Mukharjes for tha.
States. You are going to spell pralay
for their tax structurs. ¥:;haws not
been able to understand this urgency.
Why are you rushing through iMis
Buli? I shall come to my points shotts
ly. But I have to register a funda-
mental objection to this, Thisris an
important Bill which sffects the re-
venues of States apd a large number
of Members feel about thig Bill. 1
am not saving sny secret; it hag beed
stated even by the Leader that Billa
like this must be discussed at least’
in our party meetings. Day before
yesterday vou circulate the Bill and
today you are bringing it. We have
had absolutely no opportunity to
study the Bill and discuss the conse-
quences with you. Except clause 9
which 1s being amended to give re-
trospectiv> effect to certain provisions
which were being made difficult due
to certain legal decisions and probdb-
ly clauses 5 and 6, I do not see any
benefit 1n this Bill

Take the provision about declaring
certain goods as being in the category
of declarel goods. I shall take only
two points First erude oil I can un-
derstand very well if you say: as n
nation we are going to benefit by
depriving the State of its right. Then
I can unrderstand; it goes into the
same kittv. If the nation benefits we
can say that from that benefit the
States also will share. 10 million ton-
nesvof crude will be produced from
Bombay High and it is being distri-
buted all over How is 1t going to
benefit the contre by reducing the
sales tax” By reducing sales tax from
8 per cent to 4 per cent, will pro-
duction increase® What is the logic
of this? I can appreciate that in
Asgam the increase fram 2 to 4 per
cent Wil] benefit. But why should
Gujarat an¥ Maharashtry to deprived?
Maharashtra i3 going to be deprived
of nearly Rs. 24 crores. Bombay High
crude 6il production is going to be
w 10 million tonnes per year from

180 onwprds, At a ok § 18
barrel," the value of ?g“mllli:n hr:r

d
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rels of crude cil is going te be about
Rs. 600 crores. This 4 per cent reduc-
tion will deprive Maharashtra of a
potential revenue of Rs. 24 crores per
year, What is the rationale in this
and how are you going to compensate
the States? We are one of the lowest
irrigated States in the country and
we want to have more irrigation, but
we have no resources. For cotton pur-
chase, even as a commercial proposi-
tion, the Reserve Bank was not al-
lowed to give us money. Our farmers
starve. Cotton production last vear
came down from 17 lakh bales to 3
lakhs, What is the policy of the Cen-
tre? Do you want to help the poor
States by giving them some  assis-
tance or o deprive them of even the
little they can raise by themselves?
In energy production, we will be short
by the end of the fifth plan to the ex-
tent of 1600 MW. We do not have mao-
ney and you do not give us maney.
If we try to raise some money, you
want to snatch it away.

Take the secong point of encour-
aging exports. This is one of fhe
weakest statemen| of objects and re-
asons I have seen. I sympathise with
the minister, but I am sure he is car-
1‘yi1?g somebody else’s baby, although
he is very good at carrying babies, I
know. This is going to be like a hot
ball in your hands. After referring
ta the STC, the statement of objects
and reasong says—there comes the cat
out of the bag:

“In other cases, manufacturers of
goods, particularly in the small
and medium sector, have to depend
upon some experienced export
house for exporting the goods, he-
cause special expertise is needed
for carrying on export trade. Fur-
ther, if such sales do not quality as
sales in the course of export, they
would he liable to State sales tax
and there woulq be a corresponding
increase in the price of goods. This
would make our exports uncom-
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petitive in the fiercely competitive
international market.”

Will the minisier give some statistics
as to how many items have become
uncompetitive in international mak-
ket because of sales tax? Now our
exports are going up in spite of the
sales tax. So could you say that our
exports would go up by this much
percentage. if the sales tax is not
there in the case of traditional items
and manufactured goods like engine-
ering goods, eiectronic and other
sophisticateg items or even in gar-
ments? I can understand it if you say
that our sales fax is depriving us of
the earning of foreign exchange an®
if it is reduced or abolished, our ex-
port earnings wil} go up in the case of
some particular items. In that case,
we will agree fto it because it is in
the national inlerest to earn foreign
exchange. At the same {time, we
should bear in mind that there is the
normal apnual increase in trade. For
instance, 18 per cent may become
20 per{ cent. Xor heaven’s sake do not
take credit for it by saying that this
normal increase is due to the aboli-
tion of the salez tax. You have to
show substantial increase in trade
ang foreign exchange earnings in re-
spect of some particular items on
account of the abolition of sales tax.

After all who is going to get the
benefit of this measure? After some
years, if the increase in the earning
of foreign exchange is not commen-
surate with the loss suffered on ac-
count of the deprival of sales tax,
you will come forward and say “we
tried; what coulg we do; our exporis
did not pick up; therefore, we could
not help it.?

If you give an assurance that you
will compensate or make goog the
loss that the States are going 1o
suffer from the feduction of sales tax
from the increased export earnings,
I can understand it. Otherwise, who
is going to get the benefit of this
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measure? It will mostly be the so-
called expsrienced export houses, in-
cluding your STC. I do not want to
say top much about the STC. Al-
though w1 terms of amount the export
through STC has gone up, if you
closely scrutinise it quantitatively, it
has not gone up substantially. So, I
do not want to give too much of
credit to the STC, which in some
caseg is the sole canalising agent, Of
course, in some fields it has done
well and ail kudos to it.

So far as this limited question is
concerned, yuu have to satisfy us how
this measure is going to benefit the
States and the nation as a whole.
Unless that is done, I am afraid rush-
ing a Bill hke ths will only lang us
is difficulties and will result in all-
round dissatisfaction,

Perhaps, somebody sitting some-
where in the STC. wanted to push
through this measure through the
Finance Minirter, and he has become
a tool. and allowed himself to be
used, wilhout studying its implica-
tions, without taking his own col-
leagues into confidence.

SHRI SOMNATH CHATTERJEE
(Burdwan): So, you now unwillingly
support 1t!

SHRI VASANT SATHE‘ Therefore,
I must honestly submit that I cannot
support the Bill in its present form,
except section 9.

I would plcad with the hon. Minis-
ter to postpone consideration of this
Bill Heavens are not going to fall if
it i= taken up in the next session. After
all, by section 9 you are giving retro-
pective eflect. Therefore, whether it is
done today or one month hence, noth-
ing is going to be lost. Therefore, as
far as other matters are concerned,
please see the consensus here. It is
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practically a unanimous view expres-
sed in this House by State after
State that this Bill needs a secand
look, a closer consideration. And you
being such an open-minded person,
as we have known always, open to
reason and counmideration always, I
am sure you can appreciate this
appeal from us. Kindly agree fo have
a second look, nothing will be lost.
There is no prestige involved. It is
not a constitutional amendment or
any such thing. Therefore, I would
beg of you to put this off for some
days and let us consider it coolly so
that we can have the mistaken therein
corrected, so that the States may not
feel that their interests are not be-
ing properly safeguarded or looked
after by the Certre.

SHRI SOMNATH CHATTERJEE
(Burdwan)- I am thankful to you for
giving meo this opportunity.

I must comne to the resure ot the
hon. Miister whether he likes 1t or
not, becausc I feel that hon. Members,
in their cspousia) of a rght cause,
have somewhal dewiated from the
scope of this Bil. When I say “espou-
sal of a nght cause™ I mean that the
States must be given greater and
greater revenucs and sources of re-
venue We krow ang realise that
sales tax is the bes; source of re-
venue, as ouwr furmer Finance Minister
sitting here will admit, and 1 believe
that at least excise has been keeping
pace with sales tax Therefore, we
want that there must be additional
sources of 1evenue.

Now, the difficulty lies, so far as
the Central Sales Tax is concerned,
because of the constitutional provi-
sion. The Central Sales Tax, not
primarily but actually, deals with
sales in the course of inter-State
trade and sales in the course of ex-
port or import. Under the Constitu-
tion, the States are debarred from
imposing sales tax on such sales. There
fore, even if you want on behal? of
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the States larger revenues in respect
of sales, can you get it in respect of
such trausactions? That is the point.

My hon. friends there are now so
much enthusiastic about changing the
Constitution. Mr. Sathe is a Member
of that Committec which is bringing
about “revolutionary” changes in the
Constitution Therefore, why don’t
you think ot amending article 286 ot
the Constitution, anq give powers to
the State Governments to impose
sales tax in respect of such sales? I
would support you there. No. you are
not thinking of that you are think-
ing of ~atchirg hold of those res-
ponsible for so-called anti-national
activities, thay 15 the point.

Therefoie, the object of this Bill,
as [ said i fo de certain things ...

SHRI SHIVAJI RAO S. DESH-
MUKH' We aie tulking of scheduling
of goods, not cunalisation of goods,
and therefor, the question of sales
tax does not arse.

SHRI SOMNATH CHATTERJEE: I
am not the oulner of the Constitu-
tion. It says:

“No lav of a State shall impose,
or autnoisse the imposition of, a
tax on 1! sule or purchase of goods
where ru~% -ai¢ or purchase takes
p.ace—

(a) outsiae the State; or

() 1a the coaise of the import
of the geods into, or export of
th-: poods out of, the territory
of Indiu "

The position 1» this In view of the
system of canalising of exports which
has been evolveg in this country,
every exporier, big or small has to
go to an export house. So, instead of
amending 1he Central Sales Tax Act,
they could have dong away with fthe
canalisation system.
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If I want to export to a party i
England or America, wheréver
may be, previously, I could do
directly. This would have been'
direct sal: and that would have
exempted fiom the sales tax, Tl
State wouid not have been able *
levy any tax because of the Constiti
tion of India.

What happens is that thg Comx
merce Mmistry brings in this syste:
of canalisation. One has to go to the
S.T.C.or the M M. T C. or any
such of the organisations. Previously,
it was held to be not a taxable trans-
action hetween the M. M. T, C. and
the expor.er although the exporter
enters into 3 contract with the foreign
importer. The M. M. T, C. just comes
in between and takes a commission
Whether 1L 18 doing good to the ex-
port trade of the country is not the
scope of discussion. Therefore, when
you are maintaining the canalisation
system you are bound to come with
a law like this. The constitutional
mandate 1+ that those sales should
not be subject to taxation. That con-
stitutions] mandate was being frus-
strated beciause of an interpretation
put by the Supreme Court that when
you are goving the goods to the M. M.
T C or the 8 T C, as at that time
the custom frortiers have not been
ciossed, it i+ on inter-State sa’e and,
therefore, the Slate is entitleg to levy
tax. If you say, you do not mind the
export mices bemng increased and al-
low the State suthorities to levy tax
and, if vou fee] that you have re~
duced the prices of goods exported by
States, you have to bring such a
legislation.

What the hon. Members feel and I
also fezl in principle is that in &
proper federal stiuctury there have
to be greater and greater powers given
to the Statis for their improvement,
That is my fundamental belief, We
do not want an all-powerful, all-
pervading Cenre, including the power
to send the C. R. P, and para-mili-
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tary Torces to the States. We want -

that the States should have greater
and greater capacity to develop on
their own, on their own resources.
Now, the resources vof the States are
being dried up. I guite see it. I am as
much agitated as the other hon. Mem-
bers. Fer espousing that cause, you
will not have to get full support from
us. Sg far as the principle behind it
is concerned the question is, how to
do it. By smending the Central Sales
Tax Act or mot amending it, you
cannot achieve it. That is the point.
Therefore, when the Supreme Court
gave a wparticular construction to a
particular Section or to a transaction
between the canalising agency and
the actual exporter, once the Govern-
ment has stepped in, and when you
say that you do not mind a rise in
the export price of goods, then this
law is not necesssry. But if you feel
that the export prices must be kept
in control tc be able to compete in
the export markets that is another
thing.

I am not an expert on that. I can-
not say whether the hon. Minister has
made any study or my hon. friends
have made any study with regard to
the actual position regarding the ex-
port of goods, how far they ecan hear
additional taxation, whether this must
be passed on the actual foreign
importer or the M. M. T. C. should
bear a portion out of its commission.
All these are matters to be worked
out. But I should have thought that
this law has to be brought about for
the purpose of keeping the object of
the Constitution in view. I am not
trying to give an impression nor that
is my view that I do not want the
State revenues to be increased. They
must be increased. But ways and
means must be found out lawfully io
do it.

The other aspect of the Bill is about
the goods of national importance.
What is the position? That is also
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according to the Constitution. The
Constitution says that once certain
goods are declared to be of national
importance, the State has to carry out
the laws made by Parliament with
regard io 1hosg goods so far as the
imposition of sales tax is concerned.
The Central Sales Tax Act, 1956, sub-
ject to subsequent amendment provides
that the State can impose the maxi-
mum 4 per cent, the present rate of
sales tax. That is an inter-State tax.
As we understand, the principle is that
there are some goods on which addi-
tional amocunt of tax should noi be
there and that there should be a
single point of taxation so that the
prices do not increase. As tg what
goods should be declared as goods of
national imporiance, that is a matter
of controversy. I agree with my
friends here that some of the goods
may not be given an exemption in
the form of being declared as goods
of national importance and some
may have to be given an exemption,
What are those goods? Certainly,
this is a matter to be discussed. Put
once certain good: are declared to be
goods of mnational importance like
paddy, coal, ete. then the Constitu-

" tion immediately comes infc the

scene, and once this . declaration is
made, ‘he maximum limit is there.
For thatf, the Central Sales Tax Act
further provides which is not being
amended, that in cases of those goods
which are declared to be goods of
inter-State importance or national
importance, if they are subject to in-
ter-State transaction, that amount has
to be refunded back to the person
who sells the goods. These are the
existing laws. Therefore, I would
make this request to my hon. {riends—
they will be participating very joy-
fully and joyously and willingly im
the Constitution amendment process:
why don’t you bring an amendment
there. You will get our moral support
at least for one clause. Article 286 re-
quires modification and re-thinking.

‘"There is not a single proposal in your

Constitution Amendment Bill te in-
crease a single power of the States,
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either politically or in any other
sphere. Yon are mnot thinking of
States’ power because you think
that the power is entitled to remain
only in Delhi.

The position being so, I would re-

quest the hen. Minister to take the
sense of the Hcuse into consideration
ang see that the States’ resources are
substantially increased that power is
given to the State so that it can in-
crease its revenue lawfully, and for
that reascn, if you may have to
amend the Coustitution, you should
not hesitate to do so.

THE MINISTER OF STATE IN
CHARGE OF THE DEPARTMENT
OF REVENUE AND BANKING
(SHRI PRANAE KUMAR MUKHER-
JEE): Mr. Chairman, Sir, I am thank-
ful to the hon. Members for making
their observations though they have
not supported the Bill. But I would
like to make one thing clear at the
very beginning. What Mr. Stephen
wanted to point cut was about The
special and particular problem of
Kerala. From that, some hon. Mem-
bers came {o the conclusion that these
provisions of the amending Bill would
debar the State Government from
imposing sales-tax on each and every
item at each ang every stage. Kerala,
because of ils peculiar character,
because of iis single-point taxafion
nature, the pcint of identification
where they are imposing taxes, will
be debarred by the provision of sec-
tion 3. There is no denial of that fact.
But the Sales-Tax Act of Maharash-
tra, the State from where hon, Mem-
ber Mr. Vasant Sathe comes and who
is championing the cause of State re-
venue, provides much more incentive
to the exporiers: any sale taking
place for a period of nine months
prior to the actual export and at
whatever point it may be is entitled to
enjoy exemption from the sales-tax.
Many other State Governments have
multi-points where they are impos-
ing taxes. Therefore this it not
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a fact that we are debarring the
States, by bringing this piece of
legislation, from imposing tax even
on the exportable items at "all
points. | .

SHRI VASANT SATHE: Why don't
yvou follow Maharashtra?
16.55 hrs.
TSHRI ISHAQUE SAMBHALI in the Chair]

SHRI PRANAB KUMAR MUKHER-
JEE: You were talking about giv-
ing concession tc  the  monopoly
houses and exporters. We are giving
them much less concession. The last
sale prior to export would be de-
barreq and the State would nof have
the right\ to impose sales-tax, That
right originates from arficle 286 as
has been pointed out by Mr. Som-
nath Cha:terjee. We are not debar-
ring States from imposing sales-tax.
We are only exercising the rights
given to the Central Goverfiment, {o
the Government of India, under arti-
cle 286 and that too in the context
of a judgement given by the Supreme
Court. The Supreme Court has
said that the transaction which is
taking place between the buyer in
the foreign country and the exporter
in the couniry, except that transac-
tion, any other transaction would be:
subjected te the sales tax. To my
understanding, and I would explain
in detail how, it would affect the ex-
ports. We are demanding more and
more canalisation of items through
STC. If we leave the position as it
is, after the interpretation of *He
Supreme Court, the construction
which they have madg is that even
if the STC  purchases a particular
item for exports to parties in foreign
countries, they will have to pay sales
tax as per the interpretation of the
Supremy Court in the Serajuddin
case. We are saying that whep STC
is purchasing or any other exporter
is purchasing from a persch, by es-
tablishing the nexus that this is
meant for export and that ‘an agree-
ment and order has already been en-
tered into earlier, by establishing
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that, when the exporter will purchase
from a party, jn that transaction, in
that last sale, he will be exempted
from the sales tax This is the provi-
gion of clause 3...

SHRI VASANT SATHE: Later
on, if it is nol exported?

SHRI J7:ANAB KUMAR MU-
KHERJEE. If it is not exported, he
is violating thc contract, he is violat-
ing the law ang it will have to be
taken jnto gecount,

In this connection, Mr. Stephen
raised the question as to what about
a transaction which is taking place
in inter-State forum. Clause 4 is
taking care of that. When some-
body is selling and selling on the
bona fide faith that this i, for export
and seeing to the document either
the contract or order, whatever it
may be and if it is an inter-State
sale, it will be covered by clause 4
which reads:

“Provided that a dealer shall
not be hable to pay tax under this
Act on any sale of goods which, in
accordance with the provisions of
sub-section (3) of section 5, is a
sale in the course of export of
those goods out of the territory oz
India.”

Therefore, the question of sales tax
does not arise because it is an inter-
State sale and he is selling it on the
bona fide belief that it ig for export.
Therefore, the question that arises
at a subsequent stage, as pointed out
by Mr. Stephen, would not arise and
it will be protected under clause 4
of the Bill,

The whole question came out: why
should we have it and whether we
can make some exception in respect
of certain particular items. My sub-
mission is that so far as the present
provision of the law is concerned, as
it has been inferpreted by the Law
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Minister in an earlier case in 1074,
we have no power. It is for the
Parliament to determine the prin-
ciple governing the sale or pur-
chase and it is for the Parliament to
determine what should be the prin-
ciple and not for Government by
issuing orders or notifications, I
would quote the observations of the
Law Minister in this connection. It
is slightly lengthy. Because this
particular point has come and it
would come subsequently in the form
of amendment, I want to quote it.
This is the view of the Law Minis-
ter given on 24th April, 1974 when
a particular item in the form" of
aviation fuel was drawn to their
attention. ...

SHRI C. M. STEPHEN: Is it the
Law Minister or the Law Ministry?

SHRI PRANAB KUMAR MU-
KHERJEE: The Law Minister, Mr.
H. R. Gokhale. If you want to see
the signature, I can show it.

SHRI C. M. STEPHEN: We believe
it,

SHRI PRANAB KUMAR MU-
KHERJEE: It is 24th April, 1974. 1
quote:

“The proposed amendment to
the Central Sales Tax Act is relat-
able to the power conferred on
Parliament by Article 286 (2) of
the Constitution. This enables
Parliament by law to formulate
principles for determining when a
sale or purchase of goods takes
place outside the State or jn the
course of the import of goods into
or export of goods out of the terri-
tory of India. ‘'Thus, Parliament
can formulate general principles
which would be applicable to all
sales and purchases. But it would
not be open to it to lay down =
principle applicable only to one
commodity or a class of commodi-
ties.
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Consequently, any legislation
cannot relate only to aviation fuel
It would have to be general in its
terms and would necessarily relate
to transactions relating to all
goods. The object underlying the
proposed amendment is to exempt
aviation fuel from the high level
of ad valorem sales tax which is
being levied in two States. Dut,
once an amendment is made, since
it can only be general in its terms,
it would apply, when it comes into
force, to all fucls, lubricants, stores
and all other commodities taken
on board an international carrier.
whether operating by air, land or
sea.”

Somebody suggested whether tra-
ditional items of agricultural pro-
ducts like ginger or pepper could be
exempted from the operation by
making some enabling provision in
the Act itself and whether the Stale
Jovernment would be allowed to
mposr sales-tax. As per the inter-
sretation of the Law Minister, Gov-
srnment has no such power, Parlia-
nent wil] have to determine the
yrinciple.

SHRI C. M. STEPHEN:. Am I to
ake it that if the law permits, the
Jovernment will have no objection
0 assume the power for exempting
irlicles? If an  amendment s
wought forward and if the law per-
nits as a matter of Government po-
licy, am I to take it that Government
will have no objection to assume
power so that certain articles or cer-
tain class of articles may be exempt-
ed from this provision?

SHRI PRANAB KUMAR MU-
KHERJEE: That is a separate issue,
T have myself asked my colleague in
‘he Law Ministry, Dr. Seyid Muha-
nmad to examine this. Therefore,
ve are not having a closed mind on
his aspect. But, as 1t stands, so far
ig the advice of the Law Minister is
oncerned, it does not allow me to
wring any amendment in this Act to
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enable p particular class of commo-
dity to be kept outside the purview
of the provision of the Act,

Various points were ralsed about
federal structure and so on. I am
sorry to say that the scope of the
Bill had been enlarged because some-
body thought that we are denying
the 1ight of the State to impose
sales-iux, In the multiple stage of
taxation you will find this in no
stage except the last preceding stage
and cven in Kerala it should be
apphrable in case of cashew; when
cashew s crushed, for getting it pro-
cessed, at that time, gt that process-
ing stage, you could have the power
to impose sales tax on it or purchase
tax or any other tax if you like to
impose op it, but  difficulties are
there and I had discussion with some
Members of Kerala also.

Then the question arose gs to what
happens when the exporters would
purchase directly and treat the pur-
chasers as their agents, How to take
care of that? But, I do feel that the
State Governments can find out the
modality by which these people
could be brought within the purview
of the law, That is an area which
we can consider. (Interruptions)_

SHRI SHIVAJI RAO §. DESH-
MUKH® Why can't we do it our-
selves?

SHRI PRANAE EKUMAR MU-
KHERJEE: The Central Sales-tax
Act itgelf is administerad by the
States and not by us. The proceeds
are appropriated by them, We simp-
Iy pass the law. In the name of
Parliament this piece -of legislation
has come. Therefore, it is for the
States to administer.

In this connection, somebody rais-
ed a question of the rationality of
bringing in their the declared goods.
It also provides that by Clause (c)
of Art. 288, such articlez would be
brought under declared goods. =~
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would not like to mention the names
of the States, The hon. Members
would appreciate if I quote some
figures on how distortion on sensitive
items like paddy and rice are taking
place. In one State, the purchase tax
from paddy is 7 per cent; the pur-
chase tax from rice is 4 per cent. In
another State the purchase tax from
paddy is 7 per cent while the sales
tax from rice is 4 per cent. I would
not like to mention the name of the
State. The question hag come when
we are bringing in this piece of le-
gislation without consulting the State
Governments. This was a matter
which had been taken up with the
State Governments at least for the
last five or six years. At least half
a dozen meetings had taken place,
Not merely me—I myself had a
meeting with the Chief Ministers and
—Babuji himself had a meeting with
the Chief Minister and the Agricul-
ture Minister. Simply they did not
agree. The hon, Member will agree
with me that we wanted to sort out
the issue of the Delhj Sales tax with
the neighbouring States. We could
not arrive at any conclusions It 19
quite desirable to say, why don't we
have discussions? But, after all, at
some point of time, we will have to
come to some decision. Discussion
is all right; exchange of views should
be there. But, if in regard to the
rice or paddy or pulses which are of
sensitive nature and which are c¢on-
sumed all over the country we want
to bring somg sort of uniformity snd
wp bring them under the categor:
of declareq goods, then I find there is
no objection. But, one hon Member
hag raised an objection to that even
( Interruptions)

My hon. friends from Kerala have
conveniently forgotten that this will
g1ve some advantage to them because
It is g deficit State. All deficit States
will get the advantage of it. All sur-
plus States producing rice ang paddy
will be av a disadvantage. They can
get more revenue. Take for instance
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Punjab and Haryans. They will
sufler,

Similarly, the question arises. We
took up this point with the State
Governments. It is not that we go
not take up the matter, It is known
to all the hon, Members that regard-
ing the crude, an award has been
given regarding the royalty by no
less a person than our Prime Minis-
ter herself. This was also taken up
with Gujarat and Assam. Gujarat
1s having its crude oil processed in
the refinery of its own. But Assam
is in a disadvantageous position be-
cause the crude of Assam has to
come to Barauni and, as a result, it
becomes a commodity of inter-State
importance

So, they cannot impose more than
4 per cent as saleg tax. Because of
the fact that refinerfes are establish-
ed within the State itself, certain
State Governments want to make
good of both ends, If we want to
biing some sort of uniformity in that
respect, I do not gee that there is
an}thing wrong 1n it

As a result of bringing in unifor-
muty of 4 per cent, each and every
State will get the benefit, Otherwise
it may happen that in certain com-
modities it has happened in one State
the saler tax is 15 per cent and in
another State it is 10 per cent and
in yel another State it is 12 per cent.
Thercfore, the commodity which
aflects the life of all-India, should be
treatcd as a commodity of sensitive
natwie and that should be brought
unde; declared goods. Otherwise
there ghould be some kind of unifor-
mity., If a particular commodity is
taken in many areas, you will find
that come distortion takes place at
some place or the other,

Sir, another question has been
raised why we did not take into ac-
count and what would be the effect
on export. Here I would like to sub-
mit for the information of hon.”Mem-
berg the figures which I have re-
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ceived from my colleague in the
Cemmerce Ministry. One hon, Mem-
ber said that these are monopoly
items and we are enjoying mono-
paly in the world market. The fact
is not Uke that.

Ag regards cashew kernel during
the year 1974-75 our export was to
the exteut of 65000 fonnes whcicas
in the year 1975-76 it has come
down,

SHRI C. K. CHANDRAPPAN (Te-
llicherry): The Miuster is dei=
berately trying to r-islead the Hou-e.

SHRI C. M. STEPHEN: The Mm-
ister will kindly understand that this
is a re-export item,

SHRI PRANABE KUMAR MU-
KHERJEE: Sir, the hon. Members
have made their observations. I have
listened to them. 1 want protection
from the Chair. I am not yielding.
This is the figure which has been
given to me by the Commerce Min-
istry. In all fairnes: I must place it
befor. hon Members on the floor of
the House The other jtem is Pepper.
In 1974-75 its tola} export was 26,000
tonnes, Ip J%75-76 11 came down to
24,000 fonnes. S.milairly, in the case
of Coir it has come down from 42.000
tonney tn 36.000 tfonncs. My only
contention is that ;! 12 not a fact that
as youw have en oyerd monopoly tor
some time, so for ul! time to come
you can enyoy that monopoly. You
will have to take -inck of the inter-
national situation and you will have
to adjust :our stroiegy accordingly.

Now, the gquestion is to what ex-
tent the benefit of cxemption from
sales-tax would give vou relief. It
would give relief 1o the extent as
per the interpretation of the Supreme
Court in the Serajuddin case. The
STC if it purchases will have to pass
on the sales-tex to the consumer. If
any exporter purchases then also he
will have to pasg it on to the consu-
mer—whatevey may be the element
of tax, maybe 4 or § per cent, Today

(Amdt.) Bill 242

you are talking of five per cent. But.
if you make an analysis of the sales-
tax in various States, you will find
the State Governments went evan
bevond the elastic limit to increase
the sales-tax so as to mop up addi-
tional resources. In some States
they had gone up to ag high as 15
per cent. Today there is no guarantee
that it would remain confined to five
or six per cent., There are previous
instances, If the hon. Members make
an analvsic of the enhancement of
sales-tax ip wvarious States over the-
last ten years they will find that it
has increased by almost 100 per
cent That point will have to be:
taken into consideration.

SHRI VASANT SATHE: But the
Minister wil] realise that the remedy
lieg somewhere else.

SHRI PRANAEB KUMAR MU-
KHERJEE: This 13 a provision which:
we are making not to justify the
past action but what would happen
in future if I do not take these mea=-
sures, If I do not protect the orga-
nisationg like STC or other exporters:
today and if I do not provide them
the facility it would be difficult for
them to compete in the international
market.

SHRI VASANT SATHE: You have
not explained what is the nexus bet-
ween that and this.

SHRI PRANAB KUMAR MU-
KHERJEE: They will have to esta-
blish the nexus when you are de--
mandine exemption that this is a
sale .

SHRI VASANT SATHE: For ex-
ample, if you said that the cashew
nut export has come down so much
because of the sales tax, T could
understand it.

SHRI PRANAB KUMAR MU-
KHERJEE; I have not yet brought
that piece of legislation. How could
I tell it? Stil] it ig taxed.
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SHRI K. P. UNNIKRISHNAN
{Badagara): He has only been given
figures by the Commerce Ministry.

SHRI PRANAB KUMAR MU-
KHERJEE: The position is that still
they are charging the taxes. As I
have already explained. many ot the
State Governmentg will have the op-
tion to readjust their own sales tax
laws in such a way that gt certain
points they would be in a position to
identify this, I do agree Kerala has
a particular point here because 1t 15
single-point taxation, but you can-
not equate this case of Kerala with
all India. There are certain other
Btates; export items aie coming {rom
other areas. Therefore, if there be
any particular difficulty with regard
10 a particular State, would you like
that to be an all-India feature?

Therefore, the problem of Kerala,
its ways and means problem, the
problem of jts deficit in revcnue,
cannot be sorted out in this way It
could be taken care of when the
Finance Commission takes intc ac-
count the amount State Governments
are losing on account of this They
will have to take saccount of that
The way grant-in-aid has been ex-
tended is there (Interruptions).

MR. CHAIRMAN: Please do not
interrupt him. Mr. Mukherjee,
please gddress the Chaur,

SHRI PRANAB KUMAR MU-
KHERJEE: On the question of ways
and means, if you permit me, 1f a
State is having a deficit of, say,
Rs, 46 crores, we shall take that into
.account. There is no denial of that
fact. I have already taken it up with
State Governments This is not the
-only exception; there are many
States whose ways and means are
‘not good. The Government of India
take care of it. We zhall have

what way they can meet
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plans. Therefore, on that count, I
can assure hon. members, particularly
those from Kerala, that they are los-
ing, there is no denial of it; as a re-
sult of this enactment, Kerala will
lose some revenue, but in what way
we could make good or what would
be the alternative agencies, that we
shall have to look into, :

With these words, other points
having becn supported by hon. Mem-
bers.. .

SHRI VASANT SATHE: One
point remains, I had referred to that
good thing which you said Maha-
rashtra had of putling a lmit of 9
months As you know, 9 months is a
very good period. Thercfoie, if in 9
months they do not deliver by ex-
porting, then you should allew, ag in
Maharashtra, the State to put g tax.
Why don't you accept this as a uni-
versal proposition fo: all, as you
yourself had said it is a praiseworthy
thing?

SHRI PRANAB KUMAR MU-
KHERJEE' In my scheme, the time
limit will be much shorter.

SHRI VASANT SATHE. Where is
the scheme at all?

SHRI FPRANAB KUMAR MU-
KHERJEE: In betwcen 9 months, I
identify only one particular stage. In
the 9 months-scheme of Muaharashtra,
there may be many more intermedi-
ate stages. I would not like to ex-
tend the benefit to other stages; I
would like to pinpoint it only to the
sale preceding export.

SHRI VASANT SATHE: My point
is: If export does not take place,
what haprens?

SHRI PRANAB KUMAR MU-

KHERJEE: 1f some hon, members
have an apprehension and feel that
some time schedule should be there,
that is a matter which could be con-
sidered. But I would not like any
other stages to come in hetween,
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Regarding another point made by
one hon. member that while prepar-
ing the draft, we had not taken into
scoount the judgment, hon. members
should be interested to know that
even’ the Supreme Court Judges were
sharply divided, two to two. Regard-
ing the 5th Judge, he decided, be-
cause the Chief Justice was there, ‘T
shall agree with the Chief Justice’.
Therefore, there are certain lacunae
somewhere; there iz no denial of it.
Sometimes in law, it happens. In this
particular case, even the Judges were
sharply divided. Bu{ I do agree we
should take care of the point in the
drafting stage. With these words, I

~ commend the Motion. I hope hon.

members will not press their amend-
ments.

SHRI C. M. STEPHEN: I must con-
gratulate him for defending a wvery
indefensible case. He put up a very
able defence indeed.

isMB. CHAIRMAN: The question

“That the Bill further to amend
the Central Sales Tax Act, 1956, be
taken into consideration.”

The motion was adopted,

MR. CHAIRMAN: We take up

clause by clause consideration. There
is no vaild amendment tov clause 2

The question is:

*“That clause 2 stand part of the
BilL"

The motion was adopted.
Clause 2 was added to the Bill.

MR. CHAIRMAN: There are some
amendments to clause 3.

Clauge 83— (Amenament of Section 5)

SHRI C. H MOHAMED KOYA: 1
beg to move:
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‘Page §,—
after line 9, inseri—

“Provided that nothing contain-
ed in this sub-«ection shall apply
to the sales or purchase of hill
produce, cashewnut, coconut fibre
or its product= or vea toods.

Explanation.— For the purpose
of this proviso ‘hill produce' shall
include pepper zreen and dried
ainger Jemon grass oil, nuxvomi-
ca laurel oil, and Xkacholam;
‘cachew nut' shall include cashew
nut with or without ghell; ‘coco-
nut fibre or its products’ ghall in-
clude coconut fibre, coir yarn and
theitr  products and ‘sea food’
shall include prawns, lobsters,

frogs and frog legs™' (8)

SHRI N. SHEEKANTAN NAIR: I
beg to move:t

‘Page 3.—
after line 9, insert—

“Provided that the Government
may give exemption to certain
States to levy tax on selected
items of commodities.” '(4).

SHRI C. H. MOHAMED KOYA:
Even after the information given by
the nusguided Minister, I refuse to
be convinced....(Interruptions). He
has been misinformed by the Minis-
try of Commerce about cashew nut
industry.

SHRI PRANAB KUMAR MUKER-
JEE- Your amendments do not relate
to cashewnut.

SHRI C. H. MOHAMED KOYA: It
relates to clause 3. Kerala would be
Josing Rs. 23 crores. Now he says
that the government would look after
Kerala; after killing the goose
that lays the golden egg, government
comes forward and says that it will
give us one egg & day. He was
quoting from an olg letter from the

tMoved with the recommendation of the President.
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Law Ministry that we hag no powers
to accept this amendment. I think
Parliament has got powers to accept
shis and 1 hope he will mccept this

amendment.

SHRI N. SREEKANTAN NAIR: I
want to speak only a few words about
my other amendment. The hon
Minister was saying that he could
consider only a category oi items for
this Bill. I am referring to traditional
itemg which were exportey long
before the present drive to increase
exports: additional items may have
developed industrial goods, small scale
industries, ete. Thera 1s nothing
which stands in the way of exempting
traditional items.

SHRI C. K. CHANDRAPPAN:
While supporting the amendment, I
should like to ask the hon. Mini.ter
one question. He has himself stated
that Kerala stands t> losz in terms of
revenue because of this enactment
This amendment has therefore been
moved to provide some relief to
Kerala. The hon. Minister was good
enough to say in the concluding part
of his remarks that ha would take
into account the problems of Kerala
and the difficultics arising out of this
enactment in Kerala. I should like
him to explain it a little further. In
what way is he going to provide
rellef to Kerala, whelher he i» going
to discuss this matter with the Kcrala
government, now or later, whatever

it is?

DR. HENRY AUSTIN: Sir, I have
moved the amendment becouse 1
genuinely felt that the clauses in-
corporated in the Bill, if it stayed as
they were, would certainly affect the
financial interesty of Kerala. I zm
glad that the hon. Minister was able
to identify this aspect ol the question
taking particularly into account the
economie background of Kerala. But
I would like to know what steps he is

contemplating to prevent the mono-
poly houses from establishing a nexus
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with the dealers by making the in-
termediaries as their own employses,
If that is allowed, with all the goad
will he has sghown, it would
deleteriously affect the interest, of

Kerala. With this suggestion, I with-
draw my amendment,

SHRI C. M. STEPHEN: 1 had given
notice of my amendment, but I was
not entitled to move it because of
lack of President's recommendation.
It came too late. What I had suggested
was a permissive vrovision, wherehy
I sought to invest the government with
the power to spell out the goods which
would be covered by sub-sections (1)
and (2) of the section and not by sub-
section (3). His objection was, the
law does not permit. The question
is whether it can be framed in the
nature of a principle that in the case
of commodities which are of a mono-
poly nature and which are dealt with
by canaliseq agencies, this will apply
and not for others. Rather than
depending on what Mr. Gokhale said
some years back, I would reqguest the
minister to examine the legal aspect
ot it, so that the Central Government
can exercise their discretion in this
particular matter.

He spelt out certan fall in export
trade As far as cashew is concerned,
this 1s a case of manufacturers selling
straight in the course of export, 8o,
the cashew keimel does not collect
any sales tax even under the present
law About other commodities, he
says, Government can evolve some
machinery whereby at g prior stage,
they can collect the tax. You should
see the nature of the commodities.
You are dealing with. The agricul-
turists bring them to the markets
wherefrom the sale takes place
straightway on the jimport-expoxt
basis. So, there is only one inter-
mediary stage between the exporter
and the final seller. The result is
there will be no intermediary stage
at which the government can eollect
any tax. Taking into consideration
the nature of the commodities, it will
be absolutely impossible for the gov-
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rather than depending on what Mr.
Gﬂhhlo salgd In connection with some
ather thing in a different context.

SHRI FRANAB KUMAR MU-
: I have covered most of
the points in my reply to the debate.
I agree with Mr., Stephen that
thet thore mav
not be any stage where the tax
could be levied. We would hkz to
have somec detailed studirs 1nade
about this. Let us gs throupi tihat
exercise in consultation with the
Kerala Government. Regarding the
constitutwnel point and legal com-
petence, 1 have already swd that I
have asked the Law Minister to re-
examine it afresh

il

About Mr. Chandrappan's pomnt, I
have said, when a State 1s losing
certain revenue on account of & certaip
measure thic ;g a3 malter to b tuken
Into account by the Plaming Com-
mission, Finance Ministry, ete whije
locking into the ways ang means
position of the State Government,
We are aware of it. When the Finance
Commussion will yo irto it, this pont
will also be taken uw by them so that
4 permanent solutioa could be soited
out. That is why those mattars will
have to be looked intv. But, as I have
explained earlier, I am unable to
accept it in the form of an amend-
ment.

MR. CHAIRMAN: I will now put
amendment No. 3, moved by Shri
Mohamed Koyva, to the vote of the
House.

Amendment No. 3 was put and
negatived.
MR. CHAIRMAN: 1 will now put

amendment No. 4, moved by Shri
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Sreskuntan Nair, to the vole of the
House.

Amendment No. 4 was put and
wegatived.

MR, CHAIRMAN: The question 13:

“That clause 3 stang part of the
Bil."”

The motion wns adopted.
C laus» 3 was added to the Bill.

Clanse 4.—(Amendment of section 6)

SHRI N. SREEKANTAN NAIR: I
bey to move:

‘Page 3,—

after ine 16, .»s 7t

“Provideq Imither that in the
care of tradiinnal pood: like
Pepper, Cowr cotr. where sales-tax
have never harmvered the expurt
of such artimes the tux may be
levied with the consent of the
Government of India™* (7).

I have already explained the reasons
io the House. If tiaditional geods are
exempted, it would be a class by itself,
even 17 you take Shri Gokhale's legpl
opmnion tnte conswicraben. So, 1t may
be accepted.

SHRI PRANAB KUMAR MUKHER
JEE: 1 have nothing to add to wha
1 have already explawned.

MR. CHAIRMAN. I will pow put
amendment No. 7, m#ed by Shri
N. Sreekantan Nair, to te vole of the

House,

Amendment No. 7 waes put cnd

negativcd.

MR. CHAIRMAN: The quastion is:

“That clause 4 stand pary of the
Bill".

The motion was adopted.
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Clause 4 twas added to the Bill,
Clauses b and 6 were added to the Bill.,

Olause 7— Amendment of gection 14)

SHRI PRANAB KUMAR MUKHER-
JEE: 1 beg to move’

‘Page 4, lines 25 and 26, -

omet, *‘with effect from the 1st
day of September, 1976"'(1)

SHRI SHIVAJI RAO S DESH-
MUKH: About the sctheduling of
commodities, I nobodx demies that
cercalss and pulses are commeodities
of all India 1mportance and any
steep variation 1n the levels of
sales tax from State to State wull
add to the hardship of the consumer
and, therefore, there should be certain
uniformity. But the same cannot be
said 1n the case of crude I do not
think 1n the near future India 1= likely
to have crude in all the States Crude
bhappens to be available only 1n two
States. It 1s available cither off-
shore or on-shoie If it is off-shore,
under the Conslitution the State 1s
not entitled to any royalty Under
this Bill the rignt of a particular
State to levy sales tax accoiding to
the old rate will Le denred under the
specious garb of declaring a commo-
dity as an ¢ cntial commodity
Therefore my .m-endment .ays, let
the Government have the fullest
liberty 1n the casc of all India com-
modities for inter-State trade but
the level of taxa.cn, instead of being
4 per cent as undc, the Sales-tax Act.
should be at th: prevailing iates of
taxes 1n the diffcient States As the
hon. Minister himeelf stated Assam
15 entitled to levv sales taz at 4 per
cent, but contents iiself with levying
only 2 per cent, because it gives it the
rght to plead wilth the Prime Minis-
ter that it should be given royalty at
the rate Rs 45 per tonne, which 18
disproportionate, but since that bene-
fit 15 denied to the State of Maharash-
tra, and the loss of revenue will be
Re. 24 crores if the estimate of crude
from Borbay High is taken at 10

rate subsequently.

SHRI PRANAB KUMAR MUKHER-
JEE* So far ag the present Sales Tax

law 15 concerned, they can impose tax
only at the rate of 4 per cent.

MR CHAIRMAN: The question is:
‘Page 4, lines 25 and 26—

omat “,with effect from the Ist

day of September, 1876"’ (1) '
The motion was edopted

MR CHAIRMAN The question js:

“That Clause 7, as amended, stand
part of the Bill”

The motion was adopted
Clause 7, as amended, was added to
the Bill

Clause 8— (Amendment of Section 15)
Amendment mae

‘Page 5, line 30,—

omit “with effect fiom the 1st
day of September, 1976° * (2).

(Shri Pranasb Kumar Mukerjee),
MR CHAIRMAN The gquestion is:

“That Clause 8, as amended, stand
part of the Bill”

The motion was adopted

Clause 8, as amended, was added to
the Bull

MR CHAIRMAN The question s

“That Clauses 9 ang 1, the Ensct-
ing Formula and the Title stand
part of the Bill".
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The motion was adopted.

Clauses 9 and 1, the Enacting Formula
-and the Title were addad to the Bill

SHRI PRANAB KUMAR MUKHER-
JEE: 1 beg to move:

“That the Bill, as amended, be
passed”.
MR. CHAIRMAN: The question is:

“That the Bill, as amended, be
passed.”

The motion was adopted.

11.39 hrs, .
STATUTORY RESOLUTION RE:
CONTINUANCE IN FORCE OF PRO-
CLAMATION IN RELATION TO THE
STATE OF GUJARAT

THE MINISTER OF HOME
AFFAIRS # (SHRI K. BRAHMA-
NANDA REDDY ): I beg to move:

“That this House approves the
continuance in force of the Procla-
mation issued the President on
the 12th March, 1976, under article
338 of the Constitution, in relation
to the State of Gujarat, for a further
periog of six months with effect
from the 24th September, 1976.”

As Hon. Members would recall, the
Proclamation under article 356 of the
Constitution was issued by the Presi-
dent in relation to the State of Guja-
rat on 12th March, 1978, after careful
congideration of the report of the
Governor and other information
received in this regard by the Gov-
ernment. This Proclamation was
approved by the Rajya Sabha on 22nd
March, 1876 and by the Lok Sabha on
24th March, 1976, and will expire on
23rd September, 1876.

The Gujarat Assembly was, how-
ever, kept in suspended animation and
it was hoped that the political situa-
tion in the State would get stabilised
during the short spell of President's
Rule lasting for six monthz but it has
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not materialised so far to the extent
so as to ensure formation of a stable
Ministry.

A number of steps have been taken:
by the Gujarat Government to tone
up the udminmstrative machinery in
the wake of President’s rule. The
drive to weed out ipefficient and
corrupt officials from the publie
services has been intensified. Since the
inception of President’s Rule, 238
Government servant; have been reiir-
ed, including 16 Class I and 15 Clasg
II officers. Task forces have beesn
constituted to look into specific aspects
of administration so that the adminis-
tative machinery is geared to meet
the challenging task of development.
Some of the departments at the Sec-
retariat leve] have been reorganised
to make them ntu viable units. Con-
crete steps have been taken to ensure
that the grievances of the public are
attended {0 expeditiously and effec-
tively.

The implementation of the 20-point
programme has been assigneq the
highest priority and in that context
the gearing up of administrative
machinery for fulfllling the objectives
of the new economic programme has
assumed special importance. A High-
Powe: Committee headed by the
Governor and backed up by depart-
mential and inter-departmental Coms-
mitlees has been set up to monitor
the execution of the different facets
of the programme. The Panchayati
Raj Institutions at all levels have
been fully associaled with the ime
plecmentation of the programme.

The State Government have been
keeping a close watch over the price
trends. A number of steps were
taken to streamline the public dis=-
tribution system, Simultaneously,
raif, and inspections were intensified
which enableg the Government to
hold the price line. The total number
of raidg conducted during the Presi-
dent's Rule is 3,762 and 43 traders
who were founq indulging in malprec«
tices, black-marketeering and pro-
fiteering were arrested under MISA.



