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said just now, after the issues have
been well defined,.

1251 hrs.

BENGAL FINANCE (SALES TAX)
(DELHI AMENDMENT) BILL

Tae Deputy Minister in the Minis-
try of Finance (Shrimati Tarkeshwarl
Sinha): In behalf of Shri Morarji
Desai, 1 beg (o move:

“That the Bill further to amend
the Bengal Finance (Sales Tax)
Act, 1941, as in force in the Union
Territory of Delhi, be taken into
consideration.”,

At a meeting of the Chief Ministers
of States held in January, 1963, it was
more or less agreed that the tax on
certain luxury goods mentioned in
Schedule 1 of the Act which are now
taxed in almost all the States includ-
ing Delhi, at a uniform rate of 7 per
cent, should be raised to 10 per cent
Most of the State Governments have
already taken steps to implement this
decision, while others are cxpccted to
do so shortly. The amendment pro-
posed in sub-clause (i} of clause 2 of
the Bill seeks to implement the said
decision in the Union Territory of
Delhi.

It was also found the genera: ruate
of sales tax in Delhi is comparatively
lower than thay obtaining in  the
neighbouring or adjoining States. It
may not be possible t{o bring about
absolute parity in sales tax rates
between Delhi and the neighbouring

tutes, in view of the trade peculiari-
ties of Delhi which has no hinterland
of its own, and has developed into a
big distribution centre. It is, however,
desirable that the existing disparity
should be reduced as far as possiblg
in order to safeguard the revenue and
trade interests of the adjoining States
and also enhance the revenue of the
Union Territory of Delhi, The matter
has been carefully examined in the
light of the observations I have made
earlier, and after taking into account
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the existing rates of saleg tax in the
neighbouring States and the conse-
quences of Delhi having lower rates of
saleg tax, it is proposed to increase the
general rate of sales tax in Delhi
from 4 per cent to 5 per cent.

Sub-clause (ii) of clause 2 of the
Bill secks to give effect to this pro-
posal. The proposed change will con-
siderably reduce the existing dis-
parity between Delhi and the adjoin=-
ing Statc- in the matter of sales tax
rawes, The above changes, as I said,
would alsg heip in getting the much~
needed additional revenue to the
extent of Rs. 115 crores in a full
vear. In 1963-64, however, because
the additional revenue will accrue
only for two quarters of the year,
the revenue actually earned would
be about Rs. 575 lakhs.

Having regard to the present need
for additional resources and the
desirability of effecting as much uni=-
fomity as possible in the rates of sales
tax in Delhi and the adjoining States,
this proposal has been brought for-
ward before the House. I feel that
the House would agree to the changes
in the rates of tax proposed, because
they are quite nominal, and 1 trust
that the House will accept the amend-
ments proposed in the Bill. With
these words, I move.

Mr. Speaker: Motion moved:

“That the Bill further to amend
the Bengal Finance (Sales Tax)
Act, 1941, as in force in the Union
Territory of Delhi, be taken into
consideration”,

Shri Prabhat Kar (Hooghly): So far
as this Bill is concerned, it relates to
sales tax, but as everybody knows,
today, the term ‘sales tax' is a mis-
nomer. It is really a tax on the con-
sumer, in the sense that the tax is
being paid by the consumers. Whether
it is multipoint sales tax or single=
point sales tax, or double-point sales
tax and so on all the time, the tax
that is imposed is being paid by the
consumers.
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I know, as has been pointed out
by the Deputy Minister, that there
was a discussion with the Chief Min-
isters on this matter, and with a view
to increasing the revenues, the sales
tax rates have been increased in other
States, and so, it is now proposed in
this Bill to increase the sales tax rates
in Delhi so as to bring them on a par
with those prevailing in the adjoining
States. That is what I have been able
to understand from the Statement of
Objects and Reasons and also from
the speech made by the Deputy Min-
ister.

1t is 3 well known fact that Delhi is
now the costliest place in the whole
country. For example, T can tell you
how things have moved. Ever since
tne upgrading of the Delhi city to a
class A city, which resulted in an in-
crease in the emoluments of the Cen-
tral Government employees, the
prices have gone up. With the in-
erease in the rates of sales tax, the
orices will go up still further.

It may be argued by the hon. Min-
ister that it is only in respect of cer-
zain Juxury goods that the sales tax
18 being increased. But, as we know,
whenever there is the imposition of
any tax on a particular commodity, it
has its repercussions on the prices of
other commodities, and the prices of
the other commodities also go up. So,
naturally the increase of the sales tax
which is now proposed will give an
smpetus to the businessmen to raise
the prices of other commodities, which
will further worsen the plight of the
common man who is already suffering
on account of the increased taxation
during this vear.

Therefore, I would only request the
non. Minister to gee that this sales
tax is not turned into a consumer's
zax. and let not the consumers be
asked to pay more, because the sales
tax is a tax which has to be collected
at the point where the sales take place
in the factory or at the level of the in-
dustrial unit.
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* think that the hon. Minister has
said that the proposed increase will
vield a revenue to the tune of about
Rs. 53 lakhs.

Shrimati Tarkeshwari Simha: Both
these proposals will result in an addi-
tional revenue of about Rs. 1.15 crores
per year.

Shri Prabhat Kar: Naturally, that
much of amount will have to be paid
by the consumers, and to that extent,
the prices of the commodities will go
up. Therefore, I do not agree to this
Bill. and, I would, therefore, request
the hon. Minister to reconsider it.

Shri §. M. Banerjee (Kanpur):
From the Statement of Objects and
Reasons we find that:

* ...it was agreed at the last
~merting of the Chief Ministers of
States that the rate of Sales Tax
on certain luxury goods, whch
are now taxable in almost all the
States at a uniform rate of 7 per
cent may be raised to 10 per
cent.”.

If the taxes are increased on luxury
goods, I do not mind, and in the in-
terests of the country, and in the in-
terests of having more resources for
the country, I have no objection to it.
But my objection is only this, namely
why a particular point which has been
agitating the minds of the people in
the various States has not been in-
cussed by the Chief Ministers at their
meeting. My point is that in some of
the States, the sales tax is a multi-
point sales tax, and in some others,
it is a gingle point tax. I want to
know from the hon. Deputy Minister
who is piloting the Bill, whether this
matter was ever discussed at the meet-
ing of the Chief Ministers.

. For instance, in Delhi, it may be a
single-point tax, while in UP it may be
a double-point tax, and somewhere
else, it may be a multipoint tax and
80 on, in respect of wvarious commo-
dities, with the result that this is not
a sales tax but this is actually a pur-
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chase tax, that is to say, the man who
purcllaaces has to pay this tax.

1 would like to know whether this
particular aspect of the sales tax was
discussed, at the meeting of the Chief
Ministers.

The second point that I want to
raise is this. In Delhi, so far, the
sales tax has been less, and now it is
being increased to a uniform rate so
as to be on a par with that in other
States. You will kindly agree with
me that the people of Delhi have
always suffered because they have no
legislature. No Member from Delhi,
elected from Delhi, is also present
lhere today. Of course, only Shri
Brahm Prakash is there, but I find
that he is also going out.

Mr. Speaker: There are Members
from Delhi who want to speak, and I
have received chits from them.

Shri S. M. Banerjee: I would only
like to know whether this particular
question was discussed, and whether
prior consultations were held with the
representatives of Delhi, and with the
various political parties of Delhi, be-
causg ultimately this House is going
to pass a Bill which applies only to
Drlhi in the matter of sales tax, where
the prices of commodities have al-
ready gone up, and where I am afraid
the prices will go up still further if
the sales tax is increased.

As such, I would request the Deputy
Minister to answer these two points
in the course of her reply, firstly,
whether this aspect of sales tax,
namely that it is actually a purchase
tax was discussed at the meeting of
the Chief Ministers, and secondly,
whether proper consultations were held
and it was agreed that this Bill should
be brought forward.

13 hrs.

Shri Heda (Nizamabad): I join the
two preceding speakers who made the
point that the sales tax has to be
borneg by the consumer, and from this
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angle, it is never a desirable thing.
The worst part of it is that many times
the consumer pays the sales tax, but
it does not necessarily go to the coffers
of Government. It is appropriated in
the process. Then a new thing starts.
The shopkeeper says to the customer,
Do not ask for the receipt; then I shall
not charge you sales tax.’ In his inter-
est, the consumer also agrees and
thus he saves the sales tax and the
trader his income-tax. This creates a
further problem.

But T am very glad that this Bill
has brought sales tax on par with ad-
joining States. Otherwise, it was the
complaint of the nearabout markets of
Punjab, Rajasthan and West UP that
because Delhi was having a lower rate
of sales tax, it was taking hold of
thos;. markets. Instances were not
lacking when goods from Calcutta
would come to Delhi first and then go
back to Agra. In this way, an extra
burden is also put on the transport
and communications system. By in-
creasing the sales tax and bringing it
on par with adjoining States, that
burden is saved. For all these rea-
sons, 1 support the Bill.
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There is one more point. That is
about arrears. I understand that
among all the States, arrears of sales
tax are far higher in Delhi than any-
where else—the proportion is far
higher. I could nct lay my hands on
the exact figures, but these arrears are
increasing year after year. It would
not be very impossible for one to think
that soon those firms, which are in
arrears, would either have been liqui-
dated or would have otherwise gone
out of existence and new bogus firms
would come to take over their assets
and liabilities; then it will be pearly
impossible for Government to recover
those arrears, Sales tax is a thing
which should be recovered immediate-
ly month by month, year by year and
should not be allowed to remain pend-
ing for a long time.

Shri Shiv Charan Gupta (Delhi
Sadar): The amending Bill under con-
sideration is the outcome of our re-
quirement {o augment resources to
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mecet the expenditure on developmen-
tal programmes. It does involve hard-
ship to the pcople of Delhi, but it is
incvitable.

1 have to mention vne or two points.
You will remember that in 1957, the
Government of Indiu merged sales tax
on cotton, sugar and tobacco into
excise. The revenue has increased
from Rs. 3250 crures in 1956-57 to
about Rs, 42.43 crores in 1962-63. 1
have not wicritood why this proce-
dure has not been followed regarding
other items because, according to me,
this will give additional Te-
sources to the State and will help
them in meeting their increasing re-
quirements for funds. Further, it will
stop ieakage and simplify the taxation
structure, give relief to traders and
also reduce expenditure on collection.
Whatever estimate has been made by
experts, they feel that if this proce-
dure is followed, then not only will
revenue increase but it will result in
an additional benefit by simplifying the
taxation structure. Therefore, 1 re-
quest Government to consider this
matter.

There is no doubt thay the States
are allergic 1o this proposal. At the
time of the late Pandit G. B. Pant,
former Home Minister, and the late
Maulana Arad, they pui pressure on
the States and got it done. I would
ure on Government, ihe Finance
Minister and the Prime Minister, to
look into this question and deal with
it effectively so that this long-felt de-
mand is met.

The cther point I have to mention
is about the sales tax tribunal. The
income from sales tax has gone up
from Rs. 1.20 crorcs to Rs. 7 crores.
At present, the judicial function with
regard to the sales tax law is also dis-
charged by the chief executive, that is,
the Chief Commissioner in Delhi is
the final tribunal as far as sales tax is
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concerned. When the volume has in-
creased to such a great extent, it is
necessary that a salez tax tribunal
should be established and judiciary
separated from the executive.

Now [ come to my third point. Some
years ago, tnere was a Taxation Advi-
sory Committee in Delhi in which re-
presentatives of the people, the trade
and the consumers; were associated. It
used to go into the question of how
the sales tax law is functioning and
whay are the difficulties. After the
popular set-up in Delhi was abolished,
this Committee was also abolished.
OQur experience in Delhi is that this
Committee functioned in a very nice
manner; the Government had created
a liaison between the people, the tra-
ders and the Government, and many
of the ills of the sales tax law and its
implementation were removed. There-
fore, [ would requesi. Government to
consgider this question also

In the statement of objects and rea-
sons, it has been mentioned that Gov-
ernment have considered it necessary
to bring forward this Bill to bring
sales tax in Delhi on a par with that
in the adjoining States of Punjab and
Rajasthan. 1 would urge upon Gov-
ernment to go into this question, be-
cause according to my information, it
is not a fact. In many cases, Dclhi is
a, 1 disadvantage. What happens is
that decisions are taken. The Govern-
ment of India honour them promptly
and bring forward laws for the pur-
pose, whereas the other States do not
act so promptly with the result that
traders in Delhi are put to a disadvan-
tage. T say this because Delhi’s eco-
nomy depends mainly on its distribu-
tive trade. Delhi is a small State. It
has no hinterland. If all these things
are taken into account, the trade is
likely to be affected and the economy
of Delhi is likely to be jeopardised.
Therefore, I urge upon Government to
look into this question. I would also
plead with the adjoining States not
to put Delhi at a disadvantage in this
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respect; otherwise, things will worsen
in Delhi.

I hope Government will look into
these matters.

Shrimati Tarkeshwari Sinha: A few
points have been raised about sales
tax. Shri Prabhat Kar and Shri
Banerjec asked why at the Chief Min=
isters’ conference. a proposal for more
uniformity in the structure of sales
tax was taken up. We have been dis-
cussing this matter time and again with
various State Governments, We have
also been pointing out to them that if
they changed the structure of sales
tax to bring it more in conformity
and also into a pattern whereby
easier collection is ensured, probably
thev would be better bencficiaries of
the tax; it would be easier to collect
and there would be avoidance of eva-
sion of sales tax as well as income
tax. With this specific purpose in
view, at a conference of the Chief
Ministers with the Finance Minijster,
a proposal was put forward to ap-
point a committee. A commitbee was
appointed with the late Dr, B. C. Roy
a3 Chairman to discuss the problem
of sales tax with various State Gov-
ernmenis and bring about uniformity.
Various representationg had been re-
ceived by Government requesting
them to approach the State Govern-
ments and rcquest them to convert
sales tax into excise duty so that from
the revenue point of view there would
be better collection and it would also
avoid the evasion that was taking
place, in sales tax and income-tax
also,

The committee met the representa-
tives of the various States, and tried
m_m.r level best to pursue this matter
with the States, but unfortunately
some of the States were not agreeable
to the last, and therefore the Commit-
tee were unable to make uniform re-
commandations about saleg tax being
converted into excise. It is beyond
the competence of the Union Govern-
ment to press or force the State Gov-
ernments to adopt certain procedures,
because it is in their right and juris-
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diction to levy the sales tax in what-
ever manner they like. That is the
limitation from which we suffer. In
spite of being aware of the hardships,
we have not been able to proceed
much further.
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Shri §. M. Bamerjee: Can you not
advise them to have uniformity?

Shrimatj Tarkeshwari Simha: We
have been advising them, meeting
them and discussing with them, and as
I said a little while earlier—perhaps
the hon. Member and not hear me—a
Committee was appointed under the
chairmanship of a person of the sta-
ture of Dr. B. C. Roy to convince them
about thig point of view. That com-
mittee suffered from the same limita-
tion; it could only make recommenda-
tions, it could not make the State Gov-
ernments accept such recommenda-
tions.

The scrond point raised was about
the possible effects of the sales tax
in Delhi. Hon. Members know that
because of the peculiar situation of
Delhi, most of the Delhi goods are
going into the hinterland in other
States. It is a big distributive centre,
but it has no hinterland of its own.
Therefore, the ultimate effect of this
tax is also felt by the adjoining States.
S0, the adjoining States were very
much particular that the Delhi rate
structure should be more or less, if
not completely, on a par with that in
the adjoining States. They have been
impressing upon the Government of
India to keep this point in view. They
were also requested to raise sales tax
on some of the luxury goods which
have been listed from 7 to 10 per cent
for two reasons; to avoid more con-
sumption of these items, and to in-
crease if possible an easier source of
revenue. because it does not  really
affect the commonman’s dem:nds  so
much. All the State Governments
agreed, and were prepared to raise it
from 7 to 10 per cent. So, Delhi could
not be left alone because it directly
affects them.

That answers the point raised by
the hon. Member at my back, Speci-
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fically because it covers those areas
which do not come into the hinterland,
we cannot keep the Delhi rate struc-
ture completely different from the
rate structure of the adjoining States.

Another point raised wag that shop-
keeper does not make out a bill, which
means sales tax is avoided. To a cer-
tain extent, in stray individual cases
it may be true, but we have put safe-
guards also to prevent this. The deal-
er has not only to make a bill of sale
‘to the individual, he has also to keep
an account of his purchases. When
he makes an account of his own pur-
chases, he can be caught if he does not
have a proper accounting of the sales
tax. In spite of that, some people are
so ingenious as to avoid all the wings
of the law. It ig very difficult to keep
a check on them,

Shri Prabhat Ear: Gear up your
organisation.

Shrimati Tarkeshwari Sinha: We
are trying to improve our organisation,
Because of that we have been able to
reduce the arrears of income-tax to a
considerable extent, and we are trying
to see that this organisation of sales
tax is also improved, but as this orga-
nisation really covers the jurisdiction
of the State administration, there are
certain limitations also in this regard.

So far as multi-point sales tax is
concerned, I know it ig a difficult pro-
blem for the consumers and also for
the purchasers who have to pay il
But it is also under the jurisdiction of
the State Governments. It is for them
to levy a single-point or multi-point
tax, and we cannot go very far in
this matter.

I am grateful for the general sup-
yort given to this Bill.

Shri Shiv Charan Gupta: It is not
merely the rate of taxetion. We want
to have uniformily as there are cer-
tain things also involved, for example
exemplions. If ti'e hon. Deputy Min-
ister sces the list of Delhi Puniab and
Rajasthan, she would be convinced
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that there is no uniformity of rates.

Shrimati Tarkeshwari Simha: The
Delhi. All these problems were con-
sidered, and after they were discus-
sed. a common formula was devised,
and on that basis this Bill has come
before the House,

Mr. Speaker: The question is:

“That the Bill further to amend
the Bengal Finance (Sales Tax)
Act, 1941, as in force in the Union
Territory of Delhi, be taken into
consideration.”

The motion was adopted.
Mr. 'Speaker: There are no amend-
ments

The question is:

“That Clauses 1 and 2, the En-
acting Formula and the Title
stand part of the Bill.”

The motion was adopted.

Clauses 1 and 2, the Enacting For-
mula and the Title were added to

the Bill.
Shrimati Tarkeshwari Simha: 1 beg
to move:
“That the Bill be passed”.
Mr. Speaker: The question js:
“That the Bill be passed.”
The motion was adopted.

13.18 hrs.

DEMANDS FOR EXCESS GRANTS
(GENERAL). 1960-61

Mr. Speaker: The House will now
take up discussion and voting on the
Demands for Excesg Grants in respect
of the Budget (General) for 1960-61.



