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State in the circumstanceg that exist.
That being the position, hewsoever
much yrespect I may have towards Mr.
Sreekantan Naizr’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 it r:wuch
better than me-—the Government was
existing by a narow majority of two
Now there is a difference of 31—81
and 49 or s0 When 1t hag become so
well establisheq and when for the
first time for five years, there 13 a
very stable, very effective and very
useful Government operating, and
tontinuing to operate, under what
ground can we say that there is a
breakdown of the constitutional
machinery? It 1s 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
sincerity 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 six months
expires. ] have already rephed to
that point

I submit we have brought the Bill
because circumstances justify bringing
such a Bill giving extension for various
reasons which I need not repeat Even
though very good suggestions were
made in all earnestness and sincerity,
mn the circumstances explained, I um
not in a position to accept them I
fank all the members who have parti-
cipated ang for giving us very
valuable suggestiong which have very
fundamental significance. Thanking
thafs ‘T commend the motion for
acceptance.
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MR. SPEAKER: The gquestion s

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

The motion was adopted

MR SPEAKER We take up clause
by clause consideration There are no
amendments The question is

“That Clause 2, Clause 1, the
Enacting Formula and the Title
stand part of the Ball”,

The motion was adopted

Clause 2, clausg 1, the Enacting For-
mula and the Title were added to the
Ball,

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

1243 hrs.

CENTRAL SALES TAX
MENT) BILL

(AMEND-

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

SHRI N SREEKANTAN NAIR
(Qulon) 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 State; or (b)
in the course of the import of the
goodg intp or export of the
out of, the territory of Indix”.



4

"principles for

368 Central Sales Tax . BHADRA 9, 1808 (SAKA), |

Clause (2) of article 288 says that
Farlisment may be law formulate
defermining when a
sale or purchase of goods takes place.
In other words Parliament is em-
powered only to lay down norm vwhich
we should comply with. Article 286
is meant for that purpose. This
legislation is intended to deny to the
state government the right to Zormu-
late its 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 ig realiseq in place of
a single point tax. The Supreme
Court has also given a ruling that the
state governments are empowered to
Jevy 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,

SHRI N. SREEKANTAN 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.
JER: We are laying down a principle
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in respect of exports and Parlisment
has this authority; it is laid down in
article 288 (2).

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

SHRI N. SREEKANTAN NAIR; 1
am also not :n 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 mto consideration.”

Sir, under Section 5(1) of the Cen-
tral Sales Tax Act, 1956 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
effected by a transfer of ‘documents
of title to the goodg after the goods
have crossed the customs frontiers of
India. In the case of Md. Serajuddin
Vs. State of Orissa, the Supreme
Court held in April, 1875 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.

--im

According to the Export Control
Orders, exports of certein goods can
be made only by specified agencies such
as the State Trading Corporation: In
other cases alsa manufacturers, parti-
cularly, in the small scale and me-
dium sectors, have to depend upon
export housea for exporting the goods
because of the special expertise
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needed for carrying the export trade.
A sale of goods made to the canalis-
lng agency like the State Trading

tion ot to an export house for
the ‘purposes of export of those goods,
in compliance with an existing con-
tract 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 aforesaid judgment, sales of
the above nature to such canalising
agency or the export house do not
gualify 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
ang would make qur exports uncom-
petitive in the fiercely competitive in-
ternational market. It is, therefore,
?ronond to amend the Act retrospecti-
vely from st 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: cf 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
guthorities 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 Ltd. Vs. State of Mahara-
shtra, the Supreme Court in its maj-
ority judgement ruled that the pro-
visions of the State sales tax laws
as to ,penalties do not spply for the
PUIDH of the Centrat" ulel tax. In

of #iis judgement, the State

ents lre téced‘ with the pro~
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blemofhﬁ‘ingtordundthemm-
collected by them. in the past by way'

‘of penalties. The judgment has aie

resulted in a vacuum being created
in regard to levy of penalties for
preaches under the Central Sales Tax -
Act. Jt is, therefore, propused fo
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 have
been levied in the past for the pur-
poses 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 validated.

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

(i) Crude oil and certain cereals
and pulses are proposed to be
included in the list of goods
declared to be of special
importance in inter-state trade
or commerce. The result of
such inclusion in 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 anq 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-
Posad to be clarified that the
pulses included in the list of
declareq ggods,  whether
whole or separated, and
whether with or without
husk, shall be treated as a

."':g:‘”& Odityiotii
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(1) Two new definffions of the

(iii)

expressions ‘“business” and
“crogsing the customs 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 defined as cros-
sing tha limits of the area of
a customs station in which
imported goods or export
gouds are ordinarily kept be-
fore clearance by customs
authorities, In the absence of
a defirition, “customs fron-
tiers” in Section 5 has been
interpreted to be co-ter-
minus with the extent of the
{erritorial waters and this
Fives rise 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 definition of the
term ‘dealer’ is proposed to
be substituted by a new com-
pichensive definition.

(iv) Section 7 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
course 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.
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(v) It is proposed to plug a
lacuna in subsection (1) of
Section 9 of the Act to pro-
vide for collection of tax im
respect of subsaquent sale,
not exempt from tax under
the Act, which is made by
an unregistered dealer, in the
State from which such sub-
sequent sale is effected,

Sir. the ameadments proposed in the
Bill with respect to the definition of
‘sale in the course of export’ is with
a view to give flil.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 saies tax op these items.
The other amendments are with a
view to tightening up the adminis-
tration cf the law.

.

Sir, I 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, 1958, be
taken into consideration.”

MOHAMED KOYA
(Manjeri): Sir, I 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 .

The Sta‘e Government of Kerala
have written to the Government of
India as late as on 28-7-78, stating
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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Xach State has its own scheme In
the levy of sales tax. The pattern
adopted by a large State, which has
advanced industrial and manufactur-
ing activities, like West Bengal and
Maharashtra, is different from that of
a small State which has no such
advantages. 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, many 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 are 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 Laving a near monopoly,
and the demand is not responsive to
slight wvariations 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
ftate Minister took the trouble of
coming to Delhi and explaining the
position to the Central Minister in

person,

AUGUST 31, 1976
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. The proposed umendment will have .
very eserious impact on the State’s
finances, To fund the current years
plan, we are raising additional re-
sources of the order of Rs. 20 crores,
and we lhave also agreed to improve
the financial position by another Rs, 10
crores by way of economy in expendi-
ture and arrear collections. Even then
there will be a sizable uncovered gap.
For financing the Plan in the coming
two years, the State Government
stand commuitted to raise nearly Rs. 47
crores over ang above this 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 level does not meet our
reasonable requirements,

Therefore, 1 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 Shri
Stephen, which ic an enabling provi-
sion

MR. SPEAKER. Shri Stephen.

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

MR SPEAKER.
sion of the House
after lunch.

He 15 1n posses-
He can speak

13 hrs.

The Lok Sabha adjourned for Lunch
tll Fourteen of the Clock.

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

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

MR. DEPUTY-SPEAKER: Shri
Stephen.
ot T e (qwE¥) ; IuTeRw
wgrax, g7 qai qar wer § fin wopglea
mfedt sx wagfew omfadt e
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fidarw & wror Wt Y o7 < § 1o
e onfirdt & X 3 gt 0 e
aft &, efad 57 % S ar om @y
s,

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.
1 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 OW g ¢ ISR wERw,
FB TR oftodI g I §5 FT TEW
AR T NT 7 §, AfFT g7 ¥ ara TG
o1 @i g & g g fr oag fawr
wqAYT FAT AT A 7% fFAT W09

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

SHRI RAM HEDAOO ; * *

SHR] 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 deflnes a particular thing, the
definition must be truthfully done.
“The consequences of this wil ba 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 the 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 long time ever slnce 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
deflning 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 Parhament 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 incorporated. 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 ssle or purchase of
goods shall be deemed to take place
in the course of export of goods out
of the territory of India only if the
sale or purchase either occasions such
export or is effected by transfer of
documents of #tle to the goods, etc.
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,
across the customs borders of India,
even 1f 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
course of export and import. 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 consistent 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
deemung 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 really everyhody knows to be the

fact.

1¢ 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.

(Amary, BitE &

SHRI ¢, M, STEPHEN: Thef [ ke
coming to.

But what I am submitting is: re-
taiing both, retaining on the one
hand and saying that only when this
happens, 1t will be this—that 1s 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 gosds. Only that. That 1=
retained. After retaming that, you
say that in spite of that, a sale which
has taken place prior to that shall also
be deemed to be a sale in furtherance
of the export 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 somebody in confor-
mty 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
gaods 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
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you, iake another standard some-
whereelse. One is in the course of
exports and imports between two
States and another is in the course of
exports and importg between India and
rcoyntries outside. If a sale happens
t be in the course of exports you
apply one principle. Then by apply-
ing the same principle, sale across the
State must also be a sale which is 1n
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
oniginal 1s kept. Then the third one
comes Saying that the new principle
is important. This is highly baffling.
That 1s what I wani to submut.

I have got my own doubt about the
constitutionality of this definition It
is true t1at the Parliament has got the
power to defilne a principle, but the
principle must be a principle. What 1s
the principle defined? You have
applied two standards. That 18 not a
principle. I 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 legslator
That is all I have to say about it.

Here it says that 1t 1s not only the
fina] sale but the sale precedimng the
final sale will also be a sale for execu-
tion of un export contract, I, residing
in Kerala, sell to somebody in Cochin
in Kerala, something, on the basis of a
document which is produced, saymg,
thig is in fulfiiment of an export con-
tract. ] sell it without realising sales-
tax. That man shows the contract to
hundreds: 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
sellg it to somebody in Madras, in the
course of inter-State sales. What hap-
pens here? You cannot collect the tax
here, because, here is a sale which is
claimed t0 be for a sale which will
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directly occasion export. Two parties
are not the only ones involved in is.
A third party comes in; an interme-
diary comes in. I hang on to a parti-
cular agreement which he has got. 1
believe 1t. I sell it without collecting
the tax. He shows the same thing to
diffierent people. He sends it round
the country to difierent States. He
escapes vales-tax He escapes sales-tax
in the other State, saying thig is.
finally for export. Every State is thus
deprived of the tax. The dishonest
man will thrive, the treasury will
suffer, nobody will bheneflt by this.
You may consider the disastrous cons
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 is 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 78
denuded. My friend will say, we
will make some adjustment and give
the money tc you. It may be that
you may give in the next five-year
plan but what about the future?
After some 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 are
unduly pessimistic.

SHRI C. M. STEPHEN: This is the
position we are coming to. This is
where 1 say that the federal pritwciple -
is violentlv violated: this is an area
where I have got the jurisdiction—
that area is sales-tax. Under Item-
82A of List No. I, you got the juris-
diction to colleet your Central Sales-
tax. There, you are converting the
sale which is factually a sale within-~
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“&he 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-
-gule (2) gives you the power to make
@ definition and using that, we are
being denuded for the whole thing
that is taking olace.

Finally, one more pomt and I have
done. What is the justification?
"They have specifically stateq that, es
far as the ST.C. the MM.T.C. and
.some export houses are concerned,

ey are not able to compete in the
international market because of this
additionsl 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?
Is it necessary to build a China wall
to protect a squirrel? Is i1t necessary
for you to motect 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? 1If 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
Heaver's sake, don't throw sub-
Article 2 at us and say that ‘we are
powerless’. But, the fact remains
that tlie finances of the different
States will crash; they will become
desperite. That is the only source of
thelr revenue and it is on that source
“that you are laying your hands and
.Jou are depriving the States of their
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inherent revenue in order to pritect
these two sources. The effect of it will
be that the protection will not be
for these public sectors but the pro-
tection will be for these undertakings
in the trade. Protection will be for the
black-money makers in this countiry.
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
and 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 15 & 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 whereby the States could
be protected; the S.T C. also could be
protected; and so do not be firm about
this position. I request ycu 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 affgcted so6 far ae all States
are concerned. It is not omly 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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Rarzlier, in the year 1872 there was
another amendment to the Ceniral
Sales Teax Law and at that time men-
tion was made about the arrears of the
Central Sales Tax that have already
been assessed but not collected. Sir,
though black-money to the tune of
Rs, 1500 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
still lying on the Central Sales Tax
account. By amending this Act,
certain exemptions to certain categories
ot 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 Sales Tax 18
there. The big business houses like
Bata and Colgate have their manu-
facturing and 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 1s
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 small manufac-
turers have to surrender their 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 cheated 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 take it to
Calcutta and they simply put the label
saying ‘it is our own manufacture’.
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 headquarters of these
big monopoly houses. In this and
various other ways, there is evasion of
tax There should be certain machi-
nery to take care of this and see that
the evasion ig 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 coramodi-
ties 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 sales
tax.

You are going to exempt export
goods from tax. Today the Central
taxes and State taxeg on certain items
are also responsible 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
these 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 sales 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 I would
request that you specify in this con-
nection what are the essential com-

modities which are totally exempt.
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Regarding 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
security 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-Stale route
permits. I know of a certain bona
fide consignor who had consigned a
wagon load of certain articles from
U.P. to West Bengal. He haq valid
documents, sales tax ceriificalte 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 1o the delay
caused in such operations, the con-
gignee has to pay demurrage to the
railways and so on. The other harass-
ment is there. Therefore, I request
the hon. Minister t{o see that in the
course of inter-state sale and tranship-
ment, on the central sales tax account
no party is harassed unduly; that point
ghould be looked into.

Here, another definition has been
given. It is for the purpose of central
sales tax. This will create confusion.
Businegs 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 construciién of his own house. If
you treat that as adventure or manu-
facture and if you do not take the
fact that it is being manufactured for

2 . t
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his own individual use, it comeg Witk
in the meaning of this, clause. Then
it says ‘any transaction in conppaction
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 Bihar and carry
it to this 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
already mentioned about 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.

st gt fog (wwt) - dgw Bew
Zan gisie fam cr wat sw o )
Re W faer 1 g < ¢ WE AR WA
a1 ¥ iy wrsws weadehT wrfer #§
gRI A1 /A 74T § 4g TF TSR
gfway ¥ 2ga sgm aean § fore w1 a0
¥ gard wre o) Faul ¥ wua FE3 gent
¥ owwraw ¥ Sadt @ @t adr @
fararefy 7 el 1 Fergro gwTT Wt
w@n § og A witen fawr qurfpar §
T A qeF g & GAF S IEIGT W
farzITr Y § 9 @R g §)
Tz fast €8 WX ¥ W@y §§ TeAg
¥ fir gar 9 Qe A1 arr e g,
vak o= g faelt wifre & gl &
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¥ W FTART | €W GO ¥ IR W
wt wopd fegwl ¥ w3 WA xw
e & afer ot dex 2ew Y gy
WGt £7 GATATT HT G T37 qg Y
v fr gara st samre R )
7y farot wga Y wufas §, d ot ofy
WA EO o) =) i fe Bea vz
€T ¥ f gAY, G W e g
fao ¥ aff &1 ¥= #) oFF ¥ Qur
avgs grar § o fvdi ) Tog wr WY
g § g dew daw ¥ wOar § A
T awarT ogaT ) 59 ga famwy
1 & o wdft Ay SET N TF
T WG T R 717 74 T o)
«Y| His way of expression was very
con vincing but there was no merit
in the argumeng itself. aF T ST
N wifar ag foixw g 1 AR
W W qX I fagr fr a3 fasdw
AT MR FrIaa Ay gx ¥ Ay
GearEs gt 1 & wgm wigar g fw
wrrfarc fagali v A & fag gag o
o wecd Efra st evas adt &%
awar |

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

ot g8 fag . =g famr g7 &
oge § 1 Afew gaar seT wgan e
desdwn A amrg AN agaard T
fawpdt qxdi § 7% 9% s oF oY wiwRe
e A} F qrar |+ 4, 5 fownd I &
forg ¥ a1  gea Eaw wv Fgarw
wEeEr ¥ o Y arar o wde dEw
aga felt o | WA §, 5% ¥ v
aft § a7 1 50 ¥ wrnw @ e
Ay SR W i v & foT W e
et frn § ap et g

186

15 fada § fw 3w Wy wiw e
¥ fad wY et P wfed | §ea
%8 w1 N 97 T faww § 3 FOR
¥ Afaw TN v v AT G I AT
§IaE WA v |y A gEar
wfw ¥ Fpr o faved wrfed o
e CANT ¥ wwrs aga Al T war-
QY # we¥ g § v warwar FywA
a8 WA Ffra & aror et
xq 49X TH AR oY FTRICHT
W ver niggafrdedna®
wRE Xt ¥ faver fad w@ 1

arg € 99 Aen aw FY w1 {1
feear fiar § wafag @ » wrar ¥
(s A §T wey | Fewdvw
gefufrgar 2adN §, @ Nww
W AET | W T A EwT 9
gatms I N @A LY
gaardl 73 T8 § | TF FW® B QAT
aifgd o a8 adigeay g awar §
wa Asw dvm faarn PwaT P FH
T A qU FA Aqz AT AN
¥eg Exq & ag1 wxqfer dgafIT
F wedr ¥faze@r =ifgq

¥t Yo 2o Y Aol f ag faw

Eaer qgas @, ik wm X oW W

&g Toux A AT qFar)

7 ookt & wry & ga faT 1 gaqq
F@E

SHRI D. K PANDA (Bhanjanagar):
Sir, as far as thus  Bull 15 concerned,
there 1s nothing new. The parent Act
18 being amended as has been done in
the past. But it affects many States
and their Revenues. These questions
have been rawed long ago, prior to the
last Sales Tax (Amendment) Bill which
was referred 0 3 Select Commuttee in
1972. At that time it was proclaimed
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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 subsistence
level, such commodities will be exem.
pted from tax and that a huge amount
will 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 18
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 dehvered on 16th April,
1975 and this Bill is being brought
before the House on 26th August, 1976,
that is, after a delay of onhe year, 4
months and 10 days. Why was there
such a big lapse? This shows the
geriousness 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, and they can sell
it even to some individual. They may
oz 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.

AUGUST 31, 1978

(Amdt.) Bill 188
The arument given is that because
we want to earn fore foreign
and because there is flerce compstition
in the international market, we.want
to give more concessions, more ncen-
tives to the big traders, IT at all you
want to give some incentive, it should
be to some gelective items, and that
also when dealt with by the public
sector. Unless the State ia going te be
benefited no such exemption 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 invoicing and over-
invoicing, If they bhad given the
articles to some other person and not
to the foreign buyer, they would have
violated the law, but who is gelng {0
catch them. We are not able to optch
everybody, and they violate the law at
every point.
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“Therefore, this is the argument
placed by Sirajuddin in thig Orissa
High Court case, and now we are going
1o uphold the contention of the Siraj-
uddins. So, Sirajuddins and others
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
to 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
plade 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 various 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.
They 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 moneys. Therefore, my
suggestion is that there should be a
comPrihensive Bill wnd, dpecially,
assential commodities should not be
::Luht within the purview of this

MR. DEPUTY-SPEAKER: Now, this:
is obviously a very important Bilk
Mr, Stephen hasg 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 am
just putting it to the House. I will
give each Member the minimum of 10~
minutes because I really do not believe-
that he can make effective points iw-
less than that much time.

Shri D. N. Tiwary.

«ft Bo o fardd (Mrereiw) -
areas Y, A 2w witEdz fawr AT
sy 7@ 9T qraT ¥ SEET WOT
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¥vz o o femr dar ek g @ faa Wy
o ¥ ok H-xa® O WA § ol
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% izt o & wger; fir wreR feraer e ofr
o onfedt 1 & arx Y gram F et
strar wrifigd anfie Gar g o fror ol -
forg st NG A FIEX sawy 27 AT W
¥ oz fmz oy oft 2w 3wy anes ey
wa fieay vy Y SERt wfte s we-
33 fara’ forg fave ¥ wiraw) fiewr wrr
o { UE TP A DAy 1w O
orc SRy % o ur gwr & cefed
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g o gxo frand} .
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A W YT N5T A80 A7AT § 1 Few
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2af agN F ot IaF wrfexa

saFr@ TS sMemmrad
axay § 1 foadr ofr v gt ¥ ac
fqur&mx | T A X AT IF
XA RN F) FAAA § Ia 6T W guET
worr &1 23 wIRT qARY A
AT TFE 267 {5 AW g
Faw grgrfr—eT i angi ¥ ¥
gtaft wq{r § T ¥ A 2em
wE fedaz 13 &1 gier fyF
¥ifeqe as D ¥ 1 A T
alg e & 199 wa7 01f faerrr
B ¢ ar w2 IH TETD TH N
2 | g EAred vl o1 § A7 Fexe AN
q gar & fre3 Iaer 71 & v
DITWERITNEGITH A IT a7 EY
¥ geTeq Ao qarar g, Fra e fra
i fRTeY 4-5 AYT g1 TG Xiwr WL
Qo g€ xa) 93¢ d Wy
awdvm d W I&T AN Tty wR
Wmuan gy 5 waa @t fofes
FET qT A WA wHQ & A
froat ara i #33 & 1 qEAl AAE §
arf s W axww @Y § W1 Amwr
TR A arw & gefng wow
g% w7 A g v tw axg fw
FE ALY gow 2am W, qravcgwaNE
MW R, wred fowelrak w@ W)
wfww -t § 1 /T wgr oW
ST w  aeaw  §
ey, wadfed + ¥ Jar aawar
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m N. SREEKANTAN NAIR
¢ §: ME Debuty-Speaker, Bir, in
the motning § raised & point of order
brisging out the uncontitutionality of
the ggnem!meni, especially amendment
of séttioh™s. In the Sistement of
Objects and Reasons, Government
Says:
“This would make our exports un-
competitive 1n the fiercely compe-
titivg international markets.”

THat {8 givén as the reason for amend.
ing section 5. But there is one as-
pect of this question. There are the
cohventiontal items of export which
have existed there all along and which
continue to exist without any help or
any additional incentive from the Gov-
erhment of India. Such articles do not
fave any competition because they are
virtually monopolistic. Why shou'd
« Governinent bring them in here? The
hon. Minister says that, if he excludes
ithem, -he will have to exclude the
others also. That 18 not a fair ap-
proach to the problem. If it is only a
question of increasing the possibilities
of export or the quantum of export,
thdse items whose export would not
be mffected by the sales-tax should not
be included. This is my first point,

My second point is this. The state-
ment of objects and Reasons says that
this would result in enhanced exports
by bringing down ptices. Is this
enactment going to serve that purpose?
What he is now doing is, he is prevents
ing the State from 1levying a single.
point duty and is driving the State 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 if
the State Government raise it at 4 or
5 points, begining with the cultivation.
Then where will the price se at the
fina} stage? 'The system of levying a
tax at the final point has been intro-
duced because we did not want any
harassment of the poor producer. We
will have to appoint s0 many officers,
an of officers that would be necessary
to collect the tax. So, the State Gov-
1702 LS--7.
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ernments decided to  have {§ af the
final point. If the hon. Minister says,
Ddn't de it’ of course, dur phople in the
State will be benefited. Thousands et
officers will be appointed to collect the
tax. But there will be harassment of
tens of thousands of small tradera
Abpve all, both the expoart 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 15 another aspect to the ques-
tioti also. It is going just counter to
the 20 roint 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 sufter. 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 exemot 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 out
whether it is reasonable or not to ex-
empt such goods from the provis.ons
of section 5(3),

ATATT 29 Fierg Wt (SAWRYR)
q Fawt w7 & wavra ST £ | 9 qgT
sroat fam fafreet qge o7 &1 €@
witeiiz ¥ sreew WY o ? ghw B
T otz gu | O AY T AT ST
T e wiw e TR W
TErOE | I 27 TAG WY AT AT
adq wie @ a6 et b
16 WHE, 1976 W FWT 471
o oz Y T ) §www 5 6
dwwt o AT & tﬂiﬁ:?g
wariiew & | TR
feaftre g€ orT dwet TR § AR
oo g€ | ST ¥ dr it & ot
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“..occasions the movement of
2oods from one State to another or is
effected by @ transfer of document of
the title of the goods during their
movement from one State to another
State.”

7g ST AT § TR AW SHFT %msﬁ
5 Qi fipar w1 | w3 w07 www §
3, 4, 5 AT 6 T &HT AL a%F IFAT
aF F1 QT 92T A IG5 AT 3T
uisheg &Y 5T & 78 |0 qrAar
I Y ST HIT GO AFAT G 3¢
SrEar | faeEr sear ST age g1 G
€ SEAT Arfre F B AT gl 2
g 7IAT (08 HT A AT A&
dRadtT aivg @ aars 75§ qfF ¥y
qITT T BIT F TBT AR TEY
HIAT G300 | oz GHS T FX 7 HET
TIAT TIAHE KT ITRT a0 G397 |
E9 ATEY ag W1 QAeHe v 14T § 43
FGT W gHSHE § |

na Fagayiarg i Jeza Jeq a9
IR TRY QAT 2 | THAOE A T°
TG g 5 oav fr am o Feamane
d dx §1 giaqd amt #r eer ar
sarar dar faar mMiz w9y & aw Fa-
lgadz § foar | g9 I0% wAqEAdNE

AUGUST 31, 1976

(Amdt.) Bill 196
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SHRI Y, 8 MAHAJAN (Buldsna):
Mr. Deputy Speaker, Sir, the Central
Sales Tax Act, 1868, 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 Articlie 286 of the Constitution.
It prowndes for the levy, assessment
and collection of tax on sale of goods
in the course of inter-State com-
merce and trade. The proceeds of the
tax 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. 28 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 re.drafted
and made comprehensive so as to
avoid difficullies 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 or 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
materials. The word Customs Station
which js now used in the amending
Bill shall, in future, have the same
meaning as in the Customs Act of
1962. The old expression Customs
frontiers of India was interpreteg to
be coterminous with the extent of the
territorial waters.

Exported or imrorteq goods are
checked in the customs station and not
&t the edge of the territorial waters.
The interpretation put on the old ex-
pression gave rise to practical difficul-
ties. And therefore the new definition
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gets over the awkward situation.
Section 3 of the amending Bill is very
important because it enables you to
get over a serious difficuity
created by the judgement of the
Supreme Court in the case of Mohd.
Serajuddin versus State of Orissa.
(Interruptions) The Supreme Court
held 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
onginal 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 countries but also
knowledge of laws 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 ig beyond
their means or employ experts in the
field.

To export goods you have first to
arrange for sale to a canalising agency
such as the STC or an expor{ house
which in turn arranges for their export
to the foreign importer in compliance



199 Central Salei Tee  AUGUSY 31, 108/

fEhit ¥. S. Malejen]

with an existing contrétt or order.
Hance both the trankactions {e, fifst,
the sale to the ST.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 econnect-
ed with or in the course of the export
of such goods, Both the transactions
have to be exempted as we want to
boost our exports.

This point has been clarified by
Section 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.

Sir, some of the hon. Members have
preceded me, if I may say so, have
spoken from the provincial point of
view. It is the Centre which has to
look after commerce, that is, the
imports and exporty position. Due to
four-fold increase in oil prices we were
dealt with a severe blow and our
balance of trade position became criti-
cal. In spite of tremendous efforts to
boost exports the year 1975-78 closed
with a deficit of more than Rs. 1050
crores. If the deflcit continues at this
rate the country cannot remain in a
solvent condition. It 1is, 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 is always a 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-
ment of the Supreme Court in Khemka
Co. Pvi. Ltd. versus the State of
Orissa. The court held that the provi-
siohis of the State sales-tax faws as

(AdL) Bl

o pecilties 8id zot apgly for
purposss of Central Saies Tax
original Sales Tax Act had
fact empowered the State salds-iax
authoerities to ashess re-ussess, celleet
and enforce payment of the Oentral
Salés Téx law and authorived them to
exefeise all the powers which they had
undér these laws in their respective
States.
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Lastly, Section 14 of the Central
Sales Tax declares vertain goods to be
of special importance. It provides that
if they are taxed in any Sfate the
rate of tax shall not exceed 4 per cent
of the sale or purchase price of the
goods, secondly 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, 1t
1s a 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 about the utility of including
thig item.

Our D'eputy Leader raised so many
objections to the Bill. As regards the
constitutional valdity, it can be look-
ed after by the Supreme Court. But
he said that the result of this Bill
will be theti 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). X know what I am talking
about. The yield from the Central
sales tax is divided between BStates,
but the main income of the States is
from the State sales tax, \

SHR] SHIVAJI RAO S, \DESH-
MUKH (Parabhani): Central sales tax
is not divided among States.

SHRI V. S. MAHAJAN: 1t is.



i

an1  Cestrgt:
point ¥ would

SHRI RAJA KULKARNI (Bom-
bay-North-East): Mr. Deputy-Spea-
ker, the Central Sales Tax (Amend-
pwent) Bil while trying to remove the
apomalies 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
consultations 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
special importance, special crude, to
which | am going to refer. There are
certain States which are likely to be
affected because crude oil is now to be
categorised as a declared good. Now,
what will be the result of it? So far
as importeqd crude is concerned, it
has been exempted and the problem
will not arise even in future. But as
regards indigenoug crude, whetbher 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
foxaq at the State sales tax rate of 8
per cent. Now when this is going to
ba categorised as a ‘declared good’
under this legislation, it wil} be 4 per
omnt. and so these States, specially
Maharaghtra whena within the next

Taxr BRARRA 8, 1808 (JAKA)
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sgainst 5 or & million tonnes in
Gujarat and 4 or § million tonnes
Assam, are likely to be affected. We
would Jike that they are c tqd
for this in some way or other. The
Minister should take care of thig and
at least agsure the State Governments
on account of the loss likelv to be
causeq to their exchequer.

15.29 hrs,
[SarRr G. VISWANATHAN in the Chailr]

The other point is about saies
which go into export and the exempt-
ion given to them under cl. 3. It 18
true that now whether there are two
transactions or three transactions or
one transaction, from the manufag-
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 from 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 nlso. If the last transaction
does not take place occasioning ex-
ports, if exports do not take place
within nine months of sales, it is sub-
ject to sa'es tax. So if exports take
Jdlace within 9 months, they are ex-
empt even under the Bombay Sales
Tax Act. We should like that such
calculations should be considered.
'l'.he Maharashtra Government had
given their suggestions that their pro-
vision should have been accepted.
Even at this late hour, the hon. Mipis-
ter should cunsider the suggestion that
there should be a time limit and thea
alone it should be exempt.

SHRI VAYALAR RAVI (Chirayin-
kil): The hon, Minister is shouldering
the crass which had been handed over
to him by the Commerce Ministry.
They are giving also retrogpective
effect. I am afraid the hon. Minister
mymn‘hwotommth deatafly.
it is inowitabie; it i & ocurtesy on the
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part of the central goverimient to
consuly the Chief Ministerg of the
State Governments in the p ropér form
before meaking an amendment which
, seriously affects the economy of the
' States. I regret that the Central Gov-
ernment has not done this: this Bill
has come before us one fine morning
as a bombshell and this is going to
affect the Stateg adversely; especially
my state will be sffected very severe-
ly. Mr. Stephen has pointed out that
‘out of g total revenue of Rs. 119 crores,
at one snatch Rs. 28 crores are being
taken by the Central Government ang
given 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, pamcularly 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 to an export
canalising agency such as 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 would
be liable to State sales tax
and there would be a cor-
responding increase in the price of
the goods. This would make our
exports uncompetitive in the fiercely
competitive international markets.”

1 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-
cause of sales tax, One fine morn-
ing by this Bill Rs. 400 crores are
being teken away from different States
and given—to whom?—to private
exporters in the name of STC, Then
ﬂau is being given effect to retros-

Jdrom 1052 onwards. How
much wil] be the savings for STC?

. AUGUST 31, 19%

Which are export items teday.dy in~
ternational maricst? Peyper and oar-
damiom sre monopoly items. Only two
countries produce pepper; it is almost
an Indian monopély. Cardamom
also—only Indis and Guatemala; it is
also almost a monopoly of India. We
were exporting marine products worth
Rs. 80 crores; our export of mmirine
products jumped from 80 crores to
Rs. 118 crores with sales tax. Tamil
Nadu, Kerala ang 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. 88 crores to Rs. 118 crores. Did
they suffer because of sales tax? Have
they suffered because of sales tax?
No. CCI js importing cashew from
African countries paying Rs. 250 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 sales tax will come. You are
objecting to one point sale, saying the
price has to be controliled 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 said that there
is anything wrong with the Constitu-
tion. Article 28 says:

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

v

(a) outside the State; or

(b) in the course of the impart of
the goods into, or export of the

Citmdt.y B 204
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goods out of, the territory of
Indis.

(2) Parliament may by law for-
mulate 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 defeat 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 i3 invit-
ing everyboly to export through
them. We know what is happeéning in
the fishing industry today. The hig
monopoly houses are eating up the
small entrepreneurs, by saying “You
export in my name”. As Mr. Stephen

pointed out, this is being done at the
cost of the State revenue. My State
is suffering tcday 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 Stfate is los-
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, Maharashtra, Gujarat
and even poor Assam will be affected,
because it exporte 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 gone down, so
.far as our exporis 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 one 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 sorrow 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 has been very
ably argued by the Deputy Leader of
my party, Shri C. M. Stephen, and
others. But I think it involves many
more fundamental considerationg than
the mere legal questions involved.
Because, admittedly, it imposes a
crippling blpw o the State finances
in general, and to my State in parti-
cular,
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So, while I would not argue on the
point of it being unconstitutional or
otherwise, I would undoubtedly say
that this was certainly not the as-
sumption, underlying the Constitution
of the Union-State yelationship, 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 vu-
Hd assumptions behind our Constitu-
tion, when we called it @ Union of
States, when we demarcated the func-
tions between the Union and the States
and also divided the finances of the
Union and the Btates. 8o, it would
be wrong to say or proceed under the
assumption that this is a unitary
State. In spite of some legislation
here and there, I would say that it
would be historically untrue to say
that this hag ever been a unitary
State! If it comes to that, I can say
there is no State known as India
What is the concept of India? There
is no State known as India from Bad-
rinath to Cape Comorin, from Dwa-
raka to Manipur. This vast countiy
of ours has been historically condi-
tioned as an assemblage of regions,
as a quasi-federation. Whether po-
litically and constitutionally it 1s a
federation or not, what the federal
{features are, that i1s an entirely dif-
ferent question. So, I am unhappy,
extremely unhappy, that this bill
strikes at the very root of guch heal-
thy relationship between the Zentre
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 it and 3o on. But, apart
froam the Supreme 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 nubsidy in our Bxpm‘tl it
will certainly have an

impact, and all sorts of people wxll

-

(Amdty B3 08

try to take advantage of the subsidy.
We shouid try to avoid i¢. : It is said
that we have to make our godds com-
petitive in the world so that we can
meet our requirements gn
exchange for industrialisation,” main-
tenance imports and so on.

I do have certain ohjections and
reservations to the kind of sirategy
of export-led growth that js being
tom-tommed by some of the officials
of the Commerce Ministry, with in-
built import content, because that
will ultimately leagd only to erosion
of our own foreign exchange re-
serves! This was also done by the
Ministry of Petroleum and Chemi-
cals at one 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.
1 do not want to go into that.

1 accept the promise that our ex-
port goods must be made competitive
in the international market. Prohab-
ly 1t 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 international
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 whuch 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 jg coir or
pepper. Take pepper, 99 per cent of
the pepper 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 regsons.
Take coir. If other countties gre
Iooking for substitutes and there gre
certain substitutes entering the mar-
ket to cvitpete, it i not because af
the inherent price dissdvadiagé of
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coir. Or take ginger or cardamom
where We compete only with guste-
male, or lemen grass oil or marine
food sxports. Is it only because of
the price factor? If you withdraw
thig item and deprive the State Gov-
ernment of this revenue, are they so
-glastic 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. 1 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. Otherw:se,
I would say no case has been made
out and these claims are fallacious.

Now, it has been stated that it wiil
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
make 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 f§s
the policy. If it is the policy to push
in DCM, Union Carbide and other in-
ternational cartels into the marine
foog exports and allow the pioneers,
all 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 Mukherjee, of
this Government, T have no quarrel,
but the facts should be taken as facts.

I am immediately concerned more
with the consequences for my own
State. Virtually, out of a revenue of
R§. 200 crores for 1876-77, 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 yrefund. There might be other
States who might lose more or lesms.

I am here to say that we wiH lose
Ra. 33 crores.

(Andt.) Bill . are

Are we going bt:cbe penalined for
our topography, because we prot
the kind of agricultural Wprmm
which are 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 ig to
be clearly understood. We must try
to promote the cause of the Union
and assumptions underlying the con-
cept of the Union, rather than trying
to strike at the roots of the Cenire-
State financial relationship. Now,
this will 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 is a large
area of responsibility, like, agricul-
ture, education, forestry and minor
irrigation vesting with the States.
Today, I am sad to say that this 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.

The most important peint that 1
would like to make before I con-
clude is this. One of the most im-
portant factors in slow growth as
well ag a very serious malady of the
Indian economic development has
heen the regiomal imbalgnces, I am
sure, the Ministar has read a small
heok written about his owa State.
“The Agony of Wewt Bepgal”, writ-
tm by a dintinguished journalist, Mr.
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" Ranajit Roy. I do not want to go
intp the detalls'as to how industrial
Hoences have ‘been distributed  and
how certain’ States or certain pockets
. have cornered industrial lcences
and, consequently, growth has taken
phcg in certaln 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
s0 that they can mobilise more re-
sources? This kind of a legislation
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 “4nd a large number of other
legél  luminaries are here. It is
for them to discuss and decide. I
_cannot understand how exemptions
camnot be provided. It ghould have
* been better if it had gone to g Select
" Committse and ¥ proper: consulta-
“Hions hndl Been held earlier.- At Jenst,

11 Cenbril Setew/Duz . - AUCUST 33, 1018

(M} m m

at thh stage, I would yequest him W
Hsten o the agony of the States. " If
we want to re-structure the Centre-
‘State relationship, . partidiilsrly;, in
the economic sphere, greater thought
will have to be given to such legla-
lation a¢ Jeast in the future. I hope,

he will at least agree in principle
that the States are going to lose.

o s (zfwwr v )
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e sl oft, ot wora polt Ay qwrk
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qum § fis W ¥ faer o7 oady v
& for vt W §, fr g e
W 9T fine & feare fiear o« o
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qg“rw% | #za faet 51 g #T
@1 39 ford ot 5 gane deft wewr )
=TT el St g g qun e e
7T g 1 ag faw a:r:”m‘r%rwsr aﬁ‘( 14T
w% | '

SHRI® SHIVAJI - RAO -S. DESH-
MUKH (Parabhani): While rising to
congratulate the hon. Finance Minis-
ter for bringing forward a Bill awhich
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
revenue; can leak on a much larger
scale than he proposes to stop the
leakage.

It is frue-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 shoulq necessarily be st 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 «re 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 shoulq ordi-
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narily- be - given. ' Therefore, if: there
are any means of -promaoting- forexgn
exports ‘this 'Bill, in fact, if I may
way sc—the homn. Minister will please
£Xcuse me—.is - the - most - unfair-cut
and it is the unkindest cut on the
practically precarious balance of pay-
ments position of the States and will
go a long way in denying the under-
developed States thei‘r’ rightful claim.

Besides this, when 1 started my
speech, I said that it leaves so many
loops with- so - many "holes. One of
the basic holes fis:

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 go 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 to 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 forelign 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 ft.
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 redraftedq 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
holg 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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ter febm the other! That ‘surt of role
is not expevted of & federal govern-
meet. ¥You ganhct use this goarb to

deny certain rightful revenue to the
State Govermment.

Assam, Gujarat and Maharashtra are
the three oil producing States. Maha-
rashtra trails thirq becauge of Bombay
High, We have recently passed a
legislation to say that all the territo-
ria] waters constitute Union Territory,
Oil is taken from the Union Territory
of India and not from the territory of
Maharashira, There is no question of
payment of royalty to Maharashtra as
such. Therefore I beg to differ from
my friend Mr. Kailags when he ssid
that union government will give
royalty to the State of Maharashtra
for crude taken out from Bombay

High.

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

SHR! SHIVAJIRAO S. DESH-
MUKH: What is the uge of Minister
assuring 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 jt will not adq a farthing to the
coffers of the State Treasury of Maha-
rashtra! 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 Central Rates, The sale by
ONGC is at 6 to 7 dollars. So, there is
already the element of subsidy in the
tax-levy because of the lowering of
sale price. On top of it, the State
Government of Maharashtra ig denied
its right to levy the shles-tax at their
own rates. They may include it in the
schedule of essential commoditieg but
the rate of taxes should be the game
ng ot the commencement of the Bill
1 have given notice of agn amendment

(Amdt.) Bl a8’

that even if it 1s declareq as an essen-

tial commodity ang 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 shoulg be the same. And that is the
purpose of the amendment which I
have moved, This is a most innocent
one. I think it may not cause any
serious damage to the reputation and,
more 80, may not cause any damage
to our hon. frienq sitting here ang who
18 in charge of thus Billl

The question is: whether the Bill
proposes 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 gupposed 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 woulq broadly di-
vide this Bill into three aspecis name-
ly the foreign trade and foreign ex-
change promotion, inter-State trade
promotiong by means of declaring cer-
tain commodities as essential commo-
dities and the thirq is the crude oil. 1
feel and I would urge upon the hon.
Finance Minister to wait and see that
this Bill is referred to the Joint Com-
mittee to give their valuable sugges-
tions after deliberationg and on the
basig of their suggestions, the inter-
ests of the State Goveraments and the
Tederal Government ang also the in-
terests of the international trade can
be better safeguarded.
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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, tmfortumtely ex-
poses himself to the charge of pranay
%umer by this sort of lawmaking
‘which ig to the detriment of the State
Government. I think this wil] not
serve the purpose though the objective
of the Bill may be laudable.

Therefore, I would earnestly urge
wupen the Minister again to see that the
consideration of this Bill is postponed
and is referred to the Joint Committee
and after deliberationg therein and
after such amendments as the Joint
Committee may have to suggest, this
Bill might be taken up at the mnext
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
Dbe referred to the Joint Committee.

DR. HENRY AUSTIN (Ernakulam):
Mr. Chairman, Sir, the changes con-
templateq in the Bill are by and large
eonsequential 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,

This considerat.on had prompted the
Finance Minister to introduce this
amending Bill. To that extent, the
®ill is most welcome and I support
this. But, when one analyses the
variou; clauses, one finds that suffici-
ent’ exchange of views has not been
made on this 1ssue, it affects first the
‘States ang Centre relations. 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 necture with all its
<complex-ties 1n taxation, it affects the
relations of States. Take for instance
my own Statee We had a taxation
acheme Xknown as multi-point levy
system. But we found that a large
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number of small wadery have dHeoen '
affected by that, We found that ' ft

also the real dealer. It was in this
context that we thought in terms of a
single point levy system u the basic
scheme of our Snleu Tax Act and by
this we have le redly
identify the rea) point t which the
transaction 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 is 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 it this
Bill becomes a law the monopoly in-
terests will have an upper hand. I
have no 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
exempted from the operation of this
Act This will deprive the State of so
much of revenue and tax evasion will
become easy. This will only enrich
the coffsrs of the monopoly sector. 1,
therefore, request that the Finance
Minister 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 is impor-
tant that the Bill shoulg be taken into
consideration, I suggest, he findg out
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some viable alternative 5o that he may
sxtisfy the various points of view rals-
ed in this House.

With thege suggestions, I suport the
Bill,
oft qww.g 3wt (wret) ;v
TR KW FEA ¥ aga ¥ wqwat W
@ a avedt &, R ¥ ST e i
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SHRI VASANT SATHE (Akola):
Although I have such esteem, re-
gard and appreciation and admura-

op _for my hon. friend Shri Pranab

uthar Mukberjee, Mr Deshmukh
¢lajmed him to be Pranay; I do not
umdlerstang why he was so much en-
amoured of pranay—today he is emer-
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ging as Pralay Mukharjes for the.
Statas, You are going to spell prainy
for their tax structure. %.have not

been able to understand this urgency.

Why are you rushing through ihis

Bil1? I shall come to my points shotts

ly. But I have to, register a funda-

mental objection to this. Thiris an

importaiit Bill which affects the re-

venues of States and a large nuwmber

of Members feel about this Bill.

am not saving sny secret; it has beed

stateqd even by the Leader that Bills

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 econse-

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 probab-

ly clauses 5 and 8, I do not see any

benefit 1n this Bill

Take the provision about declaring
certain goods as being in the category
of declared goods. I shall take only
two points First crude oil I can un-
derstand very well if you say: as a
nation we are gomng to benefit by
depriving the State of its right. Then
I can understand; it goes into the
same kittv. If the nation benefits we
can say ttat 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
Assam the increase from 2 to 4 per
cent wil] henefit. But why should
Gujarat ank Maharashitry fo deprived?
Maharashtra is gaing to be deprived
of nearly Rs. 24 crores. Bombay High
crude oil production iz going to be
abuiat 10 million tonnes per year from
1980 on At a price of § 10 per
barre,’ the value of 7.5 million bar~



225 Centrgl Sales Tax BHADRA 9, 1898 (SAKA) (Amdt.) Bill 225

rels of crude cil is going to 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
Wwe 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 year
came down from 17 lakh bales to 8
lakhs. What is the policy of the Cen-
tre? Do you weant to help the poor
States by giving them some assis-
tance or to 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 mo-
ney and you do not give us maoney.
If we try to raise some money, you
want to cnatch 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-
ryir}g somebody else’s baby, although
he is very good at carrying babies, I
know. This is going to be like 2 hot
ball in your hands. After referring
to the STC, the statement of objects
and reasons 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, be-
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 be liable to State sales tax
and there woulg 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 minister 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 tax 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 particulay items. In that case,
we will agree to it because it is in
the national interest to earn foreign
exchange. At the same time, we
should bear in mind that there is the
normal annual increase in trade. For
instance, 18 per cent may become
20 per cent. ¥or heaven’s sake do not
take credit for it by saying that this
normal increase is due to the aboli-
tion of the sales tax. You have tc
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
lenefit 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 exports
did not pick up; therefore, we could
not help it.”

If you give an assurance that you
will compensate or make gooq 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 experienced export houses, in-
cuding your STC. I do not want to
say top much about the STC. Al-
though 1 terms of amount the export
through STC has gone up, if vou
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 flelds 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 this will only lang us
is difficulties and will result in ali-
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, without studying its impiica~
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 ar¢ not going to fall if
it is taken up in the next session. After
all, by sectiop 9 you are giving retro-
pective effect. Therefore, whether it is
done today or one month hence, noth-
ing is going to be lost. Therefore as
far as other matters are concemed,
please see the consensus here. It is
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practically a unenimous view expres-
sed in this House by State after
State that this Bill needs a second
look, a closer consideration. And you
bemg such an open-minded person,
as we have known always, open to
reason and congideration always, I
am sure you can appreciate this
appeal {rom us. Kindly agree to 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 me thic opportunity,

I must come to the resure ot the
hon. Miuiister whether he likes 1t or
not, becausc I feel that hon. Members,
in their espousa) of a right cause,
have somewhal dewviated from the
scope of this Eiil. When I say “espou-
sal of a right 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 besy source of re-
venue, as oy former 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 i1evenue.

Now, the difficulty lies, so far as
the Central Sales Tax is concerned,
because of the constitutionai 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 behalf 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. iriends there are now so
much enthusiastic about changing the
Constitution. Mr. Sathe is a Member
of that Commttee 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 ~atchir'g hold of those res-
ponsible for so-called anti-national
activities, that 1s the point.

Therefore, the object of this Bill,
as I said i, to dc certain things ...

SHRI SHIVAJI RAO S. DESH-
MUKH' We aie talking of scheduling
of goods, not caralisation of goods,
and thercfor, the question of sales
tax does not arise.

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

“No lav of a State shall impose,
or autnot:se the mmposition of, a
tax on 1!~ sale or purchase of goods
where ru~h <aj¢ or purchase takes
p.ace—

(a) outswae the State; or

(b) 1a the ccaise of the import
of the gcods mto, or export of
th- goods out of, the territory
of Indis”

The position 1y this In view of the
system f canalising of exports which
has been evolveq in this country,
every exporier, big or small, has to
go to an export house. So, instead of
amending the Central Sales Tax Act,
they could have done away with the
canalisation system.
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If I want to export to a party |
England or America, wheréver
may be, previously, I could do
directly. Thjs would have beeny'
direct sale and that would have
exempted from the sales tax, Tl
State wouid not have been able '
levy any tax because of the Constiti
tion of India.

What happens is that theg 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 orgamsations. Previously,
it was held to be not a taxable trans-
action between the M. M. T, C. and
the expor.er although the exporter
enters into j contract with the foreign
importer. The M. M. T, C. just comes
1n between and takes a commission
Whether 1t 1s 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 15 tnat those sales should
not be subject to taxation. That con-
stitutionul mandate was being frus-
strated bciause of an interpretation
put by the Supreme Court that when
you are giving the goods to the M. M.
T C or the S T C, as at that time
the cusfom frontiers have not been
crossed, it i+ an inter-State sa'e and,
therefore, the State is entitleq to levy
tax. If you say, you do not mind the
export ™ices being increased and al-
low the State outhorities to levy tax
and, if vou fee] that you have re-
duced the prices of goods exported by
States, you hLave to bring such a
legislation.

What the hon. Members feel and 1
also fez] in principle is that in &
proper federal stiucture there have
to be greater and greater powers given
to the States 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 *of the States are
being dried up. I quite see it. I am as
much agitated as the other hon. Mem-
bers. For espousing that cause, you
will not have to get full support from
us. So far as the principle behind it
is concerned the question is, how to
do it. By amending 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 necessary. But if you feel
that the export prices must be kept
in control to 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 regsrd te
the actual position regarding the ex-
port of goods, how far they can bear
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 1o
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 to those goods so far as the
imposition of sales tax is concerned.
The Central Sales Tax Act, 1956, sub-
ject to subseauent amendment provideg
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 amount of tax should noi He
there and that there should be a
single pomnt of taxation so that the
prices do not increase. As tec what
goods should be declared as goods of
national importance, that is a matter
of controversy. I agree with my
friends hers t some of the goods
may not be given an exemption in
the form of b declared as goods
of national importance and some
may have to given an exemption.
What are those goods? Certainly,
this is a matter to be discussed. But
once certain goods are declared to be
goods of nalicnal importance like
paddy, coal, etc. then the Constitu-

2

- tion immediately comes into the

scene, and once this declaration is
made, ‘he maximum limit is there.
For that, the Central Sales Tax Act
further provides which is not being
amended, that in cases of those goods
which are deciared to be goods of
inter-State importance or pational
importance, if they are subject to in-
ter-State transaction, that amount has
to be refunded back to the person
who seils 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 in
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

Caonstitution Amendment Bill te in-
crease a single power of the States,
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either politically or in any other
sphere. Yo are not 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 House into consideration
ang see that the States’ resources ars
substantially increased, that power Is
given to the Slate so that it can in-
crease its revenue lawfully, and for
that reason, 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 PRANAR 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 to 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. Kerals,
because of its pecuiiar character,
because of iis single-point taxafion
nature the pocint 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 %o
enjoy =xemption from the sales-tax.
Many other State Governments have
multi-points where they are impos-
ing taxes. Therefore, this is 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 Meaharashtra?
16.55 hrs.
TSHRT IsHAQUE SAMBHALI in the Chuir]

SHRI PRANAB KUMAR MUKHER-
JEE: Yoy were talking about giv-
ing concession to 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 noi have:
the right\ to impose sales-tax, That
right originates from arficle 286 as
has been pointed out by Mr. Som-
nath Charterjee. We are not debar-
ring States from imposing sales-tax.
We are only exercising the rights
given to the Central Goverfiment, to
the Government of India, under arti-
cle 286 and that too in the context:
of a judgement given by the Supreme
Counrt. The Supreme Court has:
said that the transaction which is
taking place between the buyer in
the foreign country and the exporfer
in the country, except that transac-
tion any other transaction would be
subjected to 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 ag it
is, after the interpretation of the
Supreme Court, the construction
which they have made 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
Suprems, Court in the Serajuddin
cagse. We are saying that when 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, in that transaction, in
that last sale, he will be exempted
from the sales tax This is the provi-
sion of clause 3...

SHRI VASANT SATHE: Later
on, if :t is not exported?

SHRI 7I1ANAB KUMAR M-
KHERJEE. If it is not exported, he
is violating thc contract, he is violat-
ing the law ang it will have to be
taken into account,

In this connection, Mr. Stephen
raised the question as to what about
a transaction which is taking place
in inter-State forum. Clause ¢ is
taking care of that. When some-
body is selling and selling on the
bona fide faith that thig iy, 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 or
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 is 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
ft has been interpreted by the Law

AUGUST 31, 1076

(Amdt.) Bill 236

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 thefr
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 in 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 clags 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
proposcd amendment is to exempt
aviation fuel from the high level
of gd valorem sales tax which js
being levied in two States. But,
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 whethey tra-
ditional items of agricultural pro-
fucts like ginger or pepper could be
exempted from the operation by
making some enabling provision in
the Act itself and whether the State
Jovernment would be allowed to
mpose sales-tax. As per the inter-
sretation of the Law Minister, Gov-
srnment has no such power., Parlia-

nent wil] have to determine the
rinciple.
SHRI C, M. STEPHEN:. Am I to

ake it that if the law permits, the
Jovernment will have no objection
o assume the power for exempting
irficles? I an  amendment s
rought 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 XUMAR 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 it stands, so far
15 the advice of the Law Minister is
oncerned, it does not allow me to
»ring any amendment in this Act to
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enable g particular class of commo-
dity to be kept outside the purview
of the provision of the Act.

Various points were raised 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-tax. 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
applicable in case of cashew; when
ca<hew s crushed, for getting it pro-
cessed, at that time, gt that process-
ing ctage, you could have the power
to impose sales tax on it or purchase
tax or any other tax if you like to
impose opn 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
modalily 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 §S. DESH-
MUKH- Why can’t we do it our-
selves?

SHRI PRANAB KUMAR MU-
KHERJEE: The Central Sales~-tax
Act itself 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. 286, such articleg would be
brought under declared goods. =~
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would not ke 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-
chese 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 Iike to mention the name of the
State. The question has 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 Chiet 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 peoint of time, we will have to
come to some decision. Dascussion
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 gnd which are con-
sumed all over the country we want
to bring some sort of uniformity and
wp bring them under the categor:
of declared 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
give some advantage to them becatuse
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 end Haryans. They will
suffer,

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 wup
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 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 see that there is
anything 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
1n yet another State it is 12 per cent.
Thercfore, the commodity which
aflects the life of all-India, should be
treated as a commodity of sensitive
natuie and that should be brought
unde; declared goods. Otherwise
there should be some kind of unifor-
mity, If a particular commodity is
taken in many areas, you will find
that some 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-
bers the figures which I have re-

.
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ceived from my colleague in the
Comimerce Ministry. One hon, Mem-
ber said that these are monopoly
items and we are enjoying mono-
poly in the world market. The fact
is not like that.

Ag regards cashew kernel during
the vear 1974-75 our export was to
the extent of 65,000 fonnes whceicas
in the year 1975-76 it has come
down,

SHRI C. K. CHANDRAPPAN (Te-
Uicherry): The 1MMwster is deu-
berately trying to rirlead the Hou:e.

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

SHRI PRANAB 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
befors hon Members on the floor of
the House The other Stem is Pepper.
In 1974-75 its tota} export was 26,000
tonnes, Ip 1975-7¢ 11 came down to
24,000 tounes. S.nnlaily, in the case
of Coir it has come down from 42.000
tonne; to 36.000 tonncs. My only
contention is that ;! 1 not a fact that
as you have en oyeri monopoly tor
some time, so for ul! time to come
you can enyoy thal monopoly. You
will have to take <iock of the inter-
national rituation and you will have
to adjust :our strotegy accordingly.

No