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SHRI PRANAB MUKHERJEE 
These are good suggestions. 

Abolition of Sales Tax 

+ 
*85. SHRI ATAL BIHARI 

VAJPAYEE; 
SHRI SURAJ BHAN : 

Will the Minister of FINANCE be 
pleased to lay a statement showing: 

(a) the su~gestjons placed by the 
Central Government in the Chief 
Ministers' Conference on November 2, 
1983 for abolition of sales tax; 

(b) progress in tbis regard in each 
State since then; and 

(c) the hurdles reported by various 
States and Government's suggestions 
thereon? 

THE MINISTER OF STATE IN 
THE MINISTRY OF FINANCE (SHRJ 
S. M. KRISANA): (a) to (c) A state-
ment is laid on the Table of the House. 

Statement 

There has been a long-standing de-
mand by the trade, industry and general 
public for basic reform in the sales tax 
structure in the country. As sales tax 
is a state subject of taxation, an), re-
form in the Sules tax system can be 
undertaken only in consultation with 
and with the cooperation of the States. 
A Conference of Chief Ministers was , 
therefore, convened in October, 198f} 
to consider the matter in all its aspects 
and as a follow-up, another Conference 
of Chief Ministers in February, 1981 
was convened to consider the matter. 
In terms of the resolution adopted in 
the latter Conference, an Expert Com-
mittee was appointed to study the 
financial implications of the proposal 
for inclusion in the Ii t of declared 
goods and for levy of additi nal excise 
duty in lieu of sales tax on vanaspati, 
drugs and medicines, cement, paper and 

paper board and petroleum product 
and the manner in which the financial 
interests of the States could be safe~ 
guarded. The proposal was thu~ for 
replacement of sales tax by additional 
excise duty and not for aboHtion of 
sales tax on the five commodities. A 
Committee appointed under the Chair-
manship of Shri Kamlapati Tripathi, 
Member of Parliament to go into the 
matter, submitted its Report on 29th 
January, ] 983 which was placed on the 
Tables of both the Houses of Parlia-
ment on 29th April, 1983. In its , 
reports, the Committee held determined 
a formula for the distribution of addi- ' 
tional excise duty on the five commodi-
ties amongst the States so that they did 
not suffer any losses and their' resource 
mobilisation was not hampered. In 
terms of the resolution of the Confe-
rence of Chief Ministers held in Febru~ 
ary, 1981, the report of the Export 

- Committee was placed before a Con-
ference of Chief Ministers held on 20d . 
November, 1983. In the Conference 
held in November, 1983 a large number 
of Chief M inisters indicated their accep-
tance of the scheme suggested by the 
Tripathj Committee for introduetion 
of additional excise duty in lieu of 
sal~ tax in principle. Some of the 
Chief Ministers, however~ indicated that 
they were not in a position to 
accept the scheme recomended by the 
Tripathi Committee. While thanking 
the Union Finance Minister for imple .. 
menting the resolution adopted by' them 
in Fcbru ' ry, 1981 the Chief Ministers 
resolved that efforts should be continu~ 
ed to bring about consensus among 
State Governments on these issues. The 
resolution adopted at the Chief Minis-
ters Conference held in November, 
1983 has been noted for suitable 
action. 
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THE MINISTER . OF FINANCE 
'SHRI PRANAB MUKHERJEE): Sir, 
I am prepared to convene the Con-
ference of the Chief Ministers at the 
earliest possible time. Only I would 
request Shri Vajpayce to exercise his 
good influence at least over one Chicf 
Minister so that he can support l1lc. 
And upon whom he can exercise his 
influence he knows and I do not want 
to tell him. 

SHRI ATAL BIHARI VAJPAYEE : 
What about the Congress Chief Minis-
ters 1 

SHRI PRANAB MUKHERJEE: I 
will take care of them, You at least 
eniure thl) support of one Chjef 
Minister, whom you know you can 
influence and I will take care of the 
rest, 

SHRI ATAL BIHARI VAJPAYEE: 
Sir, I know many Chief Ministers, 

MR. SPEAKER : I think you know 
all of them. 

SHRI PRANAB MUKHERJEE: 
Sir, one meeting I am having, as the 
Hon. Member is aWqre of. We decided 
in the last conference itself tbat we 
should have a meeting in regard to the 
consignment tax. That meeting I have 
already fixed on 24th of thc current 
month . Because I ' was busy with the 
Budget and Qther Chief Mi.nisters were 

also busy in the opening of tb ir 
Sessions; we are convening the meeting 
on 24th of this month In the earlier 

( 

meeting held on 2nd November we 
decided that I will have another round 
of informal discussions among the 'Chief 
Ministers before we call them in a 
formal confcrcnce;, and I have already 
started that informal discussion so that 
the proposal of Kamlapati Tdpathi 
Committee can be endorsed by them. 
As I mentioned in the Conference that 
I would not like to take the decision 
unilaterally, I would like to take most 
of the Chief Ministers, if not all, with 
that decision and I am still trying to 
persuade them. 

SHRI AT AL BIHARI V AJPA YEE : 
Is it not . a fact that some of the Chief 
Ministers are opposed to the replace-
ment of sales-tax because thcy think 
tha t their financial interests will be 
,jeopardised? I would like to know 
v.hether tho Hon. Finance Minister has 
been in a position to evolve a formula 
whieh will gua rantee that States' 
interests will not be allowed to suffer 
adversely while the SaleC)wtax will be 
replaced by some other taxation 
measures 1 

SHRI PRANAB MUKHERJEE: In 
fact, I told them when I had discussion 
with them formal1y and informal1v also 
that I would like to work o!lt tha, 
mechanism. Sometimes their com..it 
plaint, I would say, is not rational. 
They would say that their Sales-tax 
income has increased fifty times from 
1950. My point is yes, it has increased 
fifty, forty or thirty times. But simi. 
larly, the excise duty has also increased 
one hundred times. I gave the figure 
to you also the other day that from 
Rs. 100 crores in 1953-54, it is now 
Rs: ] 0,000 crores. I 

And another point to be kept in 
mind is that in early 1950-51 or 1956-
57, when these three items-tobacco, 
textile and sugar-were brought in, 
the base was narrow i.e. there were a 
limited number of items on which Sales 
tax was imposed. Now, the number 
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of items has increased. And if you just 
want to make a comparison between 
the net realisation on sal cs-tnx in 1956-
57 and net realisa tion today, it will 
not be a comparison between two com-
parables. So, what I wanted to point 
out was that I would like to workout 
a. mechanjsm; and in oracr to esta-
blish the credibility th t the Govern-
ment of India m ,lns bu. iness thi time 
the Hon. Members have noticed that in 
three major items I h ,vc given relief 
3. 11 along the line in texlil es. But in 
lwo areas where the St ate Governments 
are compl aining that the additional 
excise duty in lieu of Sales-tax, we are 
not imposing duties, I have imposed 
duty. And the only item on textiles, 
where I h:ld imp sed duty in the last 
Budget is meant f r the St ates. On 
cigarettec;, th e Hon . Members are a 
little unhappy with m ':: , befen~ I came 
to the final prop d . Th'.)re also I am 
transferring th ~ rcvl..!nuc from basic 
excise duty lo additional exei' l;! duty so 
that we can keep our commitment of 
reaching the target of 8.5 per cent, 
which my predeces or committed to 
the Conference of the State Chief 
Ministers sometimc, in 1980. Keeping 
that ill view. we have changed these 
measure . We can work out certain 
mechanism which will en u re that the 
ela ticity of rever:ue would not be 
reduced and tha.t ~h' ... ir inter ests will be 
protected . Obviously , if they expect 
that from four per cent they will 
have 20 %, i.e, five time that may not 
be ensured. But the reasonable growth 
at the level of eight to ten per cent 
annually can be ensured. 
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CfSomo of the Chief Ministers, however, 
indicated that they were not in a posi-
tion to accept the scheme recommended 
by the Tripa~hi Committee," 
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• SHRI PRANAB MUKHERJEE! 
Sir I when we kave tho Conforenee or 
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the Chief Minister, normally . we do 
not give this information. This ques-
tion was discus ed. I hope the Hon. 
Member would keep track of the 
record. In the December Session the 
whole quostion was discussed thread-bare 
and Mr. Vnjpayec also participated in 
it. In 1 he background of Kamlapati 
Tirpathi Commi.tee, the Repor t of 
which has boen laid Oll the Table of the 
House, the Hon. Member should know 
what arc the suggestions. In the con·· 
text of that a Conference of the Ch ief 
Ministers was convened. I assured the 

\ 
House that I am not going to take a 
unilateral decision .... 

MR. SPEAKER: You are right. 

SHRI PRANAB MUKHERJEE: 
... 1 will convince the Chief Ministers 
and try to carry them with me. In 
pursuance of that, we are trying to do 
this. 

MR. SP AKER : Question No. 86 
-Shri Subhash Yadav-Absent. Shri 
Ram Vilas Paswan. 

SHRI HA RIKESH BAHAD UR : 
Sir, 1 wanted to ask a very important 
question on this. Tripathi Committee's 
recommendatiuns are being kept in tho 
cold storage. That is l he probl em. 

MR. SPEAKER: No, no, I have 
caned Mr. R am Vilas Paswan. 

Loss to oUon Corporation of 
Indin by Import of Cotton 

+ 
*86. SHRI RAM VILAS 

PASWAN: 

SHRI SUBHASH YADA V : 

Will the Minister of COMMERCE 
be pIca ed to tale: 

(a) whether Government are aware 
that there had be en loss of more than 
Rs. 17 crores in the import of cotton 
by the Cotton Corporation of India 
during the year 1917 ; 

(b) if so, the causes of such heavy 
losses; and 

(c) whether Government have made 
any inquiry into the causes and if so, 
the results thereof? 

THE MINISTER 0 STATE IN 
THE MINISTRY OF COMMERCE 
AND IN THE DEPARTMENT OF 
SUPPLY (SHRI NIHAR RANJ/\N 
LASKAR) : (a) to (c) A statement IS 

laid on the Table of the I{ouse. 

Statement 

(a) Yes~ Sir. 

(b) In the wake of acute shortage 
of cotton in tho country and steep rise 
in cotton pric s during 1976-77, the 
Government directed Cotton Corpora-
tion of India to import cotton, in order 
to en~ur e adequat~ availability of 
cotton to the textiles mills and to check 
the rising trend in cotton prices. With 
the arrival of imported cot ton and a 
better crop during the foJlowing year 
Le.1977-78,theprices in the domes-
tic market registered a sharp decline . 
As a result J cotton had to be carried 
by the Cotton Corporation of India at 
heavy carrying costs which contributed 
to a great extent towards the loss. 

While disposing of tho imported 
cotton in the dor..iestic rna ! kct the 
prices fetched were lower due to the 
faJI in the prices. A p.ut of the' 
imported cotton had also to be export-
ed at the then prevailing international 
prices, which were comparatively low. 

(c) The Government looked into 
the matter carefully and came to the 
conclusion that the losse~ wore caused 
to the Cotton Corporation of India for 
reasons beyond the control of the 
Corporation. 
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