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The question Is:

“That the consideration ot the
motion be postponed till the 12th
Decemer, 1056/’

Those in  favour will  please  say

Some Hon. Memers: ‘Aye’.

Mr. DepBty<Speaker: Those against 
will please say ‘No*.

Several Hon, Members: ‘No’.

Mr. Depnty-Speaken 1  think  the 
*Noes’ have it.  The motion is nega
tived.

Shri Kamath: The ‘Ayes’ have it.

Blr. Depaty-Speaker. I am ringing 

the bell.

There is Shri Altekar’s motion for 
the vacation of the  seat  of  Shri 
Mahapatra,  and  there  is  Shri 
Kamath’s motion on it.  I shall now 
put Shii Kamath's motion first.

The question is:

“That the consideration of the
motion be postponed till the 12th
December, 1956.”

Those in favour may  olease  say 
“Aye**.

Some Hon. Members: “Aye”.

Mr. D<NMy-Speakeir: Those against 

may please say “No”.

Several Hon. Members: “No”.

Mr. Deputy-Speaker:  The  “Noes”
have it.  The motion is lost

Shri Kamath: The “Ayes” have it.

Mr.  Depnty-Speaker:  Those  in
favour may please rise in their seats. 
There are 12.

Now, those against may please rise 
in their seats.  I see a large number. 
By an overwhelming  majority  this 
motion is lost.

The motion was negatived.

Mr.  Depnty-Speaker: I  will  now 
put the main motion.

The question is:

“In pursuance of clause 4  of 
Article 101 of the Constitution of 
Indifl the seat of Shri l̂ narayan. 
Singh Mahapatra, Member of Lok- 
Sabha who has been absent frcm 
all meetings of the House for a 
period of more than 60 days  is 
hereby declared vacant.

The motion was adopted.

CENTRAL SALES TAX 
BILL—concld.

Mr.  Deputy-Speaker : 'The  House- 
wili now resume further consideration 
of the motion relating to the Central 
Sales Tax Bill.

Shri  L.  Jogeswar  Singh  (Inner
Manipur):  Mr.  Deputy-Sipeaker.  I
was saying in my  speech yesterday 
that certain essential items such as 
foodstuffis,  kerosene  oil  and  salt 
should be Included in the Bill, as they 
ate of very great special importance 
to the community.  The reason  for 
including  these  essential  items  is 
that there are certain States  which 
generally irm»se  exhorbitant  rates 
for certain foodstuffs.  I consider that 
if these items are brought under the 
purview of the Central Government, 
they should be in a position to en
sure a uniform policy.

to the notice of the  is that
there should be some  of a Taxa
tion Board.  As a general rule we find 
that all taxation will only affect  the 
poor peoole and I am not in favour of 
taxing them.  I  am  in  favour of 
taxing the rich people and I am in 
favour of taxing the luxury goods.  I 
do not, of course, mean that all goods 
should be exempt from all taxation.

In order to have a uniform policy 
all oyer the country, so far as Sales 
Tax is concerned, my suggestion is 
that there should be a Sales Tax Cow- 
cil and this organization should co-
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ordinate the activities  of the  Sales
Tax organizatibne existing in diffe
rent States.

There should also be set up the Sales 
Tax Board for Sales  Tax.  I  men
tioned only  yesterday in my speech
that there are many difficulties, many 
anomalies, many discrepancies in the 
rmatter of Sales Tax in certain States. 
.Small dealers do not know even how 
to keep their accounts.  If you set 
up Sales Tax Advisory Boards in the 
Ŝtates as weH as in the Union terri
tories, then  these  would be  very
helpful in the matter of giving advice 
rto the small dealers.

With regard to the exemption  of 
goods from  Sales  Tax,  the  Gov-
.emment amendment reads as follows: 

“Notwithstanding anything con
tained in this Section, the Cen
tral Government may,  if  it  is 
satisfied that it is necessary so to 
do in the 'public interest, by Noti
fication in the  OflBcial  Gazette, 
direct that in  respect  of  such 
goods or classes of goods as may 
i>e mentioned in the notificati<»i, 
no tax under  this  Act shall be 
payable by any dealer having his 
place of business in any  Union 
' territory in respect of the sale by 
him from any such place of busi
ness of any such goods  in  the 
course of  inter-State  trade  or 
commerce or that the tax on such 
sales shall be calculated at such 
lower rates than those specified in 
«ub-section (1) or sub-section 2̂) 
as may be mentioned in the noti
fication.”

This amendment, to my mind, does 
not completely give exemption to all 
goods mentioned in  the  Bill in the 
Union  territory.  According  to this 
Government  amendment it may give 
exemption to the goods mentioned in 
this Bill.

Also it may not give exemption to 
•the goods mentioned in this Bill.  To 
ftny mind, it appears that it should be

clearly  stated in the Bill that the 
specific goods of importance will be 
exempt from this talc.  I want it to 
be clearly stated in this amendment.

There is one point with regard to 
the movement  of  goods from  one 
Union territory  to another or  tnce 
versa or from  one  Union  territory 
to one state or vice versa.- This posi
tion has not been clarified in the Bill 
and I  should like to k̂ the  hon. 
Minister to mention it clearly.

There is. another point which is m>t 
so much or wholly relevant  to  this 
Bill.

Mr. Deputy-Speaker: Why  mention 
that point if it is not relevant and the 
hon. Member himself feels that way?

Shri L. jogeswar Stngh: Of course 
it has got a certain amount of rele
vancy; it also relates to sales lax.  I 
am talking of the general sales tax, 
not the Central Sales Tax Bill under 
discussion.  That is more or less rele
vant.  There are differences betweem 
t̂ able limits in the. Union territory 
and the States.  I may cite an exam
ple.  The taxable limit in Assam is 
Rs. 7,000 while in Manipur territory 
it is Rs. 5,000.  The Union territory of 
Manipur is commercially and  econo
mically backward and so here too the 
limit should be raised from Bfi. 5,000 
to Rs. 7,000.  If that is done, a large 
number of small and  petty traders 
will be benefited and they will not 
be in trouble with regard to the pay
ment of sales tax.  This was mention
ed by me in my speech on the last 
Budget and the  then hon. Finance 
Minister was kind enough to say that 
he would go into this.  I have men
tioned some of the important matters.

Mr. Depnty-Speaker: Not only* some 
but all must have been covered now. 

Shil L.  Jogeswar  Singh: I  have
covered aU the points. '

Shri Heda (Nizamabad): Mr. Deputy- 
Speaker,  this Bill  has  come  none 
too earljE.  The first Supreme Court's 
decision  was on 30th  March  1953. 
More  than  three years  and eî t
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months have passed and this Bill  is 
before the Parliament today.  I wish 
that it gets through both the Houses 
m this session because I am  eager 
that the State Governments should no 
more be  deprived  of a very  vital 
source  of  revenue—the  inter-State 

sales tax.

While moving the motion, the Min
ister gave us some figures about the 
expected income from this source in 
the next five years. But I think that 
those figures include all the sales tax 
—̂not only the tax coming under the 
purview of this Bill but also the tajf 
which the State Governments are able 
to levy That big figure of about Rs. 
j90 crores or something like that is 
not, I hope, the revenue  that the 
States may get from this inter-State 
sales tax alone.

The period that has lapsed in bet
ween has created certain  anomalies. 
When the States were not able to levy 
inter-State sales tax, I think that in 
certain commodities  of  inter-Stsrte 
trade, there was more encouragement 
to trade in those commodities than in 
the sales commodities within the State. 
For instance, in the former Hyderabad 
State,  the  Marathi-speaking  area 
grows  enough cotton  and  oilseeds. 
When the traders wanted to send their 
articles to the industrialists or busi
nessmen of the Bombay State, it was 
called an inter-State trade and there
fore, no tax was levied.  But,  after 
reorganisation on the 1st of November, 
this area became part of the Bombay 
State and therefore, they have to pay 
State sales tax.  A long period has 
lapsed. The traders have started feel
ing that if the same thing would con
tinue, they need not  pay any tax. 
They felt that il would have been 
much better if the present  arrange
ment could continue.  That is why 
they are raising a hue and cry that 
so much of hardship would be expe
rienced by  the  levy  of  this  tax,
I think it is not so. Before the Sup
reme Court’s decision, there was this 
tax and no particular hardship  was 
experienced.  Much  has  been  said 
about the uniformity in the sales tax.

I do not think  that it is imder  the 
purview of this Bill. However, I may 
also join my voice to the general pro- 
positiOTi that the States may be advis
ed that, as far as possible, they may, 
levy sales tax on some uniform basis 
throughout the country. If we believe 
that'this country is one and if we be
lieve that trade should be free, diffe
rent rates of tax in different States 
become a hindrance.  At times  tĥ 
hindrance is very big.  Many States 
exploit the situation.  Take for  ins
tance the ground-nut  oil-cake that 
was exported from the former Hyde
rabad State to the North India.  Be
cause it was exporting, the State was 
levying a very high rate of tax on it.

Thereby the producer was getting a 
lower price than he would have other
wise got.  Therefore, if tiie producers 
throughout the coun̂  are to be en
couraged and it is the desire tiiat they 
should  get better  prices  for their 
goods,  the sales-taxes  in different 
States should have some  imiformity. 
A slît variance  may be there but 
there should not be any big variance 
in the quantum of the tax.

Another point is about the source 
where this sales-tax is to be coUect- 
ed. It is the gaieral experience that 
there is evasion of this tax. If we go 
to any market, whether it be in New 
Delhi or any other town or <̂ty, and 
make certain purchases, we find that 
the merchants make a gesture by not 
charging the sales-tax.  Thereby the 
customer  feels happy because  he is 
not made to pay something extra by 
way of sales-tax, and ihe merchants 
are also satisfied that  the customer 
may visit them again.  Thus we find 
that evasion of sales-tax  is taking 
place on a very large scale.  How to 
stop it?  It is very ̂ ĉult because 
both the trader as wfell as the custo
mer are  interested in this  evasion. 
They are benefited by this  evasion. 
Therefore, the only êctive remedy 
would  be to charge this  sales-tax, 
whatever may be the quantum, at the 
starting  point.  If a commodity  is 
grown somewhere we must have some 
control over the start of the commo;T 
dity from the place of productei ^
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the market.  In other cases  where 
coramodities  are imported  or manu
factured the  starting point  can be 
easily found out. If the sales-tax‘ is 
collected at tiie place of manufacture 
or at the place where a commodity is 
imported, then there is no scope for 
any evasion of sales-tax.  I am quite 
sure that even by levying lower sales- 
tbx, we  may be  able to collect a 
much higher revenue than we do at 
present.

If this sales-tax is levied at only 
one  point it also  creates a smooth 
dealing  in  handling  that  article; 
otherwise, if it is a multi-point sales- 
tax it again creates certain  difficul
ties. I think it gives more  room or 
scope for the traders as well as to the 
customers to avoid it Therefore, if we 
bring certain measiures into our  ma
chinery  of  collecting  sales-tax  by 
which the collection becomes  easî 
and the hardship is not felt particu
larly by the customer or the consu
mer,  the  collection may  be more 
effective and very little evasion may 
take place.

One other point that I would like 
to refer in this  regard is about  the 
stage where the inter-State sales-tax 
should -be levied.  Many times  it so 
happens—I am not talking of specula
tive transactions,  I am talking  of 
hedge contracts or genuine  transac
tions—that if a  commodity is pur
chased from Hyderabad by a party in 
the Bombay market, before the party 
in Bombay has actually  tak«i deli
very of the  commodity he sells  it 
again to a party in Hyderabad.  In 
such  cases  two  transactions  have 
taken place without  the commodity 
being transferred  from the  actual 
place.

Now the question is whether these 
are two inter-State  transactions,  or 
there is no inter-State transaction at 
all. Then again, many times it so hap
pens that a party from one State pur
chases a commodity  from  another 
State and sells that commodity to ar 
party in yet another State asking the 
party in the second  State to deliver 
the goods direct to the party  in  the

third State.  Such triangular transac
tions also may take place.  My point̂ 
is  that  the  inter-State  sales-tax 
should be levied only when the c(mxi- 
modity actually changes the place, the 
commodity has been  taken delivery 
of.  I hope this will be borne in mind. 
If that is done then the business com
munity will not feel greater hardship 
than otherwise.

I now come to the matter of goods 
of  special  importance.  If you  go- 
through the list—as the hon. Minister 
himself  has  stated—̂you  will  find 
that all those six cathodes are raw 
materials.  It is a very nice thing that 
raw materiab? have been included in 
this.  The sole purpose of this, as the 
hon. Minister himself has admitted, is 
to see that the manufacture takes place 
smoothly and the cost of the manu
factured goods  does not rise  high. 
That is a very nice objective. But the 
point is, what about the cc»isumer? I 
am not talking about only these arti
cles; there are other articles  which, 
we generally call the 'essential  arti
cles’. There was also a law in that re
gard. When we amended the Consti
tution at that time, there was a good 
deal of talk about this, about food- 
grains and other essential commodi
ties. I do not say that a definite pro
mise was given, but a veiy good indi
cation was given by the then Finance 
Minister that ,this House may consider 
that proposition when the second Bill, 
that is the present Bill, comes up be
fore it,  and  may include  certain 
essential articles.  Take the case  of 
small articles  like kerosene  or salt. 
They  are  consumed  practically  in 
every part of the country,  in every 
village, in every house, in every hut. 
They are manufactured  or obtained 
only in certain places, in some parts 
of the country. Therefore, they have 
to go from one State to another and 
many times they have to pass through 
more than two  States.  With  the 
communications as they are sometimes, 
they have to pass through some border 
places- If these  articles are to  be 
charged more than one sales-tax the 
result is that  they become  costlier-
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and thereby the consumer,  the poor 
villager,  is the sufferer.  Therefore, 
when we ai*e giving consideration to 
the manufactured articles and we say 
that the raw  materials should  be 
available to all the  manufacturing 
concerns at the same level and, there
fore, no sales-tax or inter-State sales- 
tax are  levied on them, the same
argument may hold good  so far as 
essential articles are concerned. I do 
not think that much would be lost by 
this..  As I have stated, if thre is  a 
uniform, or even a higher sales-tax 
at the starting place  itself, at the 
place where salt or kerosene is pro
duced, and there is no further sales- 
tax charged on the commodity. Gov
ernment may not be  deprived of a 
good source of revenue.  At the same 
time, a man living in a remote vil
lage may be able to obtain these com
modities at a better price.

The  other  question  is  whether, 
when  certain  articles  are  alread3’’ 
charged  import  for  excise  duties 
should they be charged the different 
sales-taxes? As I have stated earlier, 
why not we combine all those taxes.
If we do not combine the taxes,  at 
least let us collect the taxes at  one 
place only.  That will avoid certain 
hardships to the consumers as well as 
the traders.

These are some of my suggestions 
and I hope the Government will look * 
into them. So far as one suggestion 
that was given by an hon.  Member 
here about the inter-State Sales Tax 
Commission is concerned, I think, if 
we look after the uniformity of sales- 
tax, if we take care of that aspect, no 
need for this Commission would arise.
the same way,  if we increase the 

list of item» li* cxaix»c No. 14, what we 
call as goods of special  importance, 
then again there  would be no need 
for such a Commission.  The argu
ment given by the Government  was 
that they consulted the State Govern
ments and the State  Governments 
were not agreeable to expand  the 
list.

How  can  we  expect  tlie  State 
Govemmeats to agree to expand the 
îst? It is not possible.  It is for this

Parliament,  this  sovereign  House 
which directly  represents the  entire 
population  of the  country  to look 
after this problem  in  spite  of the 
wishes of the State Governments. One 
cannot expect the State Goveniments 
to agree to expand this list and there
by deprive themselves of the revenue. 
Tliis is particularly so in the case of 
certain States which are in an advan
tageous position,  States which have 
got ports,  or big manufacturing  or 
distributing centres.  Take the case of 
Delhi, for i»stance,  which is a big 
distributing centre. When it levies a 
sales tax on commodities,  it is not 
charging its own population, but the 
population of other States, backwanT 
States which  import goods  from it. 
Such States stand to gain more than 
they deserve and would not under any 
circumstances  agreê to expand  tiie 
list But we have to remedy this state 
of affairs.

13 hrs.

Let us for a moment take the ques
tion of Bombay  versus  Hyderabad. 
Bombay is a big distributing  centre 
for two reasons: it is a port city; at 
the same time it is also a manufac
turing centre.  Most of the articles 
manufactured in the country,  or in 
Western  India  or  imported  from 
abroad are distributed through Bom> 
bay. Hyderabad and other parts of Itie 
country  get  their articles  rrom or 
thi'ough Bombay. When the Bombay 
Government imposes a sales tax, it is 
not only charging the consumer in tlie 
State, but the consumer in some other 
States also.

This is definil̂ an anomaly and 
to overcome this lltere should be some 
uniformity in sal̂ iax and expansion 
of the list under clause 14, particu
larly certain commodities which  are 
essential for the consumption of  the 
population.

 ̂ Sbri  Raifhavachari  (Penukonda): 
Mr. Deputy-Speaker,  Sir,  I rise to 
support the volume of opinion whî 
has been expressed in favour at in
cluding under clause 14 some of the
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food-stuffs.  I know the delicate posi
tion in which Government are; tĥ 
have to carry the States with them 
and  can do  something only  after 
consultation with them.  Nevertheless 
I rise to express my opinion in that 
regard for this reason and with this 
belief that the volume of opinion in 
favour of this must iixcrease in this 
country  and the Central  Govern
ment must be compelled  to respect 
the volume of opinion and  restrict 
the powers of the States. It is pure
ly with  that idea  that I rise  to 
speak.  Otherwise  all  these  argu
ments will remain on paper and the 
BiU will become law in a few hours.

Nevertheless I take it that when 
the old Essential Articles Act was on 
the anvil as well as dtiring the dis
cussion on the Constitution (Amend
ment) Bill there was a sympathetic 
attitude towards  this aspect;  that 
possibly in the list of Essential Com
modities  some  of  the  foodstuffs 
might also be included. The langu
age of the  Constitution  certainly 
permits of such a thing; there is no 
legal obstacle in the way. The lan
guage is  “goods of special import
ance in inter-State  trade or com
merce.” There is no doubt about the 
fact that food-stuffs  are important 
items of inter-State trade and com
merce. Govemmoit have included se
veral items in the list on the ground 
that they are of importance for com
merce and ultimately  the consumer 
will be affected.  The same argument 
is applicable to food-stuffs also.  I 
am, therefore,  unable to appreciate 
liiis prefer«ice to commercial goods 
and lack of sympathy for food-stuffs, 
beyond the argument that the States’ 
revenues must be aug;mented. We do 
not want to put restrictions in their 
way; they are to be free  to impose 
any  amount of taxation  on  food
stuffs.

I do not wish to elaborate the argu
ment already  made by several  hoiL 
vHembers that this is a matter to  be 
decided by this Parliament composing 
of representatives from all States.  It 
Is o»ir duty to stress the  importance

of this matter  and to see that  each 
individual State in its anxiety to aug
ment its finances should not go about 
taxing to any extent materials which, 
are essential for the life of the com
munity. Therefore, in spite of the de
licate situation of the Centre to carry 
•the States with them, it is our duty 
to stress the importance and the need 
to have imiformity.  Therefore  we 
want to include some of the articles, 
particularly food-stuffs  under clause 
14.

I wish to say a few words about 
the new amendment  which was cir
culated yesterday.  There was  some 
objection raised against that.  To my 
mind it looks  that the new amend
ment which is proposed is simply to> 
clothe the Centre with powers to ex
empt certain goods from taxation in 
the Union Territories. That is a power 
which is now enjoyed and exercised 
by thê' States. I do not, therefore, see 
any ulterior purpose in it: it is a sim
ple matter of providing for a right 
which is being exercised in the States. 
But apart  from that I would  once 
again seriously urge upon the  Gov
ernment to appreciate the volume of 
opinion in favour of \miform taxation 
so. far as important  food-stuffs are 
concerned, though it might individu
ally affect the income  potential  of 
particular  Slates.  Andhra  Pradesh, 
for instance  produces a lot of rice: 
the other parts of India must neces
sarily take large quantities of it from, 
there. It thus becomes an item  of 
inter-State trade.  Food-stuffs is not 
one in respect of which no restraint 
is permissible.  Of course, each indi
vidual State can exercise its powers 
of taxation only with the consent and 
the approval of their representatives 
in their Legislatures.  They are cer
tainly responsible; not that I say they" 
will go on exercising this rî t merci
lessly. Nevertheless, in their anxiety' 
to augment their revenues from par
ticular items of food-stuffs they may 
go on taxing them  Therefore It is 
essential that the food-stuffs should 
be included  in the list of  declared 
goods under clause 14.
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The Bfinister of Finance and Iron 
and Steel  (Shri T. T. Krisfanama- 
chari): Mr. Deputy-Speakfer,  Sir,  I 
ram afraid a veiy thin House hardly 
•̂thuses anj’̂body, but I do not think 
any hon. Member who spoke on this 
particular Bill was even enthxasiastic 
about the suggestions that he made.
The main point of attack was that 

there should be a Select Committee 
for the purpose of expanding the list 
•contained in clause 14.  My friend 
Pandit Thakur Das Bhargava,'  who 
opened the attack, took the  House 
through all those years when we d̂- 
.cussed this question in the Constituent 
Assembly and later, during  several 
stages, in this House and in the pre
decessor of this House.  I quite agree 
that this is a matter which has been 
debated at length in the Constituent 
Assembly, and my hon. friend Pandit 
Thakur Das Bhargava was a  person 
who did not like to give a large mea
sure of autonomy in regard to taxa
tion to the State Governments. He 
made his  position very  clear then, 
and that position still obtains so  far 
as he is concerned.  He thinks that 
the State Governments do not exer
cise that responsibility  properly and 
that therefore the Centre should take 
up that responsibility. Unfortunately 
in the set-up in which we are now 
functioning, I am not in a position to 
accept that as a basic  ideal which 
this Government  should adopt, be
cause we are functioning  under  a 
Constitution which is a federal Cons
titution where certain  spheres have 
l>een allotted to the States and certain 
spheres to the Centre.  Undoubtedly, 
for the purpose of planning and for 
better economic management. Central 
•control gives  a certain  amoimt  of 
>̂ower which perhaps will ultimately 
accrue to the benefit of the common 
man, but that power goes right against 
4he principle of the ConsUtution under 
ĥich we are functioning.

So far as I am. concerned, I do not 
propose to go back to the days when 
we discussed this subject in the Con
stituent Assembly or thereafter.  So 
far as this particular motion is con
cerned, the Bill has been generated 
becausc of certain  specific  recom
mendations made by the  Taxation 
Enquiry  Commission,  and that is
where I have to begin.  So far as I 
am concerned, my Bible happens to 
be the Taxation Enquiry Commission’s 
report.  The Commission has  dealt 
with the question of  essentiality at 
page 51, paragraph 11, of Volume HI 
of its report.  In categorising certain 
commodities as being essential  and 
restricting the number which has been 
done in clause 14, we have merely 
accepted the recommendations of the 
Taxation Enquiry Commission. Gov
ernment have no  objective in this 
matter, either to benefit the agricul
turists or to take away the benefits, 
they now enjoy or  to benefit  the 
industrial class or to take'away any 
benefit which it now enjoys.

The way in which the  Taxation 
Elnquiry  Commission has  discussed 
this question of essentiality, in the 
context o£ internal trade of the State, 
is worth-while being read again.  I 
do not want to take up the time of 
tiie House by reading much of it, but 
I might quote the following:

*  “On the other hand, the restric
tions rest upon a concept of ‘es
sentiality’ which makes no distinc- 
ticm between the ‘community* as 
represented by the pet̂le of the 
particular  State and  the com
-  mimity as  represented by the 
nation as a whole.  In regard to 

‘  the impact of the sales tax of a 
particular State on the people of 
that State, it seems to us unnces- 
sary that the Central Government 
should exercise, throû Parlia
mentary legislation, a jurisdiction 
which, in terms of the State's own 
powers, is at once ccHicurrent and 
over-riding.  There are good rea
sons why the State legislature and 
the State Government may be left
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to decide for themselves the intra
state aspects of their sales tax 
law and regulation”.

The essentiality  comes  in  regard 
to these goods in the determination 
of the tax on which the  ultimate
# consumer has no voice at all.  These 
are, basically, raw materials as my 
friend Shri  Raghavachari suggested. 
The raw materials go into the indus
try; the industry produces  finished 
goods, and ultimately they are sold 
to the consumer far away from the 
area where they are product.  Any 
question of adding up  taxation on 
these raw materials from  stage to 
stage ultimately makes for the deter
mination of prices of those articlee 
which might become costly, but for 
which the manufacturing unit or the 
trader who is in control may not be 
responsible.  Some of these  articles 
are in the basic industries class. Some 
of them are being progressively owned 
by the State.  For instance, the raw 
materials needed for the steel indus
try are primarily  and progressively 
being owned by the State.  So, the 
assentiality rests on the limited num
ber of goods affecting basically  all 
industries.  There is no intention  of 
benefiting the industrialists at all by 
this measure.  ’

So far as the industrialist is con
cerned, he works on the basis of a 
costing system.  If the cost goes up, 
it is charged to the consumer, where 
the consumer has really no say  in 
regard to the determination of the 
cost which is increased by taxation. 
The presumption of the Taxation En
quiry Commission is further expand
ed in paragraph 14 at page 55 of the 
report.  It reads as follows:

“Subject to the  above  con
siderations, each State should be 
free (so far as Central control is 
concerned)  to evolve the system 
of sales tax best suited to its con- 
■ditions.  Where the  State is in 
•effect taxing its own consumer, it 
should not be open to Parliament 
to exercise concurrent power in» 
regard to the declaration of cer
tain articles as exempt from sales 
to**.

512 L.S.D.—2.

The real thing is the question of 
bringing up the responsibility of the 
State to the consumers in the area.

That is where the Commission has 
recommended that we should not in
clude foodgrains in the scope of its 
exclusion which is contemplated by 
clause 14.

The point made by Shri Raghava
chari is that even in regard to food
grains, there is an inter-State ele- 
, ment.  Because  Andhra  produces 
more foodgrains then it requires it is 
a surplus area and the surplus has to 
go to the deficit area.  That is where 
the control over inter-State taxation 
comes in; that is limited to 1 per 
cent.  It is also true that U. P. is a 
surplus province and it does export 
We are limiting it ag£iin to 1 per cent, 
and that is what Government itself 
considers fair for the  consumer of 
that State to pay.  If the Government 
of a State determines that the con- 
simier of  that  State should pay  4 
per cent, and they take the responsi
bility for it, we are not asking tjiem 
to absolve the  consimier in  every 
State of bearing this burden, bM any 
extra burden thereto should be imiit- 
ed to 1 per cent.  It should be left to 
the particular  State consuming the 
surplus produce and the  producing 
State to determine what is going to 
be the further tax burden to be im
proved.

The issue is very plain.  I under
stand the point mentioned by my hon. 
friends. A$ the Finance Minister in 
charge of tiie economic affairs of the 
country. I might even say  I see a 
great deal of validity in what they 
say; but, we are boimd by the cir
cumstances in which we are placed. 
This is a federal  Government and 
here is a very responsible body like 
the T.E.C. which has said that so far 
as the State is concerned, the C«itre 
shall not by any way detract from 
the primary  responsibility of  the 
State towards the consumer.  If they 
(tax foodgrains, they take the chance 
They go to the ballot boxes and are 
thrown out  I do not want them to 
say, **the Centre has determined this
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and that and therefore the responsi
bility is not ours.”  I think a lawyer 
of the eminence of  Shri Raghava- 
chari does appreciate the fact that I 
should not make the Central Govern
ment act as a smoke-screen, so far 
as the responsibility  is  concerned. 
That position is very clear.  We have 
a federal constitution and even hdre 
the Finance Minister of the union is 
the person who controls the economic 
destiny of the country, the Plan and 
various other things.  We are going 
to disCTiss the Finance Bills and I am 
sure hon. Members will ask about the 
price policy of the various States. I 
recognise the difficulty  in exercising 
control,  but unfortimately, I cannot 
cut right through the basic principle 
of the Constitution of separation  of 
powers and autonomy of each region. 
I would not like to disregard the ad
vice of a very responsible body pre
sided over by a very eminent prede
cessor of mine; I would not like to 
say, “No” to what that body has said. 
After all, all laws are made by Par- 
li£iment. Powers are not taken away 
from it by this legislation and any
thing that the Parliament might pass 
today does not act as an estoppel so 
lar as any revisely legislation is con
cerned.  If conditions become bad and 
if there  is enough  justification, I 
think there might be a need in future 
for agumenting the list.

I would also like to say that  we 
have not ignored the commitment of 
my predecessor who gave the assur
ance to the House that he would con
sult the States before setting  the 
machinery in motion. We have con
sulted *the States and one  and all. 
They resist any idea of expansion of 
the category of goods  covered by 
clause 14, particularly in the region 
of foodgrains.  There is a State like 
Saurashtra which has now been merg
ed with Bombay, which  does  not 
charge sales tax on foodgrains; but 
nevertheless, would not like the im
position of Central control even when 
they do not charge this tax.  That 
seems to show a sense of responsibi
lity and at the same time a desire to

reserve their own power.  So, if that 
is the main reason, as Pandit Thakup 
Das Bhargava has put forward, for 
referring this matter to the  Select 
Committee, I am afraid the  Select 
Committee cannot alter the facts ta 
sum up for one thing I am bound by 
the report submitted by a responsible 
body like the Taxation Enquiry Com
mission.  The second thing is,  the 
consultation which was undertaken by 
Government as a result of the assur
ance given by my distinguished pre
decessor to the House has resulted in 
the States digging their toes in and. 
saying “No change”. So, I must plead 
that I am not competent to revise or 
expand clause 14 of this particular 
measure.  If that is disposed of, 1 ' 
think the question of convincing the 
Government  across the  table in a 
Select Committee, I think, loses much 
of its force.

So far as the other provisions of the 
Bill are concerned, I must explain the 
two amendments that I have given.. 
In regard to one amendment, I could, 
not have got better support than the 
support  which  Shri  Raghavachari. 
gave.  It is  essentially  a  lacima. 
Where this Act is going to operate 
in a State under the aegis of  the 
State’s  administrative control  and 
where the benefit is going to  the 
State, we will have to leave it to the 
States to do what they want.  But 
where it is the primary responsibility 
of the Centre, in a Union territory,, 
as my hon. friend has pointed out,, 
there is a lacuna.  We do have to- 
take the power to exempt or vary the 
rate of taxation according to the need. 
For instance, in a city like Delhi which 
hon. Members have referred, it is  a 
matter to be gone into.  I cannot at 
the moment say I am going to exempt 
everything that is being sold in Delhi. 
The question as to what  types of 
commodities go into inter-State trade, 
which are the commodities for which 
Delhi is the distributing centre etc. 
has got to be gone into.  I am per
fectly sure the Home Ministry which 
controls the affairs of Delhi would ask 
the local authorities to go into the 
matter and give me proper advice-
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It is a matter in which I have to be 
adviced by the Home Ministry. So, 
all that I have done is I have taken 
the power to vary the taxation or to 
exempt, so far as the Centrally ad
ministered  areas  are  concerned, 
where the primary responsibility  for 
the collection of tax is that of the 
Centre and where the benefits of the 
tax go to the Union administration.

The other amendment is a verbal 
amendment in regard to the question 
of processed goods relating to  iron 
and steel.  So long as we have not 
defined “processed goods”, I am afraid 
we will have to omit these words and 
I leave it very largely to administra
tive discretion to  determine  the 
changes that would occur in the con
tent of iron and steel articles, before 
they embark on taxation.  As far as 
these amendments are  concerned.  I 
am happy to say  that I have  the 
support  of a large  section  of  the 
House.

So far as the other points raised 
are concerned, they are beside  the 
issue.  My hon. friend from Agra has 
suggested excise  duties  to  replace 
Sales Tax.  There are certain types of 
commodities where perhaps, if  the 
State concerned recognises that single
point taxation  is  better,  excise 
duties will be a better way of collect
ing the money due to the State.  We 
have put forward a proposal in re
gard to certain commodities, but the 
States are again chary with regard to 
their powers, even though it may lead 
to augmentation  of  income.  I am 
perfectly certain in my mind that if 
an increase in the excise duty  on, 
say, cloth is asked for and collected 
by the Centre and the sales tax is 
done away withxby the State, all that 
I have collected will be only a frac
tion of what the State would have 
collected.  I have no  doubt in  my 
mind my taxation will be half and 
that even if I am more liberal I give 
whatever I got to the  States, the 
States are chary and they say, “the 
present position has to be safegaiu'd- 
ed; future must be safeguarded" and 
BO on.  This argument is really going 
on and I do hope that sometime be

fore long the States also will*ttiinl 
of the economy of the country as j 
whole and the need for mor| resour
ces and allowing less loopholes, anc 
the suggestions that have been mad< 
by hon. Members will bie accepted.

There are also questions about defi
nition of sales and turnover.  So fai 
turnover is concerned, I am afraid 
it is now an accepted term in sales 
tax Acts.  In fact, I recall, not with 
great pleasure, that in 1939 I had a 
lot to do with finding a proper defi
nition for “turnover” in respect of the 
first Sales Tax Act that we started in 
Madras and I think the definition ia 
satisfactory.

I would like to tell the House that, 
though I have no claim for infallibi
lity, in this matter I have some special 
knowledge and  this can be reason
ably accepted.

A point was raised whether  this 
particular measure will not give room 
for litigation.  Nobody can say.  The 
Constitution being a written Consti
tution and individuals  being  what 
they are, and lots of  them  have 
money, who would perhaps test dis
putes in a court of law, nobody can 
say whether this particular  legisla
tion of ours or amendment of ours to 
article 286 will not again be  chal
lenged.  I would I&e to recall, any 
way, the amount of difficulty that we 
had in framing article 286 at the time 
when we were making the  Consti
tution.  I had no doubt in my mind 
in the manner in which we framed it 
we had to provide for certain inter
ests in certain States and the expla
nation would be a bone of contention. 
It was, it gives one little satisfaction. 
All we can say is that to the extent 
that we have been advised, we have 
tried to make this measure before the 
House as foolproof as possible.  Con
sidering that there is an element of 
folly in every human being, I and my 
advisers are no  exceptions to this 
general rule.  These provisions might 
be challenged.

The questions of  uniformity,  of 
Sales Taxes, Sales Tax  Commission 
and co-ordination  were  mentioned.
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All are very good suggestions.  I 
would not say that these suggestions 
should not be accepted.  Again, the 
question is, how can we co-ordinatei 
except by consent of all the States. 
In a Constitution which is a written 
Constitution, where pie States have 
definite powers, if they are agreeable, 
we can certainly do something.  In 
fact, I do not mind telling the House 
that we have now a forum in which 
we can sit down and discuss  such 
-matters.  We tried before to get' a 
meeting of Finance Ministers—I think 
my predecessor tried it—and I think 
one experiment was good enough for 
him.  He never tried it  again.  It 
became so difficult.  Every  State 
Finance Minister started attacking the 
Centre.  We thought it not wise to 
repeat the experiment.  The Planning 
Commission, for the purpose of dis
cussing the Plan and the  economic 
implications of it, has devised the idea 
of a National Development Council in 
which all State Chief Ministers are 
members and in many  cases,  the 
Finance Ministers also  come  with 
them. We have an opportimity to dis
cuss these matters.  It is my  hope 
that I should place before the Chief 
Ministers and the Finance Ministers 
such as they come, to the next meet
ing, the entire question of the resour
ces of the cpuntry.  The question of 
raising the other resources in  the 
country where necessary, and streng
thening of collection machinery wheres 
necessary will all be discussed.  I see 
no objection to make this question of 
Sales Tax a specific question for dis
cussion in one of these meetings.  I 
think some discussion will probably 
take place even as it is today. I think 
we will have to wait for some time 
and see how this consultative machi
nery that we have evolved in the way 
of National  Development  Council 
could be ut̂sed or augmented  for 
the purpose of some kind of inter
state or Union versus State consulta
tion in regard to taxation  matters. 
The Taxation Coimcil that has been 
pifiscribed by the Taxation  Inquiry 
Commission is also a kind of inter

state Commission that has  been con
templated in the Constitution,  with 
which idea both my hon. friend Pandit 
Thakur Das Bhargava and myself h«4 
something to do.  It seems at  the 
present moment not strictly necessary. 
It may be necessary in future.  Gov
ernment have no intention of stand
ing in the way of the formation of 
such a body if it becomes necessary.

So far as co-ordination is concern
ed, attempt will be made to draw the 
attention of the various State Gov
ernments when their taxes are high 
and tell them that, as far as possible, 
there must be some imiformity.  That 
is all that could be done.  We cannot 
and we do not have the  necessary 
amount of power to see  that  the 
States fall in line.  If we should use 
that power against their wishes, in the 
case of a responsible government, we 
are detracting from the federal aspect 
of the  Constitution and  they  are 
likely to rebel against it and they do 
rebel.

That brings me to the close of my 
remarks in respect of  the  various 
suggestions made by hon.  Members. 
So far as the administration of the 
tax is concerned, we can advise the 
State Governments.  I think we cer
tainly have the right to advise them 
because this is Central legislation. We 
shall bear in mind all the  points 
mentioned by hon. Members. Whether 
in actual practice, it will come into 
being, is a different matter altogether.
I will repeat this once again.  If my 
hon. friends feel that we have gone 
back on our word that was given by 
my predecessor to expand the scope 
of clause 14, I will say that it is not 
a matter of our will.  So far as I am 
concerned, I see the logic of the argu
ment of my hon. friends.  We have 
a planned economy.  Bat, there are 
certain basic factors which csmnot be 
ignored in a federal set-up.  That is 
primarily my excuse for seeming, at 
the moment, not to accept a ‘ very 
valuable suggestion  made by  hoo. 
Members in this House.
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Shri Achntban (Crangannur): May
I ask one question?  The hon. Minis- 
ler said that all State Governments 
do not agree with regard to the in
fusion of foodgrains, cereals, etc., in 
clause 14,  May I  know in  which 
State at present is there a sales tax 
imposed by the State Government on 
food articles?  May I also know, when 
consulted, how mâiy States accepted 
the suggestion that the Centre must 
interfere and how many States op
posed the suggestion?  Are the sur
plus States opposing and the  deficit 
States supporting?

Shri  T.  T.  Krishnamachari:  My
hon. friend does not expect me to 
divulge that this State supported and 
that State opposed the proposal. By 
and large, they have resisted the idea. 
If I am  ôing  to  give  individual 
aames, I am exposing particular Gov
ernments to attack within the State. 
My hon, Iriend must forgive me if I 
am not able to give the detailed in
formation ĥat he asks.

Shri Achuthan: Is there any sales 
tax m any State on foodgrains?

Shri  T.  T.  Krishnamachari:  The
Taxation  Inquiry  Commission  has 
dealt with this  question and  it has 
practically gone into all the sales tax 
regulations in India.

Deputj-Speaker: The questiom
ie:

‘That the Bill be referred to a 
Select Committee  consisting  of 
Shri Shree  Narayan  Das,  Shri 
Fulsinhji B. Dabli, Shri  Jhiilan 
Sinha, Shri U. M. Trivedi, Shri ̂ 
N, B. Chowdhury, Shri C. P, Gid- 
wani, Shri N. P. Deimodaran, Raj- 
mata Kamalendta Mati Shah, Shri- 
mati Uma Nehru, Shri Saranga- 
dhar  Das,  Shri  Resham  Lai 
Jangde, Shri  N. C.  Chatterjee, 
Shri Krishnacharya Joshi, Shri P.
T.  Punnoose,  Shri B. P. Jhun- 
jhunwala,  Shri Mohanlal  Sak- 
sena, Shri  K. S.  Raghavachari, 
Shri  G. L, Bansal,  Shri  S. S. 
More, Shri T, T. Krishnamachari 
and the Mover with instructions 
to report by the 12th December, 
1956.*»

The motion v/as negaMoed.

Mr. Deputj-Speaker: The question
is;

“That the Bill  to  formulate 
principles for determining when 
a sale or purchase of goods takes 
place in the course of inter-State 
trade or commerce or outside a 
State or in the course of import 
into or export from India, to pro
vide for the levy, collection and 
distribution of taxes on sales of 
goods in the course of inter-State ' 
trade or commerce and to declare 
certain goods to be of special im*- 
portance in inter-State trade or 
commerce and specify the restric
tions and  conditions  to  which 
State laws imposing taxes on the 
sale or purchase of such  goods 
of spwial importance  shall  be 
subject, be taken into considera
tion."

The motion was adopted.

Clauses 2 to 7

Mr.  Depaty-Speaker:  There  are
two amendments 6 and 7 to clause 5. I 
find  the hon.  Member  absent,  So, 
there are no amendments to clauses
2 to 7. Is any hon. Member desirous 
to move any amendments to clauses
2 to 7? None. I expect hon. Members 
to exercise their right of voting so 
that I may proceed. The question, is:

“That clauses 2 to 7 stand part of 
the BilL” ,

The motion was adopted. . 

Clauses 2 to 7 were added to the Bill 

Clause 8

(Rates of tax on sales in the course 
of the Inter-Estate trade or commerce)

Mr. Depnty-Speaker:  There is a
Government amendment.

The Minister of Revenue and Civil 
Expenditnre (Sliri M. C. Sbah): I beg
to move;

Page 5, after a line 39.

Shri T. T. Krishnamachari:  I am 
sorry to interrupt my hon. fdoad.
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I want to make a very small addi
tion. I beg to move:

Page 5 after line 39, add:

**(5)  Notwithstanding anything
contained in  this  Section,*  me 
Central Government may, if it is 
satisfied that it is necessary so to 
do in the public interest, by Noti
fication in the  Ofl&cial  Gazette, 
direct that in  respect of  such 
goods or class of goods as may be 
mentioned in the notification....”

Then I  would like these words to 
be added:

“and subject to such conditions 
as it may think fit to  impose”, 
after the word "‘notification”.

“.. no tax imder this Act shall 
be payable by any dealer having 
his  place of  business in  any 
Union territory in respect of the 
sale by him from any such place 
of business of any such goods in 
the course of inter-State trade or 
commerce or that the tax on such 
sales shall be calculated as such 
lower rates than those specified in 
sub-section  (1) or  sub-section 
(2) as may be mentioned in the 
notification.” '

I only wanted that small amend
ment to be made.

•Mr.  Depnty-Speaker:  Amendment
moved: '

Page 5—

after line 39, add:

“(5)  Notwithstanding anything 
contained in  this  Section,  the 
Central Government may, if it is 
satisfied that it is necessary so to 
do in the public interest, by Noti
fication in the  Official  Gazette, 
direct  that in  respect of  such 
goods or classes of goods as may 
be mentioned in the notification, 
and subject to such conditions as 
it may think fit to impose, no tax 
under this Act shall be  payable 
by any dealer having his place of 
business in any  Union  territory 
in respect of the sale by him from 
any such place of business of any

such goods in the course of inter
state trade or commerce or that 
the tax on such sales shall be cal
culated at such lower rates than 
those specified in sub-section (1) 
or sub-section (2)  as  may be 
mentioned in the notification.”

Shri Radha Raman (Delhi  City): 
The hon. Minister has placed before 
this House this amendment.  Yester
day in my speech also I said that this 
provision has certainly  met  partly 
the objection that  we  had  raised, 
more particularly because it affected 
very greatly the traders of DelhL  I 
now see  that  as the  amendment 
stands, the Central Government wants 
to keep the power  of  levying  the 
inter-state sales tax on  goods  sold 
and purchased to themselves. I some
how feel that it  does not  actually 
satisfy the requirements of Delhi.

As we all know, Delhi is primarily 
a distributing centre, and some of the 
businesses  carried on in  Delhi are 
totally dependant on export.  After 
the goods are -imported here, 80 to 90 
per cent of the goods are exported to 
neighbouring  States.  My idea was 
that if the hon. Minister was  agree
able to have this amendment  modi
fied in the manner I shall point out, 
it will meet the wishes of the traders 
in Delhi and also  remove a lot  of 
hardship. The object of the  Govern
ment is to avoid evasion of payment 
of taxes, and at the same  time  to 
allow the traders to carry  on  their 
business in the same manner as they 
were doing previously. L feel that if 
the registered dealer is allowed to be 
exempted  from the  effect  of  the 
clause 8, it will certainly mean a lot 
of relief to the traders of Delhi. Here 
in the amendment proposed it is said 
“in respect of such goods or  classes 
of goods as may be mentioned in the 
notification”. This makes it discrimi
natory. That is, the Central Govern
ment may decide in the case of some 
goods to levy sales  tax,  while on 
others they may decide not to  levy 
the tax. This will be a sort of discri
mination between one class of goods
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and another which discrimination,  I 
think, is not intended by the Govern
ment.

Then again, in this amendment tJie 
Government says that it may  decide 
that no tax under this Act  shall be 
payable by any dealer. If you put in 
the words “any dealer”, you  exempt 
all the dealers. What  we  think  is 
proper and would be helpful is that 
those who  are  registered  dealers 
should be exempted, because if there 
is a registered dealer, he keeps proper 
records, and the tax is levied at  the 
place where the goods are sold to the 
consumer. That is, the tax is realised 
from one point, and not from dealer 
to dealer, or from  exporter to ex
porter or from wholesale dealer  to 
retail dealer.

Then again, I feel if you say  that
:such conditions as it thinks fit  may
be imposed, that also will make the 
amendment less effective. So, I think 
that the  amendment  should be so 
modified as to enable the Government 
to recover from such dealers who are 
registered dealers the sales tax  that
is intended. Such a modification  also
takes into account the special  posi
tion of Delhi, which has a long his
tory, and the centuries old trade it is 
carrying on.  I therefore appeal  to 
the  hon.  Minister  to  change  the 
amendment  in  such a  manner as 
would satisfy the first demands  of 
the local traders who are mostly dis
tributors.  Such a gesture on the post 
of the Government will create  more 
confidence among the traders of Delhi 
who feel that the  present  provision 
of Inter Sales Tax in the present Bill 
wiU be a great hardship on them.
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ft# ̂ T5TT I I  #■ fRT # STT̂

>̂W W5RJR
?flT f%?[T 3rnT 1̂
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Shri C. K. Nair (Outer Delhi):  I
support the proposal made  by  Shri 
d̂ha Raman. I think the amendment 
itself is really a  sort of  concession 
extended to the Centrally administer
ed areas. That means that it has been 
conceded by  the  Finance  Minister 
that  some  special  consideration 
should be shown to these areas. There 
is no doubt that excepting  perhaps, 
Delhi, all the other Centrally admini
stered areas are backward,  as  Shri 
L. Jogeswar Singh pointed out yester- 

Since  most  of  the  consumer 
goods are very costly' in tĥse places 
already, it is very essential that they 
should not be taxed  further.  That 
point has to be conceded.

As for Delhi, which is at the other 
extreme, an4  where  things, are so 
much consumed, it  must  be  given 
special  consideration,  because  th* 
standard of living of  the people  in 
Delhi is perhaps the highest in India. 
Of course, there is no question of any 
benefit accruing or not accruing  to

the traders. The trade may suffer, and 
naturally, the  traders also  may be- 
affected. But ultimately it is the con
sumer  who  has to pay  from  his 
pocket.  And Delhi being one of the 
places with a very high standard of 
living, the common man will be hit 
much more. So, in order that special 
consideration  may  be  shown,  the 
amendment may be made in such  a 
way as to exclude all the  Centrally 
administered areas  from the  opera
tion of such taxes.

Shri T. T. Krishnamachari:  I am
afraid the suggestions that have been 
made arise out of a slight misconcep
tion regarding the scope of thij? legis
lation. My hon. friend from Agra, v/ho 
spoke earlier, also claimed that Agra 
was a distributing centre. Bombay is 
also a distributing centre; there  are 
very many parts of the country which 
happen to be distributing centres. We 
can do nothing at all in the  matter, 
because this is a matter in which the 
States are going to get the benefit and 
they have to make such adjustments 
as they like. But they cannot  inter
fere with the Central administration.

So far as this  is  concerned,  the 
matter was raised that  there  might 
be some commodities and there might 
be certain types of dealers that might 
come into  what we  might call the 
distributive trade. But there might be 
some commodities which will go int® 
consumption in Delhi. On that point, 
apparently, Shri C. K. Nair  thinks 
that all  goods in  Delhi  must  be 
exempt. That is a matter in regard to 
which I must pay heed to the advice 
of the Delhi administration.  All that 
we have done now is to see that  in 
the case of Delhi—because we can do 
it in this case, and we cannot do it in 
any other case; I am not in a position 
to exempt the distributive trade  in 
Agra or in Bombay or in Madras or 
hi Punjab—̂we take this power to do 
. it As regards how it must be done, 
in  what  manner  this  exemption 
should be given, whether any varia
tion in tax should be made, the com
modities  in  which  the  exemption 
should be given, whether  regkteretf
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dealers should get it or other dealers 
should get it, and so on, full power is 
there for the administration to exer
cise. As I have said  while  winding 
up IJie debate on  the  consideration 
motion, I shall certainly be guided in 
this matter by the  advice that I g«t 
from the Delhi  administration  and 
my sister-Ministry, the Home Minis
try.

/What my hon. friend should do  is 
to see them and  tell  them in . what 
manner  they  think  the  variation 
should be made, and it is for them to 
examine these  suggestions  and  re
commend the incorporation of  these 
variations  in the notification. It does 
not mean that because I say I cannot 
accept his amendment—because  this 
amendment has to be in the nature of 
an exemption, and we cannot go into 
the refinements of it—therefore, I am 
against what he says. But, at the same 
time, if my hon, friend Shri  Radha 
Raman wants an assurance from me 
that all that he has In mind should be 
accepted, I am not in a  position ta 
give ̂ at assurance now. I have got to 
be guided in this particular matter by 
the people who are directly responsi
ble, namely the Home Ministry  and 
the Chief Commissioner of Delhi.  I 
would suggest to my hon. friends that 
they should speak to them and con
vince them of what ought to be done. 
If any recommendations  come  from 
them, the financial consideration that 
I have in regard to the income from 
Delhi comes—̂ which  brings  down a 
portion of the liability that I have to 
undertake, because there is a lot of 
deficit which I have to fill  up—we 
would not ordinarily  stand in  the 
way. Hon. Members will note that 1 
am using the words advisedly.  That 
means that I shall give every consi
deration  to  every  recommendation 
that is passed on to me through  the 
administration of Delhi; and probably 
what they want can be done;  more 
can be done; less can be done;  but 
there is absolutely  no  limit  up  to 
which this  exemption  can be exer
cised- by the administration. So, I am 
not tying up  my  hands,  but at the 
.same time, my hon.  friends  would 
forgive me if I refuse to tie up  mv

hands in the manner which my lion, 
friends are now suggesting.

Mr. Depnty-Speaker:  The question
is:

Page ^

after line 39, odd:

■'(5)  Notwithstanding anything 
contained in  this  Section,  tko 
Central Government may, if it is 
satisfied that it is necessary so to 
do in the public interest, by Noti
fication in  the  Official  Gazette, 
direct that  in  respect of  such 
goods or classes of goods as may 
be mentioned in the Notification, 
and subject to such conditions as 
It may think fit to impose, no tax 
under this Act shall be  payable 
by any dealer having his place of 
Dusmess in any Union  territory 
in respect of  the sale by  him 
from any such place of  business 
or any such goods in the  course 
of inter-State trade or commerce 
or that the tax on such sales shall 
be calculated at such lower rates 
than those specified in sub-section 
(1) or sub-section (2) as may be 
mentioned in the notification.”

The motion was adopted.

^Mr. Depnty-Speaker:  The question

“That clause 8,  as  amended, 
st̂ d part of the Bill.”

The motion was adopted.

Ciause 8, as amended, was added to 
the Bill.

,  Clanses 9 to IS

Bfr. Depnty-Speaker: As  the  hon.
Members who hare  tabled  amend
ments to clauses 9 to 13 are not pro
sent, I shall put these  clauses  to
gether to vote.

The question is:

‘*That clauses » to IS atand part 
of the Bill”.

The motion was adopted.

Clauses 9 to 18 were added to the 
Bill
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[Mr. Deputy-Speaker]

Clause 14—(Certain goods  to be of 
special  improtance  in  inter-State 
trade or commerce)

Shpi M. C. Shah: I beg to move:

(i) Page 8, lines 23 and 24̂

omit “without further process
ing or fabrication”.

(ii) Page 8, lines 30 and 31—

omit “without further process
ing' or fabrication”.

These amendments are necessary to 
reduce the area of controversy in re- 
_gard to the import of the term ‘iron 
and steel’ with respect to it use as 
raw materials.  Some processing and 
fabrication take  place in the rolling 
mills which produce this iron and steel 
as raw material.  So, we have been 
advised that these  words  should be 
omitted.  Otherwise, there might be 
some controversy whether these are 
raw materials or not, because in the 
rolling mills, this process is there.

Mr. Depuiy-Spcaker: The question

os:

Page 8, lines 23 and 24—

omit “without further process
ing or fabrication.”

The motion was adopted.

Mr. Deputy-Speaker: The question

is:

Page 8. lines 30 and 31—

omit “without further process
ing or fabrication,”

The motion was adopted

Mr. I>eimty-Speaker:  I shall now .
put clause 14, as amended, to Vote.

Shri U. M, Trivedi (Chittor): I want 
to speak on this clause.  This is the" 
most important clause of this whole 
Bill.  It was in respect of this clause 
that many speakers had pointed out

during the consideration stage, that 
some provision ought  to  be  made 
for...

Mr. Deputy-Speaker:  The misfor
tune is that not one of  those  who 
spoke remained  inside  to  hear the 
reply.

Shri U. M. Trivedi: I thought this 
discussion would take  the  allotted 
seven hours and there would be fur
ther three  hours  tomorrow.  That 
was why we practically absented our
selves during the lunch hour.  The 
same thing must have happened to 
other friends also; they  must  have 
been taken in by this position.

14 hrs.

It is quite true that coal has been 
included and cotton has been included 
ts of special importance  in  inter
state trade or commerce.  Every
thing necessary is being put  down, 
but I find that when controls were on 
and when essential commodities were 
declared under the Defence of India 
Rules or under the Essential Commo
dities Act, foodgrains were always in
cluded in the list of  such  articles 
which would be  considered  as  of 
special importance in inter-State trade 
or commerce.  The present Essential 
Commodities Act also includes in its 
list foodgrains.  It would have been 
quite fit and proper in the  circum
stances in which this Bill  is  bemg 
passed if foodgrains had been includ
ed in the list as of special importance 
in inter-State trade or commerce.

The greatest amount of movement, 
if I am not wrong, takes  place  in 
foodgrains in India.  There are many 
States where large amounts of food
grains are grown and large amoimts 
are always sent out.  In some cases, 
tax is levied; in some cases, it is not 
levied.  It would have been fit  and 
proper if the amendment which had 
been suggested just now, and  which 
we have adopted, granting exemption 
to certain goods or classes of goods so 
far as Union Territories are concern
ed, could be extended to  cover  all 
foodgrains.  This is because it is a



the same thing should be said  agsdn 
because he was not present at the time 
it was originally answered.

Shri Chattopadbyaya (Vijayavada): 
We may use the tape record.

Mr. Depaty-Speaker: The question
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very essential feature of our economy 
at present that we have always  to 
depend upon the proper  supply of 
foodgrains.  The working  of  the 
«ales tax has not been uniform  all 
along so far as foodgrains are con
cerned.  So it would have been quite 
in the fitness of things if this  had 
been included and a  provision  was 
also made that there should not be 
any sales tax on foodgrains; not only 
foodgrains but all things prepared for 
purposes of supply which we  may 
call eatables.  Things which are sup
plied as meals ought not to be taxed 
in any manner whatsoever.  When 
oil seeds, that is to say, seeds yield
ing non-volatile oils used for human 
consumption, or in industry, or in the 
manufacture of varnishes, soaps and 
the like, or in lubrication, and volatile 
oils used chiefly in medicines, pre
fumes, cosmetics and the like could 
be included as of special importance, 
whether they are included as of spe
cial importance, ̂or not, the  whole 
position would have been better still 
if the exemption which is now being 
granted to Union Territories by virtue 
of this provision, which has now been 
made—this itself  is a discriminatory 
provision; I do not know whether it 
will hold water  if challenged in a 
court of law—was  also granted «all 
along to foodgrains all over  India. 
Then there would be no question of 
discrimination  whatsoever  and  it 
would have been of very great help 
to the country large, for which people 
are damouring.

Shri T. T. Krtehnamachari: I have 
dealt with this question before.

Mr. Depnty-Speaker:  Tes, a reply
has already been given to this ques
tion.

Shri  M.  S.  Gnrupadaswamy
(Mysore): In anticipation!

Shri U. M. Trivedi: I would like to 
hear something about it, if you per
mit.

Hr. Deputy-Speaker: That would be 
difficult for me, if a Member remains 
absent and then comes and asks that

is:

“That clause 14, as amended, 
stand part of the Bill.”

The motion was adopted.

Clause 14, as amended, was added 
to the Bill.

Mr. Depaty-Speaker: There are no 
amendments being moved to clauses
15 and 16.

The question is:

“That clauses 15, 16, and 1, the 
Enacting Formula and the Title 
stand part of the Bill”.

The motion was adopted.

Clauses 15, 16 and 1, the Enacting 
Formula and the Title were added 

to the Bill.

Shri M. C. Shah: I beg to move:

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

Mr. Deputy-Speaker: Motion moved:

That the Bill, as amended be 
passed.”

Shri Achaihan: The hon. Minister, 
while replying during thJfe considera
tion stage, explained the actual posi
tion why he found it difficult to in
troduce under clause 14 other import
ant items like foodstuifs.  But those 
Members who come from deficit States 
have a duty to express their feelings; 
otherwise, people  may  think  that 
wheii such measures are brought be
fore Parliament, the voice of States 
like Kerala, which is a deficit  State . 
and requires to import more than 50 
per cent, of its requirements of food 
materials from other States, is not be
ing raised.  This would have amount
ed to a failure of duty on our part.
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‘ People (Fourth Amendment)
Bill

[Shri Achustan]
So far as my State is concerned, we 

have, as I said, to import  a  lot  of 
food materials.  Everybody  knows 
that food is one of the essentials of 
existence.  Then there is cldth.  We 
see that with regard to  cloth,  the 
raw material—raw cotton—kas been 
included.  I appreciate  the  point 
made by the hon. Minister when he 
says that the States have got repre
sentative governments, they are res- 
iwnsible people and they will con- 
«ider  all  these  aspects.  But  th* 
point is that there are'‘surplus States. 
They may think that because thôe 
commodrties would be essential com
modities, they should raise sales tax 
on those commodities because a por
tion of those commodities  goes  to 
other States.  Even though the pro
vision regarding inter-State trade is 
there—that will be the only limita
tion here—still there may  be other 
devices  adopted  by  State Govern
ments which are not deficit  Statet 
but surplus States.  They  can  so 
manage things that a tax is levied on 
those goods which go to other States. 
This will hit the people of the con
suming States.
It would have been better for the 
Finance Minister to have called all 
the Finance Ministers or Chief Minis
ters of the  States  concerned  and 
worked out a formula.  Since cotton 
has been included in the list, food- 
grains also should have found a place. 
Even now we have not  lost  hope. 
The Finance Minister has stated that 
the  National  Development  Council 
is meeting and he will watch  the 
repercussions; also Parliament will be 
sitting and we can raise our voice 
here and the matter can be decided.
.  But this is an important matter.  I 
am not finding fault with the recom
mendations of the Taxation Inquiry 
Commission.  They are qidte right 
But since the situation in India with 
regard to foodstuffs is not almost on 
the same level—though some States 
are excessively surplus and others are 
deplorably deficit—the Finance Minis
ter must  adopt  an . appeasing  or 
softening attitude  and §mm  th#

people of the deficit States that the- 
Centre will not shut its eyes ttrhea 
sales tax is levied on such materialŝ 
which find a market in  the  deficit 
States.

Shri T. T.  Krishnamachafi:  The
point raised by my hon. friend is «. 
point which I dealt with before.  In 
so far as surplus areas are concerned̂ 
foodgrains or  such  other  essential 
commodities will bear the same rate 
of taxation which the Government of 
that area imposes on its people.  If 
some other State is getting the goods, 
they can certainly see that the people 
do not pay any additional tax which 
adds to this burden.  It  is  for  the 
consuming State to make a provision 
to that effect.  But so far as the tax
ing State is concerned, it cannot tax 
the goods that go out at a rate higher 
than that levied on the same goods 
'consumed in that smte.  So again the 
question of responsibility to the con̂ 
sumer in the State is the factor un
less it be that the State is. producing 
something which is not consumed in 
that State but is only taken out and 
that cannot be so, particularly in the 
matter of foodgrains.  The question 
of the responsibility of the State to 
the consumer in the State is an effec
tive guarantee agaiît any arbitrary 
increase in the sales tax unless it be 
that something is produced which is 
consumed only far  away  from the 
State of production.  So far as sur
plus States are concerned, the provi
sion is already there and beyond that 
I cannot say anything.

Mr. Depnty-Speaker: The question

'That the Bill, as  amended,  be 
passed**

The motion was adopted.

REPRESENTATION OF THE PEOPLE 
(FOURTH AMENDMENT) BILL 

The Minister of Legal Affairs (Slifi 
Pataskar): Sir. I beg to move:

“That the Bill further to amend




