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Wants to object. He was sitting in his 
seat without any seriousness and I Uw 
heard something but I never consi
dered that they were meant to be se
rious.  will take up the next busi

ness.

4 DECm&ER 1956

ELECTION TO COMMITTEE

Inpian  Instttute  Of  Technwmwy, 

K haragpub

The Deputy Minister of Edncation 
(Dr. M. M. Das): I beg to move:

‘That  the  manbers  of  this 
House do proceed to elect, in such 
manner as the Speaker may di
rect,  two manbers from among 
themselves to serve on the Board 
of Governors of the Indian Insti
tute of Technology,  Kharagpur, 
from the date the Indian Institute 
of Technology (Kharagpur)  Act, 
1956, comes into force, in pursu
ance of the  provisions of clause 
(h) Qf Section 11 of the said Act.”

Mr. Deiiuty-Speaker:  The question

is:

‘That the members of the House 
do proceed to elect, in such man
ner as the Speaker may  direct, 
two members from among them
selves to serve on the Board of 
Governors of the Indian Institute 
of Technology, Kharagpur,  from 
the-date the Indian  Institute of 
Technology  (Kharagpur)  Act, 
1956, comes into force, in pursu
ance of the provisions of clause
(h) of Section II of the said Act.” 

The motion was adopted

CEOTRAL SALES TAX BILL

The Minister of Revenue and Civil 
Expenditure (Shri  M. C. Shah): Sir, 
I beg to move* :

“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 out
side a State or in the course of

♦Moved with the recommendation of the >̂resideit.
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import into or export from India, 
to provide 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 ta 
be of special iô rtance in inter
state trade or  commerce  and 
specify the restrictions and con
ditions to which state laws im
posing taxes on the sale or pur
chase of such goods of  special 
importance shall be  subject, be
taken into consideration.”

The House has had an opport&iity' 
of discussing the  recommendations 
of the Taxation  Enquiry  Commis
sion on the subject of Sales  Tax 
when  the  Constitution  (Sixth) 
Amendment Bill was taken up in the 
Budget Session.  You are aware that 
the Commission, %fter  going  very 
carefully and in detail into the pro
blem of sales-tax, came to the con
clusion that it must be a State tax 
and its levy, distribution, etc. must 
rest with, the State.  But, they  also 
stated that the power and responsi
bility of the State should  end and 
those of the Union must begin when 
the t̂  falls administratively on the 
dealers and  financially on the con
sumers of another State.  The House 
is also well aware that the Taxation 
Enquiry Commission  recommended 
that there must be some control of 
the union over the sales-tax when it 
is imposed on certain raw materials 
which are very  necessary for  the 
manufacture of certain goods, whe
ther those raw materials are produc
ed in one State and the  goods are 
also manufactured in the same State 
or the raw materials are escorted to 
another State  and the goods  are 
manufactured in that State.  It added 
that 'the question of the cost of the 
manufactured goods is a  matter of 
concern for the Central Government,

*  and if no restriction is placed on the 
powers of the States to impose sales 
tax on the raw materials going into 
the manufacture of  certain  goods, 
then the cost will be rather increas
ed and the  consumers  will  be 
affected.  Therefore,  it  has  stated 
that six articles of raw materials are
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IShri M. C. Shah.]

M special import̂ce to inter-State 
trade.  There should be a declaration 
by the Parliament and there should 
be restrictions on the  in̂K>sition of 
the sales-tax on those commodities.

All these  recommendations  re- 
q̂uired certain constitutional changes. 
As the Constitution stood before the 
Sixth Amendment, article 286 dealt 
Vwith inter-state sales tax as well as 
sales-tax on items of export  and 
import.  On 30th March, 1953  the 
Supreme Court gave a judgment. It 
declared that when there is an inter- 
rState transaction or a transaction in 
(commerce or  trade  of  inter-State 
nature, under article 286(1) (a) ex
planation, the sellers of those goods 
which were sent to other States for 
delivery and consumption  in those 
States, can be tax̂; that is,  those 
States can levy tax on the non-resi
dent dealers of another State which 
:had sent those goods.

There  were  many represaitations 
tfrom the traders.  There were haras- 
sments.  They had  to  study  the 
ŝales tax laws of so many States and 
appear before so many States'  au
thorities.  They had to  prepare so 
many returns.  All these difficulties 
dropped up and they represented to 
.the Central. Government.

The Central  Grovemment  had a 
provisional scheme  whereby  these 
Ixarassments were rather  minimised. 
At that time the Taxation Enquiry 
Commission was  looking into  the 
question  of  sales-tax.  Before  the 
Government  could  imdertake * any 
fegislation, there was another judg- 
’ment of the Supreme Court on the 
6th September 1955.  It has been de
cided there that unless a law is en
acted by the Parliamrat, no  State 
«an levy tax  on  the  inter-State 
"transactions of commerce and trade. 
So, a lacima was created and it was 
f̂ound necessaiy  that  the  C«itre 
should imdertake  some  legislation 
ôt this purpose.  Some constitution
al changes were also  necessary at 
that time and so  the  Government 
4»me to the Parliament with the Con- 
rstitution  (Sixth) Amendment Bill.

We added one more  item—item 
No. 92(a)—in the Central  list  In 
order to authorise the Central Parlia
ment to pass laws with  regard to 
sales tax on inter-State  trade azKi 
commerce.  We also amended  item 
No. 54 in the State List.  We amend
ed article 269 and added two clauses. 
One was with regard to sales-tax on 
inter-State  trade  and  commerce. 
Parliament was authorised to formu
late principles on which these sales 
took place, either in the inter-State 
trade and commerce or  outside the 
State.  We deleted the  explanation 
in article  286(1) (a).  The  Judg
ment of 1953 enimciated certain prin
ciples.  This  Judgment  was  con
sidered not to be on sound principles 
by the Supreme Court in  its later 
judgment of September, 1955. There
fore, we had to delete the explana
tion in article 286(1)  and put in 
revised sub-sections (2) and (3) to 
article 286.  Under  these  circum
stances, it  became  important  and 
urgent to bring  in  legislation  as 
early as possible,  because  of &e 
lacuna, created by the Spreme Court 
judgment  of 6th  September,  1956 
saying that no State can levey a tax 
on these  transaction in  inter-State 
trade and commerce.  Because of that 
lactma, the States  also lost a  good 
deal of income.  The House is well 
aware that in the seccmd Five Year 
Plan, it has been prpvided that tor 
the resources, the States should get 
an additional income  of  Rs.  112 
crores through sales-tax.  So, unless 
we give powers to the State to levy 
the sales-tax on  transactions in the 
course of inter-State trade  or com
merce, revenue will be  lost to the 
States.  A very intriguing  situation 
had arisen after the Supreme Court 
judgment of 6th September,  1955, 
whereby some of the people who had 
already paid taxes on these transac
tions just gave notice to the States 
for the refund of the  tax.  There
fore, ê had to bring in the Sales- 
tax Laws Validation Act of 1956, to 
validate all those taxes  that were 
imposed by those States  and were 
collected from the traders in order to 
avert the difficulties that  were ex
perienced by the States.
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Now, by the  present  legislation, 
we are just going to have principles 
determining as to when the sale or 
purchase takes place in the course of 
jnter-State trade or commerce, when 
the sale takes place inside the State 
or outside the State,  etc.  Chapter 
n deals with  these  points,  and 
Oiapter im deals with the rates, in
cidence of tax, etc. on  inter-State 
sales.  It is a small Bill of 16 clauses.

We paŝ  an Essential Goods Act 
declaring certain goods as essential 
to the life of the community accord
ing to which, whenever any tax was 
to be levied on those  articles, the 
permission of the Centre had to be 
obtained before levying the tax, but 
after the Constitution (Sixth Amend-̂ 
ment) Act of 1956, which came into 
effect in September 1956, after get
ting the assent of the Presidoit, that 
Act had become void and it had no* 
effect  whatsoever.  Therefore,  we 
have provided in clause 16 of this 
Bill that the Essential Goods Act be 
repealed.

We are aware that there were very 
strong feelings on the part of some 
people and on the part  of  some 
sections of this  House, when  the 
Constitutional  amendment was dis
cussed, that over and  above those 
six items which were recommended 
by the Taxation Enquiry Coitamission 
as of  special  importance,  certain 
other articles also should be added, 
particularly,  food,  salt,  etc.  We 
stated before the  House that  we 
would  consult the  States in  the 
matter.  We called a  conference of 
the representatives of State Govern
ments and we put this matter before 
them. The States advance the  argu
ment that the  Centre should  not 
expand this list of six items of raw 
materials.  Hiey stated that they are 
Govermnents representing the people 
of the States and that  they WQuld 
take care to see whether a certain tax 
on those  articles  would be  rather 
heavy or not and whether a tax should 
be imposed or not.  They said that the 
legislators of the  State  Assemblies 
were elected by the electors of those 
States concerned and the State Gov-

emments were responsible  to those 
electors and that therefore  it must 
be left to them as to whether there 
should be any tax on these commodi
ties such as food, salt, etc.  They said 
that it must be left to them to see 
whether they will impose any tax, 
or how much tax should be imposed, 
etc.  All these things must be left to 
the State legislatures  because they 
are responsible to the people pf the 
States.  They were therefore, strong
ly oîposed to any expansion of the 
list of these articles.  Therefore, we 
have brought in six items  only as 
goods of. special  importance.  For 
these articles too, we have  placed 
restrictions, saying that the tax shall 
not be more than two per cent at one 
stage in a State.  So far  as inter
state trade or commerce is concern
ed, we have generally restricted it to 
one per cent.

Thus» this is a Bill \fhich vitally 
affects thfe revenues of State  Gov- 
erpm̂ts and  the recommendations 
of the Taxation  fiiquiry  Commis
sion have bê  generally acoepted by 
the House when  the  Constitution 
(Sixth Amendment) BiU  was dis
cussed and the Constitution amended 
accordingly, in order to facilitate this 
legislation.' I hope the  House will 
support this motion and  will pass 
tbis Bill in due course.

Central Sales Tax  i8io
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Mr.
moved :

Depnty Speaker: Motion

*Tĥt 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 out
side a State or in the course of 
import into or export from India, 
to provide 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  importance  in  inter
state trade  or  ccanmerce  and 
specify the restrictions and con
ditions to which state laws im
posing taxes cm the sale or pur-
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Mr. Deuty-Sfeaker. ^

chase of such goods of  secial 
imortance shall be subect, be 
taken into consideration*.

The total allotment of  l̂ e for 
this ill is 10 hours as recommend
ed by the usiness Advisory Com
mittee and a roved by the House. 
May I know the sense of the House 
as to -what, time we could allot for 
general discussion and what time for 
the rest

Shri U. M, Trivedi (Chittor:  Six
hours for general discussion.

Shri Heda  (Nizamabad:  Certain
clauses are very imortant.

Shri M. C. Shah: It is a very simle 
measure.

An Hon. Member: Seven hours and 
three hours.

Mr. Deuty-Seaker: I think seven 
hours for ĝ eral  discussion  and 
three hours for the remaining stages 
would be all right.  I take it as the 
general sense of the House.  There 
is also an amendment that the ill 
be referred to a Select  Committee.
It is by Pandit Thakur Das har-
gava.  Is he moving it

Pandit  Thakur  Das  hargfava
(Gurgaon : Yes, I wish to move it.

Mr.  Deuty-Seaker:  He  may
move it now, so that the motion and 
his amendment may both be taken 
u for discussion.

Shri U. M. Trivedi:  That' wUl be
exclusive of the time allotted.

Mr.  Denty-Seaker:  Even if the
does not move it, the  total allot
ment of time is there.

31̂  ItTOf  : vilHN

That the ill be referred to a 
Sielect Coxnmittee  consisting of 
Shri l̂ ee Narayan Das,*  Shri 
Fulsinhi, . Dabhi, Shri hulan 
Sinha, Shri U. M. Trivedi, Shri 
N, . Chowdhury,  Shri  C. P. 
Gidwani, Shri N. P. Damodaran,
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Ramata  amlendu Mali  Shall, 
Shrimati  Uma  Nehru,  Shri 
Sarangadhar Das, Shri  Resham 
Lai angde, Shri N. C. Chatter- 
ee,  Shri  rishnacharya  oshi, 
Shri P. T. Punnoose, Shri . P, 
ûnhunwala, Shri Mohanlal Sak- 
sena,  Shri  . S.  Raghavachri, 
Shri G. L.  ansal,  Shri S.  S 
More, Shri T. T. rishnamachari 
and the mover, with instructions 
to reort by the 12th December. 
1956.

3RR ^  *rr..
 ̂ Ho ^

I

When I received a  coy of this 
ill, the Central Sales tax  ill, I 
was, at  that  moment,  extremely 
busy, with some work.  So, the first 
thing I did was to find  out if the 
wishes of the House in this matter 
had been taken notice of and accet
ed by the Government.  I only read 
on̂ line—clause 14—and I  wanted 
to find out whether foodgrains have 
been included here or not.  To my 
great astonishment  and  dismay, I 
found that foodgrains  had not been 
included. '

I would very humbly reuest the 
hon. Finance Minister kindly to look 
into the debates which took lace at 
the time of the Constitution (Tenth 
Amendment  ill.  At  that  time, 
many Members stood u in their seats 
and reuested the Government to be 
kind enough to include  foodgrains. 
A erusal of those discussions would 
show that though we did not want 
any. undertaking to be given by the 
hon. Finance Minister at that time, 
yet, we were vociferous in exress
ing our wishes ^d in asking him to 
consider the uestion symathetical
ly. ' At that time, he also asked us 
to realise the situation, and aid that
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was not in a' position to give any 
undertaking.  We  really  iid  not 
want an undertaking from him.

13 hrs.

With your permission, I would like 
to quote certain  portions of . his 
speech delivered on the  29th May 
1956 in connection with the Consti
tution  (Ninth  Amendment)  Bill. 
Soon after he concluded his speech 
moving the consideration of the Bill, 
the question of allotment of time for 
the different stages of the Bill arose. 
In the meantime, I put him the fol
lowing question.  (Page 26,  681 of
stencilled Lok  Sabha  Debates of 
29th May 1 )̂ :

“May I be allowed to pui one 
question to  the  hon.  Finance 
Minister?  He himself  has been 
pleased to indicate that so far as 
the question of articles of rpecial 
importance are concerned,  they 
will be considered later.  Ir. the 
Joint Committee also, there was 
mention about it and I want to 
know from him specifically if he 
is agreeable to include foodgrains
* among  articles  of  ‘special  im
portance*.

Shri C. D. Deshmukh:  It will
be for Parliament to decide when 
the second Bill is broû t before 
it  I have indicated the possibi
lity of  including one or  two 
articles.  In other words, I have 
not rul̂ out  the inclusion  of 
articles like foodgrains.”

In the  earlier  portion  of  his’ 
speech,  he had  stated that  one or 
two things more could be included 
in the list.  On the basis of this I 
:told him :

“If there is any likelihood of 
foodgrains being included, much 
of the criticism will go. away.

Shri C. D. Deshmukh: It would 
not be right and proper for me 
to giye an undertaking  in this 
respect.”

To this I stated—

‘*We do not want any  imder- 
taking.”

4 DBĈ MBKR 1956 Central Sales Tax
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The dî ussion proceed̂, on when 
Shri C. C. Shah interrupted:

*Toodgrains are of special im
portance in inter-State trade and 
commerce so that Parliament can 
include it.”

Upon which I remarked:

“I am sorry I put the question 
only to the hon. Finance Minis
ter.”

To this Shri  C.  D.  Deshmukh 
replied—

“What I say is that I do not 
think it right to make  a state
ment as to what Parliament will 
do on a further occasionT.*’

Then I put it to him again—

“I do not want that.  I   ̂ 
also a part of Parliament and I 
know what it will do or not do.
I only wanted to know from the 
hon. Finance Minister if, in his 
opinion, tiiere is  any likelihood 
of the inclusion of foodgrains in 
articles of  special  importance. 
That is the only question.  If he 
wants, he can give us a reply.

Shri C. D. Deshmukh:  The
question is not so easy as to say 
whether foodgrains  will be in
cluded in the Bill to be brought 
forward before the  next House. 
What he is  asking is  whetiier 
there is a liklihood of foodgrauts 
being included in the next legis
lation to be passed by Parliament-

Pandit Thakur  Das Bhargava:
In the Bill and not by the House.

Shri C. D. Deshmukh: So far as 
the proposal is cwicemed, what I • 
have undertaken is to communi
cate to the State Government the 
views of my  hon. friend  and 
others in this matter.. I am hot 
aware  myself  of any  strong 
reasons why foodgrains  should 
not be included. Therefore, there 
is  the  likelihood  of foodgrains 
being included in that Bill that 
will come before the House, pro
vided we carry conviction to the 
State Governments concerned.”
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[Pandit Thakur Das Bhargava]

In the coiurse of his reply to the 
debate on the Motion for considera
tion  the  Finance  Minister  said 
(Page 26, 796 of the stencilled debates 
of the 29th May 1956) :

“Circumstances may easily arise 
where it would not  be difficult 
to prove that foodgrains move
ments are of great  importance 
in the inter-State trade and com
merce.  If so, I do not  expect 
any great  difficulty  in carrying 
this message, shall we  say, to 
the State  Governments.  This 
view is shared by some  of my 
coUeages in the Cabinet, if I may 
disclose’it.  So, I would  advise 
that we  leave  this  particular 
matter there and for the moment 
proceed with this piece of legis
lation as we have it before us."

The Bill then entered  clause by 
clause consideration.  When  clause
4 whidi  related to  amendment of 
article 286 came up for discussion, I 
said (Page 26, 809)—

“From that  very  standpoint, 
my stand is this.  Let the Finan
ce Minister go to any  part of 
the., country and take the opinion 
of the people who are concerned.
As I said before, so far as neces
saries of life are concerned, 99*9 
recurring per cent, will be iound 
to favour the point of view which 
I am submitting.  I  am  very
glad that some of the  Cabinet 
Ministers think like  me.  I am
further glad and I  believe in
my heart of hearts that the hon. 
Minister is one  of  them  who 
thinks like me that necessaries of 
life are the last  things which 
should be taxed so  far as the 
poorest people in the land  are 
concerned.  On the contrary, we 
have changed  our  opinion In
deference to the opinion of the 
Finance Minister.”

As the disc\ission on the Consti
tution (Amendment) Bill proceeded, 
IhOû there was no specific under
taking given, yet  hî esq̂ectations 
were raised and we did believe that

foodgrains would be included.  I was 
not the only person; I have  gone 
through the entire debate and I find 
that Member after  Member  rose 
and put forward this suggestion, and 
even Members who hold views con
trary to those held by me suggested 
that foodgrains at least should be in
cluded in the list.

I would in this connection make a 
reference to the Report of the Taxa
tion  Enquiry  Commission.  The 
President of the  Commission,  Dr. 
John Matthai was of the view that 
so far as foodgrains are  concerned 
they are in a peculiar position. Now 
I find that foodgrains have been ex-
eluded.  The hon. Shri  M. C. Shah 
just now said that the States held 
the view that this is a matter to be 
decided by the representatives of the 
States and that they were not wil
ling to  accept the  suggestion by 
Members of this House.  It  would 
have been much better if the whole 
correspondoice  between the States 
and the Central GovOTunent as well 
as the opinions of the various States 
had been  circulated  to  us.  This 
would have  enabled us to  know 
which of the States did  not accept 
the proposal.  It is quite clear that 
this House can if it so likes include 
foodgrains among the declared arti
cles.  There is  no doubt  about it. 
This House should have  been givim 
an  opportunity  to  exercirc  its 
sovereign right of enacting this law, 
It is this Parliament alone which is 
competent to enact a law of  this 
nature and the House  should have 
been allowed to have its say.  That 
can only be done when there is a 
Select Committee.  This would have 
given us an opportunity to know the 
Intensity of  feeling  among  the 
States and l̂l̂ether the Members of 
the State Legislatvires were consult
ed or only the executive part of the 
Government took  up  this  stand. 
After all it is a question of agree
ment between the States  and the 
Centre and the  Members of  this 
House should have been allowed to 
have their say in the matter.  If the 
C5ovemment agreed with the States
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in a matter of this kind behind the 
back of this  Parliament, I do not 
think they were  justified in doing 
so.  Even  when  the  Constitution 
(Amendment) Bill was under  dis~ 
eussion in the House, I pointed out 
that the hon. Finance  Minister was 
not right in coming to an agreement 
with tĥ States and facing us with a 
fait accompli.  The hon. the Finance 
Minister made* it clear to ui that he 
would communicate the view of the 
Members of this House to the States. 
When I pointed out that it was not 
merely the view of the House, but 
of his colleagues in the  Cabinet, hĉ 
did not contradict me.  I therefore 
thought that foodgrains  would not 
be the first casualty so far as this 
Bill is concerned.  The  matter may 
be taken to the Select  Committee 
and debated  there.  We may  be 
shown how the States have reacted 
to this proposal and we may  also 
be able to impress upon the Finance 
Minister our feelings in this matter, 
because it is not a question that has 
eropped up now.  When this ques
tion was debated in the Constituent 
Assembly, some of us  had occasion 
then to take part in the debate.  I 
sent in about 20 amendments .so far 
as this matter is concerned and you 
know the whole history; you  know 
how this thing developed  and how 
ultimately we  accepted the  provi
sions which  were existing in  our 
Constitution before this Constitution 
(Tenth) Amradment Bill was passed.

Originally, in the chapter on funda
mental rîts, there was  clause 16 
which said that “trade and industry 
throughout the whole of India 
be free” thoû the Parliament was 
given the power to make any laws 
it liked.  That was not alone; there 
were other articles in  the Consti
tution scattered all over and ultima
tely these were all incorporated in 
articles 301 to 307 as also, article 286. 
At that time all  these arguments 
were gone into and it so  happened 
that our present Finance 
participated in the debate  and gave 
the final  reply.  I had  moved an 
amendment  that the word  ‘‘tem
porary- may be put in  one of the

sub-clauses.  Then the hon. Finance 
Miĵter expressed his opinion that 1 
was perfectly wrong in  asking for 
the word “temporary” to be pat in 
that particular clause.  At that time 
he said that he could not see in the 
near  future any  time  when  we 
would be self-sufficient in the matter 
of foodgrains;  This is what he said::

“Let me take one  particula]̂ 
amendment of my  hon.  friend 
Pandit Thakur  Das  Bhargava.

 ̂ He objects to  the wording  of 
clause (2) of article  274C.  He 
sa3rs that a situation arising from 
scarcity of goods must be quali
fied by the word “temporary*̂  I 
am asking my hon. friend if he 
can today say that the scarcity 
of goods in this  country which 
manifests itself in various parts 
of this country is going to be a 
temporary affair.  Is  it  not a: 
matter which is going to be more 
or less permanent,  certainly for 
a period of years,  probably de
cades?”.

I said, “Certainly not”.  Then, he 
continued:

“If my hon. friend  holds that 
opinion I can  only  agree  to 
differ.  I for my part do  hold 
that our present position in the 
matter of food and ̂ĉrtain other 
essfential  commodit|̂ &the  scar
city that is attached lo th»n-4s: 
a thing which it wifi be difilcult 
for us to  get over even  in a 
period of a decade and over.  If 
my hon. friend is an optimist, t 
have no quarrel with him, but I 
am not one >pf the category that 
holds such opinions.  I  have a. 
right to say that the fundamental 
purpose of this  Constitution is 
that it should enable thfe citizen- 
of this country to live.  On this 
fundamental principle there can 
be no difference of  opinion.  I 
do believe that we caxmot fetter 
the light of a State to order the 
economy of the country in 8ud» 
a way that the maximum number 
of people will be  benefited ter 
it**
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[Pandit Thakiir Das Bbargava]
He proceeded fitrther and it was 

at his instance that article 274 etc. 
whi<̂ are now articles  301 to 306 
were put in the Constitution.  I may 
:hiimbly point out to the hon. Finance 
Jiinister that in the matter of food, 
his predictions have not proved true. 
•On the contrary, I maintain that we 
have attained selfr sufficiency in the 
matter  of  food.  Originally  the 
' <TOvemm«il proposition was that it 
shall attain self-sufficiency  in 1951. 
But did not succeed according to the 
Government; according to  some of 
us, it did succeed and  the controls 
-were  not  justified.  Ultimately  the 
controls were removed.  The  Grov- 
emment used to say that .there was 
only iO per  cent,  deficiency.  But 
now as a result of the Five  Year 
Plans  and  other  effoîs made  by 
Government after spending hundreds 
of crores of rupees, the food situation 
lias improved a lot.  Durî the last 
five years, the increase has Been more 
than . 10 per cent With  regard  to 
certain articles like rice, we begun 
exporting also.  So, I maintain that 
we have attained self-suiBciency in 
food and that we are not deficient, 
ihough I know that  Government is 
even now importing  these articles. 
Tliat is an  enigma to  us.  Outside, 
5n the country, they \say, *‘we  have 
solved the food problem”; but, when 
we come to the House, we find that 
Ihere are so many articles imported 
from America etc. and there are rice 
deals, with  Burma.  The  Govern
ment say, it is for the  purpose of 
storage that they are importing food- 
grains.  So far as the  exponents of 
the Govemmept view are concerned, 
:they  My  from  the housetops  that 
self-sufficiency has befen attained. We 
do not find the deficiency  in the 
country .which we  used  to  find 
t)efore.''  I, should say that we  have 
attained, if not  full  suflRfciency, a 
tolerable state of sufficiency and we 
need not worry for the fuiure. There 
is also the second Five Year Plan 
and we find that efforts  are being 
made tq increase the food production 
still mbre.  Foodgrain  is  a  stuff 
which concerns the poorest man; this 
is an essential thing  which should

go into the category  of  declared 
goods.

If, you look at the Essential Goods 
Act, 1952, you will find that the Unt 
place of importance was  given to 
cereals and pulses and other things 
came subsequently,  It  appears  to 
me now that there is a certain kind 
of competition  betwe<en  articles of 
food and raw materials and manu
factured  articles.  Manufactured 
articles are not found in the cate
gory of declared goods.  Some of the 
raw mat̂ als are included in this 
category. When  the  Constitution 
Amendment Bill was being consider
ed, the hon. Finance Minister told us 
that he had  received some telegram 
from the Finance Minister of some 
other State saying that manufactured 
goods ought not be included in the 
list.  I thought at  that time  that 
some Minister fcrom  Bombay might 
have sent that telegram; I  did not 
know anything; it was a mere sur
mise.  I do not know whether it is 
correct.  1 brought to the  attention 
of the House that cotton was includ
ed, but not cloth.  This means that 
the Government  is  favoviring  the 
richer people, the manufacturers, at 
the cost of the  producers of raw 
materials.

So  far as all these articles are con
cerned, I am  conscious that  there 
must be uniformity of prices in the 
country.  Even at  the  very  start 
when we were discussing this in the 
Constitu«it  Assembly.  I submitted 
these arguments for the co;isideration 
of the Ifouse.  Even at the risk af 
repitition, I would humbly  request 
the House  to consider this  natter 
from the standpoint of the ordinary 
man.  I have submitted those argu
ments before and I repeat them now. 
What is the use of yourBhakra Dam, 
Hirakud and the Tungabhadra Dam? 
How do these  dams  enthuse  the 
people who have not  got enough 
fbodgrains.  The country, is one and 

. there should be uniformity of price. 
The advjgitage of all these  things 
should be given, to âch  and every 
person in the country.  In regard to
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manufactured  articles,  supposing 
Bombay Mills  produce very  good 
cloth and if it is supplied to me not 
at the price at which it is supplied 
in any other place, how do I stand 
to benefit by it? The first requisite 
of one unit or one  country is that 
ordinarily  speaking, the  prices at 
least of the necessaries of life should 
be the same all over India.  Other
wise, I feel that so far as provincia
lism or parochialism  is  concerned, 
they will get better of us.  I there
fore think that this matter should be 
reconsidered and debated  before a 
Select Committee and we should be 
told why the Grovemment  are im- 
able to accept this one recommenda-̂ 
tion, which we  thought  would be 
accepted  by the  Government.  Or
dinarily, all the Bills  that  come 
before this House are taken to the 
Select Committee.  Because, it is in 
that cool and collected  atmosphere
that all arguments  are made, and
the pros and cons  are considered.
Here, in this House, when  an amend
ment is moved, the Government takes 
a stand and then we know what the 
result is.  Even the most reasonable 
amendments are lost in the heat of 
the moment.  When we  are in a 
Select Committee, it happens, every 
question is thrashed  out, arguments 
are advanced and every one has at 
least the mental satisfaction that the 
hon. Minister in charge of the Bill 
has convinced him or tried to con
vince him.  We may  differ,  I  can 
umderstand that.  But, we get  the 
satisfaction that everybody  is tried 
to be  convinced.  We  have  found 
that in spite of strong feelings, the 
feelings of the House have not been 
cared for by the  Government and 
they have, perhaps,  cared for the 
views of the Executive policy of the 
State Governments.  I am very much 
doubtful if  the  State  legislatures 
have bfeen consulted in this matter. 
If the State legislatures  had been 
consulted,  my own view is,  they 
would have said, let the Centre keep 
this power.  We are not opposed to 
the State legislatures.  We know they 
are very responsible people.  At the 
same time, under the stress of cir
cumstances, when you want money

508 L.S.D.--2.

for a particular purpose, the easiest 
course is to just include an article in 
the sales tax.  You get the money. 
This is the difficulty.  In the Centre 
we know that there are certain limi
tations beyond which no Government 
could go, be it the Central Govern
ment or the  State  Gk>vemments. 
That caution is likely to be removed 
if the matter is debated in the State 
legislatures.  Not that  I  deny the 
responsibility of the  State legisla
tures.  They are responsible  people. 
They can certainly have  their say 
in a matter like this.  It was on this 
account  that  we  enacted  article 
286(3).  Otherwise, all  these argu
ments were there even then. When 
we enacted article 286(3),  we said 
that so far as essential  articles are 
concerned, only those  States TK̂iich 
already had taxes like  this, were 
exempted.  They were  not entirely 
exempted.  In regard to all the other 
States, we enacted that no law could 
be passed by a State legislature un
less it received  the  assent of the 
President.  That was a very  great 
check.  In respect  of  even  those 
States where these tastes are already 
there, they could not increase their 
taxes.  We are now  giving a carte 
blanche.  One effect of this law x̂rill 
bê in regard to articles which are 
not declared goods, the State legisla
tures will get full,  complete, un
restricted authority to do v/hSLt they 
please.  When this  institution was 
drawn up, I did not ateept this posi
tion.  When we were going, into, this 
matter, I even submitted an amend
ment for the  consideration  of  the 
House, saying that even in regard to 
articles which are not essential, the 
Centre should  given power in order 
to ensure uniformity of taxation and 
freedom from taxation  of essential 
articles.  My  amendment  was not 
accepted.  That is a different matter. 
Even now, I submit that you should 
discharge your rê nsibility  to  tbe 
whole of India.  The Central Govern
ment is no less rê Kmsible than the 
State Governments.  I should say they 
are  more responsible.  After all̂ all 
the people are Citizens of India  and 
not citizens of particular States.  The
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Central Government has  got  more 
responsibility.  So far as the poorest 
people are concerned, I  think ti\e 
Central Government is not only more 
responsible, but, at the same time, 
in my humble opinion,  it is in the 
position of a trustee.  The people in 
the States and elsewhere look up to 
the Central  Government  for pro
tection from the vagaries of the State 
legislatures.  It was for this reason 
that in articles 300 to 307 we enacted 
that the States will not be  able to 
put even reasonable restrictions un
less and imtil they get the sanction 
from the Central Government.  You 
will find in article 307 that we have 
enacted that some Authority will be 
appointed to see that  these provi
sions are not  contravened.  Article 
307 says ;

“Parliament  . may  by  law 
appoint such authority as it con
siders appropriate for  carrying 
out the purposes of articles 301, 
302, 303, and 304, and confer on 
the authority so appointed such 
powers and  such duties  as it 
thinks necessary.”

I do not know if any action has 
been takei under this provision.  No 
authority has been  appointed  and 
nobody has cared to find  whether 
these articles 301 to 304 have been 
utilised or not and whether in the 
States there  has  been  excessive 
taxation.  People  have  complained 
and complained bitte(rly.  We know 
of the agitation thai took  place in 
the U.P. when the Government  of 
India agreed to allow them to  levy 
certain  taxes  on  foodgrains.  We 
know  what  took  place there.  No 
authority has so far been appointed. 
I do not know whether the States 
have, as a matter of fact, behaved in 
such a wrong fashion that the Govern
ment of India might have to take any 
action. I wish now, when they  are 
giving this kind of power to the States 
that the authority imder article 307 
is appointed so that it can see that 
in regard to necessaries  and other 
articles, there is no  discrimination 
and apart from discrimination, there 
is no excessive restriction.  In article

304, the words are:
"impose such  reasonable res

trictions on the freedom of trade, 
commerce or intercourse with or 
Within that State as may be re
quired in the public interest,”

But, the rider is very strong.  It 
says:

“Provided that  no  Bill  or 
amendment for the  purpose  of 
clause (b) shall be  introduced 
or moved in the Legislature of 
a State  without  the  previous 
sanction of the President.”
Even now, the Government of India 
is charged with the responsibility of 
seeing that, so far as article  304  is 
concerned, the State legislatures  do 
not outstrip those bounds, wihich are, 
as a matter of fact, restrictions of the 
authority to an extent.  Unless  the 
Government of India agree, they can
not put any unreasonable restrictions.
As  I  was submitting, article  307 

requires  the  appoiîtment  of  this 
authority.  The rights given in arti
cles 301 to 305, according to me, are 
justiciable.  The matter can be taken 
to the Supreme Court whether the 
States have behaved correctly in this 
matter.  Even in  respect  of Parlia
ment, this matter can be taken to the 
Supreme Court.  I agree  with  the 
view of the previous Finance Minis
ter—probably these are the views of 
the present Finance  Minister ali*o— 
that we shall have to put tax on the 
common man, if our Second Five Year 
Plan is to succeed.  I know that we 
cannot but tax the common man. I am 
not averse to taxing him.  After all. 
the Second Plan is for this benefit and 
for the benefit of the coming genera
tions of India.  At the same time, as 
I submitted  before, and  with your 
permission I am repeating it, the Ques
tion of questions is whether in doing 
this you are going to tax the poorest 
in this land.  We have been told in 
this House by hon. Ministers of the 
Government of India that people in 
Orissa and other places  do not get 
even five annas a day.  This is  an 
average, which means that some  of 
them must be getting probably half 
of this amount.  Similarly,  the old
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«toiy that we used to trot out when 
the Britishers  were there  was that 
one-third of the population does not 
€ven get two full meals a day.  It is 
not an old story now.  Probably it is 
true that many people do not get two 
square meals a day.

Shri V. P. Nayar (Chirayiukil): One- 
third may have changed to one half.

Pandit Thakur Das Bhargava: Last 
time, the hon. Finance Minister, as his 
first gift to the people of India brought 
in the duty in respect of doth, etc» 
I do not know how far he has suc
ceeded in his effort.  This House pass
ed the Bill though some of us very 
himibly requested him to take such 
measures as would not in̂ se a tax 
on the poorest in the land.  Today 
also, I have submitted an amendment 
that coarse cloth should be regarded 
as a declared article.  I only plead for 
one kind of people.  I do not want 
that the Government may not realise 
his fun taxes.  These two Bills are 
already before us, for Rs. 16 crores 
or more.  He is entitled to do what 
he likes and take as much tax as he 
likes from the rich people and from 
the middle class people, and I would 
go further and say, even ^m those 
people who are called ordmary peo
ple, but with  very great respect  I 
submit that such persons about whom 
it is said that they get five annas a 
day  and  who are  getting a  very 
meagre amount of cloth should not be 
taxed, whatever may happen.

Some time back we  were given 
Eome figures about indirect taxation 
etc.  The broad question  does not 
come in.  1 only want that he may 
take whatever steps he likes to ensure 
that these poor people are not affect
ed by these provisions.  I do not see 
how this can be done unless you bring 
foodgrains and  coarse cloth  within 
the definition of “declared articles”.

An amendment has been put in by 
Shri Tulsidas to enact  back all the 
various provisions of the Central Sup
plies Act and include  them  in the 
category of declared goods.  I am not 
going so far.  I am only submitting 
that apart from other things, at least

foodgrains and fodder and coarse cloth 
must be regarded as declared articles. 
I know these are the very  things 
which can give you large income if 
you tax them in the manner that the 
State Governments may like to tax 
them.  Therefore, so far as this aspect 
is concerned, I am anxious  that the 
matter may go to the Select Commit
tee, and all the provisions and all the 
various views may be put before us. 
As I said, Shri M. C. Shah and the 
previous Finance BAinister were really 
agreeable in their heart of hearts not 
to tax the poor people.  I hold the 
same opinion about our present Fin-̂ 
ance Minister, that so far as the poor 
people of this country are concerned, 
he has a soft comer for them.  If the 
two Finance Ministers and the hon. 
Members agree and if the State Gov
ernments do not agree, it will be a 
good  medicine,  and  a  wholesome 
medicine, that we are giving to the 
State Governments to see that they do 
not utilise the powers which we are 
giving for the purpose  of adversely 
affecting the poorest in ̂ e land. This 
is my  humble  justification.  I  was 
imder the  impression that this  will 
be done, and  I find that my  hopes 
have been frustrated'̂ am extremely 
sorry to see ihat we have not suc
ceeded, that this Parlimnent has not 
succeeded, because I know every Mem̂ 
ber of this Parliament is anxious that 
so far  as  foodgrains,  fodder  and 
coarse cloth are concerned, they may 
be considered  declared articles.  Of 
the; iState Governments defeat us in 
our purpose, we will only say that we 
are defeated because of our own hon. 
Finance Minister.  If he agreed with 
us, I think  the State  Governments 
would not have been so bold.  After 
all, as between the State legislatures 
and the Central Legislature, I think it 
is the Central  legislature  which  is 
much more  powerful.  I need  not 
remind the M̂ bers  of the  provi
sions of articles 356 and 365 of our 
Constitution.  If I am correct in my 
appraisal of  the views of  the hon. 
Members of this House, I would only 
beg of the hon. Finance Minister to 
take this Bî to the Select Ccanmittee, 
and there 6t lêst include these two
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or three things in  the category  of 
•‘declared articles”.
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the Committee.
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As regards other matters which are 
included in this Bill, unfortunately I 
am neither an  industrialist,  nor  a 
manufacturer, nor a trader, and I do 
not know mudi of the ins and outs of 
these things.

Shri Kamath (Hoshangabad): 
are much more than that.

You

Pandit Thakur Das Bhargava:  It is
very kind of you to say that.  So far 
as the principles are concerned, the 
hon. Finance Minister, while  speak
ing on the previous Bill, stated that 
the matter of financial principles is of 
great importance and complexity and 
that there will be ample opportunity 
to go into  these matters  and  see 
whether  the  right  principles  are 
evolved.  I do not  think when  the 
Government brings forward this Bill, 
they should have this kind pt haste. 
It does not allow the Members of this 
House to tmderstand those principles 
and to see  that the  principles  are 
ev<aved in the right  manner.  It is 
only in the Select  Committee  that 
this can be done.  Otherwise, when 
the Government has  come forward 
with  an ipsi  dixit  and  wants  to 
enforce it in the House, the Members 
-ire helpless.  I have never seen QUls 
at  this  importance  being  rushed 
throû like this, even a Select Com
mittee not being allowed.  What  is 
the use of Select Committees at all if 
in regard to a Bill of this kind we 
cannot have a Select Committee?  In 
the Select Committee all these mat
ters can be gone into and all these 
principles can be..... *

Shii V. P. Nayar:  Who  are  the
Members  of the  Select  Ccmmiittee 
which the hon. Member proposes?

Pandit Thakur Das Bhargava: I am
quite agreeable to increase the num
ber of Meml̂î, and if some of tiiem 
are not adôtable to the hon. Mem
ber, let the names be deleted.  This 
motion is before the House.

Pandit Thakur Das Bhargava: Cer
tainly, he will be in the Committee. 
I only request the hon. Finance Min
ister kindly to agree to this motion 
for reference to the Select Committee. 
If he  thinks  any  other  Members 
should be here, I have absolutely no 
objection to include them.

At the same time, I have seen that 
the matter is not delayed.  After all, 
it is a good Bill and the Government 
and the States think that it is a good 
Bill and should be passed as soon as 
possible.  I have therefore fixed 12th 
December for the Select  Committee 
t« report so that the Government may
be able to get this measure passed in 
both the Houses.  It is in no spirit of 
idleness or  cavilling  or  something 
like tliat I am moving this motion.  I 
am moving this with all respect to 
the Finance Minister and this House. 
I want  that this  House should  be 
enabled to consider all these matters 
in the right spirit and that we may be 
able to discuss and understand right* 
ly all these questions which are the, 
subject matter of this Bill.

13-38 hrs. ̂

[Mr.  Speaker  in the Chair.]

As a matter of fact, there are per
sons who do not have sufficient know
ledge of these subjects, they do not 
also follow these matters.  Their will
ing consent,  their  intelligent  and: 
understanding consent should be taken 
for this Bill.  For instance, there are 
certain offences the  gravamen  of 
which  we have not  been able  to 
understand.  I would therefore sub
mit that this Bill may be referred to* 
a Select Committee, not with a view 
to prolonging this process of enacting 
this law, but  with a view  to fully 
understand all the' principles  which 
are hidden or explicit in this Bill.

I would also have liked that certain 
figures had been circulatĉd to Mem
bers of this House so that we cotdd 
know what was the revenue to the
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(Government from these taxes on food- 
grains in the States where foodgrains 
are taxed, and other relevant figures 
also, what would be the effect of this 
two per cent or one per cent which 
is proposed, what  are the  present 
rates, how in the various States the 
revenues will be affected—all  these 
matters are very pertinent, and in the 
absence of these, it is very difficult 'to 
•come to a conclusion whether two per 
cent or one per cent is correct. I have 
given notice of an amendment that it 
may be one per cent. It is only with 
a desire to see that the tax is as little 
as possible.  I do not want to put it 
less than that At the same time, I do 
not know what amount the Govern
ment will be collecting,  if you make 
it two per cent or one per cent.  In 
the absence of these figures, it is most 
difficult to give any opinion which is 
an intelligent opinion.  If you wimt to 
have the Bill passed in this way with
out the hon. Members of the HoUse 
:fuUy understanding  the implications 
of it, that is another matter, but if 
you want that we may understand and 
go with you, then  the best thing  is 
kindly to give these figures, enlîten 
us, take the matter to the Select Com
mittee and convince  us that  this is 
necessary.  I stated last time, and I 
am repeating it now, that if we under
stand that the only way in which the 
Second Five Year Plan can be put 
through is the one which is proposed 
by Government, then we shall hesitate 
before saying  anything  adverse  to 
this measure, though  I  feel  very 
strongly that so far as the poorest in 
the land are concerned they should not 
be taxed.  So far  as these  poorest 
people are concerned, I do not want 
to  give any graphic description  of 
their condition.  But I would submit 
that with all your plans on the one 
side and with the interests  of these 
poor people  on the other, I would 
rather say  that these poor  people 
should not be taxed than that I should 
have all your plans etc.  Your plans 
are for the other people, for the richer 
people, for the middle-class  people 
and even for the ordinary people, but 
so far as these poor people are con- 
<emed, they are »®re concerned with

the two loaves of bread and the ten 
or eleven yards of cloth  that- tĥ 
have.

Sim Sixteen yards.

Pandit Thakor Das Bhargava: Ten
or eleven yards is the average.  If 
even these are to be taxed, 1 do not 
know what the meaning of this wel
fare State is.

Shri : Tarewell State’.

Sbri  ML  S.  Gompadaswamy
(Mysore): But not well-fed State?

Pandit Thakor Das Bhargava: That 
is for Shri Kamath to say. So far as 
I am concerned, I do wish and I do 
believe that it is a welfare State, and 
everything will be  by this Gov
ernment to see thû :̂ welfare State 
is there not in riime only,  as Shri 
Kamath says, but in spirit also.

. The Minister of Finance and Iron 
and Steel (Shri T. T. Kristanamachari):
What does Shri Kamath believe in?

Pandit Thakor Das Bhargava: He
says Tarewell StateV as  he is going 
to America or EngMnd.

Shri Kamatt: I said 'Fare  well
State’, not ‘Farewell .State’.

Pandit Thaknr Das Bhargava: With 
all the emidiasis at my command, I 
have to make this last appeal to you 
to accept my amendments for refer
ence of this Bill to a Select Commit
tee, for, I feel that nothing will be 
lost in the seven or eight days that 
will elapse before the Select Com
mittee present tiieir report.  When the 
Bill comes up again, if you convince 
us, we shall be with you.

But, for the  moment, I can  only 
say that we do not understand the full 
nnplications of the Bill.  We are not 
convinced that it is rî t not to include 
foodgrains and coarse  clo&  within 
the category of declared  articles, in 
spite of the  opinion  of this  House 
declared in an unequivocal manner. 
In fact, this fact has also been accept
ed by the Moyer of this motion. The 
previous Finance  Minister had  also
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Pandit Thaur Das harava

Mated cateorically that most o the 
Members anted it.  So, i, in site 
o all this, you do not ant to include 
loodrains, coarse cloth etc.  ithin 
the cateory o declared articles, then 
it is tantamount  to sayin that  the 
ill o this ouse and the oinion o 
most o the Members o this  ouse 
ill not be iven eect to and demo
cracy ill be bauled o its due.

Shri . C. Sodhia (Saar) In order 
to be able to su ort the motion, I 
ant to ut one or t o uestions to 
the Minister o Finance.

Mr. Îeaer  e may ut  them
later on.

Amendment moved

That the ill be reerred to a 
Select  Committee  consistin  o 
Shri Shree  Narayan  Das,  Shri 
Fulsinhji . Dabhi,  Shri hulan 
Sinha, Shri U. M. Trivedi, Shri N.
.  Cho dhury, Shri  C. P. Gid- 
ani,  Shri N. P.  Damodaran, 
Rajmata amlendu  Mati  Shah, 
Shrimati  Uma  Nehru,  Shri 
Saranadhar Das,  Shri  Resham 
Lai ande, Shri N. C. Chatterjee, 
Shri rishnacharya oshi, Shri P.
T. Punnoose, Shri . P. hunjhun- 
ala,  Shri  Mcdianlal  Sasena, 
Shri . S. Râ vachari, Shri G.
L. ansal, Shri S, S. More,  Shri 
T. T.  riahnaTnarhtri  and  the 
Mover nh instructions to reort 
by the 12h. December, 1956.

The  discussion  on  the  oriinal 
motion as ell as the  amendment 
thereto ill roceed no.

No, Shri V. P. Nayar.

Shri . C. Sodhia I may indly be 
allo ed to ut my uestions.

Mr. Seaer Why should the hon. 
Member not ait?  Does he ant that 
unless his uestions are ans ered, no 
discussion  should  roceed  in  the 
ouse?

Shri V. P. Nayar  eore I heard 
the Mnister, 1 thoût that 1 ne 
somethin about the ill, but ater

his seech I must coness that I dd 
not no hat I thouht I did.

Ater hearin  my revered  riend 
Pandit Thaur Das  harava, I am 
inclined to thin that he has  very 
successully made out a case or the 
reerence o this ill to a Select Com
mittee, because the issues hich my 
hon. riend Shri M. C.  Shah osed 
beore us as very simle  and non- 
controversial do not really seem to be 
so simle and non-controversial.  For 
examle, so ar as the inclusion o 
ood is concerned, e ant to study 
it in all its asects, and I am certain 
that much better or can be done 
on this, as su ested by my esteemed 
riend, i e ere to have a thorouh 
discussion in the Select  C(mmiittee. 
Ater aU, there should be no objection 
raised to  this course,  because  the 
Mover o the motion or reerence o 
the ill to a Select Committee  has 
laid do n a date hich comes ha i
ly ell ithin  this session.  I  am, 
thereore, inclined to ut in a ord 
o recommendation or the accetance 
o this  motion, and  I reuest  hon. 
Members to su ort this motion.

I ant to mae only a e observa
tions o a eneral nature in reard to« 
this ill.  It is ood that  ater the 
assumtion o o er imder the Con
stitution  (Sixth  Amendment)  Act». 
Grovemment have no come or ard 
ith the ormulation o certain rin
ciles hich should uide inter-State 
tax.  That does not commit me in any 
ay, nor do I aree, to the rovisions 
as contained in this ill.

From the Statement o Objects and. 
Reasons, e ind

This ill sees to  rovide or 
the leislation authorised by  the 
Constitution  as amended  above 
ith a vie to enablin the State 
Governments to raise  additional 
revenues by levyin tax on inter
state transactions  hich  are at 
resent immune rom  tax under 
their resective sales-tax las.

This, I resume, is the rimary ur-̂ 
ose or hich this leislation has no
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been brought forward.  But on going 
through the provisions of this Bill, I 
am inclixk«d to thmk that if this Bill 
is implemented as it is— am remind
ed of the favourite expression of my 
hon. friend Shri Kamath who often 
says that it should not be by hook or 
by crook—Shri Kamath win be justi
fied; the collection of revenue will be 
more by crook than by hook.  .
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Shri U, M, Trivedi: Rather, by hook.

Shri V. P. Nayar: On going through 
the provisions of this Bill, I find that 
the incidence of the new taxes on the 
common people of our coimtry  has 
not been  considered  in a  manner 
which it  deserved.  We  know,  for 
example,  that despite  the revenue- 
yielding  cĵ city  of this tax, it  is 
certainly an indirect  tax, and  the 
common man will have to bear the 
burden.

If we analyse the recent trends in 
the revenues, we find that the reve
nue from general sales tax of all the 
States together—according to my cal
culation; I am subject  to correction 
by  my  hon.  friend  opposite—has 
increased from Rs. 56-38  crores  in 
1950-51 to about Rs. 70*69 crores in 
1956-57 (as seen from the  Budget). 
In the Second Five Year Plan, there 
is a further increase of Rs. 112 crores. 
We must think of this Bill only in 
this context, namely, that taxes on 
income, including the corporation tax, 
which stood at Rs. 173*22 crores in 
1950-51 have only risen to Rs. 190*3 
crores in 1956-57.  This was the posi
tion just before the recent proposals 
which my hon.  friend the  Finance 
Minister Jias introduced.  If you take 
into accoimt  the total  percentage, 
then you will find that while, on the 
one hand, the indirect tax by way of 
sales tax has been mounting up in 
percentage and has been going up in 
a progressive way, what Government 
have collected by way of direct taxa
tion, especially income-tax, has been 
gradually on the decline.  The per
centage of the total tax revenue of 
the Central Government, I find, has 
declined from 42*8 per cent, in 1950
51 to a mere 37 odd per cent in 1956
57.  These figures reveal  that while

Grovemment  go on  increasing  the 
burden on the vast  masses of our 
people, that burden is not allowed to* 
be shared by the richer classes from 
whom no tax is collected.

Central Sales Tax 1834
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Then, we must also consider these 
figures in another background.  The 
Finance Minister—if I have  under
stood him aright; perhaps, I may be 
wrong—̂ made out the point*that the 
exemptions which are sought to be 
made under Chapter IV of this Bill 
were exemptions which were guided 
by the desire of Government to make 
available industrial raw material so 
that the prices of manufactured goods 
may not go up.  If that be so, I want 
the Minister to consider whether this 
has been  considered as  an isolated 
point or whether it has been consi
dered in the perspective of various 
factors of our  present  economy.  I 
fail to understand Hm it has been so 
considered, because if it had  been 
considered like that, these provisions 
would not have been there, in the way 
in which we have them.  Let us, first 
of all, take  an example.  Especially 
because the hon. Minister pinpointed 
the fact that this is  actuated by  a 
desire to make available  industrial 
raw materials in order to see that the 
cost of production is not increased, I 
want 1  ̂to consider how it works in 
view |i the analysis of profits which 
we hâ.  Take raw cotton, for exam
ple, “cotton, that is to say, aU kinds 
of cotton (indigenous or imported) in 
its  immanufoctured  state,  whether 
ginned or unginned, baled, pressed or 
otherwise,  but not  includ̂ cottcm 
waste”.  I can certainly see that by a 
provision like this, the cost of manu
factured goods in which cottcm is used 
will be favourably affected, that is to 
say, cotton textiles.  Then the ques
tion boils down to this whether the 
incidence of this has to be borne by 
them only or whether we could make 
other arrangements to see that it will 
not be increased.

I submit that this is not the only 
way—that is, by exempting it from 
sales tax—by which you can arrest 
the rise in cost of msuiufactured goods. 
I was particularly interested in the 
cotton textile industry, I must confess
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that I did not have enough time to 
work out the details of the industries 
which use the raw materials which 
are listed here. But take, for example, 
this one industry, about which I have 
some figures.  In the overall picture 
of India, I find that in 1950-51, the 
index of̂ net profits of all industries, 
if we were to take 1939 as the base, 
stood at 246*6,  but in 1955-56,  the 
index has leapt up to 319*6, abut 30 
per cent in the course of three or four 
years.  Then  the  profits  of  the 
cotton textile  industry, as  taken 
by  themselves,  stood  at  356:6 
in 1950-51—the base being the same, 
namely, 1939—and went upto 403*6 
in 1955-56.  That means that although 
the desire  of the  Grovemment,  as 
expressed by the hon. Minister in his 
speech, is to  see that  the price  of 
manufactured textiles  does not in
crease on account of the levy of an 
inter-state tax on the movement of 
raw cotton used by the mills, it is not 
as much the desire of Government to 
see that all possible steps are exhaust
ed to keep the price at a level which 
is suitable to the consumer. We could 
very easily make adjustments in the 
profit.  This profit aspect  must  be 
considered when  you consider  the 
advantage of giving a tax-free raw 
commodity in order that the industry 
may function well.

Therefore, the question of exempt
ing such goods—I am open to correc
tion—should not be decided indepen
dent of all other factors which we 
find in our economy.  The point which 
dtserves supreme consideration when 
we consider a legislation so difficult as 
this, according to me,  will be  the 
general impact of this measure on the 
broad masses of our people.
My hon. friend. Pandit Thakur Das 

Bhargava, was referring to foodgr&ins. 
I certainly do not say that these are 
not articles which are not important. 
These are very important articles, on 
the price of which and on the tax on 
which many millions of people might 
depend.  But  by  giving  a  special 
treatment of this industrial raw mate
rial, 1 think we should also in a way 
eontrol the industrial profits.  As I

submitted earlier, this is not the only 
way to arrest the increase in cost of 
production.  Profits can certainly be 
sealed.  We have been crying for it 
times without number in this House.
I should not be mistaken to mean that 
by saying this I want the cost at pro
duction to go up.  It should not go up.
I am very positive about it.  But you 
will find that the corresponding aspect 
of it, that is, the profit aspect of the 
industry, is also involved.

Gk)vemment have levied a 6  per 
cent, tax on dividends.  In so far as 
it goes, it is very good.  We welcome 
it.  But that does not satisfy all the 
necessary requirements of controlling 
profits in a manner which our economy 
today warrants.  They have also to 
think seriously of levying other taxes, 
e.g. excess profits tax, a ceiling on the 
profit percentage varying from indus
try to industry—I do not suggest that 
all industries should have the same 
ceiling on profits; it might depend on 
a variety of circumstances—and so on. 
But we must have figures of how it is 
very necessaî to make this exemp
tion in sales tax with the sole crite
rion of assuring that the manufactur
ing costs do not go up.  We are also 
entitled to consider what ways and’ 
means  Government  have taken  in 
order to keep the manufacturing costs 
at what they  are, by reducing  the 
prafttB which  we know have  been 
swelling out of all proportion in the 
last few years.

Again, I find a distinction is drawn 
between goods and goods on the basis 
of essentiality or ottierwise.  I  re
member having read in the Report of 
the Taxation  Inquiry  Commission— 
which I do not have here with me— 
laiat they  were not  very much  in 
favour of goods being  distinguished 
on the basis of luxury goods or other
wise.  I remember that they were 
against any special levy of sales tax 
otti luxury goods.  I do not agree with 
that proposition at all, because luxury 
goods certainly ought to be treated on 
a particular footing  and should  be 
made the subject of the hiî Mst pos
sible tax in our land.
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Reading through this Bill, I have 
some other doubts which I would like 
the hon. Minister to clear, if he finds 
time to answer my questions.  For 
■example, in the definition clause ‘sale* 
lias been defined thus;

“ ‘sale’ with  its  grammatical 
variations  and  cognate  expres
sions, means any transfer of pro
perty in goods by  one person to 
another for cash or for deferred 
payment or for any other valu- 
.able consideration, and includes a 
transfer  of goods  on the  hire- 
purchase or other system of pay
ment by instalments, but does not 
include a mortgage or hypotheca
tion of or a charge  or pledge on 
goods”.

Shri U. M. Trivedi: Not a barter.

Shri V. P. Nayar: Not a barter and 
not many other things.  Unfortunate
ly, ‘purchase’ is not defined, although 
the words ‘sale’ and  ‘purchase’  are 
used together in  most of the  other 
.sections.

Shri U. M. Trivedi: They want only 
lo tax us.

Shri V. P. Nayar: Probably what is 
the opposite of sale is intended to be 
pufthase.

Mr. Speaker: I heard the hon. Mem
ber read out something about ‘other 
considerations’.  What is it about?

Shri U. Bf. Trivedi: The Transfer
-of Property Act is a different Act. flie 
definition of  ‘exchange*  is different. 
“Will it cover exchange?

Shri V. P. Nayar: I did not  say
'other considerations’.  I said: ‘defer
red payment or for any other valu
able consideration’.  He said  barter 
was not included.

Shri  U. M. Trivedi: Exchange is 
:something else which has been defin
ed.

Mr. Speaker: Exchange is not defin
ed in the General Clauses Act.

Shri U. M. Trivedi: Not in the Gene
ral Clauites Act, but in the Transfer 
of Prx̂rty Act.

Mr. Speaker; It t«lates to immov
able property.

Shri V. P. Nayar:  It will not be
covered by the  provisions  in the 
Transfer of Property Act, because it 
is a fundamentally different  matter 
altogether.  But when sale is describ
ed, it will not cover all the transac
tions which might possibly be consi
dered to be sales.

I pose this question of the branch 
organisations  of certain  distributing 
firms.  I may particularly refer  to 
some firms whi<̂ have a monopoly 
of the import of certain articles given 
by the Government.  Take, for exam
ple, the import of so many chemicals 
by a firm Ifte the Imperial Chemical 
Industries  or the  Tata  Industries. 
They have a network of organisations. 
Hon. Biinisters have been saying  in 
this House that it is because of their 
very efficient  and widespread  sales 
service that these firms  have been 
nominated to distribute certain vital 
commodities on behalf of Government.

14 hrs.

I want this proposition to be consi
dered  by the hon.  Minister.  For 
example, the Imperial Cliimicals have 
a monopoly for the import of soda ash. 
They import soda ash to the port of 
Bombay.  They  have  branches  all 
over the country.  There  are  other 
companies  functioning  in  Calcutta. 
This  Imperial  Chemicals  being  a 
monopoly firm, other companies will 
necessarily have to place indents on 
this firm for their supplies from Bom
bay.  That is certainly covered by the 
definition of ‘sale*.  But a branch of 
the same organisation,  the Imperial 
Chemicals in Calcutta,  have not  to 
purchase from Bombay.  From their 
headquarters in Bombay  they can 
have the entire quantity transferred. 
That would not come within the ambit 
of ‘sale’ or *purchase’.  Undoubtedly, 
it is movement  of goods  but  that 
movement as such is not taxable. The 
movement, only if it is accompanied 
by sale or purchase bec<mies taxable. 
The movement by mere transffer of 
one item from a particular firm to a 
branch organisation  at a  difPerent
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place in a different State  does not 
amount to sale at all.

Shri M. C. Shah: It cannot.

Shri V. P. Nayar: The hon. Minis
ter bas clinched the issue.
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I submit that in the case of certain 
monopoly firms, the monopolies hav
ing been given either by the Govern
ment of India in respect of certam 
vital  commodities  like  sodium 
hydroxide and others or  the mono
polies having be«i acquired by virtue 
of their very long trade with very 
immense finance to back them, these 
All-India organisations having a net
work of distributing agencies in India 
wiU have a positive advantage over 

other̂ traders.

If a company A of Calcutta orders 
goods from the Imperial Chemicals at 
Bombay, than A will have to pay 1 per 
cent.  But a branch of the Imperial 
Chemicals functioning in Calcutta nê 
not purchase it but can have all its 
stocks transferred from Bombay head 
office to the Calcutta branch. In that 
case, the State is not entitled to get 
that one per cent., the result being 
that in the market of Calcutta the 
position of the Imperial Chemicals, 
with this advantage of 1 per cent., will 
be absolutely unassailable and difficult 
for the others to dislodge.

This is only one instance. As we all 
know—and you know much better— 
many of these big firms have branches 
at every important place.  Whenever 
you pass a law defining sale as what 
it is, you are throwing the door open 
to certain monopoly firms which, you 
will see, may not become liable under 
the expression which is found here for 
paying this duty which would come to 
the Central Government under the 
proposed impost.

Shri U. B*. Trivedi: Does the hon. 
Member want taxation at every place 
for every movement?

Shri V. P. Nayar: That is not at all 
my point. When you apply a tax law 
with a possibility or an avenue for

the escape of some persons with very 
big organisations in this country, that 
avenue should be closed. I have not 
applied my mind in greater detail to 
these problems but I wanted only to 
pose this, in which I have very serious 
misgivings,  knowing  as  I  do  and 
knowing as the hon. Minister also does 
the ways and means by which all 
I>ossible taxes are or can be evaded 
by certain firms.  I want the hon. 
Minister to give me an idea as to how 
this malpractice, if it is resorted to by 
certain firms who are in control of the 
distribution of certain very vital com
modities and in which there is bound 
to be an inter-State trade and trans
fers from one State to another, can 
be checked to the positive advantage 
of Government.

I want to focuss the attention of the 
hon. Minister and also this House to 
another matter also of very particular 
importance. As in the case of every 
other Act, here also you will find that 
the State of Jammu and Kashmir is 
exempted. I do not say that it should 
not be exempted. It must be.  But I 
submit that it is exempted by v̂tue 
of  certain  special  considerations 
peculiar to that State. I am submitting 
the  case  of  another  State  which 
deserves  very  special  consideration 
and which should be exempted; that 
is the State of Delhi. I have had dis
cussions with Delhi traders. You know 
that Delhi has developed in the course 
of a few hundred years in a very 
p̂ uliar manner.  Today Delhi is a 
very important trading centre in the 
north. Unfortunately,.......

Shri »L C. Shah: May I just inter
vene? We have already given notice 
of an  amendment and if  the hon. 
Member reads that notice he will see 
that the Central Government takes 
powers to exempt Union territories if 
they are satisfied etc.

Shri V. P. Nayar: I have just seen 
the amendment which was thrust into 
my hands as I was speaking.

Mr. Speaker:  The hon. Member is 
intelligently anticipating.
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Shri . . Nayar  I do not claim 
that. I  ant  the  hon.  Minister to 
ans er this because this amendment 
has been given. If the hon. Minister is 
able to give me an assurance

Shri M. C. Shah If the hon. Mem
ber reads that amendment roosed, 
he ill not tae some time.

Mr. Seaer All the same he can 
go on.

Shri . . Nayar I am submitting 
that if the hon. Minister is in a osi
tion to give me the assurance that 
Delhi ill be exemted, then, I have 
no case at all. I shall gladly resume 
my seat.

Shri ^ C. Shah There is no such 
assurance.  The Central Government 
has taen the o er...

Shri . . Nayar 1 ant this assur
ance by virtue of this amendment and 
anticiating that it ill be assed by 
. this ouse. I submit certain vie s for 
Government.

You no that Delhi is very ecu
liar, imhe ombay for hich Shri 
ansal has made out a case. That also 
reuires  very  close  examination. 
ombay, Calcutta and other imorting 
centres  have also to be  treated as 
secial cases. ut the case of Delhi is 
very much different from  that  of 
ombay or Calcutta. You no that 
this smaU city ith a oulation of 
22 lahs—as estimated in 1950—has 
20 lahs staying in the city. I as 
very much surrised to no that in 
this small city  7 lahs of eole 
deend only on trading enterrise.  I 
as reliably informed that the deen
dents of those ho have government 
and other jobs ill come only to about
5 lahs. That is the reason hy I say 
that tracing has come to stay as the 
bacbone of Delhis economy. If Delhi 
is not exemted, the bacbone of the 
economy of the State ill, certainly, 
be broen. I am seaing on the basis 
of certain information and the hon. 
Minister ill certainly agree that I 
have no axe to grind. In the case of 
Delhi, trade has develoed oing to 
historic reasons.  I submit it is not

only due to historic reasons. It has a 
very eculiar attern.  Delhi has no
hinterland of consumers. All the cloth 
merchants in Delhi, the grain mer
chants, the cycle merchants or the 
chemical merchants must necessarily 
deend for their  custom on eole 
ho come from the adjoining districts 
of U.., unjab and even u to ima
chal radesh.  The Delhi oulation 
cannot even consume one-tenth of the 
imorts into Delhi. I am informed that 
every month 65,000 bales of cloth come 
to Delhi, orth about Rs. 6 to 7 crores. 
Lie that, it is the distributing centre 
for cycles, for chemicals, foodgrainŝ 
etc. about hich my friend andit 
Thaur Das hargava as saying so> 
much. All these mae it incumbent on. 
Government to treat Delhi as a secial

Delhi is treated as a secial case for 
most  of  the  other  matters.  For 
examle, Delhi has no Mimicial Act 
of  its  o n. I  thin  the  unjab̂ 
Municialities  Act  is  extended  to* 
Delhi. Delhi has no rovincial Civil. 
Service cadre.  It is being borro ed 
from the U.. cadre or the unjab , 
cadre. It has no olice service of its 
o n; it is taen from the unjab 
olice. I do not disute that it should 
have secial treatment in all these 
matters. I only say that Delhi ith an. 
urban oulation of 20 lahs out of a 
total oulation of 22 lahs is entitled 
to very secial treatment by virtue of 
its secial osition. It should be com
letely exemted from the inter-State 
tax. Otherise, e ill be faced ith 
various difficulties. One er cent, in 
the case of the holesale trade is not 
a very little amount at alL I no 
that it is not fair to demand this 
because ultimately the rice for the 
consimier ill not vary. ut, here is 
a case in hich a city has develoed 
under very eculiar circumstances— 
being the seat of the Government of 
India—diu*ing a eriod of years, and 
in a eculiar manner.  That eculiar 
develo ment  does  certainly  mae 
Delhi have a claim for a secial treat
ment. If e thin of the other circum
stances hich might ossibly result 
from the extension of this Act, I ould
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-submit that let us have no illusions 
about this, that Delhi will have to 
face a very serious retrenchment of 
'Shop workers and shop assistants. The 
leading  merchants will have to pay 
«one per cent, extra and will thereby 
Jose the customers because they will 
Tio longer be in the competitive market 
in their trade with portions of UP., 
Punjab or Himachal Pradesh.  They 
will certainly have to make up this 
much loss by resorting to other means, 
and the inevitable evil which will 
result out of the levy of one per cent, 
will be that they will throw out a 
section of the shop employees. I* would 
very much like Shri Hadha Raman, 
who has the good fortune to represent 
Ihis place, to give more details and 
press the case of Delhi.  I am also 
certain that Shri Bansal, who has so 
many contacts, especially in the busi
ness  locality,  will  supplement  my 
argument and plead further the case 
of Delhi being exempted.

The cases of Calcutta and Bombay 
are also deserving of consideration-—
■ I do not dispute it—but certainly the 
State of Bombay or West Bengal is 
not so small, and there is a very large 
population in those States which can 
take away the goods. Maybe it is not 
the case with respect to the Bengal 
collieries or Bihar collieries, or again 
in the case of the import of heavy 
machinery it may be different.  But 
obviously both the States of West 
Bengal and Bombay do not stand in 
this respect in the same position as 
Delhi.  They  might  require  some 
êxemptions in  the case of  certain 
articles—I have not applied my mind 
to it yet—but the fact remains that, 
"they are placed in a more advanta
geous position because they have got 
ra huge hinterland and population to 
sell their wares to. That is not the 
case with Delhi. One lakh of pe<̂le 
are sî|̂osed to come to Delhi every 
day fei>urchase articles. I am asto- 
nisAied that this city can accommodate 
so many people.  The natural result 
will be that the hotel business will go 
down, eveii the pan shops will have 
no business, all other small trades

which subsist because of Delhi’s doth 
market, and Kirana market, will all 
be affected. •

I hope the Grovernment will give 
sympathetic consideration to the claim 
of Delhi for a complete exonption 
from this tax. I would -also request the 
hon. Minister, who says that he has 
now got ample power to make such 
exemption, to come out with a declara
tion that he will consider the case of 
Delhi as he has considered the exemp
tion of Jammu and Kashmir—of course 
on different grounds—so that Delhi 
will not at aU be troubled by the im
position of this new sales tax.

I  would  once  again  commend, 
having said all this, the motion of 
Pandit Thakur Das Bhargava because 
it has, in spite of the hon. Minster's 
explanation at first, shown to us that 
there are many important questions 
on which «mtroversies are bound to . 
occur, and the solution of which is 
better done by sitting in a Select 
Committee and ironing out the diffe
rent points of view.

Shri U. M. Trivedi: Today we have 
a strange £>icture of Shri V. P. Nayar 
coming out to support capitalism.

Shri V. F. Nayar: Why?  What is 
there? Traders are not all capitalists.

Shri U. M. Trivedi: Sometimes it is 
said that politics is a very strange 
thing, and strange things can come 
out of the mouths of politicians.

The Central Sales Tax Bill is not a 
very pious measure and not moved by 
pious considerations. It is out and out 
due to a desire on the part of the 
Government to raise further revenues, 
although a big preamble has been 
given “A Bill to formulate principles 
for determining when a sale or pur
chase  of  goods  takes  place.........**.
Then arguments have been given that 
because a judgment was given by the 
Supreme Court one way at one time 
and in another direction at another 
time, the Government was actuated by 
a desire to bring about a harmonious 
working of this proposition.
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All of us go to the market and know 
this irksome feeling that we get of 
the dealer selling us goods for Rs. 5 
and then on the top of the bill adding 
five annas. We want to pay him Rs. 5, 
but we have to pay through our nose 
the other five annas, or else we go 
out and do not purchase. I have yet to 
see the real meaning of this sales tax. 
It is a purchase tax in all its con
comitants with which we are very 
familiar. If it were a purchase tax, it 
would  have  been  something.  But 
although it is called a sales tax  and
is being tried  to be imposed on  the
seller and is collected from the seller, 
the sellers are merely made the agents 
of  the Government  to collect this 
revenue from the purchasers, and the 
purchasers have got to pay it through 
their nose. In other words, this  tax
does not in the least hit the rich per
sons, but it hits the poor man and he 
has got to pay it through his nose. 
Therefore, this tax  has become an 
obnoxious tax and nobody likes it. 
The merchants do not like it, perhaps 
for the reason that they have to keep 
their books of account very up-to-date 
and have chances of being caught 
either by the Sales Tax Departmoit 
or the Income-tax Department. But so 
far as the ordinary consumer is con
cerned, he certainly hates the idea of 
sales tax. If the desire of the Govern
ment  is  to  raise  more  and more 
revenue, as they try to do in every 
session, it is because they are obsessed 
with this idea of having Plans. It is 
just like a man who wants to get his 
son married, whether the bride is a 
lame one or blind one or a one*eyed 
one or any such thing, but there is 
marriage and therefore he has to spend 
the money.  Whether the Plans will 
ultimately result in any good to the 
country nobody knows.  We .want to 
raise money because  we  have the 
Plans; because we have Plans, we 
have to spend seioney; because we have 
to spend money, and money is not 
forthcoming, the people have to be 
taxed. In this vicious circle we go on 

.  taxing the people as much as we 
like—Rs.  16 crores from one side, 
Rs. 20 crores from another side, and

Rs. 25 crores from a third side. When 
we are confronted with this fact that 
people are not going to lend us money 
cheaper or the World Bank is not 
going to lend us money or we are not 
able to get money from U.S.A. as we 
expected, our own people must be 
sucked—is that the idea?

Two Bills have already been intro
duced and we will have that taration. 
Now this sales tax is an additional 
measure  for  taking  away  all  this

money.

Sir, you remember very well when̂ 
the Sales Tax (VaUdation)  ̂ was- 
passed, we thought at that time that 
we would be very honest just in the- 
sense that if our High Courts or* 
Supreme Court had come to a conclu
sion that a certain levy Iwd been. 
illegal or had not been a levy accord
ing to law—our Constitution provides 
that no tax shall be levied without the 
authority of law—then that levy was 
declared to be without the authority- 
of law.  The Sales Tax (Validation) 
Act has made that whatever we have 
swallowed, we have swallowed and 
we would not like to give it back.. 
That attitude indicated that the Gov
ernment’s only desire was to get as 
much money as possible.  To use the 
phrase which, I think, Shri Kamath is: 
very fond of using, by hook or crook, 
they must have money. If that is the* 
real  desire of the Government—tô 
raise money—it must apply its mind 
not to these pin-pricks and thus create 
more trouble for the people making 
them feel the pinch. It causes irrita
tion in the day-to-day affairs.

We have been very self-sufficient in 
salt.  If we like we can increase our 
production in salt and even export 
salt.  The sentiments of Gandhiji no 
longer come in our way so far as these 
questions  are ‘concerned.  I do not 
believe that his sentiments ever count 
at all with the present Govemm<̂t. 
When the decimal coinage was sought 
to be introduced and when that Bill 
came here, I read out to this House 
his sentiments on the decimal coinage.
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The  Minister  of  Revalue  and 
1>efeiice  Expendttue  (Shri  A.  C.
•Goha) :  There was  a  letter which
Gandhiji  wrote  later  on  and  that 
letter was also produced. His idea was 
ĥat till the national Government was 
established, it should be postponed.
That letter was also read out in the 
House-
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they were not to pay customs duties 
except when they entered some ports. 
That is why we readily agreed to 
accede to the Union of India and form 

a big State.
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Sliri U. M. Trivedi: I do not know 
whether that letter was read out in 
ihe House. If I remember aright, the 
hon. Minister refused to read out the 
article written by Shri Mashruwala 
wherein all the argumeits were given.
It was published in  the Harijari of 
February 1946. There was only a pro- 
ŝo in the second letter and it is not 
ŝ if he was agreeable to the proposal 
of having the decimal coinage in the 
jcountry. Anyway, what I meant to say 
was that the sentiments of Mahatma 
Gandhi Vere not very much upper- 
jnost in the minds of the Government. 
The  Government  wants  more  and 
jnore money. The salt tax, if it can 
he levied, even on an ordinary calcu
lation, with the least amount of irk- 
.someness, can bring Rs. 26 crores. But, 
4hat is not being done. We had the 
Estate Duty BiU and we have thought 
that crores will pour forth; but un
fortunately it has not. It happens to 
be so with this tax. It causes so much 
irritation. The Taxation Enquiry Com
mission perhaps has foimd that the 
people can be fleeced because there is 
some blood still left in them.
Tbose of us who were living in the 

jiative States have had some experi- 
vcnce of the customs. Even if you were 
 ̂go just ten miles, if you were to 
cross from one territory into another, 
you have to open your goods and the 
customs will inspect. In another State, 
you have again  to  pay those taxes 
because the customs duties will be 
-there also.  That irritation was the 
neatest goading factor and  it  was 
»only on account of that irritation that 
people felt that there must be homo
geneity.  They wanted the Union of 
lndi%  The  people  of  the  States 
clamoured  that  somehow  or  other 
these territories should go.  We felt 
that the people living in British India 
■were not obsessed with these things;

What do we find now? The proposals 
of the Taxation Enquiry Commission 
are there. Every litUe panchayat levies 
octroi duties; each little mxmicipality 
is doing the same thing.  We cannot 
travel by the railways all along.  We 
have to travel by the bus when we 
want to go to the interior parts which 
are not accessible by the railways. At 
every little station, the octroi man 
comes and sees whether there are 
taxable  goods.  If you  are  simply 
passing through that territory, you 
have to deposit the money and make 
a declaration and he gives a receipt for 
the money.  You have to go to the 
border and then have to send some
body to go to the other end of the 
town and get the money back. These 
are aU irksome things and these must

go.

On top of all these things, comes 
this sales tax. The value of the com
modities go up and up. Somehow the 
American method  of sales is now 
being introduced in the coimtry and 
fictitious  figures  are  put  down  as 
prices.  I  know  these things  from 
certain traders and big merchants ̂ d 
dealers in motor accessories. The prices 
are marked by more than one himdred 
per  cent,  or  sometimes  by  two 
hundred per cent.  There is all the 
huge profit.  But, the tax is on the 
value of the goods as sold. Something 
worth only Rs. 50 ultimately passes 
on for Rs.  175, and that only on 
account of this process of taxation- 
There axe these customs duties, octroi 
duties, sales tax. Then, the merchant 
includes  even  his  income-tax.  He 
calculates all these things and includes 
them all there. The ultimate result is 
that the consumer has to pay heavily 
for what he buys.

This law is going to affect all and 
sundry in the country.  Nobody is
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;gomg to escape. There is an amend
ment for the grant of certain exemp
tions which reads:

"'Notwithstanding anjrthing, con
tained in this Section, the Central 
Government may, if it is satisfied 
that it is necessary so to do in the 
public interest, by Notification in 
the Ofiicial Gazette, direct that in 
respect of such goods or classes of 
goods as may be mentioned in the 
notification, no tax under this Act 
shall be payable by any dealer 
having his place of business in 
ar̂ Union territory in respect of 
the sale.........”

I do not know whether article 14 
will come to the rescue of the other 
citizens of India.  This exemption is 
being granted to the citizens of the 
Union territories. I see absolutely no 
reason why Delhi should have this 
advantage while people in Bombay, 
Madras or Calcutta do not have it. 
There are so many cities which were 
lormerly Union territories and they 
were  formerly  governed  by  the 
Central  Government.  They  may 
clamour to give this equal protection 
to them. For instance, we have Ajmer. 
It was always Centrally administered 
but today it is not; it has gone into 
Rajasthan. It will claim similar treat
ment as is given to Delhi. I see that 
the Communists having their chief 
desire  for  self-advertisement  are 
agreeing  in  keeping  these  areas 
exempt.  There should not be any 
•exemption whatsoever in any place.

The Bill is of a far-reaching charac
ter and so it is desirable that it should 
be studied thread-bare in  a  Select 
Committee. Although I support Pandit 
Thakur Das Bhargava*s amendment 
strongly, I would desire, instead of 
having a Joint Committee, that we 
should have a Select Committee of this 
House.  After so many Joint Com
mittees, it has been my experience— 
without making any detrimental re
marks to the Members of the other 
House—̂that in the Joint Committees, 
these gentlemen are generally absent. 
So, I would like that we should have

Select Committees of Members of only 
this House. This is a money Bill and 
it must come to us and it is we who 
should decide whether taxes should 
be levied or not. I say, ther̂ore, that 
a Select Committee consisting only of 
Members of Lok Sabha, must be con
stituted  for  the  piupose  of ̂ going 
through this Bill. Most of the‘provi
sions require a good deal of considera
tion.

Now, the definition of the word *sale* 
has been given in clause 3 of this Bill. 
Clause 3 sajrs:

“A sale or purchase of goods 
shall be deemed to take place in 
the course of inter-State trade or 
commerce if the sale or purchase—

(a) occasions the movement of 
goods from one State to another; 
or

(b) is effected by a transfer of 
documents of title to tiie goods 
during their movement from one

'  State to another.” ’

“Sale” is all right, but then the 
whole  difficulty  is  created  by the 
definition of “place of business” in the 
definition clause.  “Place of business*

“(i) in the case of a sale of good 
in the course of inter-State trade 
or commerce falling within clause 
(a) of section 3, the place from 
which the goods have been moved 
by reason of such sale;”

Now, by reason of such sale or by 
reason of having entered into a OOA- 
tract, the commodity may move, and 
yet, the commodity will have to be 
paid for only when it reaches the 
destination, and when it reaches the 
destination the sale may fall through 
and the man may not take it. Yet, the 
poor man will be mulcted in taxation. 
Therefore,  while defining ‘sale* we 
must put in “completion of an agreê 
ment” or a “completion of the sale”. 
The place of business must be that 
place where the actual pajnnent for 
the sale of the goods takes place and
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not the place from which the move
ment starts. Therefore, I would sug
gest that the Government should take 
note  of  this  position,  namely,  the 
definition in clause 3 read with the 
definition of “Place of business” is not 
a wholesome definition of the word 
•‘sale”* .

I have not fully understood the 
implication of clause 3(b). Clause 3(b) 
says as follows;

“(b) is effected by a transfer of 
documents of title to the goods 
during their movement from one 
State to another.”

I  do not see what is the underlying 
idea about this. I do not know whether 
the hon. Finance Minister will take 
the trouble of explaining what he 
means to suggest by saying that the 
sale “is affected by a transfer of docu
ments of title to the goods during 
their movement from one Sl||te to an
other”, Supposing, some goods travel 
from one State to another and through 
five intervening States, supposing the _ 
goods pass through one State at â 
particular stage and at̂ a particular 
place, and the transfer of document is 
d̂e, where is the sale said to take 
place?  The sale might have taken 
place in one of the intervening States, 
say,  in  Vindhya  Pradesh,  through 
which the things were passing or in 
Madhya Pradesh if goods were passing 
through  Madhya  Pradesh  or Uttar 
Pradesh or through Bihar or in Bengal 
or at Calcutta—where the goods ulti
mately reach.

Shri M, C. Shah: The sales-tax will 
have to be paid by that person who 
has sold the goods and has sent those 
goods by train or by carrier.

Shri U. M. Trivedi: That is not my 
point.  My point is, the tax may be 
collected only where there is an inter
state sales. The tax is paid only to 
those States where the sales take place. 
Therefore, this is a very important 
point to decide. It must be made very 
clear. It must be decided clearly as to 
where the sales actually takes place 
and wherefrom the sale takes place. 
As it is, it is just like the Estate Duty

business, which is doing a good deal 
of harm to Rajasthan. The Marwaris 
belonging  to  Bikaner,  Jaipur  and 
Jodhpur go and die in Calcutta, and 
the coffers' of Bengal are filled at the 
cost oi Bikaner and Jodhpur and Jai
pur. Therefore, I should say that in 
this case also, the sale may fill the- 
coffers of those States where actually 
the sale does not take place and not of 
those States where actually the sale- 
has taken place. So, the definition of 
these words must be of such a nature 
as not to be vague, so that things may 
not be allowed to escape to the detri
ment of the States concerned.  The 
definition as given in clause 3(b) will 
allow things to escape.
As an example, I may quote one 
thing.  Satna  is  now  in  Madhya 
Pradesh, and goods travelling from 
Rajasthan have to pass through Satna. 
If the documents relating to the goods 
are handed over there, at Satna, the 
sales are deemed to have taken place 
at Satna. Therefore, something definite- 
must be put down. These are matters 
which may be again discussed when 
we come to the clause-by-clause con
sideration of the Bill. But my conten
tion in this House now is that this 
measure  being  a  very  important 
measure, which is going to affect the 
lives of thousands and thousands of 
merchants and the lives of all of us, 
it deserves to be put before the Select 
Committee where proper consideration 
can be given to it.  I support the 
motion moved by Pandit Thakur Das 
Bhargava.
Sliri Bawal (Jhajjar-Rewari): After 

listening to the speeches made by my 
friends Pandit Thakur Das Bhargavâ 
Shri V. P.- Nayar and Shri U. M. 
Trivedi, I think I should say that the 
Bill does show an improvement over 
the  existing  situation,  that  is  the 
situation as it existed before the latest 
judgement of the Supreme Court.  At 
the time when we were discussing the 
Constitution (Sixth) Amendment Bill,
I had stated on the floor of this House 
that the amendment of the Constitu
tion was a retrograde step.  In my 
opinion, it was retrogradê becausê 
firstly, the Grovemment were taking;



powers to levy sales-tax on inter
state transactions which was prohibit- 
tid under the Constitution. It was also 
retrograde from the point of view that 
Government  were  depriving  them
selves of the authority which they had 
under the then Constitution, to place 
certain restrictions on the powers of 
the State Governments to levy sales- 
tax on certain items essential to the 
life of the community. At that time, 
you were good enough to intervene 
and expl2un to the House that it was 
not necessarily so and that under the 
amended provisions of the Constitu
tion, the Government of India were 
retaining to themselves the power of 
regulating or restricting the powers of 
the State Governments from levying 
.sales-tax on certoin items. The differ
ence  between  the  two,  namely, 
between the items essential to the com
munity  and the items  which were 
important from the point of view of 
inter-State trade, which I wanted to 
draw then was somehow thought to 
be an unnecessary hair-splitting.  But, 
when I see this Bill, I am convinced 
tnat Government and this House in 
amending the Constitution, did not do 
tt wise thing. Although I cannot go' to 
The entire length to which Pandit 
Thakur Das Bhargava has gone, I do 
teel that there must be some power 
nested with the Government of India, 
so thai they can exercise a restraining 
influence over the tendency of the 
State Governments to impose sales-tax 
on all and sundry items to any extent 
they desire.

'fhe first obiect of this Bill which 
we are discussing is to have some sort 
of uniformity of tax on the sale of 
commodities  which  pass  from  one 
State to another State, that is, tax on 
iales which involve inter-State trans
actions.  The present position is that 
there is no sales-tax on inter-State 
sales  or  purchases,  but,  after  the 
amendment of the Constitution, the 
Government of India are armed with 
the power to define what will be an 
mter-State transaction  and also to 
prescribe what will be the rates of 
sales-tax on such transactions.  The 
Bill provides that as regards the trans- 
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actions  between  registered  dealers, 
there would be a uniform levy of one 
per cent. It also provides that in tjie 
case of those items which are of 
special importance, the State Govern
ments can impose a sales-tax of two 
r̂ cent, and not more.

Now  what  is  troubling  me  is 
whether this 1 per cent, will be over 
and above that 2 per cent, or whether
2 per cent, will be levied or not levied 
where 1 per cent, is levied.  I am 
making this point because, the Taxa
tion Enquiry Commission  was quite 
emphatic on this point.  They have 
suggested that there should be no pur
chase tax by the State on the specified 
goods on which the control  on 
inter-State trade  has already been 
levied at the rate of one quarter anna 
in the rupee. In the Bill it is 1 per 
cent now.  I am quoting from the * 
report of the Commission:

“For the goods specified as of 
special importance in inter-State 
trade as distinguished from all 
other goods which figure in inter
state trade, the point of levy of 
tax will be only one; that is, the 
point at which such goods, raw 
materials etc. are taxed by the 
State in which they are produced.
As we proceed to mention below, 
it will be a condition in respect of 
such goods that no other sales tax 
shall  levied on them either by 
the exporting State or by the 
importing State.”

The clear meaning of this is that the 
State will be able to charge this tax 
which is now not more than 2 per 
cent, or 1 per -cent., which is the tax 
on inter-State transactions. On going 
through the Bill, I find that the only 
provision which deals with this is 
clause 15. I will read it:

“Notwithstanding anjmung con
tained in the sales tax law of any 
State, the tax payable by an̂ 
dealer under that law in respect 
of  any  sales  or  purchases  of 
declared goods made by him inside 
the State shaU not exceed 2 per 
cent, of the sale price thereof, and
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such tax shall not be levied at 
more than one stage in a State.’*
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The difference is, while the Taxa> 
tion Enquiry Commission has said that 
the same commodity will not be taxed 
twice if it forms part of an inter
state transaction, the Bill which  we 
have before us says that although 2 
per cent, tax has been paid,  it will 
also be subject to 1 per cent., which 
will be the inter-State sales tax.

Suppose oae of these categorised 
items is imported in a particular State. 
It has paid a tax of not more than
2 per cent, in the original State; it 
has also paid 1 i>er cent. inter-State 
sales tax.  Supposing one wholesale 
registered dealer imports it in another 
State and that  wholesale  registered 
dealer sells it again to another retailer, 
at that point also 2 per cent, will be 
charged.

Shri BL C. Shah: No.

Shri T. T. Krishnamaehari: Clause 
15 is complete; let him read it once 
again. The limitation on tax on a com
modity is **at one stage in a State’*. 
It does not mean **at one stage in the 
whole country’*. I think the interpre
tation of the hon. Member is correct. 
I do not find any point in labouring 
on the interpretation; it is fairly self- 
evident.

Shri IL C. Sodhia: Will it not be 5 
per cent, when it changes hands in 
two States?

Shri T. T. Krishnamaehari; That is 
an arithmetical progression which I 
am not in a position to follow at the 
moment. I am only confining myself 
to the hon. Member Shri Bansal’s 
point, namely, on specified goods, the 
tax shall be not more than 2 per cent, 
leviable at only one stage within the 
State. Once it leaves that State and 
goes to another State, the wording of 
clause 15 will not cover except it be 
that the tax of 1 or 2 per cent, shall 
be leviable at only one stage within 
the second State and so on. It is not 
possible to identify an article which 
moves from one State to another and

say that it has paid a tax here and 
so it cannot pay a tax there. It can 
only be done with regard to one trans
action in one State.

Shri Bansal:  I  am grateful to the 
hon. Minister for clarifsring the posi
tion. What I was trying to point out 
was that this Bill is a complete depar
ture from the recommendations of the 
Taxation Enquiry Commission.

Shri T. T. Krishnamaehari: I would 
again like to interrupt my hon. friend. 
The Taxation Enquiry Commission has 
not given any method by which we 
can identify the goods all along the 
line. So long as the goods cannot be 
identified all along the line, it ends 
with the last sale in a particular State 
and then goes on to another State. It 
might perhaps change form and shape 
and be subject to taxation in other 
States. The Taxation Enquiry Commis
sion certainly has not projected its 
mind to the extent the hon. Member 
now visualises.

Shri Bansal: I do not know whether 
what the hon. Minister has said is 
correct, because the Taxation Enquiry 
Commission did» go into the whole 
problem in great detail and came to 
the conclusions which I have just read 
out

I am only trying to say that this 
Bill is in no way based on the recom
mendations of the Taxation Enquiry 
Commission. All that it does is that it 
asks the State Governments not to 
levy more than 2 per cent, on certain 
commodities  which  are  important 
from the  point of  view  of  the 
country*s trade.  Secondly,  it  sajrs 
that on all inter-State sales transac
tions, there will  be a tax of 1 per 
cent.

As I said in the beginning, this is an 
improvement over the chaotic situa
tion which prevailed in the country 
before we amended the Constitution 
in the wake of the Supreme Court’s 
judgment in the Bengal Immunity Case 
in September, 1955. But even then, I 
do think that I could embrace this Bill 
with both my hands and say, “Ah! 
Here it is; we have come to the end of
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our troubles. Here is the Sales Tax 
Bill of the Government o£ India which 
puts an end to all the troubles with 
which the country was faced ever 
since sales tax came to be imposed in 
the various States of the country**.

My suggestion ivould be that some 
ways should be found, so that on the 
same commodity in inter-State taxa
tions tax is not levied more than once. 
In fact, I am surprised that the hon. 
Minister says that the wording of this 
clause 15 is absolutely clear. What I 
gathered from the interjection of the 
hon. Minister in charge of the Bill 
was, that what I was saying was per
haps not correct. But the hon. Minister 
said that  what I said was  correct. 
Leaving that apart, my suggestion is 
that some ways should be found by 
which on those commodities which are 
supposed to be important from one 
point of  view or the other,  there 
should not be more than 2 per cent, 
tax at any stage. That is to say, if 
they have paid 2 per cent, tax in a 
particular State, there should not be 
an additional tax of 1 per cent, when 
they are exported to another State; 
and further, they should not be sub
jected to another 2 per cent, tax when 
they are being sold in the importing 
State. It is not for me to say how that 
can be worked out  It is for the 
Finance Ministry to do it, because I 
am sure the Taxation Enquiry Com
mission did go into this question very 
carefully  with  the  officers  of  the 
Ministry and I think they were not 
talking  nonsense  when  they  were 
making that suggestion.

I also agree with Pandit Thakur 
Das Bhargava that in this list of six 
or seven commodities, certain other 
items ought to have been definitely 
added. I won’t say straightaway what 
commodities  ought  to  have  been 
added. But, at least there is a good 
case for adding certain items which 
are essential to the life of the com
munity.  As I said, when this Con
stitution was being amended, some 
sort of an indication of that was given

by tiie hon. Finance Minister and he 
said that by making this amendment, 
we are not depriving ourselves of the 
power of doing that  I think the 
Minister  should  make  a  statement 
that il̂and when it is thought neces
sary, he will add to this list such com
modities which are supposed to be 
essential to the life of the community 
and on which the State Governments, 
for some reason or other, are levy
ing very high sales tax.

I was disappointed by the omission 
of one particular item from this Bill. 
Apart from this cifficulty of inter
state sales tax, there is another which 
certain  States feel and that is in 
regard to the differing rates of sales 
tax.  Recently, I had the honour of 
attending a State Sales Tax Confer
ence where I was told that on a parti
cular commodity, the sales tax in the 
border State was two pies while in 
the State where the Conference was 
being held, it was one anna, with the 
result that smuggling was going on 
unabated.  The dealers were saying 
with one voice that the smuggling is 
not done by the dealers, but by the 
people who think that it is a profit
able business to just smuggle some
thing across the border and sell it in 
the State. My suggestion to stop this 
kind of thing is that there should be 
an Inter-State Sales Tax Commission, 
which should sit down, examine the 
difficulties which the sales tax legis
lations of the various States are caus
ing to the traders and to the economy 
of the country and find out ways and 
means of ironing out those difficulties.
I think such Commissions exist in 
other countries which have a pattern 
like that of our own. It would be a 
good thing if this is done. Even now 
I hope that the Finance Minister will 
consider the advisability of institut
ing some such machinery which could 
meet once in six months or so, go into 
all the sales tax legislations of the 
various States and try to streamline 
the types of difficulties which may 
arise, one of which I have pointed out

There is another point which has a 
bearing on the Sales Tax Bill and that
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is the question of amalgamating excise 
duties  witii  sales  tax  as  regards 
certain items. We heard quite a lot of 
this about two years bade and it was 
being said freely that at leasts res
pect of certain commodities, this idea 
is being considered and it is receiving 
the attention of the Government of 
India, who were in correspondence 
with the State Governments concern
ed. I think if this policy is adopted, 
and sales tax and excise duties are 
amalgamated and the excise duty is 
lê ed at the point of production* quite 
a number of difficulties which are 
being experienced will not be there 
and I also think that tiie revenues 
will certainly be more than what the 
various State Grovemments are receiv
ing nowadays  from  sales tax,  be 
cause, it cannot be denied that there 
are a large number of loopholes and 
the State Governments are not get
ting all that they should by way of 
sales tax-

The case of States like Delhi has 
been dealt with veiy exhaustively by 
my friend Shri V. P. Nayar.  The 
figures which I have in my possession 
have already been handed over to the 
Finance Minister as to the value of 
imports in the city of Delhi and how 
much is again exported. I think there 
are items which are exported to an 
extent of even 80 per cent, or more 
after they have been imported from 
the manufacturing centres.  If that 
should be the situation, it is quite 
obvious that the trade and the posi
tion of Delhi will suffer greatjy, if the 
dealers have to pay again one per 
cent, on the items which they have 
imported from certain other States 
while they export them out of Delhi. 
Delhi is a marketing centre for almost 
the whole of North India. There are 
other cities also which are in a similar 
position. But I think Delhi somehow 
occupies a unique position in that 
regard.  I have seen tĥ amendment 
which the hon. Minister has tabled to 
clause 8. I do think that it goes to a 
certain extent to meet the demand of 
the  people  of  Delhi.  But, merely 
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rate of tax on such items as the Gov
ernment of India, after examination 
may find desirable, may not  satisfy 
the traders in Delhi for the time being 
in their highly agitated mood. I think 
it will act as a great salve if the 
Minister also made an announcement 
to the effect that this proviso will not 
remain merely a by-word, but will be 
actually givien effect to so that at least 
the eminent position of Delhi as  a 
distribution centre for the whole of 
North India will be adequately safe
guarded. I am sure this assurance will 
be forthcoming from the hon. Minis
ter and the tears of the people of 
Delhi that their entire trade will be 
ruined will not prove justified.
In the end, I will say that no harm 

will be done if the Bill is referred to 
a Select Committee as my hon. friend 
Pandit  Thakur  Das  Bhargava  has 
moved, because, in the Select Com
mittee we would be able to thrash 
out the various ticklish provisions on 
which,  as  you  have  already  seen, 
there is even difference of opinion 
between the two Ministers as to their 
implications.
Shri M. C. Shah: I am sorry, I made 

a mistake.
Shri Bansal: I am sure the House 

will agree to the motion of Pandit 
Thakur Das Bhargava to refer the 
Bill to a Select Committee.

TWT Tl̂ :

 ̂ qr ,
OT % TO qR

 ̂3TT ̂  t ^
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 ̂ ^   ̂ 5RITT
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(ŵf̂RF)  ĉfl  ̂I
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"1̂  ̂  ̂ «l<iî  I A ?PT̂  5RTW

 ̂?̂ T ^ 61 J <   ̂̂  ?tr WT̂

 ̂ ) +̂d̂i  ̂f̂  ̂

r<’W  44d   ̂"3̂  ̂ <̂sl̂

^ grr<T̂?»dr | ^  ̂

 ̂̂   ^  ̂’̂'«fl

% ^

^  I I   ̂k^ ̂  ̂  fmt 

I  T̂PCT "wn:  Wl% <R

t ̂ Tsm I I ̂  mu ̂  r̂*rn: ̂  

 ̂̂  ̂TfHT I ̂   ?ft ̂

I  'cfti  *fHC ̂rf̂ *f̂  i 

 ̂  ̂  ̂  A ?r# ̂»T5Tr
5 f

 ̂1%  ^  ̂

 ̂f̂3TT̂  ̂ r̂f I  ^ TT̂ 
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I, f̂tr fftPTT %  T̂BT  ̂  ^

SR»R %  ̂ wm 5n% f

n̂|f  ̂ ?nnzr  ̂ t,  ^

r̂  2̂ 5[ftf t ftr̂ft

SR»R  ̂ 5̂?it| ̂  ?irT% 5T 

ssftr ftPT  ̂^ WTFft  ̂ ̂ ̂ I ^  

 ̂^  ̂^ ftr ^

 ̂?m  ̂  SFT Tfnr 3̂3r # in̂ft 

WT̂ WT ̂    ̂ TO 5RT

I ̂ x t̂ rwT  ̂ ttr)

% ftmfor  ̂ t̂m 3̂3R fiT I I 

g ^

 ̂ ?ftr ^
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Sliri K. C. Sodhia: This question of 
Inter-State sales tax has been agita
ting our trading community for the 
last six or seven  years  and  they 
were eagerly looking for some Central 
legislation  so that their  difficulties
might  be  minimised in this matter. 
At last this Bill has ceme b̂ ore us.

I have studied the Bill.  I have also 
studied the report of the Law Com
mission that was circulated to us and 
the relevant portions of the Taxation 
Enquiry Conunission's report bearing 
on the subject.  I find that the diffi
culty which our traders experience on 
account  of  rendering  accounts  to 
different State Governments has been 
removed by this Bill.  Now, they will 
have to pay an inter-State tax of one 
per cent when the goods are moved 
from one State to another.

Looking to the report  of the Law 
Commission I find that there is dis
agreement on what constitutes a sale 
and whether movement is necessary 
from one State to another.  And from 
the speech that my friend  on the 
opposite side gave, I  also feel  that



those interests which have got a coun
try-wide  organisation  to distribute 
things will  be  in  an advantageous 
position, they will be in a better posi
tion vis-a-vis the smaller  traders. 
Therefore, on that account we want to 
interchange ideas with  the Minister 
and for this reason I should be glad 
if the Bill went to the Select Com
mittee.

lS59 Central Sales tax
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Then, looking to the various provi
sions of the Bill, especially clause 15 
and the whole of Chapter II which 
deals with  the principles  of inter
state sales tax, there is not that clari
fy which will give satisfaction to us 
and which will help, us to come  to 
definite conclusions.  We  want that 
especially the  clauses in Chapter II 
and certain clauses in the Chapter 
dealing with goods of special' import
ance in inter-state trade and  com
merce should  be discussed with  the 
Minister and our doubts removed.

As regards  the inclusion of food- 
grains and certain other articles  in 
the list of these declared goods, I do 
not think any good is likely to come 
out of it, because, as clause 15  has 
been  interpreted  by  the  Minister, 
besides an inter-State sales tax of one 
per cent being payable to the Central 
Government, the  various State Gov
ernments can, even on these goods of 
special importance, levy two per cent 
sales tax.  So, when foodgrains  go 
from Madhya Pradesh to Bengal, for 
instance, the Madhya Pradesh  Gov
ernment can charge two per cent  as 
sales-tax; then, one per cent will  be 
payable as inter-State sales  tax  to 
the Central Government,  and  then 
two per cent sales tax will be levied 
by the Bengal Government, and  al
together it will come to five per cent. 
I think no State Government  would 
dare to levy five per cent in all  as 
sales-tax on foodgrains.  Therefore, to 
include  foodgrains  in this  category 
will not do much good to the consimi- 
ing people.  So, I am not much  in 
favour of adding foodgrains or any 
other articles to the list that has been
giVWL
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But I would like to bring to  the 
notice of the Minister one very im
portant thing.  The object with which 
the words ‘of special in̂ rtance’ have 
been put down is to see that commerce 
and industry flourish in the country, 
and goods manufactured out of the 
articles specified in the list are sold 
at prices which do not vary  much 
from one end of the country to  the 
other.  While, with that  object in 
view, the rate of sales tax allowed to 
the State Governments has been put 
down at two per cent, yet I feel sure 
ât that object of the Minister wiU 
be defeated.

I have, therefore, given notice of an 
amendment wherein I have proposed 
that only one per cent of sales tax 
on these specified  goods should  be 
allowed to be cdiarged by the State 
Governments.  That would bring it to 
 ̂ order of three or four per cent. 
And even if one or two States ex
change goods,  we shall  be  d(wg 
justice to the object in view.  Eves 
the Taxation  Enquiry  Commission 
have said that the rate of inter-State 
sales tax -and the sales-tax allowed to 
the State Government on these speci
fied goods should be at the same level, 
or in other words,  they should  be 
equal.  That  has been  specifically 
stated by the Taxation Enquiry Com- 
mîion.  So, I see no justification on 
the part of Government to vary the 
rate of taxation as recommended by 
that commission.

In this connection, I would alsa like 
to bring to the notice of the MinigtAr 
the proposal of that comniissibn for 
the establishment of a Central body to 
look into the various sales tax rates 
prevailing in defferent States and to 
give advice to the Central and State 
Governments regarding the rates  so 
that there  may not  be any  great 
diversity between the rates applying 
in the different States,  I do not see 
why Government should not set up 
such a body simultaneously with the 
passing of this Bill,

I, therefore, support the amendment 
moved  by  Pandit  Thakur  Das 
Bhargava  that this BiU  should  be 
referred to a Select Committee,  so
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that the matter may  be gone  into 
threadbare, and we may also have our 
minds quite clear on this  question. 
If that is done, then we shall be able 
to convince our trader friends, when 
we go  to  our  constituencies  from 
Parliament, that, by this measure, we 
have obviated their difficulties to  a 
certain extent.

Pandit C. N. Malviya  (Raisen):  I 
rise to support this Bill.  Although I 
appreciate the importance of sending 
this Bill to a Select Committee, yet 
after hearing the speech of the  hon. 
Mover, I do not think that any useful 
purpose will be served by doing so, 
because the reasons that have been 
given do not warrant its being sent to 
a Select Committee.  The Mover has 
stressed that if the Bill is sent to  a 
Select Committee it will thrash  out 
the whole matter and the list that 
has been given in clause 14 may be in
creased, and the essential goods may 
be included in the list.  If there are 
other sugĝtions which have been put 
in by waŷof amendments, then those 
amendments  are before  the  House 
now.  Considering that fact that  this 
Bill has been  brought  forward  in 
pursuance of the recommendation of 
the Taxation Enquiry Commission, and 
considering  the importance  of  the 
amendments that have been tabled, I 
would say that these amendments are 
not such as to Warrant this Bill being 
referred to a Select Committee; they 
can be considered in the House itself, 
when the clauses are taken up.

There is  a  presumption that the 
absence of the inclusion of essential 
goods in clause 14 would mean  that 
they will not be exempt from sales 
tax.  I do not think that is correct, 
because this Bill has been brought for
ward to meet  a  judgment  of  the 
Supreme Court and to implement the 
recommendations of the Taxation En
quiry  Commission.  After the judg
ment, the position has been that no 
sales tax can be imposed on inter
state trade and commerce.

My. hon. friends Shri U. M. Trivedi 
and Shri Bansal have opposed  this 
Bill in spirit.  Shri U M. Trivedi has

said that Government are just collect
ing money by hook and crook.  I  do 
not agree  with him.  I agree  that 
Government want to  collect money, 
but they have got certain objectives 
before  them.  I  think  Shri  U. M. 
Trivedi does not believe in socialism. 
I do not think Shri Bansal  too per
sonally believes in socialism, although 
by discipline he may. I  am at a loss 
to understand why every time a new 
taxation proposal is brought forward 
by Government it is opposed by Shri 
U. M. Trivedi.  I have not seen  him 
supporting a taxation proposal even 
once. It is true that nobody is pleased 
to pay any taxation, and yet it is very 
easy to play on the sentiments of the 
people.  After all, this House consists 
of the representatives  of the people. 
The State Governments consist of the 
representatives of the people.  They 
also take into consideration the senti
ments of people.  It is easy to play on 
the sentiments of people, but it is not 
the  characteristic  of  leadership. 
Leadership is -no leadership if it  is 
at the tail; leadership  is leadership 
when it leads the people to certain 
objectives.  Do my hon. friends who 
have opposed the Bill or who have a 
general tendency to oppose any pro
posal for taxation mean to say that 
no taxation should be levied?  What 
should be the principle of taxation? 
Whenever there is an annoimcement 
in this  connection by  the Finance 
Minister, they say it will have a very 
bad effect.  If it is a question of sales 
tax, they say no, there should not be 
any sales tax’.
In this way, I think they are sup

porting  the  cause  of  anarchists. 
Anarchy is mobocracy where  every
body is free to do anything.  Do th*»v 
mean to say that there should not hf* 
any sales tax?  Sales tax has becomf» 
necessary now in view of the deve
lopmental needs of our economy. It is 
now more than 20 years since it w»is 
started and people have, more or iw*! 
become accustomed to pay sales tar 
So are the traders. After the experi
ence of 15 to 20 years, there  was a 
problem  and  this  Bill  have  beer 
brought forward to meet that pror»- 
lem .
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Shri U. M. Trivedi has pointed  out 
the lacunae in the definition of 'sales 
tax’ I do not want to take the time 
of the House; I will only refer to  a 
passage in the Report of the Taxation 
Inquiry Commission, vol. II, pages 9 
and 10, where it has been shown that 
the definitions given  in the various 
State Sales Tax  Acts have been  so 
different that sometimes  some com
modities may not be included in the 
Sales Tax Acts:  *

“The actual meaning  attached 
to the word ‘sale* in the Acts of 
different States may now be illus
trated.  In Madras, Mysore, Tra- 
vancore-Cochin and  Hyderabad, 
sale means transfer of property in 
the course of trade  or  business. 
By implication, all other sales arc 
excluded. Casual sales by indivi
duals, sales of food by  hostels 
attached  to educational  institu
tions, sales of old furniture, for 
example, by firms not dealing in 
furniture, and so on are, there
fore, not liable for the tax in these 
States.  The States of Bengal and 
Delhi define sale as transfer  of 
property in goods for money con
sideration, which accordingly ex
cludes transfers  for other consi
deration like exchange or barter. 
According to the Acts of certain 
States, the sale is deemed to have 
taken place in the territory of the 
State, if at the time when the con
tract  of sale  or  purchase  was 
made, the goods were actually in 
those  States.  In certain  States, 
the transfer of property in goods 
supplied in the execution of  a 
contract  is also included in the 
definition of sale”.

Shri U. M. Trivedi must have gone 
through  the  Law  Commission’s 
Report, and the Note of Dissent  by 
Shri N. C. Sen, which has been cir
culated to all hon. Members. Shri Sen 
has given his reasons for the discre
pancies in the definitions of sale and 
also in determining the locus standi 
of  sale.  Therefore,  when  we  go 
through the definition of ‘sale* in this 
Bill, all these objections have  been

met and it  has been  made motm 
comprehensive.  In clause 3, the argu
ments given by Shri N. C. Sen have 
been met by laying down a compre
hensive principle—I do not want  to 
read the whole paragraph from the 
Note of Dissent of Shri N. C. Sen to 
the Report of the Law Commission.

Then I would like to make certain 
observations which, I hope, the  hon. 
Minister will take into consideration. 
I am sorry I shall not be here to move 
my  amendments.  Therefore,  I will 
just put my views before Government 
so that if they think them to be pro
per, they may adopt them.  Clause 16 
reads:

“The Essential Goods (Declara
tion and  Regulation  of Tax on 
Sale or Purchase) Act, 1952,  is 
hereby repealed”.

15-37 hrs.

[Mr.  Deputy-Speaker  in the Chair.]

This repeal does not mean that State 
Governments are not empowered  to 
exempt essential goods.  So  far  as 
this Bill is concerned, the list given 
here is supported by the Taxation In
quiry Commission.  In the Report of 
the Taxation  Inquiry  Commission, 
Vol. II, paragraph 22(6), it is said:

“Subject to the limitations :
tioned  below, the States should 
have full powers to tax sales or 
purchases  of  goods,  including 
goods  declared  at  present  as 
essential for the life of the com
munity under Article 286(3).  In 
regard to the levy of a tax by the 
States on sales or purchases of 
‘specified goods’, the Central Gov
ernment should  take power  to 
impose  conditions  subject  to 
which the States can  levy  the 
tax.  These conditions should be 
that, in replacement where neces
sary  of  existing  systems  and 
levies,

(i)  the States shall levy only 
a single-point tax (at the last 
stage of sale or piirchase) on 
these goods, and
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(ii)  the rate shall not exceed 
i anna  in  the  rupee» i.e. the 
same rate at which the Central 
tax will be imposed  on these 
goods in the  course  of inter
state trade.

The following goods shoxild  be 
specified in the  Central  legisla
tion: (i) coal, (ii) iron and steel, 
(iii) cotton, (iv) hides and skins, 
(v) oilseeds; (vi) jute.

We would emphasise that this 
list should not be expanded except 
in the light of the principles we 
have  elsewhere  mentkmed;  we 
would  further  strongly  recois- 
mend that no addition should be 
made to this list without consult
ing  the  Inter-State  Taxation 
Council, for the establishment of 
which proposals are made in an
other part of our Report"— 

and for which my hon. friend, Shri 
Bansal, has also pleaded.  I also agree 
that this Council should be establish
ed. ‘

I have tabled certain  amendments 
and in the light of those amendments, 
I will point out <me or two  tMngs. 
In the rule-makdng powers, the Cen
tral Government have laid down liie 
punishment for the  same  kind  of 
oflEences, whereas t̂  States are pre
cluded from laying down  the  same 
penalty, as it is evident from sub
clause (5) of clause 13.  It reads thus: 

making any rule under this 
section the State Government may 
direct that a breach thereof shall 
be punishable  with  fine  which 
may  extend  to  five  hundred 
rupees and when the offence is a 
continuing offence,  with a daily 
fine which may  extend  to fifty 
rupees  for  every  day  during 
which the offence contmues.”.

In clause 10, the Bill itself lays down 
the penalty.

"It any person—

(a)  fails to get himself regis
tered as required by se<̂on 7; or 

Cb) being a registered dealer, 
falsely  represents  when  pur
chasing any class of goods that

goods of such cl̂ss are covered 
by his certificate of registration; 
or.................

he  shall  be  punishable  with 
simple imprisonment  which may 
extend to six months, or with fine, 
or with  both;  and  when  the 
offence  is a continuing  offence, 
with a daily fine which may ex
tend to fifty rupees for every day 
during which  the offence  conti-

I am not able to understand why 
this distinction and discrimination has 
been made.  The States should have 
the right to prescribe the penalty to 
the same extent as the Central Gov
ernment as proposed in the Bill.  The 
Central Government may  have  to 
deal with a number of traders.  But 
the State Governments have also  to 
deal with a number of traders  and 
collect the sales tax and carry on the 
administration.  They  are more res
ponsible and cases might occur where 
the State Governments  might  feel 
diflBculty in dealing with evasions or 
other sorts of corrupt practices.  At 
least the States shô d not be debar
red ffom laying down these penalties.

Then, tiiere is the obligation of  re> 
gistration.  There are traders who are 
liable to pay tax and they have  to 
apply.  There are traders who are not 
liable to pay.  But they may apply. 
There is an authority who will decide 
whether a certain application may be 
rejected, refused  or cancelled.  The 
Taxation Enquiry  Commission have 
pointed out certain defects on the part 
of the Administration and they have 
referred  to  certain  administrative 
rules and have suggested the  rules 
should be made in such a way that 
there should not be any opportunity, 
as far as possible, for the people  to 
evade taxes or for  submitting  ac
counts or in getting registered.

I have,  therefore,  suggested one 
amendment in which I propose that 
no application should be rejected  or 
refused imless the authority gives the 
TA&sons for such refusal  in writing 
As it is laid down hete,  it is not 
necessary.  Experience  has  ôwn
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that the authorities do not go into the 
reasons but  they just repeat  the 
words at a particular  section  and 
reject or refuse it.  It is  necessary 
that such things should be incorpora
ted in the body of the Bill itself.

I will make one other suggestion 
also.  Tlie collection and administra
tion of sales tax has created some 
sort of patronage.  There have been 
petitions from the traders that  the 
behaviour of the officials  sometimes 
is  not  helpful.  They  are  more 
technical;  they have  not  got  the 
human approach.  After the passing 
of this measure, the Central Govern
ment will also become part of the ad- 
mmistrative machinery  and it will 
entrust the administration to the res
pective States.

Mr. Depoty-Speaker: The hon. Mem
ber is taking sq long.

Pandit C. N. Malviya:  I will  be
finishing in 5 minutes.  The Taxation 
Enquiry Commission on page 75  of 
their Report say this about Sales Tax 
Advisory Committees.

‘Tor the maintenance of a pro
per liaison with the trade and in
dustry, it is necessary  that the 
Sales  Tax  Department  should 
maintain some contact  with the 
chambers  and  associations  of 
diffferent  trades, industries  and 
commerce  and get their advice 
and help in administering the tax.
It is obviously neither  possible 
nor  desirable  that  sales  tax 
officers should directly deal with 
all  such associations.  A  small 
Committee representing  the im
portant  sections of trade, indus
try and the  consumers  would 
serve  this purpose much better. 
Such Conunittees have been estab
lished in one or two States and 
ire  reported  to  have  proved 
successful in meeting  the griev
ances of traders and ensuring their 
co-operation in the administration 
of the tax.  We recommend that 
m each State there should be a 
Sales Tax Advisory  Committee 
rnnsistiftg ot representative

of different trade interests.  It i& 
necessary to lay down that the 
sales  tax matters  discussed by 
these Committees should be ttiose 
of general  interest to the  trade 
and not items of individual dis
pute  or  grievance  relating  to 
particular  assessments  or parti
cular dealers.'’

Therefore, I strongly  suggest that 
Sales Tax Advisory Committees should 
be appointed in each State.

Then, there is the problem of sub
mitting memos and vouchers.  Rule
making power has been taken by the 
Central Grovemment  and the State 
Governments  will also be making 
hilies.  The rules of the Central Gov
ernment wiE be laid on the Table of 
the House here.  Why not the rules 
made by the State Governments also 
be laid on the Tables of the Assemb
lies?  I think it should be made ob
ligatory on the States and this should 
be incorporated in the body of this 
Bill, so that they may be looked into 
and suitable amendments made.

The Taxation Enquiry Commission 
say, so  far as  these  memos  and 
vouchers are concerned:

*lt seems to  us desirable,  in 
these circumstances, that separate 
mention of the tax  in the  bill 
should be discouraged  by State 
Governments, or at any rate, not 
seem to receive their specific ap
proval  The law of demand and 
supply and the price levels in the 
market will themselves be limiting 
factors on the dealers* attempts to 
overcharge. Issue of vouchers and 
c-flsb memos, however, should be 
made compulsory for  registered 
dealers, or at any rate, for such 
of them as have a turnover which 
exceeds a prescribed level  This 
would be specially appropriate for 
the single-point levy.”

I think that,  while  making  the 
rules, these things should also  be 
given consideration. ’

Lastly, I venture to suggest tiiat 1ft 
spite ot PUT 15 or 20 years* expertoioe
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with the payment of  sales tax, with 
the realisation and collection of sales 
tax, with the administration of sales 
tax, the harassment of the people has 
not stopped and tax evasion has not 
stopped.  Therefore, I would like to 
suggest, as it has also been recom
mended by  the Taxation  Enquiry 
Commission,  that  wider  publicity 
should be given to rules and instruc
tions of the Sales Tax  Department, 
and, if possible, I think this is  the 
time when we should have some new 
means for publicity.  The Sales Tax 
Department, with the co-operation of 
the  Broadcasting  Ministry,  should 
have certain documentaries prepared 
to show throughout the country how 
the sales tax administration  should 
go on, what are the responsibilities 
of the people or the consumers, what 
are the responsibilities of the trade 
and commerce, how we should contri-, 
bute to the national fund and should 
not indulge in tax evasion and other 
corrupt practices.  I  think  it will 
help a great deal to publicise this in
tricate and complex administration of 
sales tax and. educate the public in a 
better way, so that it will lead us 
to the objective which we have laid 
down for the betterment of our coun
try.

Shri M. S.  Gnmpadaswamy:  Tax
inequalities often constitute an un
fair factor in an  economy— say 
an unfair factor because tax variations 
give an unfair advantage to a group 
of people in business and it will upset 
normal trade relations.  If you apply 
this view to the taxation field, you 
will see many  discrepancies.  Sales 
tax has  come  into  vogue  and 
it  has  become  a  very  import
ant ta3?, especially  in the  States. 
But till today no attempt has been 
made either by the States or by the 
Centre to co-ordinate sales tax and to 
bring about a uniformity. The Centre 
seems to be very indifferent and luke
warm in this particular matter.  This 
measure does not seriously make an 
attempt in this direction. According 
to the provisions in the Bill, the whole 
inter-State sales tax comes imder the 
purview of the Centre.  Till recently

there has been very much uncertainty 
about this fact, and even as my friends 
have pointed out, the Supreme Court 
gave a judgment and there was  no 
alternative but to bring forward this 
measure.  So,  this  measure  was 
forced on us, so to say, by the judgment 
of the  Supreme  Court. There  is, 
therefore, no systematic attempt on 
the part of the Government  to co
ordinate salec tax.  An hon.  friend 
pointed out the recommendation made 
by the Taxation Enquiry Commission 
for the setting up of an advisory body 
for coordinating policies in regard to 
sales tax. I also feel that such a step is 
eminently most desirable at the pre
sent moment, but I may say that in
stead of an advisory body,  as  our 
friends in the Taxation Enquiry Com
mission have suggested,  I prefer  a 
Taxation Council, as found in  some 
Western countries, which takes up the 
responsibility of not only research but 
also the responsibility of advising the 
States as well as the Centre in various 
taxation proposals.  So, I would sug
gest that the Central Government may 
think it over and set up a Taxation 
Coimcil for the purpose  of advising 
the  Government in regard  to  all 
taxes.

I have points out that sales tax 
varies from State to State, and  this 
variation in taxation, especially sales 
tax, has resulted in giving an imfair 
advantage to a few people in busi
ness.  There are two or three kinds 
of variations.  There is variation from 
State to State.  Further  there  is 
variation in the  rate of  taxation 
and the methods of levy.

As a result of the variation and the 
different methods in the imposition 
and collection of sales tax, two  or 
three evils have resulted.  The most 
important evil is tax  evasion—̂fiscal 
fraud, as I would  put it.  In  the 
matter of  goods which are  taxed 
heavily, there is less trading. PeofiliB 
who were  trading in  those goods 
give up  trading  in  tiiose  goods 
and take  up to  other business  of 
trade where sales tax is not so very
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heavy.  So, there has been so much 
of evasion and so much fiscal fraud 
comxnitted.  But there is also a dis
turbance in the normal trade relations. 
The fiscal  regimes  both  at  the 
Centre and the States have only fol
lowed such policies which hamper our 
n̂omy, and these fiscal policies or 
taxation proposals or measures have 
only hindered the normal  develop
ment of trade and commerce.  These 
have been responsible for very many 
evils other than the fiscal fraud that 
I have pointed out.

I, therefore, exi>ected that the Cen
tral Government would come forward 
with a measure which would co-ordi
nate all the systems of sales tax found 
in the various parts of the country. 
It has failed completely to do this. 
Now what do we find according to this 
measure?  According to this piece of 
legislation, only goods which are sold 
or purchased in the coiirse of inter
state trade are brought  under the 
purview of the centre.  Even  here 
there is no uniform principle observ
ed or followed in the matter of levy. 
Take for instance clause 8.  Clause 8 
states that the rate of tax should be 
one per cent on the total turn-over. 
So,  the  tax that  is  contemplated 
under clause 8 is a turnover tax.  •

16 hrs.

The Finance Minister has circulated 
an amendment just a few hours ago 
t&at certain exemptions  might  be 
given in the matter of sale or pur
chase of certain goods in  case they 
were very important from the point 
of view of the public.  If that is ac
cepted, it will introduce another factor 
of variation.  If,  according  to the 
Ministry, a particular group of goods 
become very important from the point 
of view of the nation, then there may 
be tax variations—Slower tax or no tax 
at all on those goods. We do not know 
what type of goods he has in view to 
give such a different treatment.

Many arguments were advanced in 
regard to the inclusion of food arti
cles in clwpter IV.  I feel that there 
Is a lot of force in those arguments.

These articles constitute a very im
portant part of  the cost  of living. 
Only goods which go to the manufac
ture of commodities are kept imder 
this chapter.  This may' result  in 
giving an xmfair  advantage to the 
business commimity, particularly the 
manufacturing community.  The type 
of goods that have b̂ n grouped here 
show that certain sector of industry, 
particularly  industrial"  sector  is, 
gomg to be benefited while certain 
other sectors have to suffer.  I do not 
know the basis on which this division 
nas been made. It may be pointed out 
that they are very essential for  the 
production and growth of our indus
try.  The cost of production may be 
miportant but the cost of living is 
also equally important, if not more. 
If the policy of the Government is to 
maintain a reasonable cost of living 
and not to promote a rise in the cost 
of living, I am sure they have to agree 
to exempt certain essential articles of 
consumption from the sales tax.  Or, 
they must impose a lower rate  of 
sales tax on such articles.  Otherwise, 
the purpose for which this chapter has 
been included here will not be rea
lised because, the ultimate objective, 
I take it, is to maintain a particular 
level of prices in the country.  If that 
IS so, that objective will not be rea
lised if we do not make an attempt 
to reduce the cost of living.  One way 
by which it could be done is to levy 
less tax on essential articles of con
sumption. I feel that we should not be 
very unfair to the consumers by being 
very fair to the producers  and we 
should not give an unfair advantage 
to the producer as against the consu
mer.  After all, the trade, industry, 
and their development largely depend 
upon  the consimiers  and their  de
mands.  If  they develop consumers’ 
resistance and if a feeling is created 
that the cost of living is going high— 
it is already rising—̂it will operate as 
a disincentive even to  traders  and 
businessmen in the long run because 
there will be no effective demand. So,
I feel that the essential food articles 
should be brought imder chapter IV.

I am sorry that the  present Bill 
does not go far enough.  On the other
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hand, it creates more discrimination 
in tfie field of taxation and it will 
bring about  more  inequalities  and 
create more difficulties in our econo
my.  It will give an unfair advan
tage to certain sections of the public 
to the exclusion of  certain  other 
sections.
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 ̂̂Tt̂STfTT?

<rnf »Tf  I % 5Erm

 ̂ ^  I

# >ft  # ̂TRft̂T

R̂VRf ̂ ?I1̂>FTT ̂  I  STRft̂

n̂̂Frtr #   ̂  ̂ n̂?rr i ^

A  ĤSfdT «TT   ̂  %HT

 ̂   5̂TTW  ̂TO #  ̂ WT

 ̂ ̂  ̂ 5imt fro % 5T ?fr  ̂  

tw   ̂  ̂r<*H>d

?rnr ̂  t  ̂  ̂Imror

 ̂ SITNTT T̂TTTT ^

«rtjT I I ̂  sTRift   ̂ ̂  ^

^ ̂  I

TO ̂  ̂TFT  n̂wT I  ^

|̂ M'<rd  ̂»̂PT  t, TO  ̂wm

SFOT   ̂W I I H TO3RTT «rr 

f̂  f̂r ?R>R ̂  ̂   r̂Wt,

«n*̂  f̂pT #   ̂   ̂^

^ I I  ̂ ̂ ^

iiKH’Z fr  ̂  VITO (iFWd̂ifhT

arPTTT ?At ̂rfoTW)  ̂ T̂vTffV

TO WT?flr %  T̂RT cftr  ^

?THT w «rr I ̂  **ft ̂  ̂

W WT ̂  f  ̂  ̂̂   ^

?T̂  ̂  ̂  % 2FT5p  TO ^

37R ̂sfhT   ̂^

»R 1 TO TO  ^ t̂=«TT  1̂

%# % fro ^  tw  ̂^
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[«ft ipffprorr]

^Hi |̂<4i *nTT ^

1T  ̂|1TT  I   ̂ T̂cT

3FfWT  (vnwR

 ̂  ITWk) # ̂

 ̂ tm (iRnMhT ^)  ?̂?rf

?TTr) ŵr 

w   ̂ ̂  fVff\ 

 ̂  ̂ ?T̂ t I

(r*1HI *TR?9̂ 

5l )̂  :  ̂  ̂ »̂htT  I

^ : 51̂ H’RII, T̂|[r

 ̂  ̂<ft, qr̂ A wim̂
r̂   ̂  ?nipft  q|rr 

n̂nrr i dtici

 ̂  wr I f% ?Tf  I ̂  inv̂ 

f»nT  ̂  ̂ ̂    ̂^

d̂'STHT   ̂t   ̂^

HT lift  ̂îTM  ̂ r̂nnfr 

^   ̂ |, ?pn:  ̂ qr

 ̂  tw  ̂ fer irmr  ̂

A' ?T̂ ?TW<rr  f¥cnft
I

tm ^  w  | ̂

%  ̂  % 3?TT  ft̂

W f ^ I f% iTf ?T̂  ̂  t  ̂  ̂

5[̂Fn 5TW ̂Twr, vtr ̂ Ênr

<̂ r«w)  t

aR̂ )  ̂  ̂ I ird

3TfT

^ ̂  ̂ft’T  ̂srpj iTF#

 ̂ I  W  r̂rfer̂pFT iFRTV̂ fro

ŝrrf̂ %  # fiT  # «if?r ̂

n̂TRiT «rr  ^  (* )̂ ^

4*RT9r »T»mT  «fh: %

508 LSD—4.

*̂nr f̂Ti >̂nt ̂   # vif  3tt̂

 ̂  ̂ 3ft 'FW’f

t  ̂  ̂  ̂m fOT

TRT I ?Tnr ̂  ̂  5|P- ir?T ̂  fTR̂ 

t rWT ’SRT  f*FFT

^ ^ ̂dWRT ̂ R ̂  f, ̂  ̂

t̂TT̂ft T̂Tf|m  I

?nft JT̂ 5FT  mftWiT

f̂ nr eft

f>  *T '5Cft 3̂̂ i|«Ml  w
|̂5TR  ̂ r̂m «TT 3ft

#  ̂ ̂  ̂f  ̂ f̂ P̂TPTT  ^

 ̂ «T^R % % % f ̂ ̂ t̂ % 37TT

^ <̂ U6\

(̂ftfw) ^ %  3̂̂  ̂3?1T '̂PBT

«̂if*i  ̂ô qt̂i WT ̂fsprft  ̂I
^ I :

Page 5—

after line 38, 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 notification  in  the  Official
Gazette, direct  that in  respect
of  such  goods  or  classes  of 
goods as may  be  mentioned in 
the notification, no tax under ,this 
Act' shall  be  payiible  by  any 
dealer having his place of busi> 
ness 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 at  such  lower  rates 
than those q>ecifi6d in sub-section 
(1) or sub-section (2) as may be 
mentioned in the notification/’
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ÊRStnx ?ft  ̂%«Tr

 ̂  #̂*TR  ̂   ̂t, A

tlHiiai  ̂  ̂VnST  ÎcT fiT

?̂TR T#T ?fh: 1?̂

I  ̂ 3RUR

(qtsTHt)  ̂   5jnrr ̂  ̂  tw 

r̂RHTT iftfv  iigf̂rwT

 ̂ eft ^

 ̂  ̂%5RPT % I

*n?5 ̂   ̂ ^

j% ̂  ̂̂ I

f̂  ̂rmftnTT  |V  ̂ fvTRfhr 

 ̂  îfH% #5PT  ̂ ^

r̂f̂ I ?nff*F  # ̂*TT̂

3ft   ̂   ?T«FT?ft ^1

#̂TT A   ̂ «TT %

 ̂ftrsT f̂PiT R̂T  ̂^  n̂̂tv- 

9R«i» ?!̂  ̂\ 3ft 5̂  fvm *niT   ̂

iropr ̂  f, 'TT̂ 4vifv ̂lîhtPT

VfiRH ̂ T̂T fV 3T̂ qr ̂3T-
t̂d tw T̂VPTT WR,  ̂TT̂IfbT 

*(Hi tt5*t)  ̂jrf̂ 

 ̂  F̂nPTT  ?ft  3?TT

f%T  tw  3TWT  ̂3|̂

vHRT r̂rf̂ I W 3W!TT *R tw

n̂inrr wphit  ̂  ̂ift fer̂ qfd*! 

(fV!TT®r %f?r) f , fTRT WX Rrjft 

'tfn̂k  3*mR  OT

TO sfRiTT I ?nft ̂ft*r inft  vr 

«ft   ̂̂  ^

I  ̂  wrmr ^  frnrwV  ̂

w  ̂ vftK ̂  ̂   ̂srrnft 

 ̂  ̂ r|inrr i w-

fW 5trr   ̂ftp f  ̂̂ TT̂rfipft

«n: tzv̂  ̂ rT̂nuT imr ̂ qr 
tw  ̂ Ĥrwi '̂nr i

3ft ^

(f5nr%) %  w tft 1 aft

f̂3?T   ̂TO TT ^

r̂tt % t̂i  r̂r̂ I ^ *Ki«iT̂ 

TC 5̂̂*̂ % *TI5̂  ̂ fwt % fq%»cO 

I,  TO «n: ̂  h*iw

TO’  ̂^ f̂tir f̂Wt % fro

I «KĤ f̂Tvmr

T̂O* fsTO"  ̂f̂  ̂ ?ft n̂r̂

TT  ̂   I

% ?T9TRT ^   ̂ rfWFT̂

(̂ t?» smrrt)

% t̂̂'C'

 ̂?ft TO" %  f̂ n* fVUT ’FTT ^

\ tkSz tm ?nnrT \ qtrr

(̂ r̂pt) tt ti%rr i *r5̂  fv^

V̂ ffR  (THft̂ RTT)  ̂^ ^  ̂
 ̂TO ^  ̂ M'<4{<£ tw *̂TT 

’TîTT I  ̂ 3ft   ̂ ̂(ft TOF ^
•Tî   ̂I  TifV *̂7̂   ̂i

T̂T Thr «ira ^

f” ilŶ ̂  ̂ HIRTT { fw «TTT ̂  9T 

fVlffT ̂  # I

irf̂ PTRT ftWfRWPr (fHRTT ̂*Rf)

TO ww  ̂ finnT  ̂  %■

ttR̂ f̂«n  I

iit  ffnwr (f̂ m  inrt̂ri) :

^̂rnaRff  ^ ̂  fvf  ?rs*f

 ̂̂  f%*rr *nrr %  ♦  «tr?t

g I  ̂̂  ̂  f

?TO  f̂?T k whrrf fftr n̂r̂tfkvlr

 ̂  ̂ I %TT  fv̂ TTT  S'

fv  ̂̂ft *p

(iTRTPl)  ̂̂ SI*IT

R̂T (̂tt

 ̂ SWT  % 5SP̂  ̂  r̂PTT 

I  TT '̂fro TT f̂ T̂TT

?rWt  ̂wt ajĵr  ̂ft?vTsw J 

TOift   ̂ arr i?w»?TT # 1  rr̂



 ̂ ̂   t I   ̂ 5̂feT HT

 ̂    ̂  ̂    ̂  #p ?r

(IT̂ Ĉ)  ^ I, ?pfT

^m r  ̂   I  mr  ̂

 ̂   ̂?fr ̂ ilfcT 5R5TT1T

f    ̂   cdr  %   ̂   rfwt  %

?ft IIFRT   ̂  ̂ I I

*̂TT̂ fm vnm ^ in?f  fHV 

fr  ^  ̂ wt»flf % 5pTTi% f. I w

 ̂    ̂ ^̂ TTT  *FTiT

% fro, A ^7  ̂  ̂ 5WT  %

5̂5̂  ̂  *̂rpT I

 ̂'̂l| 5T*f> *T̂ 1̂ Ŝ[̂ lŷ

1  ̂  «nw   ̂ cT  ̂ ^

ŝnrm  ?7PT   ̂̂rmr  ?ft

if̂ iiprft  I

T̂TVTT ̂  «̂T3T  ̂SIftT f

A ''iî ai  f  fv 

 ̂  fefhr  vhRT iRTf ̂fi

 ̂^ înitT 0 ?̂tr  ff'oH ?nft ^

^WRft t  ̂  % qm ?fk ?rf̂

 ̂ frnr i  wtvr  ̂ift 

%   ̂invp9v?nv f ̂ vr̂  ^ ̂

 ̂   ̂   m N ft  I

miRRT   ̂ I ̂ iTf̂T

^   ̂I wnr iTif» ̂ 7̂

P̂R®r  t f% ̂nrr ̂  ̂lyr

 ̂*WfT f, 5ft̂  ̂ ifJcT ^

*nTF ̂  I >i*î wm ’f'T’T % x(t̂ 

ĥR?ft  ̂fiRH % f̂ .  ̂ ?T?:i5  ̂

 ̂ ^̂VSJ ^mq«R!T «ft I
fro   fipffRT  %  Wf’TT  f̂ ^N 

<ftr irfw '̂WT fl’<vr< r̂  ̂ 

qĝ 3TTW ̂    ̂   % ifnfr

ijt f̂TTR  ̂ I
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vrnrvET zm r̂tr  ̂  ̂

t ^  fiT  ̂|?TT  ̂  ̂ 

qr felt ff̂ TR % r̂rorr srrar | «k

 ̂  TK %  I   ̂  ?

 ̂  5̂  f   I  #   iTPmr 

 ̂f̂  ̂  f ̂  ?Rrc eft 5ffir

(it v w t t)

53TTl̂ I ̂  ̂  ̂ 3|igRl̂ gft 

( s m  ̂)    ̂  TfT  I,   ̂ ^

T̂ t   ̂  I VfTS( ̂
 ̂  ̂  5Rmr t  ift |VPRiT w  

t   ̂   ̂  tm  % %

t   f  ̂  ̂   ̂    ̂    ̂ ̂

m r  ̂   I   ̂   ̂  w   ̂   ̂   i m

 ̂  ̂    ̂ I  %fw  ̂   fw  ̂ %

 ̂ ĵfR %  ̂ 21̂  f% ?niT  ^ 

 ̂  ?mT inrT teft ̂   W

 ̂ 2TF  ̂   frfro^

carqrft)  ̂  ̂ 1157̂7 ,

mr W 27g ?TT5T   ̂ ^

 ̂  ̂  I   ̂ ff7f[

 ̂ ^   ̂  t  ̂ o  ̂ f  §i

^  ̂ ^   ^WPTTT I

 ̂ ?T  ̂I vk ^ ?7f I  ̂

(Sifwifr *R:) t, (5Rf̂-

T̂5?t  ̂   I   I   ̂    ̂  ^

gm  I",  f̂r 2Tf  ?R«PTT sifr 

q̂̂iT  ̂ ifk |[̂T̂

 ̂f̂rwTT t «r̂  ̂   ̂ ̂ ipT̂

?n t  I mr ^    ̂    ̂   ̂  ^

 ̂ wim r̂mr |  fvm̂rr  ̂  ̂

 ̂  ̂ nmr ̂irt, ̂   ?ft ̂ruht 

T̂RTT %, %f̂  OT vt sftvfiî 
Hw 51̂ m  I \ ipirf̂

 ̂  t   ̂  tm  t   I  ![̂r

 ̂  ̂ *rW qr q  ̂% îyr
qr q»̂T  i  n̂dv  ̂r

 ̂  ̂TO I, aphrSfiTfJrf
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 ̂̂rr*RT VT̂TT ̂    ̂I  ^

 ̂y<T9f1S‘  I ^

n  % 3|pq̂ WT f ftr ̂  ̂

rt04>i T?:

?̂SfVT  ?RTT  ̂  f̂t̂; inftft

vJTKT I

R̂FT  ̂f<̂ HI -m̂dl  ̂I ^

 ̂  ̂I  TW?

»ft  n̂vR" % <fT̂

f̂ FT  S!I»n   ̂  T̂RTOT,

I W ?TT̂ ̂  irŴT 2«f̂Ri*i

t I W  ̂ r̂ftST T̂RfWr  ̂

cfk % r<«Hti ^̂*ft I  ̂*rd̂ 3RrK-

fWr % ?nft̂  ̂  ̂̂  t

 ̂  ̂   ̂ T̂RTĥ

 ̂Spft̂ ̂   t, ̂  ̂TrvTT t,

*flcJ <fvH«l % P?i*4! jTPTT

t   I  ̂ ̂ ̂   ̂  ̂ RfETSTW

 ̂   »Rt5r %\K\mi  ̂ TT

T̂RTT  ̂   I ^   rTO  ̂   ̂  

k̂tĉf)r«  ̂̂  *T̂ ĤHl

=̂nf̂  I  TFT W  ̂ T̂RT ^RT 

f, ̂  ito %, ^ %, T̂PTT % VI 

^̂31 f, 'iH‘̂1̂  fiT̂

?v n  ?n̂T  t I  *r'>3r

 ̂  ̂  f #

3W  ̂ ̂ imNft I

TTg5̂   ̂̂   ̂fsFT̂

fw ^  f#.̂TT

3̂T7?TT ̂  t  ̂  (f̂rT̂T

%̂ ) t,  ̂ ̂  ̂  ̂  ̂  »̂ir I 

 ̂  ̂fêlr ̂  ̂  |̂?T ̂»qT̂T

 ̂  ̂  ^  ̂I t srn?5TT WT i

Tfft ShT?'   ̂ I

TT̂fWFT %■ 3f??t ’TT ?ft̂ T̂T̂

%  ?n% f   I v ^̂ r p: lit  f®  ̂-

<UjTîl ̂*d< ̂ I ̂   ̂̂  IpT ̂  ̂

«TR ̂ T̂ ̂ 7̂ I

WTVTT ̂  (f̂  ̂) %  *T ̂

(ifvmr)   ̂ ^ v̂

3RHT t ■

A sale of purchase of goods shall 
be deemed to take placc in the course 
of inter-State trade or commerce  il 
the sale or purchase—

(a) occasions the movement of 
goods from one- State to another; 
or

(b) is effected by a transfer of 
documents of  title to  the goods 
during their movement from one 
State to another.

^̂ RTT % (iPT^N )̂  ^

«fRff  ̂ ĵzn̂   I  tr  ̂̂ IT ̂

%  ̂  tsT: ' ̂ f I

T̂T?rr t  ̂  ifr t I

n̂?r ? ftf ̂ ?t h t

 ̂ TT  ̂I

 ̂  rft  ̂   5̂TT  ̂ rrf̂   ̂ Pf»H  ?nn: 

^ ?ft ̂   spT

JW ̂   ̂ I  f̂i+l

 ̂ t̂tT

 ̂̂  w «prf̂ t

;3̂ ̂  Tf »rr

 ̂^  ̂lî

 ̂ ■=?TTf̂  ̂   ̂  ̂^

F̂TIT r̂f̂ I

EfTSfVH f%f̂T9T STPcft 

 ̂ v3»iVI f̂nĵ  %•

f w   t   I ^

n̂tRT  M«ni  ̂I  ^

t  I ^  5̂tot   ̂ fn- ifr

?ferr % I  ^̂n>r zi|[ ̂?rr

 ̂  ̂ f̂ TRTP" ̂VPPTTT ̂  ̂  ̂  ̂ TRT
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ŜTTrTT t ̂  ̂  #f»TR ̂  t

 ̂ 7  ̂ I   I  ̂  ̂  JTM ^PTT t   ̂  ^

 ̂tr̂TT Wrm ̂   ^

TT ̂  ̂   I I ?nlt 5̂

 ̂ % f%?TN)  ̂ ITT̂ ?TP̂r?R |?rr 

«TT qH rnm T̂sTTT  ̂  ^

 ̂    ̂  r̂̂rTT  «?r  I

A’   ̂% jR  ̂m irt 5̂g<WM 

 ̂  (̂?TT̂ ^)  #  ̂  ^

 ̂̂  ̂  ̂  ^

 ̂  ̂  I  ̂ ̂  ̂  ̂  ̂  ̂  ̂  

n̂TFTT ̂ Tf̂ f̂RT̂   ̂̂

I OT?   ̂   ̂  I

f>rr f% #fiTR 5̂7PRR lit 

%  ̂  ?fh: wfwFfl- 5Tî ^

’TTW  I

I  R̂%  tr̂   ̂  ̂  fw,

T^ qi?TT I f̂TTT

TO  ̂  ̂  ̂̂  ^

r̂rerr ̂ i  ̂  ̂  ?n  ̂̂  %r̂ ̂  

fwrvz" # I ?fhc

5̂W»*t4w  fiSMlWd # 1 q?nc   ̂

[̂Ff%*r % qpRT Jtrt tm  ̂ ipr̂

 ̂ ̂ ̂  ̂  ̂  ff̂

 ̂  ̂  ̂ jK  ̂wm̂ %ftK

'3ti%»i  r̂tPT Tjfr Ŵ  ŴRPTT 4

 ̂’NY iî t̂ % f%

^  ̂  ̂ swfFrr  ̂  ̂f% ?Mf 

 ̂  ̂  ̂TO VFiiTRr 5f  «rf, ^

 ̂̂    ̂̂ ̂ n?n qi ifk ̂

31̂  ITRT  fftr WTT ?T 5f5̂ a|r?rTT 

^ 1
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V̂ ^   t ̂nm  f 

f% »nY  r̂m f̂t ^

 ̂^̂ Nstt t̂%  f *r 

 ̂  ̂ ^ 1

Shri  N.  R.  Mnniswamy  (Wandi> 
wash): Mr. Deputy-Speaker, this Bill 
only formulates certain principles for 
determining when a sale or purchase 
of goods takes place during the course 
of inter-state trade, trade outside the 
State and in the case of goods imparted 
into or exported outside India, and 
also lays down certain principles as 
to declaration  of  certain articles <rf 
importance  and  the  restrictions  to 
which a State law imposing a tax may 
be subjected to.

On an analysis of this Bill, I find 
that there are going to be far-reach
ing consequences on the flow of trade 
and commerce in India.  What they 
are going to achieve by  the realisa
tion of a few lakhs of rupees by way 
of tax on trade and commoce will be 
lost in jeopardising the flow of trade 
in India.  The Central Sales Tax was, 
of course, in contemplation for a very 
long time.  Of course, it is said that in 
consonance with the recommendations 
of the Taxation Inquiry Commission 
or as a result of certain conflicting 
decisions of the  Supreme  Court  or 
pressure from the State Governments 
this Bill has been introduced.

All along, businessmen have been 
enjoying a great deal of freedom in 
the matter of getting goods from other 
Stat̂ free  from  taxation.  After 
coming  in,  these  goods  wiU  pass 
through some process of transforma
tion,—̂they may change in shape or 
form—and when  they are disposed 
of, a tax will be levied, as is prevalent 
in the State.  Hiere is the State law 
and  they  are  taxing  on  several . 
articles.  After the passing of tHig 
Bill,  we  will see that not only the 
articles that are now being taxed, bat 
all those articles will be subjected to 
a severe type of taxation. Ultimately, 
only the consumer is going to suffer: 
not the businessmen.  I say that the
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consumer will be the target for all 
these taxes.  As it is, no man is free 
from paying any tax.  Even when he 
makes a small purchase, even when 
purchase is made from a businessman 
whose  turnover  is not  beyond Rs. 
10,000 or 20,000 as is provided for in 
ê law, he pays the tax.  Ultimately 
whether that man who  collects  that 
tax really pays it to the Government 
or not is a different matter.  That is 
the concern of the State.  So far as 
we are concerned, on account of pres
sure from the States or the recommen
dations  of  the  Taxation  Inquiry 
Commission, we are now introducing 
sales tax  for  other  commodities as 
well.

We have been enjoying a sort of 
exemption.  It is stated here that the 
Essential  Goods  (Declaration  and 
Regulation  of  Tax  on  Sale  or 
Purchase) Act, 1952 is hereby repeal
ed.  This would mean that the articles 
which are not liable to taxation, will 
be subjected to the tax.  This would 
mean that in respect of all these arti
cles, the flood-gate will be opened and 
the States can levy any tax as they 
please.

Also we find in clause 14, certain 
goods have been declared as of special 
importance in  inter-State  trade  or 
commerce.  They  have  mentioned 
coal, cotton, hides and skin, iron and 
steel,  iron  scrap, jute, and oilseeds. 
Along with these, if you are going to 
add some more articles contemplated 
under the Essential Goods Act, the 
list will be complete by itself.  There 
will be no tax or even if ttiere is a 
tax, it will be on a lower scale.  Now 
that this Act has been repealed and 
only a few of the  commôties  are 
being categoriced in clause 14, it will 
be open to the State Goveinment to 
levy the tax.  llierefore,  I  would 
request  that  clause  14  may  be 
enlargê.

The other point that 1 wish to press 
before this House is this.  Instead of 
having aSl these various taxes, we can 
have one sin̂   tax.  The  Pinanee

Minister has been pleased to introduce 
a Bill for the imposition of a Capital 
Gains tax.  He may be having up his 
sleeves one more Bill for the levy of 
Expenditure tax.  Several other taxes 
may be in his contemplation.  If there 
is to be an Expenditure tax shortly or 
next year, why should this  Central 
Sales Tax Bill be  introduced  now? 
Any  person  who  spends beyond a 
certain amount will have  to  pay  a 
certain tax.  That would include all 
the  articles  he  purchases.  That 
would cover all the amoimt spent for 
domestic consumption.  If an Expen> 
diture  tax is in contemplation, this 
Bill need not be pressed.  Ordinarily 
you have taxes of so many kinds from 
birth to death.  I  say,  instead at 
having so many taxes, profession tax, 
income-tax, super tax, and all sorts 
of taxes, I insist that we can have one 
single tax.  That may be called by 
any name by the Government.  Every 
man may be asked to pay a tax of, 
say, a quarter anna  in  the  riQ>ee, 
whatever may be his income, in which 
case, we may be obviating all these 
difficulties.  I  know  the  Finance 
Minister may not be able  to  agree 
with me and have one tax instead of 
all these various taxes. I know there 
wiU  be  difficulties.  Still,  I think, 
they can devote some  time  to  this 
question of having one tax.

This Act contemplates three  types 
of cases.  This Act will be enforced In 
the course of export out of India, in 
the course of import into.India  and 
in the course of inter-State trade or 
commerce.  I would only suggest that 
goods  exported  from  one  State to 
another may be exempted.  Whatever 
goods  one  State gets from another, 
immediately after the receipt of the 
goods—̂it may  be  raw  material or 
something elM;—whatever may be the 
nature—the goods have  to  be  sold 
only in the importing State.  When 
that State disposes of the articles to 
the various consumers, the tax will be 
levied.  It will come as a State tax. 
As per this Act, we have to levy 
tax on goods that come from another 
State.  H after having been received 
in  a  State, the goods go to another 
State  after  passing  throuî  some
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processing, they will have to be sub
jected  to  another  State  tax.  In 
reality, it will not be a single-poxnt 
tax; it will be a multi-point tax.  This 
multi-point  tax  can  be  avoided. 
People can get goods from Calcutta to 
Delhi or from Delhi to Madras.  They 
can allow the goods to be processed. 
"When the goods are being sold, sales 
lax can be levied.

Another  aspect  that  I  wish  to 
suggest is that  if  these  goods are 
•exported out of India, you can levy 
Ihe sales tax.  So, on import and ex
port and on inter-State trade this tax 
«an be charged, but not on inter-State 
trade and commerce.  The reason is 
this.  In respect of any sale that takes 
place immediately after import, char
ges can be levied, and any purchase 
that precedes export also can be taken 
into  account,  and  also  inter-State 
trade, but goods that are got from 
one State by another—whatever the 
nature of the processes  it may pass 
through, they need not be considered 
—may be exempted.  We will be to 
some extent satisfying the free flow 
■of trade between the States  which 
may otherwise be jeopardised.

An hour or two ago the  Finance 
Minister circulated another  amend
ment.  It has  been  referred to hy 
other speakers, and let me also put 
forth my view on it.  I will read the 
orelevant portion:

‘̂Notwithstanding anything con
tained in this Section,___no tax
under this Act shall be payable 
by any dealer having his place of 
business in any Unicm 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 at sudi  lower  rates 
than those specified in sub*sectlon 
(1) or sub-section (2)  as may 
be mentioned in the notification.”

This will clearly infringe the fimda- 
mental rights of the dtizens.  It will 
t>e nothing but discriminatian between

person and person, and such discrî 
minatory treatment ought not to  be 
meted out.  Whenever we  tax,  all 
have to be subjected  to  the  same 
treatment.  So  far as persons whc
reside  in  the  Union territories are 
concerned, I cannot impute any motive 
to  the  Minister,  he must have had 
very  great  pressure  from  people 
residing in Union territories,—̂ with a 
view to satisfying them or give them 
certain  consolation—he  must  have 
broû t this amendment.  But without 
going into what was in his mind, I 
only say this wiU give rise to  cases 
in  the  Supreme  Court  and  High 
Courts to challenge the discriminatory 
treatment.  Therefore, this oû t not 
to be allowed in any enactment.  Be
fore long, the Minister may have to 
come  with  another  amendment  to 
modify  his  present  stand,  or  get 
several  decisions  against  this  Bill 
resulting in the loss of a lot of money-

Not only does he exempt, but he 
again says that they will be charged 
lower rates than those specified  in 
sub-secticHi (1) or sub-section (2) as 
the case may be.  Tliis will again go 
against  the  fundamental  rights and 
principles.  Therefore I  would  say 
that this ought not to be retained. 
We have had enough of cases in the 
Supreme Coiurt challenging many of 
Governments’ rules  and regulations 
which we passed here.  Let  there 
not be a duel hetween the legislature 
and the judiciary.  So, I  wish  he 
would give a second thought to this 
and say in his reply tomorrow what 
he is go  ̂to do.

Lastly, the definition of ‘‘turnover** 
has been given in the Definition clause 
as under:

‘ *̂ mover” used in relation to 
any dealer liable *to  tax  under 
this Act means the aggregate of 
the  sale  prices  received  nnd 
receivable by him  in  respect of 
sales of any goods in tha course 
of inter-State trade or commerce 
made  during  any  prescribed 
period  and  determined  in tfa' 
prescribed manner.’ .
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These two things,  the  prescribed 
period  and  the  prescribed manner, 
have been left delightfully vague, and 
they might be covered by  the rule
making authority.  It would be better 
if these are fixed in Uie  enactment 
itself instead of leaving them to be 
determined by the rule-making autho
rity, because it will not then be very 
elastic  and  changing from time to 
time.  Their hands will be tied and 
they will not be free to change the 
period and the amount of the turn
over.

We all know that this sales t&K is 
steething like a great r̂ing.  We 
can get any amount of money from 
sales tax.  It is the only tax where 
a large amount of mcmey is collected. 
Even from land tax we are not able 
to get so much as from sales tax. 
Therefore I would say this is a tax 
which touches ev̂ b̂ody’s pocket, and 
the Government as well as this hon. 
House have to consider twice n̂ether 
it would be proper to deal with this 
aspect.  If at all necessary, we must 
deal with it cautiously and carefully 
and see tiiat the small man is not very 
much touched and tampered with so 
far as his livelihood is concerned.

1 have already given an illustration 
that this sales tax is charged to the 
constant even in small shops every
where.  I do not know whether at the 
time of submitting the accounts, l̂e 
money collected extra  by  them  as 
sales tax is also included in the sale 
price, tw the sale price alone is put 
in, and the extra money collected by 
way of sales tax is pocketed.  There
by they will be standing to gain both 
ways.  Not only  do  they  collect 
from the consumers, but they have to 
pay from out of the sale amount that 
they have shown in  their  returns. 
This aspect has to be very carefully 
examined, because we are enlarging 
the scope of this sales tax and allow
ing the State Governments to exercise 
the right which the Centre  should 
exercise by itself.  Their powers are 
already enormous, an̂ if this is also 
given, I think it will do havoc to the 
people.  This will open the libodgates

and they may do whatever they like. 
Still it is not going to get the desired 
result because we have not been given 
any data as to the amount of mcmey 
they are likely to get by this tax.  I 
do not know whether it will be Rs. 20 
or Rs. SO lakhs in the  ease  of  the 
State Governments which they them
selves can appropriate  for  develop̂ 
ment or industrial purposes as the case 
may be.  If it is only so much I do 
not think it is really worth while try
ing to introduce this Bill.

I repeat my request that goods that 
proceed fr9m one State to another may 
be  exempted.  One  section of the 
people  have  already  circulated  a 
memorandum to the Members.  So far 
as Madras is concerned, in the hides 
and  skins  trade they get their raw 
materials from other States like U.P., 
or places like Calcutta.  This may not 
be charged, but when they are pro
cessed and sent to  other  countries, 
they may be charged.  If it is sold in 
the  country  itself,  there should be 
only  tax  at  one  point, instead of 
multiple-point tax.  If it is intended 
for export or to be sold in the State 
itself, we can simply give them free 
licence  to  get  ansrthing  from any 
State, but let them not pay any tax 
as is envisaged in the Central Sales 
Tax Bill.

Shri L.  Jogeswar  Siiî  (Inner 
Manipur): I shall confine my remarks 
to clause 14 of the Bill.  In my view 
the provision contained in the clause 
should be expanded to include certain 
items like foodgrains, kerosene oil and 
other essential daily  necessities.  If 
even the daily necessaries or essential 
commodities are taxed, then that wilt 
indirectly hit the consimiers;  wttl 
be  the  worst  sufferers.  I would, 
therefore, suggest that taxes on essen
tial commodities such as foodgrains, 
coarse cloth and Icerosene oil should 
be reduced from two per cent or one 
per cent to half a per cent, if at all 
they are to be levied.

Hie reason why I diould like te 
have these items exempt from sales 
tax  is  this.  When  sales  tax  is
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■ imposed on commodities which pass 
from one State to another, the normal 
tendency £or the prices  is  to  rise, 
because of the provincial rivalry in 
trade and commerce and also because 
of the competition between the diff
erent States.  So, it is very necessary 
that it should be within the purview 
of the Central Government to imposê 
uniform  taxation,  if  necessary,  on 
essential items such as foodgrains etc.

I now come to the amendment given 
notice  of  by  the  Minister. The 
previous speaker, Shri N. R. Muni- 
swamy, had spoken much about it and 
said that it was against the Constitu
tion to lay down that Union territories 
should be exempted, and that such a 
provision might be challenged by the 
Supreme  Court.  I,  for  my  part, 
welcome that amendment very much 
I am very glad that the Minister has 
taken into (consideration the conditions 
prevailing in the Centrally adminis
tered areas.

These areas are very  poor  in  all 
respects; the people there are econo
mically  very  poor.  There are no 
proper transport  facilities  in  theŝ 
areas.  Ehren without the imposition 
of any sales tax, the prices of essen
tial commodities in these  Centrally 
administered areas,  such  as  Delhi, 
Himachal Pradesh, Manipur, Tripura 
and so on, are very hî as compared 
to what obtain in other parts of the 
country, on account of the transport 
bottle-necks  and  other  transport 
difficulties.  So, I am very happy that 
a saving clause is sought to be intro
duced whereby it is possible to ensure 
that  no  serious or heavy taxes are 
imposed on essential commodities in 
these Centrally administered areas.

There  is  one  other  reason why 
these  Union  territories  should  be 
exempted from the operation of sales 
tax.  These territories are economi
cally very backward.  All the com
modities which  the  people of these 
areas need are not produced there in 
sufficient  quantities;  so,  they  are 
obliged  to  import even their daily 
necessaries from outside, and conse
quently, they have got to pay double

the price for all these commodities* as 
compared with what prevails in ottier 
parts of the country.  Their  Ihnng 
conditions are also very bad, and ̂ etr 
standard of living is very low.  So,, 
if sales tax also is imposed on esseitial 
commodities, their condition will be
come very  much  worse.  I would, 
therefore,  suggest  the  complete 
exemption of these Union territories: 
from the operation of sales tax.

Another  reason  why  exemption 
should be given to these areas is this. 
The trading peĉle in these areas are 
mostly  illiterate,  and  they do not 
know how to keep accounts.  Tbegr 
have to learn the ABC of trade and 
commerce stiU.  So, if these provi
sions regarding registration,  submis
sion of returns and so on, which are 
full of all sorts of complexities, are 
put into effect, the people there will 
not be able to digest it; they will not 
be able to submit  returns or kê  
proper accounts.  Moreover, it is not 
the Ministers who go there for the 
collection of the taxes; it is only the 
rank and file of the officers who  g» 
there, and they seld(mi appreciate the 
difficulties  of  &e  people  ^̂ o are 
very new to this business ot '̂eeping 
accounts, and who have yet io learn 
the ABC of trade and commerce.  So,, 
if these provisions are put into effect, 
the worst sufferers will be the small 
traders, in the first instance, and in 
turn, the consimiers will also be the 
sufferers.  I  would like to tell the 
Minister specially that he should see 
that special consideration is given to 
these Centrally administered areas in. 
this respect.

Besides the Centrally administered 
areas, there are also certain areas, as, 
for instance, Assam, where communi
cation is very bad.  Owing  to  the 
trtmsport  bottle-necks, the prices of 
the commodities that are imported inta 
Assam . are  very  much hî er than 
those obtaining in the rest of India. 
If sales tax is also imposed, then the 
prices  will  ôot  up  v«ry  much, 
higher.  The result will be that the 
consumers will be hard-hit.
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Mr.  l>epatj-Speaker:  Is the hon.
Member likely  to take some more 
time?

ShsA L. Joffeshwar Sinfh: Yes.

'Mr. Depaty-Speaker: Then, he may 
continue tomorrow.  There are stiU 
two other  speakers,  namely  Shri 
Heda and Seth  Arfial Singh;  they 
%will have their chance tomorrow.

Now we shall take up 
jitem.

the next

iBUSINESS ADVISOKY (X>MMITTEE

FoRry-FoUFTH Beport

'Shri N. C. Chatterlee (Hoogly):  I
t>eg  to  present  the  Forty-Fourth 
Report  of  the  Business  Advisory 
Committee.

IDEVELOPMENT  OF  MINERAL 
RESOURCES OF KERALA

-17 Has.

Shri V. P. Nayar (Chirayinkil): Mr. 
Deputy-Speaker, Sir, I am raising this 
discussion to focus the  attention  of 
this  House  and  also of  the  hon. 
Minister  who,  I  know,  has  great 
ssrmpathy  for  the  poor  people of 
%erala, on three points, namely, (1) 
the neglect of  the  Government  of 
India  in  developing  the  mineral 
r̂esources of Kerala, (2) the failure of 
the Government of India to make a 
detailed survey of minerals of Kerala, 
;and (3) the disregard by the Govern
ment of India of questions relating to 
«iines and  minerals of  Travancore- 
rCochin.

The problem of exploiting minerals, 
•in so far as my State is concerned is 
.a very much more  urgent  problem 
than in any other State, because, you 
find from an analysis  made in  the 
Labour Gazette that out of 6 lakhs of 
l)epple employed in  the  mines  and 
minerals industry, hardly 2,500 people 
from my State get work in that indus
try,  although  our  population  is 
roughly 1130th  of the population  of

the whole of India.  Then it has oft«i 
been said by ver:, 1 3sponsible people 
in the most irresponsible way that’ 
Kerala has no minerals for exploita
tion at all.  Nothing could be farther 
from the truth, nor could anything be 
more mischievous than such a state
ment.

The hon. Minister knows that we 
(have a  wealth of  minerals  and  a 
variety of minerals.  I do not want to 
list all the minerals here, but I would 
seek your permission to indicate cer
tain important minerals, which have 
been reported to be  available  in 
abundance there as early as in 1906 
and 1910.  We have got alum clays 
in Varkala, bauxite  in the  laterite- 
bearing areas of the Western Ghats, 
we have got brick clays, we have got 
gold  in  considerable  quantities  in 
Wynad, we have iron ore in Nilambur 
and  Wandur,  lignite  in  Varkala, 
Cannanore and several other  places, 
mica in Malabar and Travancore, we 
have got mineral pigments in Malabar 
and South Kanara, we have refrac
tories.  "nien we have pyrite, much- 
wanted substance, found along with 
gold in the pyrite veins of  Malabar, 
especially Wynad.  Then there are the 
all-important  minerals,  titanium, 
ilmanite, monozite, zircon and other 
rare minerals.

With this  varieties  of minerals 
which have  been reported  to be 
available in abundance in our geolo
gical  surveys  in  1SK)6,  1907
and 1910, it  is  very  regrettable 
that  a  State  faced  with  such a 
chronic  problem  of  unemplosrment 
could not develop its mineral resources 
at all.  I would not have raised this 
discussion had it not been for the fact 
that in  the  Planning  Commission’s 
Report, it is very clearly stated—I am 
reading from page 384—

-“In view of the vital part that 
minerals  play in  the  coimtry’s 
industrial development, it is con
templated  that  the  State  will 
increasingly  undertake  their 
exploitation’*.

I welcome this statement.  But  in 
answer to a question long after the

Mineral Resources 1904
of Kerala




