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[Shri Naushir Bharucha] 
cover any thing more than what is 
required. We want to know what 
difficulties are encountered in the 
actual enforcement of the provisions 
of the BUI.

Shri KanunfO: I can only say that 
he may wait for the first report 
After going through the report, if he 
wants to place any suggestions before 
the House, he may communicate 
with me. We will see whether Gov
ernment can collect this information 
and whether it is worthwhile collect
ing it and placing it before the House.

Regarding the other point by the 
hon. Member opposite about appeals, 
the right of appeal has been curtailed 
only in such cases where the decision 
of the Government is of an executive 
nature. Wherever there is an ele
ment of judicial nature, the right to 
appeal is always there. But, as a 
matter of policy, certain orders of 
Government are not appealable. It 
was thoroughly discussed in the 
Select Committee.

About the problematical question 
which was posted by Shri Panigrahi, 
I would suggest that be may consult 
a competent solicitor. I have nothing 
more to add.

is:
Mr. Deputy-Speaker: The question.

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

The motion was adopted.

13.43 hi*.

CENTRAL SALES TAX (SECOND 
AMENDMENT) BI^L

The Deputy Minister of Ftnaaee 
(Shrltaatl Tarkeshwari 81nha): Mr.
Deputy-Speaker, I beg to move:

'That the Bill further to amend 
the Central Sales Tax Act, 1956, 
at reported by the Select Com- 
ttlttee, be taken into considers -

X had already explained to the, House 
the important changes proposed to 
be made by the Bill at the time of 
moving the motion for reference to 
the Select Committee. 1 do not, 
therefore, wish to take the time of 
the House by recapitulating them now.

Shri V. P. Nayar (Quilon): When 
there is plenty of time, nobody wants 
to take tune.

Mr. Depaty-Speaker: Those who
usually complain should utilize this 
opportunity.

Shri V. P. Nayar: I never complain 
about time.

Shrimati Tarkeahwari Slnka: I
would touch only a few changes 
made by the Select Committee and 
reply to some of the points raised by 
the hon. Members in their minutes at 
dissent.

In clause (2) of the Bill, the defi
nition of “place of business" has been 
redrafted to include also the place 
of business of an agent where a dealer 
carries on business through such an 
agent This would resolve any posi* 
sible doubt in determining the State 
which could levy the tax in cases 
where dealers with one place of busi
ness in one State move goods to a 
dliferent State through brokers or 
agents In a minute of disssent an 
apprehension has been voiced that 
the definition of “place of business", 
as adopted, would result in taxation 
by two States of a single transac
tion of inter-State tale. I want to 
dispel any such doubt. In clause (6) 
of the Bill it has been clearly laid 
down that that State alone from 
which movement of goods commences 
would normally have Jurisdiction to 
levy tax on that sale.

In clause (S), another important 
change has been made to the original 
draft Bill, and the scope of that 
amendment is fully explained In the 
report of the Select Committee, 1 
which has been already circulated to 
the hon. Members.
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I would *L*o refer to one other 
minute of dimwit in which it has 
been suggested that the rate of tax 
on tnter-State sake to unregistered 
dealers or consumers in ether 8tates 
should be fixed at S per cent instead 
of 7 per cent. But, as hon. Member* 
are themselves aware, two type? of 
transactions are contemplated in the 
AcV, viz. ( 1 ) transactions between 
registered dealers of one State and 
the registered dealers of another, and
(2) transactions between registered 
dealers of one State and unregistered 
dealers or coaumers of another. In 
levying sales-tax on inter-State trade 
the main intention is to ensure that 
some revenue accrues to exporting 
States without raising unduly the 
burden of tax on consumers in the 
importing State. Tor this purpose, 
the rate of tax applicable on inter
state sales between registered dealers 
in one State and registered dealers 
in another is ftxed at a nominal rate 
of one per cent. The importing 
State will be able to recover its own 
tax on the re-sale of goods by the 
registered dealer within its area.

But where transactions take place 
between registered dealers in one 
State and unregistered dealers or 
consumers in another, this low rate 
of tax will not be suitable, as it is 
likely to encourage the avoidance of 
tax. The dealers in the exporting 
State may set off intra-State sales as 
inter-State sales, thereby avoiding 
sales-tax of their own State. They 
may also, in collusion with the dealers 
in the importing State, encourage 
suppression of re-sale of the goods 
within the importing State, thereby 
avoiding sales-tax of the importing 
State altogether.

It is only to avoid evasion of the 
8tate sales-tax that it has been pro
vided in the Act that transactions of 
this type should be taxable at the 
same rate which exporting States 
IDtpose on similar transactions within 
their own territory. Such a provi- 
H«i existed in the principal Act 
itself.

But, unfortunately, due to the 
multifarious systems of sale-tax pre
valent in the different States, it was 
found difficult to determine the rate 
of tax leviable on certain transactions. 
Instances also come to our notice that 
inter-State sales to registered dealers 
of other States suffer the tax of one 
per cent, while direct sales to un
registered dealers or consumers were 
not taxable at all. Thus, not only 
inter-State sales-tax, but also the 
sales-tax of the importing States 
were avoided altogether.

Normally, evasion of sales-tax was 
taking place when consumers or un
registered dealers of other States 
directly imported certain special goods 
like automobiles, radios etc. from out 
of the State dealers. The House 
might be aware that recently we 
advised the State Governments to 
adopt a scheme by which the State 
sales-tax on 15 subjects, such as auto
mobiles etc., should be fixed uni
formly at 7 per cent throughout India. 
It, therefore, follows as a corollary 
that under the Central Act too the rate 
of tax for a direct inter-State sale to 
a consumer should also be a uniform 
rate of 7 per cent. Quite apart from 
this consideration, even on other goods 
the rates of tax vary in almost all 
the States from 4 to 5 per cent, in 
respect of commodities imported from 
out of the State. Adding the incid
ence of Control sales-tax of one 
per cent, the ultimate incidence will 
work out to be at least 5 to 6 per 
cent. Taking all these factors into 
consideration, the rate of tax has 
been fixed at 7 per cent. Thus, a 
rate of 7 per cent for a direct inter
state sale to a consumer is quite 
reasonable Our intention is to 
plug •effectively the loophole in the 
evasion of State sales-tax.

The alternative higher rate provid
ed in the Act will be of a very 
limited application to sales of certain 
special goods emanating from a State 
like Bombay, which imposes tax at the 
rate of 10 per cent on some of those 
items.
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I may also brine to the notice of 

the House that the rate of 7 per cent, 
will not apply to direct sales of 
declared goods at all nor to the goods 
which are generally exempt under 
the Sales Tax law of the exporting 
State, nor to the goods which are 
taxed at rates lower than 1%. 
Besides, the State Governments have 
an overall discretionary power under 
Section 8(5) of the Act to exempt or 
to reduce the rate of tax of 7% in 
suitable cases where they consider it 
expedient to do so in public interest.

As the House is aware, the Bill has 
been drafted after a long and detail
ed consultation with the State Gov
ernments and most of the recom
mendations of the State Governments 
have been incorporated in the Bill 
and they have been given due con
sideration. A Select Committee has 
examined the Bill also and has 
improved the Bill further by adopt
ing certain minor amendments

With these words, I move 
Mr. Depaly-Speaker: Motion moved: 

“That the Bill further to amend 
the Central Sales Tax Act, 1996, 
as reported by the Select Com
mittee, be taken into considera
tion.”
Shri Kodiyaa (Quilon—Reserved— 

Sch. Castes): Mr. Deputy-Speaker,
Sir, the hon. Deputy Minister has just 
now referred to some of the points 
raised in some of the minutes of dis
sent with regard to this Bill, but I 
regret that she has not referred to 
Some of the other important points 
raised in another minute of dissent 
presented by Shri V. P. Nayar and 
Shri X. K.Warior. I feel that the 
points raised in that minue of dissent 
fre very important.

According to this Bill, that has 
Kcoerged from the Select Committee, 
newspapers are being exempted from 
the Central Sales Tax and it has been 
stated that according to item 
Ito. 08-A in List I of the Seventh 
Schedule of the Constitution, it is not

possible tor the Central Government 
to bring the newspapers under salw 
tax, but I may point out that in item 
No. S3 of List 1 of the Seventh Sche
dule, it has been clearly pointed out 
that taxes on the sale or purchase at 
newspapers and on advertisements 
published therein can be resorted to 
by the Central Government

Another objection has also raised 
and that, I understand, is that under 
article 268 of the Constitution it is 
not possible to have this tax. Bat 
when I look to article 209 of the 
Constitution, 1 And that there is clear 
provision for this tax. Under sub
section (f) it is stated “taxes on the 
sale or purchase of newspapers and 
on advertisements published therein”, 
but according to this article, (.«., arti
cle 289, there is only one condition 
that has been placed over this parti
cular article, i.e., section (2). But 
that deals with the distribution of 
the proceeds of the taxes so collected 
between the States and the Centre.

Therefore, what I understand is 
that nowhere in the Constitution it 
is stated that newspapers cannot be 
taxed at all by the Centre so far as 
sales tax is concerned. I would, 
therefore, request that newspapers 
also, specially the chain papers which 
are making a considerable amount of 
profit every year, should be brought 
under the purview of this Bill.

There is one more point that I wish 
to submit in this connection and that 
is. especially after the introduction oS 
the decimal system of coinage, that 
the newspapers have increased their 
price. 1 don not say that all the 
newspapers have enhanced their 
price, but some of the important papers 
have Increased their price. News
papers, which used to be sold formerly 
at 2} annas, under the pretext of 
rounding off the value in nays paiM, 
have increased their price to 10 nP. 
That means an increase of about half 
naya paisa per paper. That will bring 
a profit of a considerable amount aa 
far as these important papers ait eta- 
cemed.
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The other day the House diacussed 
the Working Journalist* (Fixation of 
Bates of Wages) Bill and several hon. 
Members pointed out how the owners 
of newspapers are making a plea of 
their inability to provide more wages 
to the workers. Several other hon. 
Members pointed out how this indus
try, at least some of the newspapers, 
is thriving. Therefore, there is no 
justification in exempting the news
papers from the purview of this Bill.
Of course, I hope that the hon 
Deputy Minister will answer this 
particular point.

I want to bring out only or\e more 
point and that is about the question 
of preventing large scale evasion of 
taxes. In our country, it is common 
knowledge that evasion of taxes takes 
place on a large scale. The other 
day the hon. Deputy Minister of Fin
ance, I think, answering a question 
in the other House said that income- 
tax arrears have come to about 
Bs. 270 crores or something like that. 
There are innumerable ways by 
which big businessmen and other 
interested sections in the business 
community try to evade the taxes.

With regard to a particular item 
which can be brought under the pur
view of the Central Sales Tax. i.e., 
vegetable oils, evasion is going on 
unchecked. India being the biggest 
producer of vegetable oils, if the 
Government persists on transactions 
of vegetable oils, of course it will be 
a great source of income to our 
national exchequer, but it is told that 
here in this particular field, evasion 
is going on. How to prevent this 
evasion? One suggestion has been 
made in this minute of dissent that if 
the sales tax on vegetable oil is added 
on to the excise duty, this evasion can 
be prevented completely. I am of 
the strong opinion that su<$i a change 
must be made so that our exchequer 
mgr get more money for meeting our 
requirements. These are the main 
point* that X wish to bring out to the 
hum. Minister. I hope due will reply 
to my point* and ele*r my doubts.

14 hn.
Shri 8. M. Biaerjce (Kanpur): Mr. 

Deputy-Speaker, my hon. friend Shri 
Kodiyan has mentioned certain salient 
features referred to by Shri V. P. 
Nayar and Shri Warior. I need not 
touch those points. I have read with 
keen interest the minute given by 
Shri Chandak. I absolutely agree with 
him when he says that the Govern
ment of India must be aware that at 
present different rates of sales tax are 
charged on the same commodity in 
different States. Then he goes a step 
further and refers to the Irregularities 
about sales tax. I have got this bitter 
experience of sales tax in the U.P.
I remember the day I came to thU> 
hon. House. I have been asking the 
hon. Minister whether or not a uni
form basis can be found for the appli
cation of sales tax in the various 
States. 1 may mention for informa
tion that Shri Lokanathan was en
trusted with the study of Sales tax 
procedure and its structure in the 
Madras State. He has also suggested 
that in fairness, there should be a 
uniform sales tax in all the States. I 
do not know the reason— whenever 
we ask about this particular thing, 
we are told that it is for the States 
to accept this suggestion. Some time 
back, there was a conference of 
State Finance Ministers here in Delhi. 
Most probably this matter was also 
discussed, but no final decision could 
be arrived at. The only decision 
which was arrived at is that for 15 
items, sales tax was to be levied on a 
uniform basis and that too at 7 per 
cent. My submission is that by not 
applying sales tax on a uniform basis, 
this particular action on the part of 
the State Governments and on the 
part of the Central Government has 
hit all the businessmen, especially the 
small 'businessmen in all the States. 
*n»ere is no reason why it should not 
be done, on a uniform basis. I fully 
agree with my hon. friend Shri Chan
dak when he says—he is one of the 
Members of the Select Committee—

"These irregularities can be pre- 
vaated if the Central Sales Tax
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Act is made more comprehensive 
embracing all the items on which 
sales tax is charged and put a 
uniform rate in all the States."

2 realise from the various statements 
and answers of the hon. Minister in 
this very House that it is a big source 
•of revenue to our State Governments. 
That may be correct Is it not a fact 
that the businessmen in the various 
States are suffering for lack of unifor
mity in sales tax? If this is an 
admitted fact and if the hon. Minister 
also agrees with it partially or wholly, 
may I submit humbly, why not accept 
this suggestion and levy sales tax on 
a  uniform basis.

Another point which I wish to refer 
to is, what is the basis of this 7 per 
cent? Another Member of the Select 
Committee has stated that this should 
be reduced to 5 per cent—I think it 
is Shri Radha Raman. For this also, 
there is no sound basis. It is only 
said, we feel this is a good basis of 
levying a 7 per cent sales tax on 15 
commodities. But, why have the 
other commodities not been brought 
under this uniform application of 
sales tax procedure? It is said that 
the State Governments have discre
tionary powers to reduce the sales 
tax. May I know from the hon. Minis
ter whether any State Government has 
realised the difficulties faced by the 
various businessmen and whether in 
any State they have reduced the sales 
tax, whether they have used this dis
cretionary power for reducing it? My 
information is that the State Govern
ments have not done it  They may 
do if there Is some advice. I do not 
say, something mandatory. There 
may be something recommendatory or 
sotae advice on behalf of the Central 

<5overnment to the State Governments 
to see that the business community as 
such may not completely lose all faith 
an the sales tax procedures and there 
may not be more sales tax evasion. 
Because, I feel that the rigidity about 
certain rules and the not applying of 
it on a uniform basis have resulted in 
tax evasion. Oar intention it to mike

this system of realising sales tax a 
foolproof system wherein nobody Is 
able to evade and evasion may coma 
to an end. But, the fact is that there 
is income-tax evasion to the tune of 
crores of rupee*, and there is sales tax 
evasion—I do not know; this may also 
be to the tune of crores if we consider 
India as a whole.

Then, about sales tax on food com
modities—foodstuff—in the U.P., when 
food prices are going up, when 300 or 
400 people in the Eastern districts of 
U.P. have died..........

The Depaty Minister of Labtsr
(Shri AMd A ll): How many?

Shri S. M. Banerjee: Three hundred
people. It may be 3 according to the 
hon. Minister.. . .

Shri AMd All: Which place?

Shri 8 . M. Banerjee: This does not 
come under Labour Ministry. In the 
Eastern districts of U.P.

Shri Abld Aii: Which place?

Shri S. M. Banerjee: Deoria,
Gorakhpur—Sir, this time should 
not be counted as I am re
plying—in the Eastern districts
of U.P., 300 men. This was
stated in the State Assembly and 
it was not completely denied by the 
hon. Minister there. My statistics may 
be wrong. It may not be 300; it may 
be ISO. When food prices are rising 
so high in the U.P., there is sales tax 
on foodstuff. Could I not possibly 
suggest to the hon. Minister to see 
whether at least foodstuff can be
exempted freon the purview of sales 
tax? Is it not high time when our 
Government is trying so much to 
bring down the prices of foodgralns, 
that we should also consider the 
suggestion and see that there is no 
sales tax <Sn foodgrains?

Then, about medicines, today Shri 
V. P. Nayar mentioned about fb* 
exhotbitant price of certain medicines 
which the shop keepei* are setting to 
the patient*. There is no ftmd prfcw.
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If lomt medicine is required for some 
epidemic, it can be sold at Rs. IS 
e¥en though it Is worth only Rs. 8. 
CVen after that, there is this sales tax 
on medicine. Therefore, there is a 
genuine request from all quarters, 
from all political parties in UP., that 
at least these two things, medicines 
and foodstuffs, should be exempted 
from sales tax. So, my submission 
is, when we bring certain amendments 
to the Central Sales Tax Act, why not 
dhcuss the entire Act once for all, get 
the opinion of all political parties, of 
all shades of people, and then amend 
the Act in a way which is acceptable 
to all.

I do not think that every amend
ment is moved or brought with any 
bad motives. I welcome certain fea
tures of this particular Bill But I 
must submit very humbly that after 
some time you will have to bring 
more amendments again. So, it is 
better that efforts are made to call a 
conference of all the State Finance 
Ministers, and at the same time invite 
all sections of people from this House 
itself, get their opinion and then some 
uniform basis or procedure or amend
ment should be brought to the Cen
tral Sales Tax Act This will be very 
necessary in my opinion

I want a specific answer from the 
hon. Minister as to why up to this 
time sales tax could not be applied on 
a uniform basis. This is a question 
which everybody asks and in UP. it 
is per cent; not only that, it is 
multi-point in some States and single*- 
pomt in some States. If you ask, they 
say there is no uniformity. Some 
eminent economists have recommended 
this, and Members of the Select Com
mittee are recommending this. So, 
may I know from the hon. Minister 
whether in her reply die would also 
consider this matter, whether this 
question will be reviewed once for all 
to end the heart-burning of the small 
businessmen?

When sales tax was merged with 
exdae duty, I welcomed it. That is 
very welcome because sales tax at 
th» source point definitely avoids tax

evasion, and everyone in the country 
hailed that decision of the Govern
ment In the same way, why cannot 
that be done on a uniform basis. If 
it is done, I assure the House and the 
hon. Minister that tax evasion will be 
less, because the small businessmen 
with all their honesty, just to avoid 
this jugglery and the complicated pro
cedure of sales tax and to keep their 
body and soul together, do all sorts 
of tricks, not all with a bad motive. 
There are sharks in the country here 
and there, they do it, but the system 
and procedure of the sales tax and its 
non-uniform application have com
pletely broken the backbone of the 
busme's community as a whole. That 
is why I wish the hon Minister may 
throw some light on this, and I hope 
he or she will do it.

Shri Achar (Mangalore): I only wish 
to answer one point that was just 
now raised by the Kerala Communist 
Member with regard to sales tax re
garding newspapers

I really thank the Ministry and the 
Government very much for showing 
th s mercy to these small papers
especially.

The Member who supported the 
inclusion of newspapers also for sales 
tax evidently was thinking of only the 
barons of the fourth estate, but what 
is the position of the newspaper indus
try as a whole in the country7 In fact, 
I referred to that when I was speak
ing on the Working Journalists 
(Amendment) Bill. The Press Commis
sion has gone into this question ela
borately and has come to the conclu
sion that more than Rs. (5 crores have 
been invested in this industry, and the 
income they are deriving is hardly 
Rs. 6 lakhs, not even one per cent. 
That is the position of the industry. 
We must not think of only a few big 
newspapers and then say they are 
making profits, have Bales tax also on 
them. I would request the Members 
to consider the position of the indus
try as a whole, and especially of the 
•mailer, the language papers. I would
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even draw th« attention of the Member 
who raised this objection to their 
own papers I know in South Kanara 
how their organ is getting on.

Sfcri V. P. Nayar: We pay sales tax 
from the revenues. It is collected and 
paid.

Shri Achar: Yes, and so it is easily 
said. I know when the newspapers 
are sold, where exactly it is collected 
and how it is paid.

Apart from that, what is the position 
of this industry as a whole? Even 
considering the aspect of the question 
the hon Member has mentioned now, 
are the newspapers capable of passing 
on the tax to the subscriber’  It is a 
conceded fact that they are not able 
They are not able to raise the subs
cription even when the pnce of news
print goes up When that is the posi
tion, if sales tax is levied, can it be 
passed on to the consumer’  With all 
respect I submit it will not be possi
ble

As I have pointed out, it is not a 
prosperous industry, and especially the 
small newspapers in the mofussil are 
m great difficulties, and they are clos
ing one after another

Shri V. P. Nayar: May I interrupt 
the bon Member” He seems to think 
that we have put in our Minute of 
Dissent for levying sales tax on all 
newspapers If he would be kind 
enough to read it he will find we have 
only suggested that on the inter-State 
sale of newspapers with a circulation 
of about 10,000 the Centre may levy 
sales tax. Small newspapers do not 
have so much of inter-State sales I 
believe.

Sift Aehar: Where the exemption 
limit will commence it a different 
aspect of the matter. Except probably 
a lew at Use bigger magnates, what is 
the position? Especially under the pre
sent conditions pf a rise to the price 
of newsprint I would submit K will

not be fair to tax these newspapers, 
particularly as they will not be able to 
pass on this tax to the subscriber.

1 am really very thankful to the 
Government for granting this exemp
tion to the newspapers from sales tax.
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Shri Naushir Bharucha (East Khan- 
desh): It appears that in the heap of 
arguments that are being advanced 
from one side or the other, the major 
purpose of the Second Amendment 
Bill is being forgotten Probably, the 
House is aware that the original Act 
which was passed ran into nine printed 
pages, and the Second Amendment Bill 
also runs into nine printed pages, 
which indicates that. Government 
amendment* are often as long as the 
original Act*. Why? That is so be
cause the whole thing has not been 
thought out in one comprehensive 
measure and an Act enacted so as to 
covar all possible contingencies. To
day, we ar* discussing the Second

Amendment Bill, and I can assure this 
House that perhaps in less than a 
year’s time, the Minister will come 
forward with the Third Amendment 
Bill. Where the whole tiring will end, 
we do not knew.

Let us grasp the purpose of the 
principal Act, and then see what we 
are doing really means. It should be 
recalled that the original Act was 
passed because there was a Supreme 
Court judgment interpreting article 
286 of the Constitution, under which 
the question arose as to the liability 
of a dealer to pay tax, and whether 
the State Government in one parti
cular State could collect it or another 
State as well As a result of that 
judgment, a peculiar position arose, 
and the dealers m Bombay State were 
required to be registered m Orissa or 
elsewhere in any other part of India 
where they happened to send their 
goods Naturally, in order to prevent 
that difficulty, the original Bill was 
brought forward, that is, to avoid the 
difficulty in fixing the place of sale 
and also to avoid multiple sales tax.

The original Act of 1956, therefore, 
laid down tht principles determining 
when a sale takes place. It is a very 
important legal point, namely, when 
a sale takes place, firstly in the course 
of inter-State trading, secondly, when 
the sale is deemed to have taken place 
outside a State, and thirdly, in the 
course of imports and exports Then, 
the original Act laid down the prin
ciples for levy and collection and dis
tribution of the tax It declared cer
tain goods as of special importance in 
inter-State commerce, and it specified 
the restrictions and conditions subject 
to which the State Legislature could 
impose sales tax on declared goods. 
But the original Act forgot one thing, 
namely that it did not provide the 
stage at which the salex tax on goods 
was to be levied.

New, what is the scheme of the 
present Bill? The major purpose is 
to avoid multiple tax by levying sales 
tax at the first stage. With greet res
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pect, I submit, that even now, that 
purpose is not achieved. The Bill as 
it has emerged from the Select Com
mittee does not achieve what the 
amendment seeks to achieve.

The present Bill, clause 3 retains 
section 6 of the principal Act intact 
and adds another sub-section. Section
• of the original Central Sales Tax 
Act reads thus. I might read it out, 
because it is necessary to understand 
it; otherwise, we shall be repeatedly 
coming forward for amending this 
Bill without achieving the purpose.

“Subject to the other provi
sions contained in this Act, every 
dealer shall, with effect from such 
date as the Centra) Government 
may, by notification in the Official 
Gazette, appoint, not being 
earlier than thirty days from the 
date of such notification, be liable 
to pay tax under this Act on all 
sales effected by him in the course 
of inter-State trade or commerce 
during, any year on and from the 
date so notified.”.

This does not at all say at what stage 
the sale is deemed to have been con
cluded nor does it state at what stage 
the tax is to be levied. Now, lmprov- 
ment on this is sought to be made by 
the amending B ill Let us see what 
the amending Bill says. Clause 3 
which seeks to improve upon section 
6, retains the whole of section 6 and 
than says that a new sub-section will 
be inserted, namely: —

'‘Notwithstanding anything con
tained in sub-section ( 1). where 
8 sale in the course of inter-State 
trade or commerce of goods of the 
description referred to in sub-sec- 
iion (3) of section 8—

(a) has occasioned the move
ment of such goods from one 
State to another; or

(b) has been effected by a trans
fer ot documents of title to

such goods during their move
ment from one State to an
other;

any subsequent sale to a register
ed dealer during such movement 
effected by a transfer of docu
ments of title to such goods shall 
not be subject to tax under this 
A ct:-----

subject to the provision that a cer
tificate is produced. Let us see whe
ther the idea that tax is to be levied 
at one particular stage is achieved by 
this or not. It is not achieved, because 
the new sub-section only says*.

(a) “where a s a le ....”.

(a) has occasioned the movement 
of such goods from one state to an
other.”

And still we are left adrift as to when 
a particular sale has occasioned the 
movement of goods from one State 
to another, as I shall presently show 
by an illustration Also, it only says:

“where a sa le .. . .

(b) has been effected by a trans
fer of documents of titles ”

during transit. Then, it says that in 
such cases, the subsequent sale to a 
registered dealer shall not be taxed, 
subject to the necessary certificate 
being produced. All that the amend
ing Bill says is that there shall be a 
tax at one stage only, but it does not 
say necessarily the first stage.

Let us take an illustration. Suppose 
a mill-owner of Bombay contracts in 
Calcutta, while he happens to be in 
Calcutta, for sale of goods at Madras. 
Then, apply this wording, and you 
find that the. difficulty arises imme
diately. The operating part of the 
present amending Bill is:

‘Nothwithstanding anything con
tained in sub-section (1) where 
a sale in the course of inter-State 
trade or commerce of goods of the
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description referred to la sub-sec
tion (S) of section 8—

(«> has occasioned the movement 
of such goods from one State 
to another;”.

Now, from which State has the 
movement been occasioned? Would 
it be Bombay or the State of Bengal 
-where the agreement was arrived at? 
We do not know. The result will be 
that Bombay State will claim tax say
ing that the principal office of the 
mill is at Bombay, and therefore the 
liability to pay is in Bombay. But the 
Bengal Government may say that the 
agreement has been signed in Cal
cutta, and therefore, the movement of 
the goods has been occasioned or 
started from Calcutta. Still, we do 
not know. As if this is not enough, 
the Select Committee has complicat
ed the matter still further by 
providing a definition of the “place of 
business’.

If we turn to clause 2 at page 2, 
we shall find that *Dlace of business’ 
is defined as follows.

(dd) 'place of business’ includes—
(i) in any case where a dealer 

carries on business through an agent 
(by whatever name called), the place 
of business of such agent; . . . ” .
What does this mean* Suppose, for 
instance, a dealer carries on business 
through an agent

It may be a commission agent or it 
may merely be a muccadam who does 
the work of forwarding and despat
ching, let us say, bales of cloth. 
Supposing even for convenience’s 
sake, the goods are transhipped at 
one particular place, because tran
shipment is necessary, and the agent 
or muccadam has to see that the 
transhipment takes place jSroperly, it 
is immaterial by what name I call 
him; he is my agent under this Bill. 
Therefore, I am deemed to have carri
ed on business in that particular place 
of transhipment. For instance, goods 
have bo be transhipped at Nagpur

while they ay* passing from Bombay 
to any other place. If I keep an agent 
to facilitate and look after the tran
shipment at Nagpur. 1 am deemed to 
cany on business at Nagpur also! So 
instead of simplifying the whcOe things 
we are creating more places of busi
ness. Therefore, the original com
plaint will come back that several 
States will say that the 
dealer is liable to pay sales tax 
m their States. I would ask the hon. 
Deputy Minister how she proposes to 
get over this difficulty.

Also, one thing is not clear to my 
mind Under the Contract Act. the 
property or the ownership in the goods 
passes on apportionment, if you appor
tion the goods to a particular party, 
in that case, the ownership of the goods 
passes on to the purchaser. Suppose 
a contract is entered into at one 
place— the goods need not be in that 
place— and apportionment takes place- 
m another place. Which is the place 
for the purpose of determining the 
liability of the dealer? It is difficult 
to make this out.

It would appear to me that in the 
maze of arguments we are forgetting 
how the original Sales Tax Act 
came to be amended and we are also 
forgetting the major purpose which 
we seek to achieve by this amending 
Bill Therefore, I have no doubt that 
the hon Minister will come a third 
time for a third amendment of the 
Sales Tax Act

One of the difficulties m the admrns- 
tration of the Sales Tax Act is that 
the provisions are complicated. They 
cannot be rendered simple beyond a 
particular stage Article 286 of the 
Constitution itself is very complicated. 
What is happening is that not even the 
officers, collectors and so on, know 
exactly what the provisions are with 
the result that each sales tax officer 
thinks that he should not come into 
trouble for not having charged the 
tax. So he tells the dealer- “Whatever 
may happen to you in other States, 
pay the tax m this State’ Whatever 
may happen afterwards, it does not 
matter to him. He is not concerned 
with what is going to happen to you
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la other States. Ibis is because each 
sales tax officer seeks his own safety. 
If he taxes by mistake, refund can be 
.given; but if he fails to collect tax, 
thea he will be held liable.

It is the duty of this House to see 
that all these difficulties are elimina
ted. We are trying to bring amend
ments one after the other. It will 
perhaps interest the House to know 
that within 9 months of the passing 
of the first amending Bill, we have 
come for the second amendment. We 
will again have to come for the thii>d. 
This thing has got to stop. Why? 
Because, apart from the complications 
it introduces into the Act, the compli
cations in the administration from 
changing laws are so great that no
body understand exactly what is the 
position.

1 might give an example The Bom
bay Sales Tax Act was changed 9 
times within 18 months because of 
-changes that took place as a result of 
either the High Court holding that 
•the entire Act was invalid or due to 
■other circumstances. The position 
"here is not much better than what 
^obtains in regard to the Bombay Act.

Therefore, I would appeal to the 
hon. Deputy Minister and say that the 
-whole question requires to be consi
dered by a committee of lawyers. 
With very great deference, I submit 
that this is a question which requires 
to be considered only by a committee 
of lawyers. May be that merchants 
may come and tender evidence and 
express their views The Bill as it has 
emerged from the Select Committee, I 
very respectfully submit, does not 
«olve the major problem which it 
seeks to solve.

Dr. Melkete (Raichur): I have gone 
-through the amendments and recom
mendations of the Select Committee. 
1  feel that they are not sufficiently 
compnfeensive.

Generally speaking, the matter that 
hag been gone $nto has been with 
regard to the collection of sales tax

properly so that evasions may be avoi
ded. But there are other larger ques
tions which have not been tackled. 
The matter that has beat tackled is 
with regard to the merchant selling 
his goods to the consumer and how 
after sale, collection of sales tax could 
be properly effected. But there am 
other matters; as one of the hon. Mem
bers pointed out, there is the larger 
question of uniformity of sales tax all 
over India. This problem bristles 
with plenty of difficulties because in 
each State the sale of the particular 
goods and the quantum thereof vary, 
and each State has to make a certain 
amount of collection in order to get 
sufficient money for its own exchequer. 
That is one of the reasons why the 
incidence of sales tax and the method 
of its collection—whether single-point 
or multi-point tax—vary from State to 
State, bringing in lots of difficulties.

For instance, sales tax with regard 
to bidj varies between Bombay, the 
ex-Hyderabad State or Andhra Pra
desh and Madras in such a manner 
that business flew from one to the 
other and a lot of illicit transactions 
took place between one State and ano
ther. Now that sales tax is a Central 
subject, I felt that this problem of 
making it uniform so that business 
may not fly from one State to another 
would also be considered. But I see 
that no such problem is being tackled 
here.

But this is not the main point that 
I wanted to make. What I wanted to 
say was that the quantum of sales 
tax collection has to flow back—and to 
a large extent does flow back—to the 
individual State where the tax is col
lected. In this matter, I had occasion 
to speak elsewhere where I pointed out 
that to a large extent, States like 
Bombay, West Bengal and Madras col
lected plenty of sales tax because the 
principal offices were located there, 
though the consuming public were in 
different parts of the State in the inte
rior like Punjab, U.P. Andhra Pfkdesh, 
Mysore and so cm where the States do 
not have tolls. This is particularly so
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in the case of goods that flow in from 
outside. These goods come into those 
ports and. are subsequently sold in 
these places to the detriment of the 
riifferent States. 

Therefore, I felt that it should ulti
mately be the consuming public, that 
is, the States where these goods 
are consumed, which should benefit by 
the imposition of the sales tax. This 
aspect has not been tackled at all in 
this amendment. If it has been tackl
ed, and tackled satisfactorily, the hon. 
Deputy Minister would satisfy me on 
that point. 

I have nothing more to add. I just 
felt that if this aspect had not been 
tackled, it would be taken up by the 
Deputy Minister. 
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Shri matt Tarkeshwari Stnlu: Mr.
Deputy-Speaker, Sir, many hon Mem
bers have raised points, some of which 
I have already covered in my speech. 
But because they have been raised 
again I will take some time to reply to 
them

One of the hon. Members has raised 
the point about newspapers—that they 
should not be exempted He has men
tioned a note of dissent given by two 
hon Members of this House But he 
himself has quoted item 92A of List I 
o f the Seventh Schedule I am quoting 
the same item for expressing tfie limi
tations in the matter. For levying tax 
on the sale or purchase of goods other 
than in the course of inter-State trade 
or commerce, as already mentioned by 
the bon. Member, powers are derived 
under item 92A of List I o f the Seventh 
Schedule. The item reads as under:

"Taxe* on the sale or purchase of 
goods other than newspapers,

where such sale or purchase takes
places in the course of inter-State
trade or commerce.”
That means that newspapers are 

completely out of the purview. There
fore, newspapers have to be excluded 
from the definition of “goods” and we 
have no authority or power to bring 
newspapers under this Bill because 
we have been barred by the Constitu
tion. For levying taxes on newspapers, 
separate legislation has to be brought 
forward and that has to be brought 
under item 92, if necessary. I won’t 
like to take the time of the House 
further because this does not come 
under the purview of the present Bill 
at all

Another point has been raised that 
sales tax on many items should be re
placed by excise duty. An hon. Mem
ber suggested that for making it a uni
form rate of tax, the sales tax should 
be completely changed over into excise 
duty I want to say here that, perhaps, 
the hon. Member has in mind 
what we have recently done m the 
case of sugar, rloth and tobacco where 
we have- converted the sales tax into 
excise duty He, perhaps, thinks that 
it is within our power to go on extend
ing the scope and limit of that excise 
duty That is not possible.

The subject-matter of Central sales 
tax at present >s defined and a demar
cation has to be made between the 
State and Central spheres of taxation 
on sale or purchase of goods. Under 
the Constitution the State Governments 
have got the power to decide the juris
diction of the sales tax an<?. they have 
been given full authority to levy sales 
tax. And, so, it is not in our power to go 
on indiscriminately levying the tax on 
sales or converting sales tax into excise 
duty I think the hon. Member has 
forgotten this fact that this sugges
tion is completely beyond the scope 
or purview of the Bill. So, I do not 
think that that suggestion, can be sus
tained here or considered.

Another hon. Member has suggested 
about the uniformity of the tax and
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that 7 per cent is too high a rate and 
that while making this uniformity we 
should reduce the burden of the tax 
from 7 to some lower figure. He has 
also mentioned the names of the mem
bers of the Select Committee who have 
given a note of dissent in this matter

I have taken much time of this 
House to explain why we have made 
that 7 per cent. But I would like 
again to stress this fact that sales tax 
is a tax primarily on the consumption 
of an article and that Central sales 
tax is applicable to the cases of tran
sactions only in the course of inter
state trade In levying sales tax on 
inter-State trade, the mam intention is 
to ensure that some revenue accrues to 
the exporting States without raising 
unduly the burden on the consumer m 
the importing State. For this purpose, 
to bring the uniformity which the hon 
Member has mentioned, we have fixed 
the rate of one per cent for the regis
tered dealer in one State and one per 
cent for the registered dealer in ano
ther State It is only m the case of 
un-registered dealer that this differ
ence has been made While making 
this difference we have always kept 
in view the more important items, the 
declared goods as they are called 
Already the consent of all the State 
Governments has been obtained for the 
uniform rate of tax And as I said, 
sd’es tax is a State subject

The Central Government can only 
make recommendations. We had a 
Conference of the Finance Ministers 
and there we discussed all these points 
and tried to recommend uniformity as 
much as possible. But because this 
source o l revenue is so elastic and 
paying it is very difficult for the Cen
tral Government to convince or recom
mend to the State Governments to 
adopt what it would like them to adopt 
The States are very zealous about 
their rights because this is one 
of their largest sources of revenue. 
So, we have our own limitations. I 
can assure the House that within 
those limitations under our Constitu
tion, we have tried our best to bring

Tate o f uniform sales tax over all

these fifteen items sb a result of our 
deliberations

Shri S. M. Bamerjee: The hon.
Deputy Minister told us that the Cen
tral Government has recommended to 
the State Governments May I know 
whether any State Government had 
accepted those recommendations9

Shrtmati Tarkeshwari Stnha: Even 
the seven per cent that is going to 
be levied on unregistered dealer was 
discussed there It was with the 
agreement of most of the States it 
was done Some were levying a 
higher percentage and some a lower 
sales tax After discussions, the most 
scientific basis that we could arnve 
at was seven per cent for unregister
ed dealers 1 can say this with all 
clarity that this percentage has the 
consent and cognisance of all the 
State Governments Therefore, the 
objection raised by two hon Mem
bers of the Select Committee cannot 
be sustained on this account

Another hon Member has covered 
the whole range of State and inter
state sales tax He doubted the in
telligence of the Bills, the original 
as well as this draft Bill He has 
given an assurance on my behalf to 
the House that I am going to bring 
another Bill very soon I can assure 
the hon Members that I am here 
to speak for myself and if I have to 
assure the House that I win come 
again with an amendment, I will 
myself give that assurance and he 
need not take the trouble of doing 
that on my account

Shri Naushir Bharueha: The assur
ance is on my own account; not on 
her account

Shrimati Tarkeshwari Sinha: But
I can assure him this, that we have 
tried to study the pros and cons of 
sales-tax from all points of view and 
that is the reason why all the Finance 
Ministers came here and we had a 
conference and deliberated over all 
these issues. One of the purposes of 
sending this Bill to the Select Com
mittee was also to bring out as much
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[Shrimati Tarkeshwari Sinha] 
c'Jarity of ideas and thought5 as pos
sible. And I hoped I would be able 
to satisfy so far as the simplification 
of this Bill is concerned almost all in 
this House; but as he is very famous 
for not being satisfied, I am satisfied 
of the fact that I cannot satisfy 
him. 

He has raised some objections over 
clause 3. In clause 6 it is clearly 
mentioned t:iat the State from which 
goods physically move-I should like 
that he marks these words 'physical'ly 
move'-will have jurisdiction to _levy 
the tax irrespective of the place 
where the sale is effected or a con
tract is signed. 

Shri Naushir Bharucha: Where is 
'physical movement'; there is no suc'l 
thing. 

Shrimati Tarkeshwari Sinha: For 
a lawyer of the eminence of the hon. 
Member, I think that is' quite obvi
ous, it is inherent in the whole 
clause G. 

Shri V. P Nayar: A Minister of 
her eminence can do well also. 

by the hon. Member that we have 
widened the scope of the place of 
business in the amending Bill now 
before the House. 

The question of doub'le taxation 
does not arise at all and I do not 
think that I should elucidate the 
point any further. 

There have been some points raised 
about the sale of foodgrains and 
medicines. There may be two opi
nions about it, that there should be 
no sales tax on food and medicine�. 
They say so. I do not deny the justi" 
fiability of the thing but our scope 
is so limited that we cannot sort of 
press the States not to levy tax on 
foodgrains; these are completely 
State subjects and they can be ex
empted from taxation by the States 
alone. So, I do not think it comes 
under the purview of this Bill. I 
can inform the hon. Member that it 
is not always necessary that the 
States should accept all our recom- .. 
mendations. Sir, I have nothing more 
to add and I thank you very much. 

Shri Tangamani (Madurai): The 
Law Commission has recently sub
mitted a report about suitab1y amend
ing the law relating to sales tax. May 
I know whether this amendment was 
brought in line with its recommenda
tions? Or, is another amendment 
likely to come? 

• 

Shrimati Tarkeshwal'i Sinha: This 
was one of the points which took 
long deliberations and after all that 
we decided that it should be decided 
by the actua'l movement of the goods 
-and not by any other condition. It 
has been clarified. 

Shri Naushir Bharucha: May I also .,. 

He has referred to another point 
about the place of business. Its scope 
has been widened in order to cover 
all contingencies that might arise in 
t'i.e minds of the hon. Members 01· 
the business people who do business 
have to pay sales tax. The place of 
business has been widened by mak
ing some additions in the amending 
Bill. It is defined to cover all con
tingencies where the dealers move 
goods from different States even 
though they have no established office. 
The hon. Member referred to this 
point but it is only for protecting and 
safeguarding that very point raised 

know whether she would give us aa 
c1ssurance that Government will not .,, 
come with an amendment? I will 
l)e satisfied wifa that. 

Shrimati Tarkeshwari Sinha: I can 
speak for myself and can give assu
rances on my behalf when it is neces
sary. It is not the duty or the busi
ness of the hon. Member to give 

assurances on my behalf. 

is: 
lVIr. Deputy-Speaker: The question 

"That the Bill further to amend 
the Central Sales Tax Act, 1956, as 
reported by the Select Commit
tee, be taken into consideration." 

The motion was adopted. 
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Hr. Dep«ty-9peaker: Amendments
1 and 2 have been tabled just now, 
both are out of order (Interrup
tion*) I would draw the attention of 
the hon Member to article 110 of the 
Constitution and article 1 1 0 ( 1 ) (a) 
refers to the imposition, abolition 
remission, alteration or regulation of 
any tax Then in article 117 he would 
see that if any reference is made to 
it, anv law or amendment would 
require the sanction of the President 
It has not been obtained The hon 
Member, Shri Kodiyan wants that 
taxes be levied even on newspapers 
That would be an imposition of a tax 
and therefore, the permission of the 
President is necessary

Shri V P. Nayar The point raised 
m the amendment is not that In the 
original Sales Tax Act, tht words 
were not included This is an amend 
ment which seeks to bring in the 
particular clause the word newspapei 
we want the status quo to be main
tained

Dock Workers’
Demands

Shrimati Tarkeshwari Sinha- Sir, I 
move

“That the Bill be passed"
Shri V. P Nayar rose—
Mr Deputy-Speaker- We have to 

take up another item at 3 00 PM

Shri V P Nayar This mav be held 
ov< r

Shrimati Tarkeshwari Sinha No, no
Shri V P Nayar I want to speak
Mr Deputy-Speaker If there be no 

objection in taking up the other thing 
aftei ten minutes

Shri V P. Nayar Let the House 
ait foi ten minutes more Sir because 
that is also equally impoitant pei- 
haps more important than this

Mr Deputy-Speaker All light Then 
this will be taken up next time 
Motion moved

Mr Deputy-Speaker No Tht Bill is 
there and now an amendment is 
being moved The Bill seeks to 1m 
pose certain taxes for which sanction 
ha;, been obtained The amendment 
also must have permission of the Pre
sident before the tax can be vaned 
So, it is out of order Similar is the 
fate of the other amendment also 

There is also article 274(1) which 
sa\s

No Bill or amendment which 
imposes or varies any tax or duty 
in which States are interested, or 
which varies *he meaning of the 
expression ”

15 fan.
Shri V. F. Nayar: That is clear
Mr. Depaty-Speaker: There are no 

amendment̂  1 shall put all the 
clauses together The question is

“That clauses 1 to 12, the Enact- 
mg Fo*3pula and the Title stand 
Part of the SHI.”

The motion was adopted.
%»M?» 1 to tfw SnMctine formula

***** w«*7 added to tfw Bill.

‘ T h a t  the  Bill b e  passed ’
Shri V P Nayar Then I am on 

m> kfis Sir

15 02 hrs

CHAUDHUR1 COMMITTEE’S RE
PORT ON PORT AND DOCK 

WORKERS DEMANDS

Shri Asoka Mehta (Muzaffarpur) 
Sir I beg to move

‘That the Chaudhun Commit
tee’s Report on Port and Dock 
Workers’ Demands and the Gov
ernment’s Resolution thereon 
published in the Gazette of India 
on the 21st July, 1958 be taken 
into consideration ”

Sir, I am happy that when we take 
up this discussion of the situation that 
is today prevailing and is likely to 
develop in the ports and docks in our 
country, we have as the Minister-ia— 
charge an old friend of mine about




