
q so  t^To wtwmt: «wr ntsft 
#<r %  ^ f t » r  *  ^  if  * t f  f t w *  % ? 

«ft wrfro t * r : *rt$ % n r ^  | i

^hrtyiW f'kftr^ : *FTT *reft JTffcq- 
3RTFPT f% VTV̂ r TT̂ ff % *ltsfV Tt 
fsRT ot ^  vnrR nff *fit 
*rf f o r  *nr^ *r ^ b% ftrtr 
?ftm *r aft stst "ft **?*r $> »rf jsftr 
3>?{W ’sft 2f»r*r ?nn[ ^
■*ft 5nfeft s>ft % fax* «rarr f t  *rf, 

^ 5 i  *f?»T5r % iff— w t j[w 
3 srs^rf t  ?

MR. DEPUTY-SPEAKER: I do not 
think that question arises because
^qrrrcft ift wrc*ft | I

*hrttW W *Tf&S: *PS|T f*
faw OT ^ 'Tf'TRT fifOT

^  ^TT f m  I ^ W &  rftr CTT *Tf[#
irh: * w ft irtr t t  «r? ?fr vrm&r 

t 8TRT «ft %f*FT ftrer ?FT ^ tT̂ TPTT WF 
f w i  ^  Sr «n r  **r f t  *rf i

Uniformity In Sales Tax on various 
Items in different States

*259. SHRI KACHARULAL HEM- 
RAJ JAIN: Will the Minister of
FINANCE be pleased to state:

(a) whether he is aware that the 
policy of imposing sales tax in Madhya 
Pradesh and itg neighbouring States 
like U.P., Maharashtra, West Bengal, 
Bihar, Orissa on various items is not 
uniform and different rates of taxes 
are charged in different States; and

(b) whether Government propose 
to suggest to the Government 0f these 
States to try to bring uniformity in 
the matter of sales tax on various 
items in consultation with each other?

3 Oral Answers

THE MINISTER OF FINANCE 
(SHRI H. M. PATEL): (a) Yes, Sir.

(b) Levy of tax on sales or pur
chases of goods taking place within 
a State is a State subject o f taxation. 
It is, therefore, proposed to discuss 
the question of rationalisation and
uniformity as between States of their 
respective sales tax rates, with the 
State Governments.

WlfWRT forcm aR : iTRFfhT
^iwrar *r$tor, vrsnzt

<far APT fT *rrT sftr %?* % yjri 
f (  sr ĵff % *tstc f  %fiFT 

*pt»t snimft % vttot 
t  ?  5r t  k m w  £ *rV txqpr arsr w f t  

’TTTT 5HT T$T t  fa: W ffH K fadHI
1 itt $ srnm

* tt ^ r r  j  fa  ir f*r*ff <tt

tv *  jtwt srir Sf fir®ft qr
7  T&fe vftr r̂fw: arm; w n  $%rr 

^rfNxr r̂rn £s*fr *rt ^rift $ 1 
swrer t  %tt f r o *  % f r  *rnr wft 

STPcff *rfcrff *FT ^TTTT %
» r r a %  i r  w t  °i

<rnMWT FT̂ hm : «TTT ?T<fR I

f i w w  i h r : ^tt

 ̂ ftp T̂T ir *Pt jftfrT
f n r r c m  %  w n r r r  irt<ft ? n f t  jf m t

cTT ^  rTO ?

SHRI H. M. PATEL: It iH a
State subject under the Constitution 
and therefore we cannot change any
thing until we persuade all the State 
Governments to agree to its abolition, 
and its replacement by some other 
form of tax. We have to live with
it. But, in the meantime, as I have
said earlier, our efforts to persuade 
State Governments to forego the tax 
and accept some other arrangement 
are continuing.
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«ft ip n w m  $>rrar 4 *  :
nftew, f m  t o t  m *  m r  %
sarrT Tt F̂T STO 3FT?TT U l  % %F& 

tffawr T5T *r ^'T ^  frfT «nr 
fa  ^fst wrarn: am<f %,
f»r Hitir i sfktt v t
ft5r »r̂  W*R *PT *T 
t  *Rfr *tfrt T̂f?rr g

Tff ̂ nrMT r̂ 'jf*T<TT m t<fT *pt fP’WTT fâ pTPT 
f , ^ r  sr^ft *r srnr wft *r«r
5FT% r̂r t| t  ?wr *r fa<Rr ih r

w t t  ? ^  *tpt <n£f q?t ?R5FR |,
3̂*t TFJ*ft ^ rrsrm  ^  ?w

*?rm ?
SHRI H. M. PATEL: This matter

has to be dealt with on an All India 
basis, and we shall have to try to
persuade all the State Governments
■before we can take any effective steps.

DR. VASANT KUMAR PANDIT:
Will the hon. Finance Minister kindly
inform us whether the Central Go
vernment is considering a proposal to 
have a turn-over tax at one »tage and 
a tax based on the VAT system, thst 
is, Value-Added Tax and whether
these two schemes have been dis
cussed wi‘h the various States, to
abolish both the octroi and sales tax?

SHRI H. M. PATEL: The question
of Value-Added Tax and Turn-over
tax was considered. The Committee 
presided over by Shri Jha has sub
mitted some recommendations in that 
respect. We. are examining those pro
posals. But these have no relation
ship with sales tax. Sales tax stands 
on its own. The Jha Committee has 
also said that it will be difficult to
get the State Governments to agree
to the abolition of the sales tax and 
therefore the next best thing which
ought to be attempted, and which we
shall also attempt, is to see if in 
selected commodities State Govern
ments could be persuaded to have
certain form of uniformity. This also
is another line which we shall he
pursuing.

lita swwr Wnft: *
»Hldl *flif ^ fir3PFtT?T: 3TRT *u«ii
% f a  jp r  ;sFT WJrif ;

| fa SrfsFT
wr m  ^

fairrt?
fr  f ^

p r  I — JRT 5PfTR STFT %
jjrt | ?nsrr zr? *ft arrnsTT** fa w  *  f ^
STFT ^ VTFEWrar *fV $ ?

SHRI H. M. PATEL: There is no
question of having an alternative
until such time as we can get the 
State Governments to agree to its 
abolition. Now, the General situa
tion is, even those States and State 
Government which might be willing
to consider their abolition are really
reluctant to do so.

im  ivr™ fvm^ i |—
*rcrr ^ ^  | ?

SHRI H. M. PATEL: I have met
all the Chief Ministers of State Go
vernments and discussed this question
with them but the general response
has been most discouraging.

SHRI R. VENKATARAMAN: Sir,
the hon. Finance Minister is aware
that sales tax is the only elastic 
source of revenue to the States and 
that, by levying a discriminating 
tax either by way of a single point
tax or a multi-point tax, they are
able to increase their revenue so as 
to suit the needs. If the hon. minis
ter says that there should be unitor-* 
mity in tax, would he insist tm a 
single point tax in all the States in 
which case he may take away the 
States’ right to manipulate their
income?

Or if you say that there will be
only a multi-point tax, this will
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create some difficulty. So, I would
like to know from him when he says 
that he would like to have a uniform
tax, what is the uniformity in taxa
tion that he has in mind?

SHRI H. M. PATEL: There is a
little misunderstanding in this 
matter. First of all, my efforts must 
be for the abolition of the sales tax 
as such. I am fully aware of the 
fact that this is the only elastic form
of tax which the State Governments
have. And that is why in my dis
cussions what I have said is not that 
if they are to be compensated, they
will be compensated only to the ex
tent of their revenue as on the date 
of agreement for abolition. But, the 
incremental rate in the salestax will 
also be taken into consideration in 
trying to arrive at such a figure.

But, since there is a general re
luctance to accept this thing, we may 
pursue one of the suggestion? of the 
Jha Committee.

Tbtir suggestion was that there
are some commodities in respect of
which we shall try to see if there
could be uniformity in rates in 
difft.ent States. Variation in the 
rates create ceitain difficulties I
was not suggesting any other form
of uniformity like whether there
should be a single point tax or a
muiti-point tax. These are alterna
tives for sales tax. These can be
considered only after we come to 
the conclusions that there is just no
possibility of persuading the State 
Governments to the abolition of the 
sales-tax.

SHRI YESHWANTRAO CHA- 
VAN; May I ask a question? The 
Minister has said that he has not so
far succeeded in persuading all the 
State Governments. Possibly it
would mean that he has now come to
a stage that he does not want to pursue 
this question. I think this would be a 
right thing for him to do. In the 
case of salestax, this is not purely

a taxation measure. There are cer
tainly political aspects involved In 
that. At the present moment, there
are problems between the Stales and
the Centre the main aspect of which
is financial and economic.

With this background, is it ever
wise to consider giving up the only
flexible source of tax that the States 
have? Would it not create a more
complicated position? Minister him
self says, he has not succeeded so
far to persuade all the State Gov
ernments. I do not think there will
ever be a Stage when all the State
Governments will agree to this posi
tion So, it is much better and wiser
for the Government to come forward
and say that they have given up this 
point

SHRI H. M. PATEL: This is an
advice which I will certainly give
due weight to. Sinco this has come
fiom an experienced person.

m t  jfRsftor h :*rsrr fr fr
?n=r prt jpTFiT sfsft *nreTSnr w

TT3ST 3TT *TRTr<T % f?Trr
JTjft WTffi i trpHfar 
snfr fr fr  w v  fo r  t̂ttt
w t fr  pfw sms *rf<r fr t anrerr
qi€f wr «ipr<rflr 1 9 7 7  ir «rer
«rr a* vr «tt fr

w f  % w
tr^Tf=nr ITT ^cTT I 1 977 t
3RT STFT * 3W ST frlfT rff

5T̂ t §*T I ?TT
S W ftq - vzv&i 5r yam
^rnrrr f  f r sjt«t srer* 3ft %

Sr v r  %  ^ f r  ^ptctt q n ff t i t

| t  tm  m v z
1 t t tw  ^  fr fr  *mrr *n*r 

i ’m  ̂ ft vw ^
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lIT ~'fi <iT ~VB" ~, ~T ~ ~T~~
eR:~f~m ~ <1~ ~ ~Tf'fi ~P1B"1f"{lr~T~;ft
~B" :erT'i 'fiT q-"{~ 'fi"{"{~ ~ ?

SHRI VAYALAR RAVI: This is
.a very good suggestion.

SHRI H. M. PATEL: I do not know
what the suggestion is. If the sug-
gestion is that I should proceed
'State-wise, that if some States agree
'I should ask those States to abolish
<it then that Suggestion is not practi-
-cable. Difficulties will arise because
1 have to proceed on finding an al-
Tternative form of Central tax. The
-excise duties which I levy in order
to compensate the loss to the States
'Of the sales tax revenues will call
fOr constitutronaj arrangement. This
'is not possible unless all the State
'Governments agree. There are these
difficulties. Therefore, if you say
'that I may pursue with the Janata
Party now to consider all these di-
fficulties and think again, I have no
objection. But I think it is not ne-
cessary as all of you are here and,
I am sure, you will be communicat-
ing these difficulties to the Party. I
'ha-ve said that I am still rrot giving
-up the hope that I may be able to
-oursuade them. It may be one of
the impossible hopes according to
.the Leader of the Opposition but we
certainly wish to make an effort.
Perseverance arid patience is still
'QUr answer.

THE PRIME MINISTER (SHRI
MORARJI DESAI): May I make it
dear? My hon'ble friend does not
'have a conception 'of the change. It
has been said that Sales Tax should
be replaced by excise. I stand by
it. I tried to do it fifteen years ago.
I could succeed in three items and
those three items were converted but
afterwards they said, they want to
withdraw 1iheir consent. That was
not allowed. It is a question of re-
placing Sales Tax by Excise. When
only some states agree and others

10

do rrot agree how am I going to do
it? It cannot be done in parts.

SHRI YESHWANTRAO CHAVAN:
We don't want it to be done.

SHRI MORARJI DESAI: That is
true. I am trying to explain .

SHRI KANWAR LAL GUPTA:
What about our own Governments!

SHRI MORARJI DESAI: Why are
you so much provoked by your own
ideas? Why don't yOU look at it little
dispassionately? How can I introduce
it only in Janata party governments
or in few other governments? Sup-
pose an agree but one does not, what
am I to do? I abolish the sales-tax
there and levy excise? How will that
apply to ,other States? They will
have additional excise and sales-tax
as well. What will be the burden?
You do not see the difficulty. It is
very wen to say "do this and do that."
We want to do that. I would like to
do that but there are conflicting inter ,
ests. They have also to be' taken into
account.

SHRI YESRW ANTRAO CRAVAN:
It is impolitic now to try to abolish
sales-tax because it will create poli-
tical complications. Sales-tax is the
only flexible source of income to. the
States. So, this item of the manifesto
of the Janata party is unrealistic.
Therefore, please giVe up this idea of
replacing sales-tax with certain ex-
cise duties .

•
l>;;fT~lm;;'~fffCfR:T 3;fb1:f~ 'ifT,

It ~l<:r m'fiH ~ "!Trf',T ~ ~ f'fi
"far ~ qrcr ~ 3;ftH ,!rrrcr ~-qg
i'f ;;r;:rcrr ~ <1q 3;f~ fu<rr fc!; "far
~ mr~ ~m er<[ fCfiliT-'fi"{~
rn ~T ~ ifT ~B" qem ~T mttf1S'fi i'f
~'1T '<ITf~ ~T f'fi ~C;:B" ~ B" 'FT qmrr
oRlTT f'fi ~T I ~T ftf,"{1.fllT CfiRUT fc!; ~

m'if ~ mm ~ "!Trfff ~~ ~
~T ~T f'fi f~T -'fi"{~ fc!;<iT 'ifm ?
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$ f r̂ar «rr f% sn? ?nft 
SWT | 3TST x*  ?s«r i w%
f^^TcTwrtTr i | f r  ̂ Ffr#.f^r
Sr *Ff forr i

SHRI KANWAR LAL GUPTA: 
So, Sir, it is clear that Mr. Chavan 
does not want abolition of sales-tax.

MR. DEPUTY SPEAKER: You have 
to draw your own inference.

SHRI VINODBHAI B. SHETH; Sir, 
is the government thinking of chang
ing the definition of the word sale 
so as to cover the consignment sales 
as inter-State sales as there is lot of
evasion of inter-State sales-tax and 
as the goods are despatched under the 
garb of consignment sale? Actually, 
they are inter-State transactions. 
There is loss of revenue to the tune 
of Rs. 4 crores in Guiarat alone on 
this account.

SHRI H. M. PATEL: We will five
seiious consideration to this.

SHRI HARIKESH BAHADUR: 
There is a lot of corruption in the
Sales Tax Department and, if I say, 
almost all the officers of this Depart
ment are involved in serious coirup- 
tion, I think I will be correct in say
ing so; though it is a bad thing but it 
is correct. I would like to know from
the hon. Finance Minister whether he 
is going t0 suggest some ways and 
means to the State Governments so 
that the corruption may be mini
mised.

SHRI H. M. PATEL: Yes, we will
certainly look into that.

SHRI RAGAVALU MOHANA- 
RANGAM: The States were persuad
ed for abolition of sales-tax and 
octroi I would like to know from the 
hon. Finance Minister—when the
sales-tax is considered as a ‘Kama- 
dhenu’ for all the States—what is the 
necessity of taking away this tax from

the States. Is it the first step to re
move more power from the States and
hand it over to the Centre?

SHRI H. M. PATEL: Sir, again the 
question is why should such an at
tempt is made to persuade the State 
Governments. Now, I recognise that 
this is a ‘kamadhenu’ for the State 
Governments and that is why if any 
alternative is going to be proposed, 
we will see to it that the alternative 
will also serve as a ‘kamadhenu’ . 
Therefore, the hon. Member must 
rest assured that nothing will be done
in haste and no State Government’s 
position will suffer.

Tra*nft : TFszr 3fr
bpr  *ht ^  Tff % m  n&FT *fr

I  $*T«PT njfT W  ^  •T̂t
& fr n m

*gr zm w  w t ?  w rtrrr
vrf &=nrr *tt wvft |

wr T̂ =r

SHRI H. M. PATEL; I have already
said that we are suggesting an alter
native. What we will do is for us 
to think, not the State Governments 
and therefore, the point that the State- 
Governments to be assured of is the
income that they get from the sales- 
tax and that they should not suffer 
from. Central Sales tax is the same- 
as the States sales-tax because it also 
goes to the State Governments and 
that will also be taken into account. 
As and when they agree to abolition, 
the question of compensation will be
considered.

SHRI KRISHAN KANT: May I
submit what the Leader of the Oppo
sition has said is incorrect? Even the
Jana la Party Manifesto has said that
in consultation with the States, sales- 
tax will be abolshed. That was pro
vided in the election manifesto. Se—
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Secondly, the whole idea is that if the
sales-tax as now imposed is conti
nued, the income to the States would
be less. If it is one point system, the
States will get more than what they
are getting now, because at present 
corruption is there and there is more
expenditure on staff and other things. 
So, the States will get more if it is 
one point tax system rather than the 
method that is being now adopted. 
The whole exercise of the Govern
ment will be to see that the sales tax
abolition is done in such a way that 
the States get more revenue than what 
they want. Moreover corruption and 
vanous other malpractices and more
spending on the staff will also be re
moved.

SHRI H. M. PATEL: I think what 
M.- Krishan Kant has said is quite
correct I think the hon. Members 
have leeeived the explanation from
Mr Knshan Kant as to what was the 
thinking that went on when the draft
ing of the manifesto was being done. 
And us he says rightly, in the mani
festo whatever is done, would be done
in consultation with the State Gov
ernments.

PROF P G. MAVALANKAR: I
quite see the point of the hon. Fin
ance Minister and also of the hon. 
Prime Minister that this problem is 
very difficult and it cannot be solved
unless all the State Governments
agree to it. But since he says—and 
also adds that he is an eternal opti
mist—that he will go on persuading 
the State Governments, I want to ask 
him—when he says that he will first 
want the State Governments to agree
to abolition of sales tax and then
discuss the alternatives—what is the 
point of his saying that the State 
Governments must first agree to abo
lition and then discussion will start? 
Has the Government taken any con
crete step by having consultations 
with them, providing alternatives, 
and what is his strategy for persuad
ing the State Governments? He goes
on telling us that there will be aboli
tion first and then he will do some
thing.

SHRI H. M. PATEL: My hon. 
friend wants that I should tell him all 
the arguments that we advanced to
the state governments. Certainly, I
have done all that he says. It is not
a question of suggesting to somebody:
abolish this, and then telling him in
which way it is going to be done. 
What I said in answer to different
questions, he should have put them
all together and he would realise that 
1 have really in sum total given all 
the answers to all the points that he 
has mentioned. When we try to dis
cuss such a thing, when we try to 
persuade anybody to accept some
proposition, we also naturally put to 
him all that is necessary in order that 
he is persuaded which means that if
he wants to know how he will be com
pensated. we also try to tell him. It 
is the quantum which worries him 
most

SHRI K. LAKKAPPA: This ques
tion has taken 20 minutes and it has 
been agitating the states. I put a 
straight question to the government
The object and political motivation
of this party is to make the states not 
only weak financially but also eco
nomically and make them municipa
lities, get hold of their power and use
ths central authority over them. This 
is nothing but political motivation. Is 
it not a fact that your motive is ulte
rior, to make the states subordinate
to the Centre and make them muni
cipalities with the object of holding
power in the Centre for a long time? 
Is it not a fact. (Interruptions)

SHRI H. M. PATEL: I did not rea
lise that the Opposition Members will
bc so quick to take up the hint given
by the Opposition Leader, how
quickly political motivation would
be given to a very simple genuine 
economic proposition.

fcTCHT 5*TTT WSSFW
iiftarar, 3 *rr?4*r f ,  f iR  IrseArt

vrsrfw  if ?nsr j w  *rr jrtSt
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tnp I $ W*t
q g m  % *rf ^Tf?rr g fV wr

mar qr f^ n r *r^r Tt 
ttfK * f I  VK tr^rf tWfe f w  ^  ? 
*ptt *rt w *rerr r̂srr vrcrr f t  ?ft
f a r I T ^ f t q z f t  ^
1 1 *ht weft w$te*r % $®ir ftp vn

rr̂ r *rre 
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SHRI H. M. PATEL: I think the
hon. Member is not well informed
in this matter. Anyhow, even if this 
suggestion has to be advanced, that 
does not take us very far.

SHRI P. RAJAGOPAL NAIDU: In 
persuading the state governments
what is the alternative put forth by
the hon. Minister before them?

SHRI H. M. PATEL; The alterna
tive is excise; i have already said so.

SHRI V. ARUNACHALAM; For
merly the state governments have 
agreed to give up the right to levy
tax on textiles, sugar and tobacco and 
the income from these things is fro
zen to the states. Has the govern
ment any proposal to increase the 
share* to the state governments?

SHRI H. M. PATEL: The whole
of it goes to the state governments.

Inquiry against Allahabad Bank and 
Central Bank of India

*262. SHRI KANWAR LAL GUP
TA: Will the Minister of FIN
ANCE be pleased to lay a statement 
showing:—

(a) what is the report of the inquiry
made by the Government against the 
Allahabad Bank and the Central Bank 
of India;

(b) who made the inquiry and what 
action has been taken on it; and

(c) is It a fact that no action has
been taken against the defaulters?

THE MINISTER OF FINANCE
(SHRI H. M. PATEL): (a) to (c).
A  Statement is laid on the Table
of the House. ^

Statement

(a) to (c). Government have made
no enquiry against the Allahabad
Bank. If the Hon’ble Member is 
referring to the transactions in the 
Allahabad Bank which were the sub
ject matter of the Short Notice Ques
tion No. 14 answered by me in this 
House on 8th July, 1977, the answer 
is that the bank deputed an officer
from its Head Office to enquire into 
these transactions. A Committee of
the Board of Directors has also look
ed into the matter. The Bank is 
taking disciplinary action against the 
concerned officers.

Government have similarly made 
no enquiry against the Central Bank
of India as such. However, a One-
Man Committee consisting of Shri 
D. N. Ghosh, a senior officer in the 
office of the Comptroller & Auditor 
General of India, was appointed by
Government to look into the credit
facilities granted by the B-ink to the
Kohinoor Mills Ltd.. The re
port of the Committee ha?. U*en 
received by Government and is under 
examination.

SHRI KANWAR LAL GUPTA- I11 
the statement the hon. Minister has 
stated that a Committee of tho Board 
of Directors had looked into the mat
ter and the bank is taking disciplin
ary action against the concerned offi
cers. This is relating to the Allaha
bad Bank.

Regarding the Centra! Bank he 
has stated that somebody has been 
appointed by government to look into 
credit facilities granted by the Bank 
to Kohinoor Mills Ltd. and that the 
report of the committee had been re
ceived and is under examination. My 
question is, what was the report in 
the case of Allahabad Bank and what 
was the report in the case of Central 
Bank and what action has been taken




