
RATIONALISATION OF THE SALES TAX SYSTEM
IN BIHAR

DECEMBER 1979

NIPFP Library

I11IIHI1H
42396

336.2711095412 N21RL9
NATIONAL INSTITUTE OF PUBLIC 

FINANCE AND POLICY 
12 RAJENDRA PLACE 
NEW DELHI-110 008



Pro jec t  Team

Raja J. Chelliah = 

M.G. Puroh i t

Research Assistance by

A.K, Halen 

Vijaya Devi 

Dinesh Sahay 

K. Mangi Singh

Survey on Commodity Flows

J.V.M. Sarma 

So Gopalakr it  hnan

S ec re ta r ia l  Assistance bv

Ashok kumar Mehra 

Satish S. Prabnu

Leader



T ab le  o f  Contents

I  ' .it r o d ; ’ot ic  a 1

] o T e r . 's  o f  R e fe ren ce  1

2= S o c ia l i t i e s  o f  t b a Study 3

3. In t e r im  Report 5

4 . Ack r  jw  1 ed gerr.a nt s 5

- I I  F i s c a l  P o le  o f  S a le s  Tax 8

1. Revenue Im portance 8

2. R e la t i v e  S ta te  Tax Burden 16

3. Index, o Tax E f f o r t  21

I I I  E v o lu t io n  o f  S a les  Tax 27

1. H i s t o r i c a l  Development 27

2. Purchase Tax 30

3. C onc lu s ion  31

IV  S tru c tu re  o f  S a les  Tax  32

1. Sources o f  Revenue 33

2. Rate S tru c tu re  3 9

3. Exemptions under S a le s  T a x a t io n  43

4. S tru c tu re  o f  S a le s  Tax D ea le rs  ard 48
C o l le c t  -■ ^ns

5 . Summing up 52

Annexure 56

V The B a s ic  Procedures o f  Enforcement o f  Tax 76

1. The F i r s t  P o in t  Levy  76

2. The Last P o in t  Levy 79

3. The C en tra l S a le s  Tax 80

4 . V e r i f i c a t i o n  o f  Documents 82

Page No.



-  i i  -

VI Reform o f  th e  S a le s  Tax S tru c tu re  83

1. In t r o d u c t io n  83

2. The Reforms 83

Page No.

3. R a t io n a l i z a t io n  o f  the  Rato S tru c tu re 94

Annexure 96

T a x a t io n  o f  Inputs 104

1. Concessions t o  Newly S ta r ted  
I  n d u s tr is s

105

2. Concessions t o  In d u s t r ie s  Undertaking 
Expansion and D i v e r s i f i c a t i o n  
Programme

110

3. Concessions t o  S ick  and C losed Units 110

4. C oncess iona l Treatm ent o f  Raw M a te r ia ls 111

5. Concessions t o  In ten d in g  M anufacturers 113

6. An E va lu a t ion  o f  th e  E x is t in g  Tax 
Concessions and In c e n t iv e s

113

7. Recomme ndat i o  ns 119

Annexure 131

O pera t ion s  o f  S a le s  Tax  in  B ih ar 135

1. R e g is t r a t io n  o f  D ea le rs 135

2. Submission o f  Returns 141

3. Tax Assessment 144

4. Payment o f  Tax 154

5. E vas ion  o f Tax 156

6. R a t io n a l i s in g  Documentation 163

7. Trends and System o f Appeals 167

8. A r r e a rs  o f  Tax 172

9. Cost o f  C o l l e c t i o n 177

Annexure 179

IX O rg a n is a t io n a l  S tru c tu re  f o r  S a le s  Tax 270
A d m in is t ra t io n
1. The H eadquarters  O rga n isa t io n  271

2. The A d m in is t r a t iv e  O rga n isa t io n  273



-  i i i  -

3. The Enforcement Organisation 275

4. The Appellate Organisation 276

5. Recommendations for Reorganization 278
and Improvements

Annexure 295

X Information System 297

1. The Existing System 297

2. Reorganisation of the Planning and 298
Analysis Wing (PAU)

3. Functions of PAU 258

4. The Staffing Pattern 299

5. Type of Data to be Collected 300

6c ^ethod of Collection of Information 300

XI Summary and Recommendations 

Append ices to the Report

I. General Economic Background of Bihar 347

II. Schedule of the Sample Survey of Dealers 361

III. Questionnaire Given to Organisation/ 36 7
I nc! iv id uals

IV/ „ List of Pe rsons/Org an isat ions uho Gaved 376 
Evidence before the Study Team

Page No„



- iv

List of Exhibits in the Text

Page facing

1. f^ap of Bihar Showing Location 153
of Checkposts in the State

2. Headquarters Organisation 272
of the Commercial Taxes Depar­
tment

3. Organizational Structure for 276
Administrations Enforcement
and Appellate IJork of Sales Tax 
in Bihar



-  V -

List of Tables in the Text

q e l\io,

II .1 

II.2 

11..3 

II .4

I 1.5

11.6

1 1 .7

11 .8

II .9 

11.10

The Role of Sales Tax in State's Dun 9
Tax Revenues

Share of Sales Tax Revenue in Dun Tsx 10
Revenue of Bihar -

Annual Compound Growth Rate of Sales Tax 12
in Different States

Estimates of Buoyancy of Tax Revenues 13
of Bihar and Major Eastern States

Estimates of Elasticity of Tax Revenues 14
of Bihar and Major Eastern States

Buoyancy and Elasticity of Sales Taxes 15
in Bihar

(Mobilisation of) Additional Resources 17
in Bihar (1 964-65 - 1 969-70) .

(Mobilisation of} Additional Resources 18
in Bihar (1 970-71 - 1975-76)

A Statement of Comparative State Tax Burden 20

Actual :ax Ratio, Estimated Tax Ratio and 
Index o? Tax Effort

24

11.11 Actual, Estimated Sales Tax Ratios and In- 26
dex of Use of Sales Tax Potential

Revenue from Sales Taxes in Bihar 34

Revenue Significance of Commodities 36

Distribution of Dealers by Size of Turnover 49

Tax Payment by Grades of Turnover in Bihar 51

11/ . 1 

11/ . 2  
IV .3

IV .4 

IV .5

VIII.1 

VIII.2

Division-wise Distribution of Dealers, . 53
Gross Turnover, Taxable Turnover and Tax 
Paid

Trends in Sales Tax Registrations 137

Classification of Manufacture by Grades 139 
of Turnover and Tax



- vi -

W il l

w  T I J

V I I I

VIII

VIII

VIII 

V III 

VIII 

VIII

3 Trends in Sales Tax Assessments 151

/i Trends in Cases pending Under Salas T?xes 152

5 Trends in Institution, Disposal and 169
Balance of Appeals under Bihar Sales Tex
and Central Sales Tax

6 Trends in Institutions, Disposal 170
Balance of Revision Cases under Sihar
Sales Tax

7 Trends in Institution, Disposal and 171
Balance of Revision under petitions Central 
Sales Tax

3 Trends in Arrears under Sales Tax 173

9 Arrears under Bihar Sales Tax 174

1D Arrears under CST Central Sales Tax 175

11 Year-wise Break-up of Arrears under Sales 176
Tax pending as on 31.3.1977

Page N o .



-  v i i  -

I V . 1

I V . 2

I V . 3

I V . 4 

I V . 5 

V I . 1 

V I I . 1

V I I . 2

V I I I . 1

V I I I . 2

V I I I . 3

V I I I . 4

V I I I . 5 

V I I I . 6

V I I I . 7 

IX . 1

L i s t  o f  Annexures

A l i s t  o f  s e l e c t  commodities s u b je c te d  
t o  l a s t  p o in t  l e v y

Commodity-wise b reak-up  o f  revenue  from 
s a le s  t a x

Com parative r a t e s  o f  s a le s  t a x  in  B ihar 
and th e  n e igh bou ring  S ta te s

T ra d a - f lo w s  o f  major commodities (1974-7 5)

T rade flov.’s o f  major commodities (1975-76)

E x is t in g  and proposed r a t e s  o f  s a le s  t a x

L i s t  o f  U n its  o r i g i n a l l y  s e l e c t e d  fo r  
concess ions

Treatm ent o f  inputs under s a le s  t a x  in 
d i f f e r e n t  S ta te s

Schedule o f  goods r e q u i r in g  d i f f e r e n t  
f o r m a l i t i e s  t o  be com pleted by th e  
d e a le r s  under S e c t io n  3, sub s e c t io n  1

Exemption l e v e l  f o r  manufactures in  th e  
Ind ian St at es

R etu r n-cum-Challan

Recommended group o f  commodities f o r  
o b ta in in g  com m odity-w ise tu rn ove r

Broad o u t l in e  o f  th e  s e l f -a s s e s s m e n t  scheme

Commodity f lo w s  and s a le s  t a x a t io n  in Bihar - 
case  s tu d ie s  o f  p o ta to es  and au tom ob ile  parts

Check-posts  in Bihar

L i s t  o f  ch eck -p osts  and ch eck -p o in ts  in 
th e  S ta t e

Page N o . 

56

58

61

74

75 

96

131

133

179

180

181 

18 3

18 4 

■ 186

295



I .  INTRODUCTION

1 .0 .1  In  December, 1977, th e  Government o f B ih a r  en tru ­

s ted  th e  N a t io n a l  I n s t i t u t e  o f  P u b l ic  Finance and P o l i c y  

(N IPFP ) w i th  th e  t a s k  o f  undertak ing  a study o f  r a t i o n a l i s i n g  

th e  s t ru c tu re  and o p e ra t io n s  o f s a le s  t a x a t io n  in  th e  S ta t e .

1. Terms o f  R e f e r ence

1 .1 .1  The term s o f r e fe r e n c e  o f  th e  study a re  as f o l l o w s :

" ( a )  The s tudy should examine th e  e x i s t i n g  

s t ru c tu r e  o f  s a le s  t a x  in  th e  S ta te  

from  th e  p o in t  o f  v iew  o f f u l f i l l i n g  

th e  o b j e c t i v e  o f optimum t a x  c o l l e c t i o n ,  

fo rm u la te  a system o f  con t in u in g  e v a lu a ­

t i o n  and g i v e  an o u t l in e  o f  a s c i e n t i f i c  

a n a ly s is  o f  the  system o f t a x a t io n  on 

t r a d e  and comm oditie

(b )  The Department does not have ny u n it  

o r  c e l l  t o  undertake economic a n a ly s is  

o f  th e  ta x  s t ru c tu r e .  T h is  shortcom ing 

has been f e l t  w h i le  a ttem p tin g  t o  

r a t i o n a l i s e  the tax.. I t  i s  n ecessary  

not o n ly  t o  ana lyse  th e  e x i s t in g  system 

but a ls o  t o  in d ic a t e  th e  bas. :  changes 

needed in  th e  ta x  s t ru c tu re  ;.n the  

c o n te x t  o f  th e  new id ea s  b e in g  d iscu ssed  

in  th e  cou n try . For t h i s  purpose a good 

system o f  c o l l e c t i n g  s t a t i s t i c s  and a
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u n it  fo r  undertak ing a n a ly s is  are  needed. 

Many S ta te s  have p ro v is io n ?  fo r  t h i s .

The su gges t ion s  f o r  th e  r a t i o n a l i s a t i o n  

o f  the  t a x  a d m in is t ra t io n  should in c lu d e  

th e  s e t t in g  up o f  a c e l l  t o  undertake 

th e  above mentioned work. The. study shou ld 

a ls o  su gges t  the s t a f f i n q  . .ter . o f  th e  

c e l l ;

(c )  S e le c t e d  surveys  should be undertaken 

in  the  S ta te  t o  f in d  out p o t e n t i a l  t a x  

revenue v i s - a - v i s  th e  a c tu a l  c o l l e c t io n s /

(a )  The e x i s t in g  r a t e s  o f  s a le s  t a x  on

d i f f e r e n t  commodities may be examined 

w ith  a v iew  to  su gg es t in g  a r a t e  

s t ru c tu re  which may b r in g  in  an optimum 

amount o f  t a x  revenue w ithout a d v e r s e ly  

a f f e c t i n g  t ra d e  and in d u s try ;

(e )  Ths a d m in is t ra t io n  and the o p e ra t io n s  o f  

s a le s  t a x  must be s tu d ied  t o  suggest 

t h e i r  r a t i o n a l i s a t i o n .  In th is  c on n ec t ion , 

su gges t ion s  should be made to  make use o f  

th e  system o f  market s u r v e y s . The study 

should a ls o  examine some o f  the  im portant 

p r e s c r ib e d  ' fo rm s ' used in  t a x  a d m in is t ra -  

t  ion ;

( f )  The study w i l l  a ls o  keep in  v iew  th e  

su gges t ion s  made by th e  Committee appo in ted  

under th e  Chairmanship o f  M r .L .K .  Jha; and

(g) The study w i l l  examine and p resen t r e p o r t  

on any o th e r  m atter r e l a t e d  t o  o r  connected  

w ith  th e  study, such as t r a in in g  o f  t a x  

a d m in is t ra to rs



-  3

2 • Hod a l i t  1 ::s o f  the  Study

1 .2 .1  The work on th e  p r o je c t  commenced in  the 

t h i r d  week o f  March, 1978. Irom  th a t  t im e  t i l l  about 

th e  end o f  I ebruary, 197 9, th e  camp o f f i c e  o f  the  

I n s t i t u t e  was e s ta b l is h e d  in  Patna. Apart from the  

permanent s t a f f  s t a t io n e d  a t Patna, v a r io u s  members 

o f  th e  study team in c lu d in g  th e  D i r e c t o r  o f  NIPFP 

v i s i t e d  th e  c a p i t a l  a t  d i f f e r e n t  t im es , some o f  them 

maxing more than fou r t r i p s .  B es id es ,  v a r io u s  d i s t r i c t  

headquarters  were a ls o  v i s i t e d  by the  D i r e c t o r  and by 

D r. P u ro h it  du ring  the  p e r io d  o f  th e  s tu d y . The p la ces  

v i s i t e d  in c lu de  B ih a r s h a r i f ,  Gaya, Ranch i and Jamshedpur. 

During th ese  v i s i t s ,  th e  members o f  th e  team had in t e n ­

s i v e  d is c u s s io n s  and c o n s u lta t io n s  w ith  th e  o f f i c i a l s

o f  th e  Commercial Taxes Department as w e l l  as o th er  

Government o f f i c i a l s .

1 .2 .2  The te rn s  o f  r e f e r e n c e  r e q u ir e d  us t o  undertake 

a sample su rvey  o f  commodity f low s  in  th e  S ta t e .  Such

a su rvey  was undertaken in  r e s p e c t  o f  po ta to es  and 

au tom ob ile  p a r t s .  l o r  t h i s  purpose, a te a x  from NIPFP 

v i s i t e d  Patna, Musa 11apur# B ih a r s h a r i f ,  H uzza farpur,

J amshedpur and Ranch i .

1 .2 .3  In o rd er  t o  g e t  in fo rm a t ion  on th e  s t ru c tu re  o f  

d e a le r s  in  th e  S ta te  and th e  d i s t r i b u t i o n  o f  tu rn ove r  . and 

t a x  pa id , a schedu le  was sen t but t o  a l l  th e  C i r c l e s  .

T h is  schedu le  in c luded  in fo rm a t ion  on g ross  tu rn ove r ,  

t a x a b le  tu rn o v e r ,  t a x  pa id  and the  natu re  o f  b u s in ess .

In  a d d i t io n ,  an attem pt was made t o  undertake a sample 

su rvey  o f  th e  d e a le r s ,  in  o rd e r  t o  c o l l e c t  in fo rm a t io n  

on changes in  th e  s t ru c tu r e  o f  d e a le r s  and o f  th e  s a le s



t a x  system over  a p e r io d  o f  8-10 y e a r s .  The s e l e c t i o n  

o f  d e a le r s  fo r  th is  purpose was on th e  b a s is  o f  s t r a t i ­

f i e d  random sam p ling . The d e a le r s  were chosen by f i r s t  

s e l e c t i n g  o n e - th ird  o f  th e  c i r c l e s  and then  s e l e c t in g

10 per cen t  o f  th e  d e a le r s  from each c i r c l e  on th e  b a s is  

o f  random sam pling . The t o t a l  number o f  d e a le r s  in  

r e s p e c t  o f  whom in fo rm a t ion  was convassed amounted 

r o u g h ly  t o  5 per cen t o f  th e  d e a le r s  in  the  S t a t e .  The 

in fo rm a t io n  was c o l l e c t e d  on th e  b a s is  o f  a d e t a i l e d  

schedu le  (see  Annexure I )  from th e  re tu rn s  subm itted  

by  th e  d e a l e r s . W h ile  th e  g l o b a l  su rvey  o f  d e a le r s  

y i e ld e d  some in fo rm a t ion  which has been used in  th e  

r e p o r t ,  our attem pt at a s c i e n t i f i c  sample su rvey  was not 

s u c c e s s fu l ,  m a in ly  because o f  th e  n o n - a v a i l a b i l i t y  o f  

th e  r e q u ir e d  data  fo r  more than a sh ort  p e r iod  in  r e s p e c t  

o f  most d e a le r s  and a ls o  b ecau se 'e ven  the  da ta , where 

a v a i l a b l e ,  were o f  uneven q u a l i t y  and o f  unequal 

c o v e r a g e .

1 .2 .4  a  d e t a i l e d  q u e s t io n n a ir e  on th e  s t ru c tu re  and 

o p e ra t io n s  o f  s a le s  ta x es  in  th e  S ta te  was sen t t o  a l l  

th e  Chambers o f  Commerce and Trade A s s o c ia t io n s  in  th e  

S ta t e  and a ls o  t o  the  S a le s  Tax Bar A s s o c ia t io n .  The 

q u e s t io n n a ir e  was a ls o  su p p lied  t o  Government o f f i c i a l s  

and th e  p u b l ic  in  g e n e r a l .  In o rd er  t o  e l i c i t  th e  v iew s 

o f  a w ide c i r c l e  o f  p eop le  and o r g a n is a t io n s ,  we in s e r t e d  

a n o t i f i c a t i o n  r e g a rd in g  the  q u e s t io n n a ir e  in  the 

In d ian  N a t ion  (Patna e d i t i o n )  da ted  September 2, 1978.

The q u e s t io n n a ir e  was su p p lied  t o  a l l  th e  persons who 

asked fo r  i t  in  response  t o  th e  press r e l e a s e .  A copy 

o f  th e  q u e s t io n n a ir e  is  g iv e n  in  Annexure I I .
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1 .2 .5  A s ep a ra te  q u e s t io n n a ir e  in  r e s p e c t  o f  

o r g a n is a t io n a l  s e t -u p  and a d m in is t r a t iv e  procedures 

was prepared  and sen t t o  th e  Commercial Taxes D ep a r t ­

ment. Th is  q u e s t io n n a ir e  was in tended  a l t o  t o  o b ta in  

d e t a i l e d  s t a t i s t i c a l  d a ta  on va r iou s  aspec ts  o f  the  

t a x  system and i t s  a d m in is t ra t io n ,  which were not 

r e a d i l y  a v a i l a b l e  from pub lished  sources  .

1 .2 .6  The e l i c i t i n g  o f  in fo rm a t ion  through the  

p r in te d  q u e s t io n n a ir e  was supplemented by ta k in g  o r a l  

e v id en ce  from th e  r e p r e s e n ta t i v e s  o f  a number o f  

o r g a n is a t io n s  a t  Patna, B ih a r s h a r i f ,  Gaya, Ranch i and 

Jamshedpur. A l i s t  o f  th e s e  o r g a n is a t io n s  is  g iv e n  

in  Annexure I I I .

3 . In te r im  R ep or t

1 .3 .1  As the  then  e x i s t in g  In d u s t r ia l  In c e n t iv e s

Scheme was t o  te rm in a te  by th e  end o f  March 197 9, the  

Government o f  B ihar re q u es te d  th e  NIPFP t o  submit

an in te r im  r e p o r t  on In c e n t iv e s  fo r  In d u s t r ie s  under 

th e  s a le s  t a x .  A c c o rd in g ly ,  an In te r im  H eport on 

C oncess ion  t o  in d u s t r ie s  was subm itted t o  the G overn­

ment o f  B ihar on February  19, 1979. The r e p o r t ,  

w ith  some m o d i f i c a t io n s ,  is  reproduced  ac Chapter

V I I  o f  t h i s  R ep or t  .
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th e reu n der  . we s h a l l  be f a i l i n g  in  our duty i f  we 

do not p la ce  on r e c o rd  th e  h e lp  we have r e c e iv e d  from 

S h r i  N .S- S inha, .A d d it ion a l Commissioner o f  Commercial 

T axes , who w h ile  a c t in g  as Commissioner fo r  a sh ort  

t im e  ex tended  s e v e r a l  f a c i l i t i e s  t o  th e  study team.

We w ish t o  p la ce  on r e c o r d  a ls o  th e  h e lp  we have 

r e c e i v e d  from S h r i  S .P .  S r iv a s ta v a ,  J o in t  Commissioner 

o f  Commercial Taxes (A d m in is t r a t io n ) ,  R anch i, S h r i  B .N . 

Sahay, J o in t  Commissioner o f  Commercial Taxes , Gaya, 

and S h r i  S .N .  Mathur, Deputy Commissioner ( I n t e l l i ­

g e n c e ) ,  Gaya. Las t but not l e a s t ,  we w ish  t o  thank
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S h r i  V .N . Ojna, D i r e c t o r  o f  S t a t i s t i c s  and E v a lu a t io :  

who made a v a i l a b l e  t o  us a la r g e  amount o f  in fo rm a t i :  

on th e  econoray o f  th e  S ta t e  and a ls o  su p p lied  us w i t ­

r e l e v a n t  s tu d ie s  th a t  have been c a r r i e d  out a t  the 

D i r e c t o r a t e  .

1 .4 .3  We r e c e iv e d  h e lp  and in fo rm a t io n  from sever?
/

Chambers o f  Commerce, T rade a s s o c ia t io n s  and i n d i v i ­

d u a ls .  We express  our thanks t o  them. We were a b le  

b e t t e r  a p p r e c ia t e  th e  v ie w  p o in t  o f  th e  taxpayers  

because o f  th e  c o o p e ra t io n  we r e c e iv e d  from th e  p u b l ic .  

The o r g a n is a t io n s  which gave  us in fo rm a t io n  and he lp ed  us 

in  o th e r  w a ^ a r e  l i s t e d  in  th e  Annexure I I I .
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I I .  E"Isa»L ROLE OF SALES TAX

2 .0 .1  T h is  chap ter  examines the  f i s c a l  importance 

c f  s s I ps t a x  in  B ihar and ana lyses  i t s  s a l i e n t  fe a tu re s  

in  B ihar v i s - a - v i s  the  ne ighbouring  S ta t e s .

1 • Revenue Importa n ce

2 .1 .1  Of r e l a t i v e l y  r e c e n t  o r i g in ,  s a le s  ta xes  have 

come t o  occury  an im portant p la ce  in  th e  f i s c a l  s t ru c tu r e  

o f  th e  S ta te s  . They have become the most important 

sou rce  o f  revenue in  th e  S ta te  budgets . In  most o f  th e  

S ta t e s ,  th e  s a le s  t a x  is  th e  m ainstay, y i e l d in g  around

56 per cen t c f  th e  average  o f  th e  S ta t e s '  own t a x  revenues 

(T a b le  I I .  l )  . However, in  B ihar, th e  s a le s  cax y i e l d s  

a revenue  o:c 54.7 per cen t which is  s l i g h t l y  lower than  

th e  a verage  fo r  a l l  th e  S t a t e s .

2 .1 .2  A lthough  th e  s a le s  t a x  in  B ihar does not y i e l d  

as h igh  a p ro p o r t io n  o f  S tate? • own t a x  revenue as in  

advanced P ta t c s ,  I t s  growth in  the  S ta ts  has not been 

s lO i . The r e c e ip t s  f r c r  s a le s  taxes  in creased  from 

R s .10  c r c r o  in  1960-61 t o  Rs.114 c r o r e  in  1976-77.

Alenas id e  th e  growth in  a b so lu te  terms th e  r e l a t i v e  

im port6nee o f  th e  t a x  has a ls o  in creased  over  th e  y ea rs  . 

The c o n t r ib u t io n  o f  th e  s a le s  t a x  t o  o in t a x  revenue 

has in c rea sed  from 33 per cen t in  1960-61 t o  55 per cen t 

in  1976-77 (Tab le  I I . 2) . A c tu a l ly ,  th e  t a x  revenue 

in creased  a t a compound growth r a t e  o f  14.8 per cen t 

per annum. During th e  same p e r iod ,  th e  growth o f  t a x  

revenue  ex c lu d in g  s a le s  ta xes  was around 9 per cen t

pear annum. These percen tages  dem onstrate th e  grow ing



9 -

TABLE I 1.1

The R o le  o f  S a les  Tax in  S ta t e s '  Own Tax Revenues

(1976-77)

S ta t e
Sa les  t a x  
revenue 

(Rs . lakh )

S t a t e s ' own 
t a x  revenue 

(Rs . lakh)

S a les  t a x  revenue 
as per cen t  o f  
S ta t e s '  own t a x  

revenue

A ndhr a Prade sh 15264 34284 44*52

Assarn 2854 6321 45.15

Bihar 11400 20846 54.69

Guj ar at 19835 29819 66.52

Haryana 6395 13807 46.32

Himachal Pradesh 571 1903 30.00

Jammu and Kashmir 650 1874 34.68

Karnataka 13730 26925 50=99

Ker a la 10760 18650 57 .69

Madhya Pradesh 12658 24956 50.72

Maharashtra 43910 67997 64.58

Manipur 104 205 50 .73

M eghalaya 130 248 52.41

Nagaland 83 199 41.71

O r is sa 4707 8082 58 .24

Funj ab 9612 20198 47 .59

R a j asthan 8429 15167 55 .57

T am il Nadu 23055 34365 66.67
T r ip u ra 42 200 21.00

U t ta r  Pradesh 24317 45466 53.48

West Bengal 18247 31421 58.07

A l l  S ta te s 227039 403345 56.29

Source ; R es e rve  Bank o f  In d ia  B u l le t in s

akm
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Share o f  S a les  Tax Revenue in  Own Tax Revenue o f  B ihar
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Year
S a le s  t a x  

revenue 
(Rs . lakh)

S t a t e 's  own 
t a x  revenue 

(Rs . lakh)

S a le s  t a x  as 
per cen t o f  

S t a t e ' f own 
t a x  revenue

1960-61 1054 3209 32.8 4

1965-66 2313 5664 40.8 4

1970-71 3814 7917 48 .17

1971-7 2 4227 8754 48 .29

197 2-7 3 477 2 10591 45 .0 6

197 3-7 4 5240 11520 45 ,49

1974-75 7119 14418 49 .37

1975-76 9270 18394 50 .40

197 6-77 11400 20894 54.69

Source : Cover nine nt o f
B ihar, Budnets .

a km
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im port anc3 c f  s a le s  t a x  revenue in comparison w ith  th e  

o th e r  sources  c f  t a x  revenue c f  t/.-e S t a t e . N e ve r th e ­

l e s s ,  th e  r a t e  o f  growth o f  s a le s  t a x  revenue in  B ihar 

has not been h igh  as compared t o  th e  o th e r  S ta te s  

(T a b le  I I . 3 ) .  S p e c i f i c a l l y ,  th e  r a t e  o f  grow th  o f  th e  

C e n t r a l  S a le s  Tax  (CST) is  th e  low est in  th e  S ta t e ;  i t  

i s  o n ly  10 per cen t in  B ihar as a ga in s t  31 per cen t in  

Assam and 17 per cen t in  O r is s a .

2 .1 .3  As a r e s u l t  o f  the  lower growth r a t e  o f  CST, 

th e  p ro p o r t io n  o f  revenue from th e  G en era l S a le s  Tax  

(GST) in  the S ta te  t o  i t s  t o t a l  s a le s  t a x  revenue  is  

g row in g  s i g n i f i c a n t l y .  Whereas th e  S ta te  c o l l e c t e d  

more than 70 per cen t o f  th e  s a le s  t a x  revenue  in  

1 9 ® -6 6  through  th e  GST, th e  y i e l d  from i t  in creased  

t o  75 per cen t o f  th e  t o t a l  s a le s  t a x  y i e l d  in  1976-77. 

C o rresp on d in g ly ,  th e  share o f  th e  CST in c reased  from

2 2 per cen t t o  26 per cen t o n ly  during., th e  same p e r io d .

Buoyancy and e l a s t i c i t y

2 .1 .4  I t  is  found th a t  th e  s a le s  ta xes  in  B ihar a re  

b o th  buoyant and in c o m e - e la s t i c . The c o e f f i c i e n t s  o f  

bo th  buoyancy and e l a s t i c i t y  o f  t o t a l  s a le s  t a x  reven u e  

a r e  not o n ly  more than u n ity  but are  h igh e r  in  B ihar 

than  in  th e  o th e r  major . e a s te rn  S ta te s  (Tab les  I I . 4 -6 ) . 

The h igh  c o e f f i c i e n t s  cou ld  be due t o ,  among o th e r  

f a c t o r s ,  th e  ra p id  expansion  o f  cove rage  and growth in  

t r a d e .  However, i t  is  im portant t o  note th a t  CST in  

B ihar is  n e i th e r  buoyant ( th e  c o e f f i c i e n t  b e in g  0 .650) 

nor in com e -e la s t  i c  ( th e  c o e f f i c i e n t  b e in g  0 .5 3 7 ) .
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TABLE 11. 3

Annual Cora pound Growth R a te  o f  S a les  Taxes in  D i f f e r e n t  S ta te s

(1960-61 t o  197 6-7 7)

___ _____________________________________________________________( in  Per c en t )

G enera l C e n t r a l  S .̂±e:~ t a x  T o t a l
S ta t e  s a le s  s a le s  on a • or s a le s

t a x  t a x  s p . ' t  ta x es

And lira Pradesh 15 .96 26.14 - 16.23

Asmara 13.10 31.52 11.21 13 .72

B ihar 16.96 10 .20 9.89 14.76

G u ja ra t 17 .86 24.85 18 .65 18 .97
:k

Haryana 25 .91 28 .7 4 :.-3.00 27 .03

Jammu and Kashmir 23.33 - - 22.43

Karnataka 18 .15 27 .15 - 18 .90

K era la 16.30 15 .65 - 16.11

Madhya Pradesh 19.15 22 .02 - 18 .92

Mahar a sh tra 16.24 20 .22 14.19 17 .10

Or is s a 15 .40 17 .59 8 .5 2 15 .48
*

Punjab 17 .2 9 lo  .61 17 .41 17 .31

R a j as than 19.92 24.57 - 19.63

T a m il Nadu 18 .76 19 .41 15 .7 2 17 .19

U tta r  Pradesh 17 .83 18 .54 19.1C 16.42

West Bengal 14.58 13 .32 11.65 13 .88

~Note * 1966-67 t o  197 o-77 Source : Budget documents o f  
the  S ta te  government,

akm
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TAELE I I .  4

E stim ates o f . 3u0y_u cv c f  Tax Revenues o .: B ihar and

Ma ■jor E astern  S ta te s

(1963-64 t o 1975-76}

T ax Bihar
1

Assam- Or is  s a
Jtto.r West 

t  r  ad e z-. h Benga.

A g r i c u l t u r a l  
income t a x

-0 .40 0 .58 0.38

Land revenue 0.36 0 .33 -0 .^9 0.11 0.14

P r o fe s s io n  t a x 0 .98 -1  *93

Stamp du ty  and 
r e g i s t r a t i o n  fe e

0 .8-9 0 .88 1.08 —3 • 2 0 .86

G en era l s a le s  t a x  | 
C e n t r a l  s a le s  t a x  a

1.48 1.34 1.25 1.69 1.33

Motor s p i r i t  t a x - 0 .74 0 ,48 1.63 1.29

Motor v e h ic l e s  t a x 1.07 U 0 .61 3 / 1.0 6-y 1.25 0.65

Passenger and 
goods t a x

1.43 0 .45 1 1.68 2.30

Enterta inm en t t a x 1.30 1.26 1.33 1.61 1.48

S ta t e  e x c is e 1.10 0 .35 1.00 1.16 1.89

E l e c t r i c i t y  du ty 1.30 1.46^-Z 1.54 1.90 0 .67

T o t a l  ta x es 0 .96 0 .81 1.08 1.22 1.13

1/ in c lu d in g  Meghalaya 
2/ 1963-64 t o  1973-74
3/ 1968-69 t o  1974-75
4/ 1969-70 t o  1975-76
5/ 1965-66 t o  1975-76

akm



TABLE I I . 5

Estim ates o f  E lasr i c i t y  c i  Ta x Revenue?: ar.d

Ma jo r  Eastern  S ta te s

(1963-C4 to 1975-76)

Tax B ihar 1/as s am—' Or is  s a T irao.vs
West 

n Bengal

Agr i c u l t u r  a l i o • H--* O

*
0 .47

*
0.21

income t a x

Land revenue -0 .85
■k

0 .26 0 .39"

F r o f e s s io n  t a x 0 .77

Stamp du ty  and 0 .71 0 .8 4 1.06 0 .56
r e g i s t r a t i o n  f e e

G en e ra l s a le s  t a x i  
C e n t r a l  s a le s  ta x * 1.25 1 .26 1.08 J. O -J- 0 0 .85

M otor s p i r i t  t a x C .5 3
"k

.1.21 0 .26"

Motor v e h ic l e s  ta x  
Passenger and k i s i / 0 .45

" /,"'i O •"> - /U • w o • 1 „ 08 1.5 3
goods t a x 11

E nterta inm en t t a x 1.21 ■. • 98 1 . 2,:'~' 1.06 0 .93

S ta t e  e x c is e 0 .85 0.26 • 0 .99 U « / O 0.70

E l e c t r i c i t y  du ty 1.13

(N•rH 1 . “_ 6 j. . 47 0 .37

T o t a l  ta x e s 0 .7 2 0 .70 0 .93 C - 98 0 .77

1/ 1968-69 to 1974-75
2/ In c lu d in g  I'leqhalaya
1/ 1965-66 to 1975-7 6
1/ 1963-64 to 197 3-7 4
5/ l9b9-70 to 1975-76

* Value?: o f  11 1 are
ins 1. n i r i c a n t  a t 5 per
cent p r o b a b i l i t y  l e v e l .  
A l l  o th er  ' t '  va lu es  are  
s i g n i f i c a n t .

akm
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Buoyant E la s t . i c i t y  c f  S^ les  Taxes

in b ihar

(1963-64 t o  1975 -7 6)

Buoyancy E la s t  i c i t y

S a le s  Tax
With r e s ­
pect to  
N o n -a g r i-  
cu ltu r  a l  

s e c to r

W ith 
r e s  -  
pect 
t o  
SDP

W i t .
r e s  -  
pect 
t o  
SDP

W ith
r e s p e c t

t o
agr ic u ltu i  

s e c to r

G en e ra l  s a le s  t a x 1.696 
(0 .925 )

1.619 
(0 .937 )

1.370 
(0 .928)

1.428
(0 .907 )

C e n t r a l  s a le s  t a x 0.733 
(0 .480 )

0.650 
(0 .420)

C .5 37 
(0 .333)

0 .605 
(0 .380)

T o t a l  s a le s  t a x 1.361
(0 .957 )

1.285
(0 .948 )

1.095 
(0 .91:6)

1.155 
(0 .959)

T o t a l  ta x es 0 .96 0 .7 2

F ig u r e s  w i th in  parentheses in d ic a t e  R ' „ 

SDP = S ta te  dom estic  Product

akm



2 .1 .5  The growth in  t a x  revenue is  a r e s u l t  p a r t l y  

o f  th e  normal autoructic grov/th in  revenue due t o  che 

g row th  in  th e  t a x  base and p a r t l y  o f  new tux  measures, 

which  change th e  t a x  s t ru c tu r e .  The e x ten t  o f  m o b i l i ­

s a t i o n  due t o  th e  a d d i t i o n a l  t a x  measures is  in d ic a te d  

b y  th e  d i f f e r e n c e  between the  buoyancy and e l a s t i c i t y  

c o e f f i c i e n t s  r e f e r r e d  t o  above,

2 .1 .6  During th e  per iod  I9o4-o5 to  1969-70, o n ly  a 

s m a l l  p o r t io n  o f  a d d i t i o n a l  r e sou rces  was r a is e d  through 

d i s c r e t i o n a r y  changes (Tab le  I I . 7 ) ;  but the  p o s i t i o n  

changed s u b s t a n t ia l l y  6 ince th en , during 1969-70 t o

197 5-76, new t a x  measures accounted fo r  more than 

t h r e e - fo u r th s  o f  th e  t o t a l  a d d i t i o n a l  r e sou rce  m o b i l i ­

s a t i o n  (T ab le  I I . 8) .

2 . R e l a t i v e  S ta te  Tax Burden

2 .2 .1  The buoyancy and e l a s t i c i t y  o f  S t a t 2 ta x e s  in

E ih ar are  seen t o  be low in  con. par is  on wit.)* - hcee o f  

o th e r  S ta te s  in g e n e r a l .  We had in terpreter , r.hi:-- 

f i n d in g  t o  mean th a t  th e  r e l a t i v e  growth c:! revenue

has been s low er in  B ih a r , and th a t  th e  S ta t e '  s t„ yes 

ta k e n  t o g e th e r  d id  not have s u f f i c i e n t  b u i l t - i n  e l a s ­

t i c i t y .  We s h a l l  new examine th e  burden c f  S ta te  

t a x e s  in  B ihar and a ls o  attem.pt t o  d e r i v e  uri index

o f  t a x  e f f o r t  -  bo th  in com parative  term s.

2 .2 .2  I t  is  w e ll-know n  th a t  th e  t a x  burden in a 

c o u n try  or in  a S ta te  cannot be judged in a b so lu te  

t e rm s .  S im i l a r l y ,  i t  is  a ls o  not p o s s ib le  t o  measure

A d d i t i on a l l a x  r.iobi l i s a t ion



TABLE I I . 7

lib:' .l:U;at ion o f  A d d i t io n a l  Resources in  B ihar 

(1964-65 t o  1969-70)

(Rs . lak h )

Tax
Year

196 4-65 1965-66 1966-67 1969-70

A . D i r e c t  Taxes :

Agr icu  I t  ur a 1 
income t a x - - - -

Land Revenue - - -

St amp uty ,ir.cl 
r e g i s t r a t i o n  f e e - - - -

B. In d i r e c t  Taxes :

G en era l s a le s  t a x 1
(3 .5 1 )

48
(70 .59 )

73
(100 .00 )

60
(100 .00 )

C e n tra l  s a le s  t a x - - - -

S a les  t a x  on 
motor s p i r i t

- 20
(29 .41 )

- -

Passenger and 
goods t a x - - -

Motor v e h ic l e s  
t  ax

27
(96 .43 )

- - -

S ta te  e x c is e - - - -•

Enterta inm ent t a x - - - -

E l e c t r i c i t y  du ty - - - -

TOTAL 28 68 73 60

in d ic a t e  p e rcen tages  o f  
t o t a l .

Source : Government o f  B ihar, 
M a t e r ia l  on S u b s i­
d ia r y  Po in ts  submi­
t t e d  to- the  I inance 
Commission.



TABLE I I . 8

M o b i l i s a t i o n  o f  A d d i t i o n a l  R esou rces  in  B ihar

(1970-71 t o  1975-76)

__________________________________________________________ (Rs . la k h )

Year
Tax 1970-7 1 197 1-7 2 197 2-7 3 197 3 -7 4 1974-75 1975-76

A . D i r e c t  T a x es .

A g r i c u l t u r a l  income
ta x — — — - -
Land Revenue — 15

(6 .55)
— 550 

(98 .21)
510 

(3 5 .9 2 )
929 

(4 3 .4 3 )
Stamp d u ty  and 
r e g i s t r a t i o n  f e e

“ 14
(6 .1 1 )

— — 130 
(9 .15)

15 
(0 .07)

B . I n d i r e c t  T a x es :

G en e ra l s a le s  ta x 90 
(8 2 .57)

90
(3 9 .5 7 )

34 
(2 3 .1 3 )

355 
(25 .00)

455 
(2 1 .2 7 )

Centra.] s a le s  t a x — — - — - 420
(1 9 .6 3 )

S a le s  t a x  on 
motor s p i r i t

—
(0 .0 9')

- 10 
(1 .7  9)

-

Passenger and goods 
t a x

- 33
(14 .41 )

- - - -

Mot o r  ve  h i c  '> ss t a x — — - - - 10 
(0 .05)

S ta t e  e x c i s e 19
(17 .43 )

8
(3 .4 9 )

73
(49 .66 )

•* 400 
(28 .17)

300 
(14 .03)

E nt er  t  a i nrae n t  t a x — 7
(3 .09)

40 
(27 .21 )

mm 10 
(0 .05)

E l e c t r i c i t y  dut y - 60 
(2 6 .2 0 )

- — 25
(1 .7 6 )

—

TOTAL 10 9 T 7 9 ........... " 147 560 1420 213 9

F ig u r e s  w i t h in  paren theses  

akm

ind i c a t e p e rc en ta g es o f  t o t a l . S o u rc e ; Same as f o r T a b l e I I . 7 .
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th e  t a x  e f f o r t  made by any one Government in aa ab so lu te  

sen se .  However, the  t  ix  burden in  a S ta te  as v e i l  as 

i t s  t a x  e f f o r t  can be compared and judgea in  r e l a t i o n  t o  

th o se  o f  o th e r  S ta te s  . The ra x  burden can be measured 

e i t h e r  in  per c a p i t a  terms or in terms o f  th e  r a t i o  o f  

t a x a t io n  t o  income. As a f i r s t  approx im ation  one could 

compare th e  per c a p i t a  burden o f  S ta te  ta x e s  m  d i f f e r e n t  

S t a t e s .

2 .2*3 T a b le  I I .  9 presen ts  per c a p i t a  S ta te  t a x  f ig u r e s  

f o r  B ih a r ,  th e  ne ighbouring  S ta te s  and fo r  a l l  the  

S ta te s  t o g e t h e r .  The f i g u r e  r e l a t e  t o  s e l e c t e d  years  

from 1960-61 t o  l975 -7o . I t  is  n o t ic ed  th a t ,  as o f  

1975-76, th e  per c a p i t a  t a x  burden in  B ihar is  o n ly  

R s .30 .25  compared t o  the  a l l - S t a t e s  a verage  o f  R s .5 9 .7 .  

However, th e  oer c a p i t a  t a x  burden was h igh er  in  Bihar 

in  th a t  year than  in  O r is s a .  As exp ec ted , i t  was much 

low er than in  West Bengal, which is  a h ig h ly  in d u s t r ia ­

l i s e d  S ta te  .and which has a per c a p i t a  t a x  burden 

n e a r ly  equa l t o  th e  A l l -S ta te s  aver a c e .

2 .2 .4  The comparison c f  per c a p i t a  t a x  burdens in  

d i f f e r e n t  S ta te s  does not mahe any a llow an ce  fo r  

d i f f e r e n c e s  in  per c a p i t a  incomes among them. The lower 

per c a p i t a  t a x  burden in  B ihar cou ld  be p a r t l y  exp la in ed  

by  th e  r e l a t i v e l y  low per c a p i t a  income o f  th e  S t a t e .  

Hence, even though the  per c a p i t a  S ta te  t a x  burden is  

low  in  a b so lu te  term s, the  burden on the  yeop ie  may not 

be c o r r e s p o n d in g ly  l i g h t .  T h e r e fo r e ,  as s ta te d  e a r l i e r ,  

we may compare th e  burden o f  S ta te  t a x a t io n  in  terms 

o f  S ta te  t a x  r a t i o s .  T ab le  I I . 9 a ls o  g iv e s  S ta te  taxes  

as a ' per cen t o f  S ta te  dom estic  product (SDP) , I t  is
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TABLE 11.9 

A Statem ent o f  Com parative S ta te  Tax E.irden

■'o t a l  S ta te  Taxes 3a i js raxes
Fer c a p i t a  T o t a l  re r  c a p i t a  S a le s  
S ta te  r a x -  S ta te  s a fe s  t a x

S ta te  Year es (R s . )  Taxes f a x  as per
as per cen t
cent o f  SDP
or  SDP

B ihar 1960-61 6.91 3.23 2 .2 5 1.06
1965-66 11.20 3 .38 4.14 1.28
1970-7 1 14 .67 3 .43 6.39 1.52
1975-76 30.25 3 ,33 14.96 2.41

Assam 1960-61 10 .82 3 .30 2.51 0 .84
1965-66 16.54 3.75 6.15 1.62
197 0-7 1 16 .90 3.27 7 .64 1.52
1975-76 34.79 4 .14 15 .5 1 1.90

Or is s a 1960-61 4.90 2 .30 1.77 0 .84
1965-66 10 .23 3 .09 5 .04 1.55
1970-71 15 .42 3.11 7 .94 1.64
1975-76 28 .60 3 .64 15.58 2 .03

U tta r  Pradesh 1960—61 7 .68 3.90 2. .21 0 .89
1965—66 11.76 3 .19 4.17 ' 1.13
1970-7 1 17 .23 3 .46 7 .02 1.41
1975-7b 40 .89 5 .19 21.65 2 .75

West Bengal 1960-61 14 .05 3 .66 5.61 1.47
1965-66 24 ,12 4.5 3 11,40 2 .19
1970-71 29.59 3.9? 15 .23 2 .10
1975-76 58.10 5 .55 31.95 3.12

A l l  S ta te s 1960-61 • 10.28 3.43 3 .59 1.24
1965-66 17 .84 4.17 7 .48 1.88
1970-71 28 .68 4.48 13.76 2 .33
1975-76 59.74 5.93 31.27 3 .51

SDP = S ta te  dom estic  product

akm
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seen th a t ,  as o f  197 3-7 6, th e  S ta te  t a x  r a t i o  in  Bihar 

is  d i s t i n c t l y  lower than th a t  fo r  a l l  th e  S ta te s  

taken t o g e t h e r .  I t  may a ls o  be s a id  th a t  th e  burden 

o f  S ta te  ta x e s  in  r e l a t i o n  t o  S ta te  income in  Bihar 

does not compare fa v o u ra b ly  w ith  th a t  o f  a l l  th e  le s s  

d eve lop ed  ne ighbou ring  S ta t e s .

2 .2 .5  T a b le  I I . 9 p resen ts  th e  r e l a t i v e  burden o f  

th e  s a le s  t a x  as w e l l .  I t  shows s a le s  t a x  revenue as 

a per cen t o f  3D! in  Bihar and in  o th e r  S ta te s  w ith  

which comparisons have been made in  th e  p reced in g  p a ra ­

graphs . I t  is  seen th a t  du ring  1960-61 t o  1975-76 th e  

S ta te  s a le s  t a x  r a t i o  has in creased  in  Bihar and in  

th e  ne ighbou ring  S ta te s ,  a lthough  th e  in c re a s e  is  

m arg ina l in  Bihar . The p ercen tage  in c rea se  in  the  

average  r a t i o  f o r  a l l  th e  S ta te s  t o g e th e r  is  much 

h igher  than  in  Bihar .

2 .2 .6  The decom pos it ion  o f  th e  S ta te  t a x  r a t i o  

enab les  one t o  see  what causes th e  o v e r a l l  S ta te  t a x  

r a t i o  t o  be h igh  or low in  a p a r t ic u la r  S t a t e .  as o f

1975-76, th e  r a t i o s  o f  S ta t e  ta x es  t o  SDP was h igher 

f o r  a l l  th e  S ta te s  t o g e th e r  than fo r  Bihar . Th is  

d i f f e r e n c e  is  p a r t i c u l a r l y  marked in  r e s p e c t  o f  the  

s a le s  t a x .

3 • Index  o f  Tax E f f o r t

2 .3 .1  We have so fa r  con s id e red  th e  burden o f*•
S ta te  ta x e s  in  terms o f  t a x  r a t i o s .  We s h a l l  now 

examine a r e l a t e d  q u es t io n ,  namely, th e  d eg ree  o f  

t a x  e f f o r t  by th e  S t a t e .  The t a x  r a t i o ,  which
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r e f l e c t s  in o sense the burden of t a x a t io n ,  is  also 

scmetiiaes ta.ver. as in n ■; i c a t o r  c f  t  le r e l a t i v e  t a x  

effort by a c iven  Govern.nent. I or t h i s  purpose, the 

t a x  r  at ic  s o d i f f e r e n t  S ta te s  -are comp ured .

2 .3 .2  in tn:ic c r e r c i s e ,  i t  is  i  . p l i c i t l y  assumed 

th a t  t r e  cit . to  income or SOP in  i t s e l f  is  a measure 

c f  t a x a b le  c_i, - Lc:.ty. hut in  f  :ct th e  imcant c f  

revenue th a t  a Government can r a i s e  o r ,  mere s p e c i f i ­

c a l l y  , th e  t  a ; 'ab le  c a p a c i t y  depends not o n ly  on th e  

t o t a l  income but a ls o  on such import ant fa c t o r s  as 

th e  l e v e l  c f  per c-ipit-, income, th e  r a t i o  o f  a g r i c u l ­

t u r a l  income t o  t o t  u income or SDP, th e  share o f  

industry  and commerce mid th e  d ec ree  o f  u rb a n is a t io n .  

The a c tu a l  tae: r a t i o  demends on chese fa c t o r s  as w e l l  

as on th e  w i l l in g n e s s  o f  th e  Government t o  t a x  i t s  

c i t i z e n s ,  th e  e f f i c i e n c y  o f  the  tam a d m in is t ra t io n ,  

and sc on . These rnay be c a l l e d  t a x  e f f o r t  f a c t o r s .

2 .3 .3  -mi order to  d e r i v e  an index  c f  tar. e f f o r t ,  

which is  b e t t e r  t t a n  t.he s im - le  t a x  r a t i o ,  .,n -attempt 

can be made to  m a n t i fy  -mo i s o l a t e  th e  in f lu e n c e  c f  

t a x  c a p a c i t y  f -ictors on the  t  jx r a t i o  so th a t  the  

d eg ree  o f  com parative  t  m e f f o r t  by any government 

may be measured. l o r  h is  p r a s e ,  we have c a r r ie d  

out a m u l t ip le  r e g r e s s io n  a n a l/ s is .  The r e g r e s s io n  

equ a tion  is  in tended t o  measure the  aver are  d eg ree

o f  r e l a t i o n s h ip  between t a x  r a t i o s  in d i f f e r e n t  

3 ta t -S  and what are i d e n t i f i e d  as ta x a b le  capacity 

f a c t o r s .  The t a x  r  it ic  es t im ated  on th e  bas is  c f  th e  

r e g r e s s io n  emu at ion is  ta.aen t o  r e p re s e n t  the  t a x  

r a t i o  which a S ta t e  would have had i f  i t  had used i t s
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c a p a c i t y  t o  an average  e x t e n t .  T h e r e fo r e ,  a comparison 

o f  th e  a c tu a l  t s x  r a t i o  f o r  a S ta te  w ith  th e  es t im a ted  

t a x  r a t i o  w i l l  in d ic a t e  whether th e  S ta t e  concerned is  

maKing th e  a verage  d eg ree  o f  e f f o r t ,  or more, or l e s s .

2 .3 .4  On th e  b a s is  o f  a TX i o r  i  re a s o n in g  and c r i t i c a l  

s t a t i s t i c a l  exam ination , i t  was dec id ed  t o  use th r e e  

c a p a c i t y  f a c t o r s  as e x p la n a to ry  v a r ia b l e s ,  namely, the  

per c a p i t a  income (Y/P) , th e  p ro p o r t io n  o f  income from 

in d u s t r ia l  and comm ercial s e c to r s  t o  SDP (Y. /Y) and th e
1 C V*

d eg ree  o f  u rb a n is a t io n  (U) -

2 .3 .5  W hile  th e  per c a p i t a  income came out as a v e r y

s i g n i f i c a n t  f a c t o r ,  i t  a lon e  ex p la in e d  o n ly  a minor

part  o f  th e  v a r ia t io n s  in  th e  t a x  r a t i o .  The o th er

important v a r ia b le s  were th e  d eg ree  o f  u rb a n is a t io n  and 

th e  share o f  in d u s try  and commerce. Both th ese  v a r ia b le s  

were found t c  be s i g n i f i c a n t  but th e  per c a p i t a  income 

and d eg ree  o f  u rb a n is a t io n  taken  to g e th e r  e x p la in s  a lm ost 

th e  same d eg ree  o f  v a r i a t i o n  as the  th r e e  fa c t o r s  put 

t o g e t h e r . Hence, we have used the  f o l l o w in g  equ a tion

t o  d e r i v e  th e  in d ic e s  o f  t a x  e f f o r t :

-  = 1 .1534 + 0 .0009 (? )  + 0 .1669 (U) R  ̂ = .7 15
1 (0 .7061 ) (4 .2110)

(F ig u res  in  b racke ts  denote  t - v a lu e s )

T a b le  11.10 g iv e s  th e  a c tu a l  t a x  r a t i o ,  th e  es t im ated  

t a x  r a t i o  and th e  in d ic e s  o f  t a x  e f f o r t  f o r  th e  

d i f f e r e n t  S t a t e s .  I t  is  seen th a t  i f  a llow an ce  is  made 

f o r  th e  d i f f e r e n c e s  in  per c a p i t a  income and th e
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TABLE I I . l O

Act a d  -i?ax R a t io ,  Estim ated Tax R a t io  

and the  Index o f  Tar. E f f o r t

S ta te s

S ta te  ta x es

A c tu a l t a x  
income r a t i o

Estim ated ta x  
income r a t i o

Index o f  
t a x  e f f o r t

Andhra Pradesh 5 .09 6.21 0 .98

Assam 3.20 3.31 0.97

Bihar 3 .40 3 .42 0.99

Gu j  ar at 6 .08 6.79 0 .8 9

Haryana u.49 5 .23 1.24

Kar nat aka 7 .40 5 .8 9 1.26

K era la 5.75 4.64 1.24

Madhya Pradesh 4.33 4.59 0.94

Maharashtra 6.8 3 7 .43 0.92

Or is s a 2.88 3.21 0.90

Punj ab 6.60 6 .47 1.02

Ra j as than 4.58 4.82 0.95

Tam il Nadu 7 .8 3 6.99 1.12

U tta r  Pr ade sh 3 .40 4.21 0 .81

West Bengal 4.53 6.21 0.73

akm
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deg ree  o f  u rb a n is a t io n ,  Bihar makes about th e  a verage  t a x  

e f f o r t ,  whereas i f  one compared o n ly  th e  ad ju s ted  t a x  

r a t i o s ,  B ih a r 's  performance would be judged  t o  be w e l l  

below  th e  a v e ra g e .  However, s in c e  th e  e f f o r t  index  

in d ic a te s  o n ly  a verage  perform ance, i t  would be f a i r  t o  

conclude th a t  th e r e  is  some scope fo r  fu r th e r  u t i l i s a t i o n  

o f  th e  t a x a b le  c a p a c i t y  o f  th e  S ta t e .

2 .3 .6  The ta x a b le  c a p a c i t y  o f  th e  S ta t e  has t o  be 

u t i l i s e d  fu r th e r  through  th e  e x p l o i t a t i o n  o f  d i f f e r e n t  

t a x e s .  l o r  in d iv id u a l  ta x es  we can compute an index o f  

use o f  t a x  p o t e n t i a l  by ta k in g  th e  p ro p o r t io n  o f  th e  

a c tu a l  r a t i o  o f  th e  y i e l d  o f  th a t  t a x  t o  SDP t o  th e  

" e s t im a te d "  r a t i o .  A r e g r e s s io n  equ a tion  was used, as 

in  th e  case  c f  th e  t a x  e f f o r t  e x e r c is e ,  undertaken t o  

e s t im a te  r a t i o s  o f  s a le s  ta x e s  t o  SDP in  d i f f e r e n t  S t a t e s .  

On th e  b a s is  o f  th e s e  es t im a ted  r a t i o s ,  in d ic e s  o f  use 

o f  s a le s  t a x  p o t e n t i a l  were worked out (T ab le  1 1 .1 1 ).

The r e s u l t s  show th a t  w h i le  Bihar has not dorr; b a d ly  in  

comparison t o  some o f  th e  n e igh bou ring  S ta te s  in  the  

m atter o f  use o f  sa le®  t a x  p o t e n t ia l ,  th e  p o t e n t ia l  has 

not been used even t o  th e  a verage  e x t e n t . The index is  

o n ly  0 .93 ; Assam on the  o th e r  hand has an index  o f  1.07„ 

Th is  su gges ts  th a t  more e f f o r t  cou ld  be made t o  r a i s e  

re sou rc es  th rough  t h i s  t a x .



T able  i i . h

A c tu a l ,  Estimated  b a les  Tax R a t io ';  and th e  

I ndex op Jse o f  Sa les  Tax Pat e n t  ia  1 

(1972-73 -  1974-75)

Salr-s taxes

A c tu a l  Estimated. Index o f
t a x  income t-u.x income use o f  t a x

r  a t io  r  at io  po ten t ia  1

Andhr a Pr ad e s h 2.12 2 .65 0 .80

Assam 1.59 1 o 1.07

Bihar 1.60 1.71 0 .93

G ujarat 3.89 3.62 1.07

Haryana 2 .61 2 . 15 1.21

Karnat aka 3 .38 3 \ 2 0 .99

K era la 3 .§9 2 o 3 2 1.59

M adhya Pr ad e s h 2.05 ? .  3 0 .86

Maharashtra 4 . 17 3 .8 9 1.07

Or is s a 1.47 1 1.01

Punj ab 2 .8 4 3.2 2 0 .90

Raj as than 2 .35 *2 i‘ 0.92

Tam il Nadu 4.38 4 .05 1.08

U tta r  Pradesh 1.62 2.10 0 .77

West Bengal 2 .46 3.23 0 .76

akm
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I I I .  EVOLUTION OF SALES TAX

3 .1 .1  As in  most o th e r  S ta t e s ,  in  B ihar a s e l e c t i v e  

s a le s  t a x  p receded  th e  in t r o d u c t io n  o f  a g e n e r a l  s a le s  

t a x .  A t a x  on motor s p i r i t  was f i r s t  l e v i e d  in  1939.

In  a d d i t io n  t o  t h i s ,  w ith  th e  grow ing needs fo r  f in a n c ­

ing  governm en ta l a c t i v i t i e s ,  a g e n e r a l  s a le s  t a x  was 

in troduced  from October 1, 1944. I t  was a s in g l e  p o in t  t a x  

des igned  on th e  l in e s  o f  th e  t a x  p r e v a i l in g  in  West 

B en ga l.  The g e n e ra l  r a t e  o f  t a x  was 3 p ie s  per rupee ,

and th e  c o ve ra g e  was l im i t e d .  Exemption was g ran ted  

t o  a la r g e  number o f  com m odities and a ls o  s a le s  t o  

C e n tra l  and S ta t e  government d ep artm en ts . The tu rn ove r  

exemption l i m i t  was R s .5 ,0 0 0 .

3 .1 .2  The i n i t i a l  enactment was r e p la c e d  by  the  

B ihar S a les  Tax A c t ,  1947. Under th e  new A c t ,  th e  

exemption l i m i t  was r a is e d  t o  Rs.10 ,000  and a t a x  a t 

th e  r a t e  o f  3 p ie s  in  th e  rupee  was l e v i e d  on th e  s a le  

o f  goods o u ts id e  B ih a r .

3 .1 .3  Some changes in  th e  1947 Act were e f f e c t e d  

in  e v e ry  su cceed in g  y e a r .  In  e a r l y  1948, th e  r a t e  o f  

t a x  on c e r t a in  lu xu ry  goods was in creased  t o  6 p ies  

v i  th e  ru p e e .  The g e n e ra l  r a t e  o f  th e  t a x  was r a is e d  

t o  6 p ies  from October 1, 1948. In  th e  yea r  1949, 

fo od g ra in s  were brought in to  th e  t a x  net and th e  t a x  

on lu xu ry  goods was in c rea sed  t o  9 p ies  in  th e  ru p ee .

Some ad justm ents were made in  th e  r a t e s  o f  t a x  and a 

few  more com m odities were c l a s s i f i e d  as lu xu ry  goods 

t o  be ta xed  a t a h igh er  r a t e .  The r a t e  on some o f  

th e  comm odities l i k e  ju t e ,  ra p e -s e e d  and o i l  was 

reduced  from 6 p ies  t o  3 p ie s  in  th e  ru p e e .  The ta x
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on th e  s a le  o f  goods o u ts id e  th e  S ta te  was a ls o  w i th ­

drawn. Th is  was n e c e s s i ta t e d  when th e  C o n s t i tu t io n  

came in to  f o r c e  =

3 .1 .4  A new Act was en fo rc e d  from J u ly  1, 1959. I t  

l e v i e d  two ta x e s ,  v i z ., th e  G enera l S a les  Tax (GST), 

which was a m u l t i - p o in t  t a x ,  and th e  S p e c ia l  S a les  Tax 

(SST ), which was a s in g l e - p o in t  t a x .  B es id es ,  th e  

tu rn ove r  l i m i t  fo r  r e g i s t r a t i o n  under th e  A c t  was f i x e d  

a t  Rs .15 ,000  f o r  a l l  d e a l e r s .  A new c a t e g o r y  o f  d e a le r  

c a l l e d  ' e n r o l l e d  d e a l e r 1 was in trod u ced . For th e se  

d e a le r s  th e  exem ption  l i m i t  was R s .1 0 ,0 0 0 . The r a t e

o f  GST was f i x e d  a t  ^ per cen t w h i le  th a t  o f  S3T was 

3 per c e n t .

3 .1 .5  W ith  e f f e c t  from November 1, 1962, th r e e  

im portant changes were in tr o d u c e d .  F i r s t ,  the  scheme 

o f  l e v y  in  r e s p e c t  o f  e n r o l l e d  d e a le r s  was g iv e n  up. 

Second, f o r  th e  f i r s t  t im e a c o n c ess io n a l  r a t e  o f  t a x  

on raw m a te r ia ls  was in trod u ced . In  a d d i t io n ,  in te n d ­

in g  m anufacturers and government departments were 

a l low ed  t o  buy p lan t and equipment at th e  c o n c ess io n a l 

r a t e .  F in a l l y ,  th e  SST was r a is e d  t o  fou r per c e n t .

The c o n c e s s io n a l  r a t e  was o r i g i n a l l y  f i x e d  a t 1 per 

c e n t .  T h is  was r a is e d  t o  2 per cen t in  1964.

3 .1 .6  In  th e  f i r s t  h a l f  o f  th e  s e v e n t i e s ,  th r e e  

im portant changes were made. F i r s t ,  in  1970, th e  

tu rn ove r  exem ption  l im i t  was r a is e d  t o  Rs .25 ,000  fo r  

a l l  d e a le r s  excep t  m anufacturers and im p or te rs ,  in  

whose case  i t  was f i x e d  a t R s .1 0 ,0 0 0 .  Second, r a t e  

changes were e f f e c t e d  both  in  1970 and 1971. The r a t e
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o f  SST was r a i s e d  t o  5 per cen t and most commodities 

were ta x ed  a t th e  f i r s t  s ta g e  o f  s a l e .  F i n a l l y ,  w ith  

e f f e c t  from 1.7 .1974 th e  s e l e c t i v e  s a le s  t a x  bn motor 

s p i r i t  was merged w ith  th e  g e n e r a l  s a le s  t a x .

3 .1 .7  An a d d i t i o n a l  t a x  was l e v i e d  f o r  th e  f i r s t
!

t im e  w ith  e f f e c t  from December 1971. The t a x  was l e v i e d  

a t  th e  r a t e  o f  o n e - fo u r th  per cen t on th e  g ross  tu rn ­

o ve r  o f  s a le s  o r  pu rch ases . The r a t e  was in c rea sed  t o  

h a l f  per cen t in  1974 and t o  one per cen t in  1975. The 

t a x  was/ however/ a b o l ish e d  in  1977 a long  w ith  th e  

m u lt i - p o in t  l e v y .

3 .1 .8  W ith  e f f e c t  from January 1, 1911, th e  B ihar 

S a le s  Tax A c t ,  1959 was r e p la c e d  by  th e  S a le s  Tax 

Ordinance/ 1976. The new s a le s  t a x  law enhanced th e  

exemption l i m i t  f o r  r e g i s t r a t i o n  f o r  g e n e ra l  d e a le r s  

and im porte rs  t o  R s . 40/000 . No exemption l e v e l  in  

r e s p e c t  c f  r e g i s t r a t i o n  was p r e s c r ib e d  f o r  manufactu­

r e r s ,  and a l l  o f  them became l i a b l e  fo r  r e g i s t r a t i o n .  

B e s id es ,  th e  concept o f  "sch edu led  goods" was in t r o ­

duced: fo r  th e  d e a le r s  in  th e s e  goods a s p e c ia l  exemp­

t i o n  l e v e l  f o r  r e g i s t r a t i o n  o f  R s .10 ,000  was l a i d  down. 

F in a l l y ,  a scheme o f  compounding fo r  sm a ll d e a le r s

was a ls o  in t r o d u c e d .

3 .1 .9  The B ihar S a le s  Tax  F i f t h  O rd inance, 1977 

came in to  f o r c e  w ith  e f f e c t  from December 26, 1977 .

T h is  o rd in ance  was in tended  t o  e f f e c t  a r a d i c a l  change 

in  th e  s t ru c tu r e  o f  s a le s  t a x  in  th e  S ta t e ,  and i t  

p r e s e n t ly  governs  th e  l e v y  and o p e ra t io n s  o f  th e  t a x .
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I t  a b o l ish e d  th e  m u lt i - p o in t  l e v y .  Thus, a l l  the  

commodities are  ta xed  now a t  a s in g l e  p o in t ,  m os t ly  

a t  th e  f i r s t  s t a g e .  The a b o l i t i o n  o f  th e  m u l t i ­

p o in t  l e v y  and th e  sim ultaneous rem ova l o f  th e  

a d d i t i o n a l  t a x  may be s a id  t o  be th e  most important 

changes in troduced  by  th e  o rd in a n c e .  B e s id e s ,  the  

exem ption  l i m i t  o f  tu rn ove r  f o r  r e g i s t r a t i o n  was 

f i x e d  a t  Rs .50,000 fo r  d e a le r s  in  g e n e ra l  and at 

Rs .20 ,000  f o r  d e a le r s  in  schedu led  goods . The p o s i ­

t i o n  w ith  r e g a rd  t o  m anufacturers was, however, not 

changed, and th e y  con tinue  t o  be s u b je c t  t o  r e g i s t r a ­

t i o n  i r r e s p e c t i v e  o f  th e  s i z e  o f  th e  tu rn o v e r .  When 

th e  m u l t i - p o in t  t a x  and th e  a d d i t io n a l  t a x  were 

a b o l ish e d ,  th e  r a t e s  were ad ju s ted  so as t o  m a in ta in  

more or l e s s  th e  same e f f e c t i v e  r a t e s  as b e fo r e  in  

r e s p e c t  o f  d i f f e r e n t  groups o f  com m odities .

2. Purchase Tax

3 .2 .1  In  a d d i t io n  t o  th e  s a le s  t a x ,  a purchase

t a x  is  in  f o r c e  in  B ih a r .  I t  was f i r s t  l e v i e d  in  th e  

S ta te  in  J u ly  1966. The t a x  was l e v i e d  in  most cases 

on th e  f i r s t  purchases in  th e  cha in  o f  t r a n s a c t io n s .  

I n i t i a l l y ,  th e  t a x  was l e v i e d  o n ly  on fou r commodi­

t i e s .  These were p o ta to ,  on ion , c h i l l i e s  and j u t e .  

They were a l l  ta xed  a t th e  r a t e  o f  5 per cen t excep t  

fo r  ju t e  which was taxed  a t  3 per c e n t .  Some more 

commodities were brought under th e  scope o f  th e  

purchase t a x  du ring  th e  s e v e n t i e s .  These were mica 

and h ides  and sk ins ( in  1970) and o i l  seeds , gur and 

makhana ( in  1972 ). Thus th e r e  are  n ine commodities
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now under th e  purchase t a x .  Among th e s e ,  mica is  th e  

on ly  commodity which is  ta x ed  a t th e  l a s t  p o in t  o f  

pur chas e .

3 • Conclus ion

3 .3 .1  To sum up, th e  s a le s  t a x  in  th e  S ta te  o f  

B ihar has undergone c o n s id e ra b le  changes bo th  in  

r e s p e c t  o f  th e  p o in t  o f  l e v y  and i t s  c o v e ra g e .  I n i t i ­

a l l y ,  a s e l e c t i v e  t a x  was l e v i e d  in  th e  year  1939 

and th e  g e n e r a l  s a le s  t a x  came t o  be l e v i e d  f o r  th e  

f i r s t  t im e  in  1944. I t  was a s in g l e - p o in t  t a x  but 

was g r a d u a l ly  changed t o  a m u lt i - p o in t  l e v y .  A f t e r  

a span o f  18 years  o f  m u lt i - p o in t  l e v y ,  th e  S ta te  

has aga in  r e v e r t e d  t o  a s in g l e - p o in t  system . The 

s e l e c t i v e  s a le s  t a x  on motor s p i r i t  has been  merged 

w ith  th e  g e n e r a l  s a le s  t a x  and th e  a d d i t i o n a l  l e v y  

has been a b o l is h e d .  The t a x ,  as o f  to d a y ,  is  m a in ly  

a f i r s t - p o i n t  l e v y ,  a lthough  in  th e o r y  th e  t a x  is  a t 

th e  l a s t - p o in t  on a l l  goods o th e r  than  th o se  n o t i f i e d  

t o  bo ta xed  at th e  f i r s t  p o in t .
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IV .  STRUCTURE OF SALES TAX

4 .0 .1  The e x i s t in g  s t ru c tu re  o f  s a le s  ta x es  in  

B ihar is  governed  by th e  F i f t h  Ordinance o f  1977 which 

brought about a b a s ic  change in  th e  system o f  s a le s  

t a x a t i o n  in  th e  S t a t e .  P r i o r  t o  t h i s  change four 

ty p e s  o f  s a le s  ta x es  were b e in g  l e v i e d :

(a ) G enera l S a le s  Tax 'GST) which was a 
m u lt i - p o in t  l e v y  imposed at 1 per 
cen t at each s ta g e ;

(b ) S p e c ia l  S a le s  Tax  (SST) which was a 
s in g l e —p o in t  t a x  l e v i e d  m o s t ly  at 
th e  f i r s t  p o in t  at v a ry in g  r a t e s ;

(c )  Purchase Tax  (FT) which was a s i n g l e ­
p o in t  t a x  l e v i e d  on a few  s e l e c t e d  
commodities m a in ly  at th e  f i r s t  
p o in t  at v a ry in g  r a t e s ;  and

(d ) A d d i t io n a l  S a le s  Tax (AST) which was 
in  th e  nature o f  a tu rn ove r  t a x .

4 .0 .2  The GST and SST were l e v i e d  w . e . f .  J u ly  1,

1959. The PT was l e v i e d  w . e . f .  J u ly  1966; and th e

AST came in to  e x is t e n c e  w . e . f .  December 1, 1971.

4 .0 .3  The F i f t h  Ordinance o f  1977 s i g n i f i e d  th e

a b o l i t i o n  o f  GST and AST/ p rov id ed  fo r  a s in g l e - p o in t  

s a le s  t a x  and continued  th e  l e v y  o f  a purchase t a x  on 

some com m od it ies . The new system came in to  o p e ra t io n  

w ith  e f f e c t  from December 26, 1977 .

4 .0 .4  The p resen t  s in g l e - p o in t  s a le s  t a x  is  l e v i e d  

a t th e  f i r s t  p o in t  in  th e  case  o f  most com m od it ies .
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The ta x  is  l e v i a b l e  at the  l a s t  p o in t  on th e  r e s id u a ry  

c a te g o ry  o f  goods, i . e . ,  commodities not e lsew h ere  

c l a s s i f i e d .  Some o f  the  comm odities which are s p e c i ­

fied . t o  be ta x e d  at th e  l a s t  p o in t  are  g iv e n  in  

Annexure I V . 1. Most o f  th e  commodities ta xed  at the  

l a s t  p o in t  a re  in  the  nature o f  raw m a te r ia ls  or 

in te rm e d ia te  g o o d s . Some h igh  va lu e  items such as motor 

cars  and motor v e h ic l e s  as w e l l  as e l e c t r o n i c  eq u ip ­

ments in c lu d in g  r a d io s ,  rad iogram s and h i - f i  s e ts  are 

a ls o  taxed  a t th e  l a s t  p o in t  in  o rd er  t o  cap tu re  va lu e  

added a f t e r  th e  f i r s t  s a l e .

4 .0 .5  In  B ih a r , th e r e  is  no s ep a ra te  Act go ve rn in g

th e  t a x  on petro leum  products . The same t a x  as a p p l i c a ­

b l e  t o  o th e r  commodities is  l e v i e d  on them at th e  f i r s t  

p o in t .  In  a d d i t io n  t o  th e  l o c a l  s a le s  t a x ,  B ih ar , 

l i k e  o th er  S ta t e s ,  a ls o  l e v i e s  and c o l l e c t s  th e  C en tra l  

Sa les  Tax (CST) on in t e r - S t a t e  s a le s  .

1. Sources o f  Revenue

4 .1 .1  T a b le  IV .  1 g iv e s  th e  p rop o r t io n s  o f  revenue

d e r iv e d  from l o c a l  s a le s  t a x e s ,  th e  purchase t a x ,  th e  

motor s p i r i t  t a x  (MST) and th e  CST. As o f  1973-74, th e  

purchase t a x  y i e ld e d  le s s  than 2 per cent o f  reven u e ,

MST around 9 per c e n t ,  CST about 25 per cen t and th e  

l o c a l  s a le s  ta x e s  ex c lu d in g  MST th e  bu lk  o f  the  revenue

i . e . ,  about 65 per c e n t .  The p ro p o r t io n  o f  CST t o  th e  

t o t a l  s a le s  t a x  revenue in  B ihar in d ic a te s  th a t  around 

25 per cent o f  th e  t o t a l  s a le s  t a x  revenue is  c o l l e c t e d  

on th e  b a s is  o f  p rod u c t ion  o n ly ,  and th e  r e s t  on th e
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T~BL£ IV .

Revenue from S a le "  Ta;- -s in  Bihar

(Rs c lakh )
Year B ihar S a le  

t a x
s Purchase 

t a x
Centra].
s a le s
w x

Motor 
.•. .Lr i t  
t  ax

T o t a l  
s a le s  t a x  
revfenue-"

1965-66 1372
(69 .64 )

- 426
(21.62)

.'7 2 
(8 .73 )

1.970

1970-71 2417 
(64 .47 )

1014 
(27 .05 )

318 
(3 .48 )

3749

1971-7 2 2552 
(62 .64 )

56
(1 .37 )

1091
(26.78 )

375
(9 .20 )

407 4

197 2-7 3 340 3 
(64 .99 )

66
(1 .26 )

1297
(24.77 )

470
( 8 . 9 8 )

5236

197 3-74 3451
(64 .63 )

74
(1 .39 )

1330 
(24 .91)

485
(9 .08 )

5340

1974-75 5243 
(73 .23)

N .A . 17 48 
(24.41)

2/169—
(2 .3b )

7160

1975-76 6974 
(7 4 .97 )

N .A . 2329
(25.08)

- 9303

1976-77 8 342 
(7 4 .45 )

N .A . 2863
(25.55 )

- 11205

1977-78 8751
(73 .31 )

N .A . 3245 
(27 .05 ) - 11996

F ig u re s  w i th in  parentheses denote  percen tages  o f  t o t a l  

Note : N«A- -  Not a v a i l a b l e  SourceN .A . -  Not a v a i l a b l e

1/ D epartm enta l f ig u r e s

1/ R e c e ip t s  o n ly  upto June 30, 1974, 
when motor s p i r i t  t a x  was merged 
w ith  B ihar Sa les  Tax

Government o f  
B ih a r , Commer c i a 1 
Taxes Department, 
Fatna , Annual 
Adm in  is  t r  a t  i v e  
R ep orts  f o r  th e  
d i f f e r e n t  y e a r s .
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b a s is  o f  consumption and use w i th in  th e  S t a t e .  We

f in d  th a t  betw een  1965-66 and 1976-77, th e  p rop o r t io n s

o f  th e  fou r components have remained more or le s s  
1/con s tan t—' .

4 .1 .2  I t  would have been in t e r e s t in g  and in form a­

t i v e  t o  c o n s id e r  th e  r e l a t i v e  importance o f  th e  revenue 

from th e  f i r s t  and l a s t - p o in t  l e v i e s .  However, s in ce  

a m u l t i - p o in t  l e v y  w as , a ls o  in  e x is t e n c e  t i l l  th e  end 

o f  1911, th e  y i e l d  from th e  f i r s t  o r  th e  l a s t - p o in t  

commodities as shown in  th e  a v a i l a b l e  s t a t i s t i c s  

in c lu des  a ls o  th e  y i e l d  from th e  co rresp on d in g  s ta g e  

o f  th e  m u l t i - p o in t  l e v y .  N e v e r th e le s s ,  th e  p ro p o r t io n s  

o f  th e  t a x  y i e l d  from th e  two groups o f  comm odities 

may be taken  t o  in d ic a t e  b r o a d ly  th e  r e l a t i v e  importance 

o f  th e  two ty p e s  o f  l e v i e s  . The p e rcen tage  y i e l d  from 

th e  two groups o f  comm odities in  th e  t o t a l  y i e l d  as 

in d ic a te d  by  a D epartm enta l su rvey  (whose cove rage  

v a r ie d  from 63 t o  70 per c e n t )  a re  g iv e n  in  T a b le  I V . 2. 

I t  is  seen  th a t  th e  r a t i o  o f  y i e l d  from th e  f i r s t - p o i n t  

commodities t o  th a t  o f  th e  l a s t - p o in t  ones was about 

70:30 in  1971-7 2; i t  in c rea sed  t o  about 85:15 by 

197 3-74, because o f  the  s h i f t  o f  l e v y  on s e v e r a l  

commodities t o  th e  f i r s t  p o in t .  The e s t im a tes  fo r  

j.97u-77 in d ic a t e  th a t  as much as 95 per cen t o f  th e  

y i e l d  would be d e r iv e d  from th e  f i r s t - p o i n t  l e v y .

The e s t im a tes  f o r  th a t  year a re  more in  th e  nature 

o f  g u es s t im a te s ,  and i t  appears th a t  th e  r e l a t i v e  

y i e l d  frorr: th e  f i r s t - p o i n t  commodities is  somewhat

1/ The in c re a s e  in  th e  share o f  l o c a l  s a le s  ta x es  
n o t ic e d  a f t e r  197 3-74 is  due t o  th e  merger o f  
MST w ith  them . I t  is  understood  th a t  in  th e  
r e c e n t  y e a rs  y i e l d  on petro leum  products has 
in c r e a s e d .



TABLE IV .  2 

Revenue S ig n i f i c a n c e  o f  Corn.r>ou.:.tic-'-.

(per cent o f  t o t a l )

Year Commodities su b je c t  t o  
t a x  a t :

Revenue s i g n i f i c a n c e

1971-7 2 F i r s t  po in t 70 .92

Las t  po in t 29.08

197 2-7  3 F i r s t  p o in t

roCO00

Last p o in t 15 .17

197 3-7 4 I  i r s t  p o in t 8 5 . 4 9

Last po in t 11.51

•k

1976-77 I i r s t  p o in t 95 .31

Last p o in t 4 .69

* E stim ates  Source : Government o f  B ih ar ,
Commercial Taxes 
Department, Patna
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ex a g g e ra te d .  N e v e r th e le s s ,  i t  would be s a f e  t o  say 

th a t  o n ly  l e s s  than 10 per cen t o f  revenue from th e  

l o c a l  s a le s  t a x  is  d e r iv e d  from th e  l a s t - p o in t  l e v y .

^  i w i n l y  due t o  th e  f a c t  th a t  th e  major re ven u e -  

y i e l d in g  comm odities a re  ta x ed  a t th e  f i r s t  p o in t ,  but 

i t  would a ls o  seem t o  be p a r t l y  due to  e v a s io n  o f  the  

l a s t - p o in t  l e v y .

Commodity-wise compos i t  ion

4 .1 .3  In fo rm a t io n  on th e  comm odity-w ise com pos it ion  

o f  y i e l d  and tu rn ove r  under s a le s  and purchase ta x e s  is  

important not o n ly  f o r  purposes o f  p o l i c y  fo rm u la t io n  

but a ls o  t o  g e t  an id ea  o f  th e  e x ten t  o f  e v a s io n  and 

a vo id an ce .  Data on comm odity-w ise tu rn ove r  and y i e l d  

have not been r e g u la r l y  c o l l e c t e d  and m ain ta ined  by 

th e  D epartm ent. Some da ta  on th e  breakdown o f  y i e l d  

by 45 conm cd it ies  groups a re  a v a i l a b l e  fo r  th e  t h r e e -  

year p e r io d  1971-7 2 t o  197 3-7 4. Some es t im a tes  have 

a ls o  been made fo r  th e  year 1976-77 . The a v a i l a b l e  

in fo rm a t ion  is  brought t o g e th e r  in  Annexure I V . 2.

The f i g u r e s  fo r  197 1-72 t o  1973-74 are  s u b je c t t o  a 

major l i m i t a t i o n .  The da ta  were c o l l e c t e d  through  

th e  c o -o p e ra t io n  o f  d e a le r s  each one c f  whom was 

asked t o  m ention  th e  y i e l d  and tu rn ove r  o f  major 

commodities d e a l t  by  him. T h is  i n e v i t a b l y  meant th a t  

no commodity would be f u l l y  co ve red , because each 

d e a le r  l e f t  out th o se  comm odities which were not 

im portant t o  him, even  though th e y  m ight be im portant 

from th e  S t a t e s '  p o in t  o f  v ie w .  Another l im i t a t i o n ,  

p a r t l y  f l o w in g  from th e  f i r s t  one, is  th a t  th e  t o t a l
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o f  com m odity-w ise y i e l d  adds up t o  between 63 pec cent 

and 75 per cen t o f  t o t a l  s a le s  t a x  revenue in  d i f f e r e n t  

y e a r s .  However, i t  would be c o r r e c t  t o  s-j./ th a t  the  

p rop o r t io n s  in d ic a te d  in  Annexure IV .  2 b r n g  cut th e  

broad p ic tu r e  r e g a rd in g  th e  revenue in'] p e r t  ante o f  major 

com m odit ies . N e v e r th e le s s ,  in  lo ok in g  at the f i g u r e s ,  

one should keep in  mind th e  p r o b a b i l i t y  r h i t  the  a c tu a l  

p ercen tages  might be somewhat h ig h e r ,  p a r t i c u l a r l y  in  

th e  case  o f  th e  more im portant commodities .

4 .1 .4  Of th e  groups o f  commodities con s id e red  in  

Annexure I V . 2, f in i s h e d  manufactured goods and o th er  

consumer goods b r in g  in  th e  l a r g e s t  p r o p o r t io n  o f  revenue , 

around 30 per cen t in  1976-77 . Th is  p ro p o r t io n  is  seen 

t o  have f a l l e n  from 38-40 per cent e x i s t in g  in  the  

e a r l i e r  years  . Next in  importance are manufactured 

inputs (o th e r  than th ose  coming under d e c la r e d  goods) -  

Group V -  which b r in g  in  .around 15 per t :  r.t o f  re ven u e . 

T h ird  come a g r i c u l t u r a l  p rodu cts , b r in g in g  in  10 per

cent o f  t o t a l .  D ec la red  goods o th er  Wean roodgra in s  

y i e l d  about 6 per c en t ,  w h i le  the  share.-; W f o r e s t  and 

m in era l products a te  i n s i g n i f i c a n t .  The t o t a l  o f  th e se  

percen tages  comes t o  o n ly  68.4 per cent in  197 3-7 4 and 

63 per cen t in  1976-77 (e s t im a t e s ) ,  owing t o  th e  l im i t e d  

cove rage  o f  th e  s t a t i s t i c s  c o l l e c t e d .  W ith f u l l  c o ve rag e ,  

th e  share o f  f in is h e d  goods would pr or . : v amount t o  

between  40 and 50 per c en t ,  th a t  o f  manufactured inputs 

t o  about 20 per cen t and th a t  o f  a g r i c u l t u r a l  products 

t o  about 15 per c e n t .

4 .1 .5  Tak ing  in d iv id u a l  c a t e g o r i e s ,  th e  more impor­

ta n t  re ven u e -ea rn in g  items a re ,  au tom obiles and motor



-  39

p a r ts ,  c e r e a l s ,  e d ib le  o i l  in c lu d in g  v a n a s p a t i ,  i r o n  

and s t e e l ,  m ed ic in es  and soaps and d e t e r g e n t s .  Of 

th e  68.5 per cen t o f  revenue covered  in  197 3-7 4, 

th e s e  goods accounted fo r  32 per c e n t .  The r e s t  o f  

th e  36.5 per c en t ,  i . e . ,  more than h a l f ,  comes from 

a la r g e  number o f  com m odit ies , th e  amount c o l l e c t e d  

from each b e in g  a sm a ll p e rcen tage  o f  th e  t o t a l .

2. R a te  S tru c tu re

4 .2 .1  As in  o th er  S ta t e s ,  in  B ihar t o o ,  an attem pt 

has been made t o  augment revenue  and t o  in trod u ce  an 

element o f  p r o g r e s s io n  th rough  v a r ia t io n s  in  r a t e s .  

Common fo od  a r t i c l e s  and o th e r  n e c e s s i t i e s  a re  taxed  

a t low  r a t e s ,  goods g e n e r a l l y  bought by  th e  a f f lu e n t  

s e c t io n s  a re  ta xed  a t  h igh  r a t e s  ra n g in g  from 10 t o

16 per c en t ,  and r a t e s  in  th e  medium range a re  a p p l ie d  

t o  o th e r  goods , apart from d e c la r e d  goods .

4 .2 .2  Food a r t i c l e s  them se lves  are  d iv id e d  in to  

th r e e  r a t e - c a t e g o r i e s ; 3 t o  4 per c en t ,  5 t o  6 per 

cent and 8 t o  9 per c e n t .  C e rea ls  and pu lses  (4 per 

c en t )  and f l o u r  and maida (3 per c en t )  f a l l  in  th e  

f i r s t  c a te g o r y ;  meat, f i s h ,  f r e s h  f r u i t s ,  curd , b u t t e r ­

m ilk  and cooked food  f a l l  in  th e  second c a te g o r y ;

and ghee and va n a s p a t i  in  th e  t h i r d  c a t e g o r y .  The 

l a s t  two comm odities a re  o b v io u s ly  t r e a t e d  as sem i­

lu x u r ie s  and hence taxed  a t a r e l a t i v e l y  h igh  r a t e .

4 .2 .3  S im i l a r l y ,  food  a r t i c l e s  s o ld  in  co n ta in e rs  

l i k e  baby fo o d ,  m ilk  powder and canned food  are  ta xed  

a t th e  g e n e ra l  r a t e  o f  8 per c e n t .
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4 .2 .4  C ther commodit ie s  ta xed  a t  a f a i r l y  low r a t e ,  

apart from inpu ts , arc i n f e r i o r  kercsc.ie  (5 per c e n t ) ,  

newsprin t (5 per c e n t ) ,  s tu d en ts ' e x e r c is e  books (3 

per c e n t ) ,  and f e r t i l i s e r s  (5 per c e n t ) .  I n f e r i o r  

kerosene is  ta xed  at a low  r a t e  because i t  is  used 

m o s t ly  by poor p eo p le ;  o th e r  goods seem t o  be su b jec ted  

t o  low  r a t e s  fo r  s o c i a l  reasons .

4 .2 .5  A la r g e  m a jo r i t y  o f  consumer goods ra n g in g  

from m ed ic in es ,  kerosene .-o il/soaps  and readymade g a r ­

ments t o  fo o tw e a r ,  t o o th p a s te ,  c o n f e c t i o n e r i e s , 

g la ssw are  and fo u n ta in  pens are  ta xed  at 7 and 8 per 

c e n t .  A lso  ta xed  a t th ese  r a t e s  are  s e v e r a l  inputs 

such as o rg a n ic  manure, c a u s t ic  soda, fu rnace o i l ,  

r e f r a c t o r i e s ,  chem icals and p lywood. The g e n e ra l  r a t e  

on machinery a ls o  is  8 per cen t a lthough  m anufacturers 

need pay o n ly  3 per c e n t .

4 .2 .6  W hile  a la r g e  number o f  common ccocs  consumed 

by th e  m idd le  c la s s e s  and even  by the  g e n e r a l  popu la­

t i o n  a re  ta x ed  at 8 per c en t ,  c e r t a in  o th e r  household 

goods, such as p ressu re  cook ers , b everages  l i k e  t e a  

and c o f f e e ,  c e r t a in  food  a r t i c l e s  such as b i s c u i t  and 

d ry  f r u i t s ,  matches and k iran a  goods are a i l  ta xed  at 

9 per c e n t .  A lso  ta xed  at 9 per cen t are  petro leum  

products ex c lu d in g  v a r i e t i e s  o f  d i e s e l  o i l  and a v ia t io n  

s p i r i t .

4 .2 .7  E l e c t r i c a l  goods, e x c lu d in g  d ry  c e l l  b a t t e r i e s  

and e l e c t r i c a l  m otors, cement, aera ted  water and 

s t a in l e s s  s t e e l  a r t i c l e s  a re  taxed  at 11 per cento
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4 .2 .8  Luxury c o c o s . in  g e n e ra l ,  are ta xed  a t r a t e s  r a n g ­

ing  from 13 t o  16 per c en t ,  excep t  fo r  h igh  va lu e  a r t i c l e s  

such as th o se  made o f  go ld  and s i l v e r  (taxed  at 4 per c e n t ) ,  

s y n th e t ic  gems and stones (taxed  a t 10 per c e n t ) ,  g o ld  

em bro idery  work (taxed  a t 8 per c en t )  and motor cars  

(taxed  at 6 per c en t )  .

Com parative r a t e  s t ru c tu re

4 .2 .9  Com parative r a t e s  in  B ihar and in  some o f  the  

n e igh bou ring  S ta te s  are  g iv e n  in  Annexure I V . 3- The 

comparison is  w ith  r e f e r e n c e  t o  s t a tu t o r y  r a t e s  p r e v a i ­

l i n g  in  th e  d i f f e r e n t  S ta t e s ;  in  making th e  comparison 

account is  not taken  o f  th e  su rcharges  l e v i e d  in  some 

o f  th e  S ta te s  . I t  would be seen th a t  as fa r  as fo o d -  

g ra in s  a re  concerned th e  r a t e s  in  th e  ne igh bou ring  

S ta te s  are  more or le s s  comparable w ith  th o se  in  B ihar 

though th e r e  a re  some d i f f e r e n c e s .  The r a t e  c f  t a x

on e d ib le  o i l  o th e r  than v a n a s p a t i  is  4 per cen t in  

B ihar and O r is s a  and th e y  a re  c o m p le te ly  exempt from 

t a x  in  Assam and West B en ga l.  The r a t e s  o f  o th e r  food  

a r t i c l e s  such as f i s h ,  meat, ghee, gur, cooked food 

a re  a ls o  s im i la r  t o  th ose  in  th e  n e igh bou ring  S ta t e s .  

However, c h i l l i ,  c o f f e e  powder, pepper, o th e r  sp rees ,  

and s a l t  (s o ld  in  c o n ta in e r s )  a re  a l l  taxed  a t h igh er 

r a t e s  in  B ih a r .  Dom estic f u e l  items (o th e r  than c o a l  

which is  a d e c la r e d  good) and matches are  a ls o  in  

g e n e ra l  ta xed  at a h igh er  r a t e  in  B ih a r .  T o i l e t  a r t i ­

c l e s ,  readymade garments, fo o tw e a r ,  c o n f e c t io n e r v  and 

a e ra ted  waters a re  a ls o  ta xed  a t a h igher r a t e  in  .

B ih a r .  T h is  is  a ls o  g e n e r a l l y  t ru e  o f  a number o f  

lu xu ry  a r t i c l e s ,  th e  main e x c ep t io n s  b e in g  a r t i c l e s
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made .o f  g o ld  and s i l v e r ,  s t a in l e s s  s t e e l  v e s s e ls  and 

wooden fu r n i t u r e .  Equipment and machinery items not 

in  th e  nature o f  in d u s t r ia l  machinery such as l i f t s ,  

t a b u la t in g  and c a lc u la t in g  machines and -typew rite rs  

a re  ta xed  at h igh er  r a t e s  in  B ihar (14 per c en t )  J".han 

in  Assam or O r is sa  (12 and 13 per cen t ,  r  j s p e c t i v e l v )  , 

but at a lower r a t e  than  in  West Bengal ' I t  per rent.’) . 

I t  would be c o r r e c t  t o  s t a t e  th a t  on a 1 =rge number 

o f  a r t i c l e s  th e  r a t e s  in  B ihar a re  somerrhet h i g h e r . 

Even th e  r a t e s  o f  t a x  on cement and on o rg a n ic  

manures a re  found t o  be h igh er  in  B ihar . Another 

in s tan ce  o f  a r a t e  which is  out o f  l i n e  w ith  th ose  in  

th e  ne ighbouring  S ta te s  is  th a t  on h igh  speed d i e s e l

o i l  which at 17 per cen t is  much h igher than in  O r is sa  

or in  West Bengal (13 per c e n t ) .

4 .2 .10  Another comment th a t  may be made on th e  s a le s  

t a x  r a t e  s t ru c tu r e  in  B ihar i s  th a t  th e  -;<radations are  

t o o  f i n e  and as a r e s u l t  th e re  has corns in to  e x is t e n c e  

a m u l t i p l i c i t y  o f  r a t e s  There  . r e  as many as 15 r a t e s  

ran g in g  from 2 per cent to  .7 per cen t, even i f  one 

le a v e  out th e  r a t e  o f  tax  on a lo c h o l  a t 35 per cent . 

Th is  m u l t i p l i c i t y  o f  r a t e s  not o n ly  b lu n ts  th e  p r o g r e ­

s s iv e  e f f e c t  th a t  is  in tended , but c rea te s  th e  need 

f o r  a d d i t i o n a l  c a lc u la t io n s  which in e r t  . ,  ts th e  co s t

o f  com pliance w h ile  not r e a l l y  b e n e f i t in g  re ven u e .

W hile  i t  i s  t r u e  th a t  p r o g re s s io n  i s  t o  be in troduced  

through  some g ra d a t io n  in  r a t e s ,  th e r e  is  c e r t a in l y  no 

need t o  have as many as 15 d i f f e r e n t  r a t e  c a t e g o r ie s  .

4 .2 .11  Th ere  is  a c le a r  need fo r  th e  r a t i o n a l i s a t i o n  

o f  th e  t a x  s t ru c tu r e  le a d in g  J o a r e d u c t io n  in  th e
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number o f  r a t e s ,  a d ju s t in g  th e  r a t e s  t o  be more in  l in e  

w ith  th ose  p r e v a i l i n g  in  th e  ne ighbouring  S ta te s  and 

r e v i s in g  some o f  them t o  make th e  s t ru c tu re  more p r o g r e ­

s s i v e  and e c o n o m ic a l ly  more b e n e f i c i a l .

3 . Exempt:ions Under S a les  T a x a t io n

4 .3 .1  As in  o th e r  S ta t e s ,  exemptions under s a le s  t a x  

are gran ted  in  B ihar a ls o  fo r  v a r io u s  reasons . I irs t .-  

exemptions a re  g iv e n  fo r  c e r t a in  food  items . Some o f  

th e s e  exemptions such as f o r  common s a l t ,  f r e s h  m ilk , 

o rd in a ry  w a te r ,  g reen  v e g e ta b le s  and sweet po ta to es

are  g iv e n  p r im a r i l y  on e q u i t y  co n s id e ra t io n s . ,  Hovrever, 

exem rtions g iv e n  fo r  f r e s h  meat and f i s h  and egg'-' , e t c .  

cannot be j u s t i f i e d  on th e  ground th a t  th e s e  goods are 

consumed m a in ly  by poor p e o p le .  P a r t l y  f o r  the  reason  

th a t  th e s e  are  food a r t i c l e s  and p a r t l y  f o r  the reason  

th e y  are  p e r is h a b le ,  exemptions seem t o  have been g r a r to  

t o  them. I t  is  t o  be noted th a t  b a s ic  food  items such 

as c e r e a ls  and pu lses  do not e n jo y  exempt i o n .

4 .3 .2  S econ d ly , c e r t a in  non-food  items are exempted, 

t o  encourage th e  p r e d ic t io n  o f  some itemr and the  

consumption o f  o th e rs  fo r  broad s o c i a l  r e a s o n s .  The 

f o l l o w in g  commodities a re  c u r r e n t ly  beinc exempted 

under t h i s  c a te g o r y :

( i )  Books and p e r i o d i c a l s ,

( i i )  E x e rc is e  books -  th e  exem je ion  s h a l l  be 
a l low ed  o n ly  t o  such d e a le r s  who Produce 
cash memo or b i l l s  e t c .  i i  .e lud ing such 
o th e r  e v id en ce  showing the t  s a le s  t a x  
has a lr e a d y  been pa id  under s e c t io n  11 
o f  B .S -T . O rdinance 1977 th e  purchase
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o f  paper r e q u ir e d  fo r  th e  manufacture 
o f  such e x e r c is e  books-

S la te s  o f  a l l  kinds and s l a t e  p e n c i l ,

L iv e s to c k ,

Falm gur and palm products,

Cocoons,

Quinine and c inchone fab r ifu ge .-

ivhandsar i  g ur ex c lu d in g  khan&c-c.r i  
sugar and palmyra sugar,

Jute seeds,

Margo s tone  and mango ke rn e ls  - 

H earing a id s .

H o s ie ry  goods (e x c lu d in g  sc c: ." ) ; exemp­
t i o n  o n ly  fo r  th e  p er iod  l . t . 7  9 -  31 .3 .80 ,

H o s ie ry  c lo th  s o ld  in  len;;cic.

Condoms,

Lo'cenges, lemon drops a: ... f -  u i t  droos 
(exemption is a l l c  vcd ia  r ; - pccL' or 
sa le  o f  c cods which are m .nuf acturcd 
w cchocd; I'.s.crg 1 no re- ' , ined in
claic3r (g )  or sec t  ~r 7 <■■■■: ne F ac to r ie s
Act 6° o f  1^46 ■

( x v i )  C a t t l e  reed one roi ’!t r  dee' and

( xv  i  i ) |Cj i ■ g ar c a c.d y .

4 .3 .3  The t h i r d  typ e  o f  exem ption  is  g ran ted  on an 

i n s t i t u t i o n a l  b a s is ;  i . e . ,  goods s o ld  t c  • or by, p a r t i ­

cu la r  s o c i a l  or economic in s t i t u t i o n s  ai e exempted.

These exemptions are  in tended t o  encourage e i t n e r  

c e r t a in  typ es  o f  p rod u c t ion  ( f o r  example Ghani o i l  in 

p r e fe r e n c e  t o  machine o i l )  o r  c e r t a in  i r s t i t u t i o n s  

( f o r  example c o o p e ra t iv e  s o c i e t i e s ) .  Exemption o f  t h i s  

kind gran ted  in  Bihar a re  as f o l l o w s :

( i i i )

( i v )

(v )

( v i )

( v i i )

( v i i i )

( i x )

(x )

( x i )

( x i i )

( x i i i )

( x i v )

(xv )
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( i )  ^l.-xdi c lo tn  -  exem ption  i ;  a l lo w ed  o n ly
t o  d e a le r s  who are  g ran t e l  c e r t i f i c a t e s  
o f  exerapt ion  by th e  assess inq au th o r  i t y  
t o  th e  e f f e c t  th a t  th e y  s e l l  Khadi c lo th  
c e r t i f i e d  as genuine by th e  A k h i l  Bhar- 
t i y a  Charkha Sangh,

( i i )  Food -  when‘ s o ld  t c  th e  A rd esh ir  D a la i  
T u b e rcu lo s is  H o s p i ta l ,  Jamshedpur fo r  
supp ly  t o  p a t ie n ts ,

( i i i )  S a le s  by or t o  th e  can teen  s to r e s  d e p a r t ­
ment o f  th e  r e g im e n ta l  or u n it - ru n  can­
teen s  a tta ch ed  t o  th e  M i l i t a r y  U n its  in  
th e  SL,ite, o f  goods c e r t i f i e d  t o  be 
r e q u ir e d  fo r  b o n a f id e  use o f  th e  members 
o f  th e  D efence Force  o f  Ifcdia,

( i v )  doLLon -  th e  exem ption  is  a l low ed  on 
a l l  s a le s  o f  c o t to n  made by tha

a) B ihar Khadi S am it i  and i t s  
branches in  th e  S ta t e ,  and

b) B ihar S ta te  Khadi and V i l l a g e  
In d u s t r ie s  Board :’.n th e  S ta te  
fo r  th e  e x c lu s iv e  purpose o f  
sp in n in g  khadi yai n ard c e r t i ­
f i e d  as such by th e  S a m it i ,

a ) q eadyrr.ad*' khadi garments

b ) Ghani o i l

c ) Hand pounded r i c e

d) Cane rub

e ) Hand made matches

f )  Hand mac e pape" 

a ) Ghani o i l  cake

(v )

The exemption is  a l low ed  in  r e s p e c t  o f  
s a le s  o f  goods manufacture i b y  th e  manu­
fa c tu r in g  u n its  cwned by khadi and 
V i l l a g e  In d u s t r ie s  Board o~ by th e  coop­
e r a t i v e  s o c i e t i e s  and the  in s t i t u t i o n s  
r e g i s t e r e d  under th e  S o c i e t i e s  R e g i s t r a ­
t i o n  A c t ,  1960 a id  c e r t i f : e d  as such by 
t b °  ^ a d i  and V i l l a g e  In d u s t r ie s  Board and
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(v i/  Cotton  yarn  (irom  1.4 .7  9 -  3 1 .3 .8 0 ) .

4 .3 .4  F o u r th ly ,  th e r e  a re  exempt ions g ran ted  in  o rder  

t o  f u l f j l  o b l i g a t i o n s  a r is in g  from in t e r - S t a t e  or 

in t e r n a t io n a l  agreements .

In  t h i s  c a te g o ry  B ihar g ran ts  - tem p tion  from 

s a le s  t a x  under the  f o l l o w in g  c o n d it io n s ;

( i )  S a les  o f  goods in  th e  course o f  export  
t o  Bhutan, p rov id ed  th e  s e l l i n g  d e a le r  
produces n ecessary  ev id en ce  in c lu d in g  
a c e r t i f i c a t e  from au th or ised  o f f i c e i  
o f  th e  Government o f  I hutan th a t  such 
goods a re  meant fo r  a c tu a l consumption 
in  th a t  country ;

( i i )  S a le s  o f  goods t o  UNICEF, p rov id ed  th a t  
. UNICEF c e r t i f i e s  th a t  th e  goods are 

r e q u ir e d  fo r  t h e i r  own use;

( i i i )  S a les  o f  goods t o  WHO, w h ic i  r e q u ir e d
fo r  th e  o f f i c i a l  use o f  th e  C su b je c t  
t o  a c e r t i f i c a t e  from th e  o f;:  "c e r  in  
charge th a t  th e  goods are  r e q u ir e d  ?s 
such;

( i v )  Sa les  o f  goods t o  In t e r n a t io n a l  Crop
R esearch  I n s t i t u t e ,  Hyderabad p rov id ed  
th a t  th e  s e l l i n g  d e a le r  produces nece­
s s a ry  ev id en ce  in c lu d in g  a c e r t i f i c a t e  
from th e  a u th o r ised  o f f i c e r  c f  the  
In s t i t u t e  concerned t o  s a t i s  t  the  
a ssess in g  a u th o r i t y  th a t  th e  goods 
purchased by i t  a re  fo r  i t s  o f f i c i a l  
use in  course o f  in t e r - S t a t e  t~ade  and 
commerce.

4 .3 .5  F i f t h l y ,  c e r t a in  producer goods or inputs used

in  a g r i c u l tu r e  or by sm all s c a le  in d u s t r ie s  are  exempted. 

Under t h i s  c a te g o r y  B ihar exempts th e  f o l l o w in g  goods :

(a ) A g r i c u l tu r a l  implements worked by human 
or animal power, namely,
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i ) Rabat w ater l i f t

i i ) Arcr imeaean :-crey pu:up

i i i ) Ploughs :md parts  t h e r e o f

i v ) Spades f>oda 1 i )

v ) Hoes

v i ) Phavms

v i i ) I r o n  and le a th e r  mhots

v i i i ) Harrov/s

ix ) S i c k le s

x ) Knur p ies

x i ) Kai- ing

x i i ) C h a ff  cutter.- spare p a rts  t h e r e o f

x i i i ) Seed d r i l l

x i v ) Thrashers

x v ) Mowers

x v i ) Cu lt i v a t o r s

x v i i ) R id g e r s ,  and

x v i i i ) Land l e v e l l e r s

(b ) Sugarcane -  when s o ld  by the  cene g row ers , 
o r  c o o p e ra t iv e  s o c i e t i e s  t o  ■ a -c~  f a c t o ­
r i e s  fo r  m anufacturing sugar

(c") Sp inn ing wheel (charkha) or p a rts  th e r e o f*

4 .3 .6  L a s t l y ,  th e r e  are  some exempt io n r frorr s a le s  

t a x a t io n  g ra n ted  because th e  goods are t i x e d  under a 

d i f f e r e n t  s t a t u t e  by  th e  S ta te  or th e  Ce a t ra l  g o v e rn ­

ment . The f o l l o w in g  good? s u b je c t  t o  a d d i t i o n a l  e x c is e  

du ty  are  th e  major goods exempted under t h i s  c a te g o ry :

C o tton  f a b r i c s ,  rayon  or a r t i f i c i a l  s i l k  f a b r i c s ,  
w o o l le n  f a b r i c s ,  su gar , tob acco  as d e f in e d  in  
th e  A d d i t io n a l  D u ties  o f  E xc ise  (Goods o f
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S p e c ia l  Im portance) A c t ,  3 957 h a n iloom c lo th  
and pure s i l k  f a b r i c s  manufactured in  m i l l s  
and power loom s,

4 . S tru c tu re  o f  S a les  Tax Dea le r s  and _Co l l e c t  ions

4 .4 .1  The t o t a l  number o f  a c t i v e  r e g i s t e r e d  d e a le r t  

in  th e  S ta te  under th e  Bihar S a les  Tax is  c u r r e n t ly  

about 30,000 . There are  23,000 d e a le r s  r e g i s t e r e d  

under th e  CST A c t .  Most o f  th e  l a t t e r  a re  a lso  

b e l i e v e d  t o  be r e g i s t e r e d  under th e  B ihar S a les  Tax 

A c t .  Hence th e  t o t a l  number o f  r e g i s t e r e d  d e a le r s  

should be -around 35,000 .

4 .4 .2  Departm enta l surveys  o f  d e a le r s ,  t h e i r  tu rn ­

o ver  and t a x  pa id  as w e l l  as o f  th e  commodity composi­

t i o n  o f  revenue  were conducted fo r  th e  th r e e  /ears 

1971-72 t o  1973-74^//. For 1976-77, th e  s tady  ceam c f  

th e  I n s t i t u t e ,  w ith  th e  c o l l a b o r a t i o n  o f  th e  D ep a r t­

ment, a ttem pted  a g lo b a l  su rvey  o f  the  d e a le r s  t o  

o b ta in  in fo rm a t io n  on tu rn ove r  .and ta x  p a id .  U n fo r tu ­

n a t e ly ,  in fo rm a t io n  could not be ob ta ined  from a l l  th e  

c i r c l e s  in  t im e  f o r  t a b u la t io n —̂ . He ice. th e  coverage  

is  l im i t e d  t o  ab'n,.i 18. '.'00 d e a le r s  . I he d i s t r  ibuv ion  

o f  d e a le r s  by s i z e  o f  tu rn ove r  is  g iv e n  in. T ab le  P ' . j .  

For th e  rea son  ju s t  m entioned, the  ab so in te  f ig u r e s  

fo r  1976-77 a re  not comparable t o  those  fo r  th e  th r e e  

e a r l i e r  y e a r s .  However, some in fe ren ces  ’1137 be drawn 

on s i z e - d i s t r  ib u t io n .  A v e r y  h igh  p ro p o r t io n  o f

I /  The number o f  d e a le r s  covered  increased1 from about 
20,000 in  1971-7 2 t o  about 21,000 in  197 3-74..

2/ The cove rage  achievement is  50 out o f  6a c i r c l e s  .



TABLE IV .  3 

D i s t r ib u t io n  o f  D ea le rs  by S i z e  o f  Turnover

4 9  -

Gross tu rn ove r  group 
(Rs . ’ 000)

(above upto )

1971-721 197 2-7 31 197 3-7 41 1976-77'

0 - 50 7505 
(37 .95 )

8 288 
(37.95)

7803
(36 .93 )

48 41- 
(26 .95 )

50 - 100 4350
(21 .89 )

4122 
(18 .87)

4118
(19 .49 )

2953 
(16 ,48 )

100 - 500 5610 
(28 .23 )

6493
(29.73 )

6249
(29.57 )

6 OP 4 
(33 .^0 )

500 - 1000 1129
(5 .6 8 )

1350 
( 6 .18)

13 58 
(6 .42 )

1C 3 1
(1C - V - )

1000 - 2500 8 38 
(4 .2 1 )

987
(4 .52 )

941 
(4 .45 )

14!'"
.'8 . 0 7 ’i

2500 - 5000 243
( 1 . 2 ::)

316
(1 .44 )

38 3
( l  .81)

4 t r

5000 197
(0 .9 9 )

280
(1 .28 )

27 5
(1 .30 ) (1 .8  3)

t o t a l 19872 218 36 21127 17977

F ig u re s  w ith in  paren theses  deno te  
p ercen tages  o f  t o t a l .

Note  : The f i g u r e s  fo r  1971-7 2
t o  197 3-7 4 a re  not com-' 
p a ra b le  w ith  th ose  f o r  
1976-77 .

Source : l )  Same as ::or 
T a b le  I V . l .

2) Data c o l l e c ­
te d  by  th e  
study t e e .1 
from th e  
c i r c l e  o f f i c '
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d e a le r s  f a l l  in  th e  low es t  th r e e  tu rn ove r  c la s s e s  

c o v e r in g  th e  range R s .  0 -  5 l:ikh: In  1971-72, such 

d e a le r s  accounted fo r  88 per c e r t  c f  t c o a l  d e a le r s  

and in  1973-74, 86 per c e n t .  In  1976-77, t h e i r  

p ro p o r t io n  amounted o n ly  t o  77 per cento On the o th e r  

hand, th e  p ro p o r t io n  o f  the  number o f  d e a le r s  in  the  

c la s s  Rs . 1 lakh  t o  5 lakh in creased  from about 30 par 

cen t in  1973-74 t o  about 34 per cen t in  19/6-7',7 . Both 

th ese  can be exp la in ed  by th e  in f l a t i o n a r y  ex p e r ien c e  

o f  th e  7 0 's .  I t  is  a ls o  p o s s ib le  chat w h i le  th e  s c a le  

o f  bu s in ess  o f  e x i s t in g  d e a le r s  is  in c r e a s in g ,  not 

enough new d e a le r s  a re  b e in g  roped in  by the  D epartm en t.

4 .4 .3  The in c rea se  in  th e  r e l a t i v e  share has taken  

p la ce  in  a l l  c la s s e s  above Rs . 1 lakh, though the  

g r e a t e r  pa rt  o f  th e  in c rea se  is  con cen tra ted  in  th e  

range o f  Rs . 1 lakh t o  Rs . 5 lakh . T h 's  means th a t  

d e a le r s  in  th e  m idd le  range have in creased  r e l a t i v e l y  

more than th ose  at e i t h e r  end o f  th e  s c a l e .  While 

d e a le r s  in  th e  range o f  Rs . 2!) lakh and above c o n s t i tu to r  

o n ly  2 t o  3 per cen t o f  th e  t o t a l  number o f  d e a le r s ,  

th e y ,  however, c o n tr ib u te d  around 60 poo cen t o f  th e

t o t a l  t a x  pa id  in  197 3-7 4 (See T a b le  I V . 4; . The

co rresp on d in g  percen tage  in  1976-77 was 7 0 .2 .  In  

th a t  y e a r ,  d e a le r s  w ith  tu rn ove r  above R s . 5 lakh 

c o n tr ib u te d  about 85 per cen t o f  th e  t o t a l  t a x  

c o l l e c t e d  . I t  is  obv ious th a t  from th e  revenue

p o in t  o f  v iew , s i g n i f i c a n c e  is  t o  be a ttach ed  m a in ly

t o  d e a le r s  w ith  tu rn ove r  above R s . 5 lakh .



TABLE I V , 4 

Tax  Payment b y  Grades o f  Turnover in  Bihar

(Rs . lakh )

Turnover 
(Rs 

( above

group
000)

upto )

1971-7 2 1972-73 197 3-7 4 197 6- 7 7

0 -  50 56.52
(2 .7 9 )

62.27
(1 .84 )

69 .06 
(3 .01 )

96 .34 
(1 .4 2 )

50 -  100 74.37
(3 .6 7 )

74.56
(2 .20 )

72.66
(3 .17 )

135.6°
(2 .0 0 )

100 -  500 256.03
(12 .63 )

355.84
(10.50 )

316 .51 
(13 .81 )

76 3.40 
(11 .28 )

500 -  1000 128.47
(6 .34 )

647 .29 
(19.10 )

173.98 , 
(7 .59)

375.48
(5 .5 5 )

1000 -  2500 195.21
(9 .63 )

27 2.. 90 
(8 .05 )

254.42 
(11 .10 ) '

643 .7 9 
( S . 51)

2500 -  5000 147.28 
(7 .27)

248.7 4 
(7 .34)

305.74
(13 .34 )

^55 .3,. 
(6 .7 3)

5000 1168 .72 
(5 7 .67 )

1726.66 
(50 .96 )

1099.15 
(47 .97 )

4297 .71 
(63 .50■

T jt a l 2026.60 ' 3388 .26 2291.52 6767 .7 2

F ig u re s  w i th in  paren theses  Source : Same as fo r
in d ic a t e  p e rcen tages  o f  t o t a l .  T a b le  I V . l .
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4 .4 .4  T a b le  I V . 5 g iv e s  d i v i s i o n - w is e  d i s t r i b u t i o n  o f  

d e a le r s ,  t h e i r  tu rn ove r  _nd t a x  paid in  197 3-7 4. I t  

is  n o t ic e d  th a t  Bhagalpur D iv i s i o n  accounts fo r  the  

l a r g e s t  p ro p o r t io n  (25.8 per cen t )  o f  d e a le r s  among 

th e  f i v e  D iv i s io n s ,  but accounts fo r  o n ly  12.7 per cen t 

o f  th e  ta x a b le  tu rn ove r  and 13.9 per cen t o f  t a x .  On 

th e  o th e r  hand, th e  Patna D iv i s io n ,  which con ta in s  o n ly  

le s s  than 25 per cent o f  d e a le r s  accounts fo r  38.2 per 

cen t o f  th e  t a x a b le  tu rn o ve r  and 30.3 per cent o f  t a x .  

Next in  importance in  terms o f  t a x  c o l l e c t i o n  is  

C hotanagpu r-I (Ranchi) which b r in gs  in  27.6 per cen t o f  

re v en u e .  Thus, we f in d  th a t  n e a r ly  60 per cen t o f  

revenue is  d e r iv e d  from th e  two D iv is io n s  o f  Patna and 

C h o tan agpu r- I .  I f  Chotanagpur-2 is  taken  in to  account, 

then  th e  th r e e  D iv is io n s  to g e th e r  are seen t o  account 

f o r  more than 75 per cen t o f  th e  re ven u e .

5 • Summing hp

4 .5 .1  The b a s ic  s t ru c tu re  o f  s a le s  t a x a t io n  in  B ihar 

is  h e a v i l y  b ia sed  towards the  f i r s t - p o i n t  l e v y  and is  

dependent on t h . r  le v y  fo r  th e  bu lk  o f  the  revenue 

from th e  l o c a l  saxes ta x ,  even though s e v e r a l  im portant 

comm odities a re  taxed  at th e  l a s t  p o in t  , The p ic tu re  

one g e ts  is  th a t  o f  a s t ru c tu re  w ith  g e n e r a l l y  h igh  

r a t e s  imposed on a narrow b a se .  Even w ith  a low g e n e ra l  

exem ption  l e v e l  l i k e  Rs . 25,000 in  197 3-74 or 1976-77, 

th e  t o t a l  number o f  assessments d id  not exceed 30000 

in  a .S ta t e  w ith  a p op u la t ion  o f  about 6 c ro r e s  and 

SDP o f  Rs . 3826 c r o r e .  A f t e r  a d ju s t in g  fo r  s h o r t f a l l  

in  co v e ra g e ,  one f in d s  th a t  assessed  tu rn ove r  formed o n ly
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D iv i s io n - w is e  !■

TABLE I V -5

i s t r i b u t i o n  o f  D e a le r s ,  Gross

Tu rnover , Taxab le  Turnov 

and Tax  Paid

(197 3-7 4)

(Rs . lakh)

D iv i s  ion Number o f Gross tu rn ­ Taxab le Ta;,
d e a le r s over tu rn ove r pa id

Patna 5036 46701 = 28 24222.47 693 .39
(23 .72) (28 .45) (38 .19 ) (30 ,26 )

T irh u t 3425 12911.42 4352 .03 242.78
(16.13 ) (7 .87) (16 .86) (10 .59)

Bhagaipur 5469 167 96.25 8043 .43 317.47
(25.76) (10 .23 ) (12.68) (13 .85;

Chotanagpur - I 4427 59842.43 167 21.11 6 3 2.53
(Ranchi) (20 .85 ) (36 .46 ) (26 .36 ) (27 .61;

Chot anagpur - 11 287 3 27874.02 10083.29 405 «30
(Dhanabad) (13 .53 ) (16 .98) (15.91) ( 17 .6 9 )

TOTAL 21230 164-125.40 63427.33 2 291.5/

F ig u re s  w ith in  parentheses 
in d ic a t e  p ercen tages  o f  t o t a l .

Source : Same as fo r  
T a o le  I V . 1.
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18 per cent o f  SDP and 43 per cen t o f  non-agr i c u l t u r a l  

SDP in  197 3-7 4.

4 .5 .2  There  is  a m u l t i p l i c i t y  o f  r a t e s  and the  

e x i s t i n g  d i f f e r e n t i a t i o n  in  r a t e s  seems t o  be th e  

r e s u l t  o f  ad hoc d e c is io n s  o ve r  th e  y e a r s .  B es id es ,

i t  seems th a t  when a d e c is io n  was made in  December 1977 

t o  do away w ith  th e  m u lt i - p o in t  l e w ,  r a t e s  on s e v e r a l  

comm odities were r a is e d  ju s t  t o  m a in ta in  th e  e f f e c t i v e  

r a t e  o f  t a x ;  no r a t i o n a l i s a t i o n  was, however, a ttem p ted .

4 .5 .3  Except fo r  fo o d g ra in s ,  th e  revenue from o th er

a g r i c u l t u r a l  products seems t o  be to o  sm all in  r e l a t i o n  

t o  th e  s c a le  o f  p rodu ct ion  and consumption. Po ta toes  

and c h i l l i e s ,  f o r  example, b r in g  in  o n ly  around Rs . 40 

lakh  and Rs . 12.5lakh , r e s p e c t i v e l y ,  whereas t h e i r

t o t a l  p rod u c t ion  amounts t o  1432.2 thousand ton n es .

Among non-agr i c u l t u r a l  com m odities , apart from those  

produced in  B ihar in  whose cases s to ck  t r a n s f e r s  cou ld  

be s a id  t o  cause lo s s  o f  re ven u es , th e  revenue from 

some imported commodities such as m ed ic in es , au tom obiles 

p a r t s ,  s t a in l e s s  s t e e l  a r t i c l e s  and p l a s t i c  goods -  t o  

m ention  o n ly  a few -  seems t o  be unduly lo w . The 

s t ru c tu re  o f  net imports o f  a g r i c u l tu r a l  and n o n -a g r i -  

c u l tu r a l  com m odities , as worKed out on th e  b a s is  o f  

s t a t i s t i c s  r e l a t i n g  t o  r a i l  and r i v e r  -  borne t ra d e

and a su rvey  o f  t r a d e  by th e  N a t io n a l  P r o d u c t i v i t y  

C ouncil is  p resen ted  in  Annexures I V . 4 and IV - 5 . I t  

is  seen  th a t  B ihar is  a net im porter  o f  a g r i c u l t u r a l  

com m odit ies . Then th e r e  a re  a w ide range o f  imports 

o f  manufactured goods and in d u s t r ia l  in p u ts .  The g r e a t  

advantage o f  th e  f i r s t - p o i n t  l e v y  is  sa id  t o  be th a t
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i t  can t a x  goods a t th e  s ta g e  o f  im ports and m anufacture* 

N e v e r th e le s s ,  th e  revenue  from many o f  th e  goods ran g in g  

from c y c l e  and au tom obile  pa rts  t c  m ed ic ines  readymade 

garments, g la ssw are  and p l a s t i c  goods is  f a i r l y  low .

4 .5 .4  W hile  th e r e  is  a case fo r  r a t i o n a l i s a t i o n  o f  

th e  r a t e  s t ru c tu r e ,  th e r e  os l i t t l e  seep ' f o r  r a i s i n g  

th e  r a t e s  o f  th e  f  i r s t - " 'C  ini. l e v y  t c  in c rea se  revenue  .

I t  seems obv ious th a t  in  th e  corning y ia r j  a d d i t i o n a l  

m o b i l i s a t io n  has t o  come through attem pts t o  improve 

th e  a d m in is t ra t io n ,  t o  check e va s ion  and t o  cap tu re  

pa rt  a t l e a s t  o f  th e  va lu e  added a t s ta ges  subsequent 

t o  manufacture and import .

4 .5 .5  Any s i g n i f i c a n t  change in  th e  s a le s  t a x  s t ru c tu r e  

would have a d m in is t r a t iv e  im p l ic a t io n s .  I t  would be 

n ecessa ry  t o  con s id e r  th ose  im p l ic a t io n s  and t o  propose

a s e t  c f  new a d m in is t r a t iv e  procedures as part o f  th e  

re fo rm  package. T h e r e fo r e ,  b e f o r e  d is c u s s in g  th e  re form s 

in  th e  b a s ic  s t ru c tu re  which we w ish  t o  recommend, r e  

s h a l l  o u t l in e  b r i e f l y  in  th e  next Chapter th e  b a s ic  

procedures now b e in g  employed t o  adm in is te r  th e  e x i s t in g  

s t r u c t u r e .



A L i s t  o f  S e le c t  Commodities S ub jec ted  

t o  th e  Last P o in t  Levy

-  5'6 -

Annexure I V . 1

s .
No .

Name o f  th e  commodity R a te  
(per c e n t )

1. S ta p le  yarn  o f  a l l  d e s c r ip t i o n 2

2 . S i lk e n  c lo t h 2

3. Sewing th read  and th read  b a l l s 2

4. Lac and s h e l la c 2

5 . Gold and s i l v e r  and t h e i r  co ins 2

6 . Cotton 4

7 . Mica 4

8 . M in e ra l  o re s 4

9. Motor cars 6

10. Cooked food  in c lu d in g  sweets 6

11. J e w e l l e r y  o f  go ld  and s i l v e r 4

12. Charcoa l 7

13 . l  i r e  wood 7

14. Lock and key 7

15. F low ers  and t h e i r  p lan ts  . 7

16. lu rn a ce  o i l 7

17 . Betel, le a v e s 7

18. Beddings s t u f f e d  w ith  c o t to n 7

19. Instrument boxes and maps 7

20 . Cane goods 7

21. Candle 7

22 . O rgan ic  manure 7

23. B iogas p lan t 7

24 . O rth op as ic  shoes and goods 7

25. Earthen d o l l s 7

26. F i r e  works 7

27 . Ic e 7
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Anne xur e IV . 1 con td  »

S.No. Name of the commodity

28.

29.
30.

31.

32.

33.

34.

35.
36.

37.
38.

39.

40. 

4-1 .

* r-V- ♦

43.

Musical' instruments
Buttons of a l l  varieties
Caustic soda
Ready made garments
E.P.I'T.S. goods
Coffee
^Furniture made of aluminium 
Precious stones 
Furs and artic les made of tiurs 
Ivory and artic les in laid  with ivory 
Motor Vehicles
Wireless reception instruments#radio 
and radiogreme^,transistors,tape 
records/electric valves, accumulator; 
spare parte and accessories .here of 
excluding television sets
Potable sp irit, wine or liquor 
whether imported or manufactured in 
India
lenses requiied for spectacles and 
lantern chimneys
Cx£..::3 ^angles
Empty bottles and phials

Rat e 
•vo•?" cent)

ry
i

7

7
ni

9

9
10
'io

13

13

13

1 6 

25

Q

3
3
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ANNEXURE IV.2

Commodity-uise Break-up of Revenue from Sales Tax in_J3ihjir_in Selected Years 

............  ..........  .....  (Rs. lakh)

Commodity groups 1971-72 
(Actuals)

1972-73 
(Actuals)

1973-74 
(Actuals'1

1976-' 
(Es tima'

I. Atjr \Rid1 tural p r ad uce 2 33 r;2 3 '7,4 . ^ 3 51.33 842.50

1 . Cereals 218.07 252.61 26 9„33 6 75.00
2. Pulses 1 3.04 1 5.92 1 9.96 50.00
3 . 1 /Potatoes--' Q . 4 -!• 1 4. 98 15.74 40.00
4. Chill ies--/ 0.69 6.62 b.21 12.50
5. 1 /Oil seeds--' 4.39 4,91 6 .32 15.00
6 . 3ute1̂ 39.09 39. 59 34.77 50.00

II. es t _E£ ° d uce 87.1 3 32.47 36 ,6 2 92. 50

7. T imber 82.93 29.40 28.76 73.00
8. Bamboo 1 .23 0.89 0.72 2.00
9. Kendu leaves 2.97 2.18 7.14 1 7.50

III. J H i .Produce 21 . 48 26.17 27.54 6 8^25

1 Q.
i /

(Ylica—/ 1 .22 3.58 8.78 22.50
1 1 . Stone chips 6.15 6 .72 7.03 17.50
12. Bricks (including lime and sand) 5.09 6 .92 1 0.09 25.00
13. Manganese 0.52 0.48 0.37 0.75
1 4. Kyanite 0.42 0.12 - -
15. Lime stone 3.03 8,35 1 .27 2.50
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ANNEXURE IV.2

(Rs . lakh)

Commodity group 1971-72 1972-73 1973-74 1 976-7'
(Actuals ) (Actuals; (Actuals) (E s t i ti p

30 o Electrical goods 47.09 6 1 . 2 1 60.37 150.00

31 . Tyres and tubes 76 . 37 121. 42 92 .6 8 232.50

32 „ r1 e  d i c i n f? s 10 8.24 149.2 7 153.57 335.00

3^ . Glassware' and pottery 4.6Q 7.70 5. 34 1 7.50-'
34 . Harouare and paints 36 .39 45.65 54. 83 137.50
35. Footwear 28. 43 37.00 35 „39 87. 50

35 . Automobiles 267.68 295.07 239.50
37. Motor parts 45.06 56 .44 43.35 700.00

33. Soap and detergents 90.24 88.59 95.20 N . A .

39 . Cooked food 1 .26 9.22 8.92 22.50
(x r-, . Foreign liquor 27. 57 3 4.00 38.07 N . A .

41 . Steel furniture and fittings 1 1 .59 10.13 8.35 2 0 . 0 0
/\. 2 , Readymade garments 9.31 1 2 .63 10.29 N.A .

43 . Cycle and cycle parts 16 . 50 23.02 26 . 77 66 .5 0
44. Utensils 6.14 1 4.82 1 3.6 4 N.A.

4 5 . Other unspecified goods 279.26 439.76 431.22 N.A.

Total 1 to 45 2102.62 2969. 16 2745.20 526 9.75

!otal revenue under Bihar Sales -  /2 983 , 42 3939.22 4038.84 8342.00
T ax (including Motor Spirit T a x )1

Mote ” JJ  Commodities which are s ubject to purchase tax S o u r c e ; Same as
T  L 1 — T|l

2/ Includes revenue from glass (not glassware)
1 able i u

2/

J3/ Departmental figures.
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M ^ ^ U R E  m . 2 (contd.)

(Rs. ̂ a k h )

Commodity group 1971-72 
(Actuals)

1972-73 
(Actuals)

1973-74 
(Actuals)

1 976-7
(E s t i ti p

30. Electrical goods 47.09 6 1 . 2 1 6 0 . 37 150.00

31 . Tyres and tubes 76 . 37 121.42 92 .6 3 232.50
3? „ i!1 edicin^s 1 103.2 4 149.2 7 153.57 385.00

Glassware and pottery 4.6Q 7.70 5.34 1 7 . 5 Q-

3 4 . Haroware and paints 36 .39 45.66 54. 83 137.50

35. F ootwear 28.43 3 7.00 3 5.39 87.50

35 . Automobiles 267.68 295.07 239.50
700.0037. Pnotor parts 45.06 56 .44 43.35 }

33. Soap and detergents 90.24 88.59 9 5.2 0 N.A.

3 9 . i.ooked food 1 .26 9.22 8.92' 22.50
h 7\ „ i'oreign liquor 27. 57 34.00 38.07 N.A.

41 . Steel furniture and fittings 1 1 .59 10.13 8.35 2 0 . 0 0
/; 2 . Rendymade garments 9.31 12.63 10.29 N.A .

43 . Cycle and cycle parts 16 .50 23.02 26 . 7 7 66 .50
44 . Utensils 6.14 1 4.82 I 3.64 N.A.

4 5 , Other unspecified goods 279.26 439. 76 431.22 N.A.

Total 1 to 45 2 1 0 2 . 6 2 2969.16 2745.20 5269.75
lotal revenue under Bihar Sales „ /2 983 _42 3939.22 4C38.84 8342.00
Tax (including Motor Spirit Tax)-

2/

Mote: _1J  Commodities which are subject to purchase tax 

_2/ Includes revenue from glass (not glassware) 

3/ Departmental figures.

S o u rc e : ba.Tie as 
Table IV.2



-  61 -

Annexure IV/.3

Comoar".tiv3 ratg of 3ale3 _ axes_ in riihar 

n 1 t;' 3 neiqhbourinq S tntos

(Rate in per cent) 
'  (Jest

Bihar A s s r m Dr ;L ssa Bengal U.P.

I. Cereals nd _£Ul_s£3 

(i) All cereals and
pulses except 
uhen sold in /;1 F 42 r~ 4

(ii)

sealed container

Cereals and pulses 
uhen sold in se­
aled container 41 3 42 4 4

iii) Paddy 3 2P.T. 4 2 2

(iv) Flour including 
atta, maida^. suji 
and bran 3 E 4 E 2

Other food articles 

1. Edible o i l ;

i) Mustard oil 4 E 4 r 3
ii) Rape oil 4 E 4 ; rU. 3

2 . Vanaspati ghee 9 7 7 3.3 8
3. Ghee (Pure) 8 7 7 7,7 8
4. Potato and onion 5 E E . E E
5. Fresh fruits 5 E 7 E E

6 . Heat5 6 7 7 3 r~3

7. Fish5 6 7 46 8 5

8. Eggs r 6 E E E

9. Salt uhen sold in 
sealed container 3 6 4 E E

1 0 . Gur (jaggery) 8 E 7 E 6
11 . Tea leaf 9 6 7 7.7 8
1 2 . Coffee power 9 6 7 13.2 8
13. Pepper 9 6 7 6 6
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Ann i o x u r o IV .3 (contd . )

(Rate in per

r:
: i h P. L Ass am 0 r i s s

Uest 
a Bengal U

• J  -• • " — - -  * -  ™  - -  * ”  *  • - - — -----

14. Other spices - 6 7 8 6

15. Curd;, lassi &  

buttermilk r
Q 6 7 8

<“ 5
4

16. Cooked food <5 0 5 7.7 5

17 „  n1 i 1 k food and 
powders 9 S 7 8 5

III. Books and stationery 
articles;

1. S t u d e n t s ’ exercise 
books 3 r E E 5

2 . Uriting and other 
paper 9 6 7 8 5

3. Instrument t>cxes 
and maps 7 E E E 4

4 .  Nuus print 5 6 F 8 7

5. Other stationery
articles a 6 1 0 3 8 7

IV. Domes_ti c_f uel _items % 

1 . F ir . ' j -  wood 7 E 4 8 2

2. Co.: 1 and coke in 
all its forms 4 4 4 4 4

3. Kerosene 

a) Superior 7 3 7 5.5 8
b ) Inferior £ 2 7 E 8

4. Cooking gas 3 7 7 8 ■7

5. Charcoal 7 6 7 E 6

6 . Furnance oil 7 6 i 8 7

V . Matches 9 7 7 6 7

VI. Toilet articles-

1. Tooth paste/ 
powder 8 7 7 7.7 8

2 . Washing soap/
Detergent powder 7 7 7 8.8 6
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Annexure IV.3 (contd.)

Bihar

^Rate in per cent) 

Assam Orisss Bengal U.P.

3. Toilet soap 8 7 1 r 8.3 8
4. Hair oil 8 7 13 6 12
5. Razor and/razor 

blades 3 7 7 7.7 8

6 . Other shaving 
articles 8 7 7 7,7 8

7. Cosmetics 13 12 13 1 2 1 0 1 2 1 1
8 . Boot-polish ■ 8 7 7 0 8
9. Shoe cream and 

shoe trush 8 7 7 8 8

VII. Drugs and Medicines 7 7 12 7 6 6 6

VIII .(A) Garments

1 . Cotton hosiery 
products 2 6 4 - 2

2 . Ready-mad3 garment s 9 613 10 8V; 7

VIII • (B) F ootuear 8 ? 7 6.6 &

9,9 1 5 M  3.2

7

IX. Cycle and its sccess- 
ories ~ * " 3 7 7 8 7

X . Refreshment and 
Add iction.Articles

1 . Bread 4 16 E E i6 r 4
2 . Cakes, biscuits 

and pastries 8 6 7 8 4

3. Toffees and 
chocolates 8 7 7 7.7 7

4. Aerated waters 1 1 6 - 7.7 10
5. Country liquor E 14 C 7 . 7 E

6 . Indian made for­
eign liquor 25 40 r ~1 12
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Annexure II/.3 (contd .)

_,,,,

Bihar Assam Q r i s s -

(jRate _i n__ 
West 
Bengal

per

U.

7. Foreign liquor 25 40 1 3 23 1 3

3. Bhang E 6 E 7.7 12
9. Ganja E 6 E 7.7 12

1 0 . Opium E 6 E 7.7 12

Consumer D u r a W e

1 . Bullion and specie 2 6 7 7.7 2
2 . Articles mad a of 

gold and silver 4 6 7 7.7 3

3. Artic 1 as made of 
ivory 13 1 2 13 7.7 6

4. Garbles a m  ^iL,i- 
cles made of 
marbles 13 6 1 0 7.7 7

5. Synthecic g e m a ",nH 
stones 1 u 7 12 1 5 7

6 . All kinds of gol~ar 
gota-kinari, salma 
sitara (gold and 3 
embroidery work)

b 7 7.7 5

7. Articles and wares 
made of stainless *„ 
steel 11 1 2 13 1519 7

8. Ladies hand bags ana 
vanity purses 10 7 1 3 7.7 8

j . All Kinds of leather 
goods excluding 
uear and items az S 
(8) mentioned abcve

7 , , 1 9 7.7 8

1 0 . Suitcases, attache 
cases and despaten 
cases 3 7

' 3
i 0 7.7 7

1 1 . Stoves 8 7 7 7.7 7

1 2 . Incandescent lan­
terns and lamps 9 7 1 Ci 7.7 7

13. Domestic elect­
rical appliances 
including elRct^ic ^  
fans and parts II- 
thereo f

12 1 0 21
22

7.7 1 0
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Annexure IV.3 (contd.)

Bihar s am

(Rate in per cent) 
West

!rissa Bengal U .P .

14. Clocks, timepieces, 
uatches and
parts thereof 13

15. Refrigerators and
airconditioners 16

16

17,

Furn iture

a) Uooden furniture 9 

Steel safes andb)

c)

almirahs

Others

13 

1 3

Wireless reception 
instruments and 
apparatus including 
radios, gramophones, 
amplifiers and loud 
speakers, tape 13
recorders

18. Other sound tran- 13 
smitting equipments

19. Cinematographic 
equipment inclu­
ding cameras, pro­
jectors and sound 13 
recording and repro­
ducing equipments

2 0 . Motor vehicles in­
cluding chassis of 
motor vehicles accessories 
components and spare 
parts (excluding 
motor car)

2 1 . Motor car

22. Tyres and Tubes 
of Bus & Trucks

23. Motor cycles and
motor cycle com­
binations motor 
scooters, motor- 
ettes, tyres and 
tubes accessories 
thereof 13

1 2 1 3 1 3 13

i 13 15.5 13

12 11 7.7 8

12 13 1 5 12
1 7 13 1 5 10

1 2 13 1 3 13

9 13 13 13

1 ? 13 13 13

1 3 1 2 3 1324 10
6 7 1 1 1 0 8

1 1 ' O1 ̂ 13 1 1 13

1 2 1 325 13.2 13
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24. Lifts uheths'L c-p- 
erairjd by electri­
city or hydraulic 
pouer

25. Tabulating; calcu­
lating, cash rei|iS' 
tering? indexing, 
franking ?rJ add­
ition mac^inss

26. Typewrits s

27. Binocular.,, isle-r 
scopes, opsra 
glasses and sr are 
parts t h a r ■■ o i

28. Sowing Machines

25 c l/aci;um flasks of 
all kinds

30. nlayinq cards

31 . Crockary a- cutlery

32. Chi •
glazsci e: i charn- 
usree and . rticles 
made of poi c~ iain 
etc.

33. Floor and u-i ~ ti­
les, s a n i t o /
g o o d c a r, f i 11 i n o 3 
e t c .

34. Arms including 
rifles, revolvers, 
pistols and annuni' 
tions, etc.

35. Fire works :'n: " ti­
ding crackc :s and 
coloured notches

36. Cigarette cas r 3 an 
lighters

nn^/ura II/. 3 (c 

"ihar Assam

3 6

14 12

14 12

15 12

8 7

13 12

9 7

7 7

7 7

1 3 1 2

16 12

7 7

15 12

• /

IF?ate in per cent) 
Ues t

ss a Bengal U .P .

7 1 5 7

1 3 16.5 1 3

13 15 12

1 3 16 .5 13

11 7.7 8

13 1 3 13

1 1 7.7 8

7 13.2 1 3

7 13.2 13

1 3 16.5 13

13 16.5 13

7 13.2 8

13 16.5 13
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A r, p a x u r  3 v .3 ( cc r td . )

(Rate in p er cent) 
' * ' West
aihar Asstm uri-.sa Bengal U.P.

™ — •- ~ » ■■ -

37. Sheets, cushions, 
pillows, matt r aa s a 
and ether arti­
cles mad a of "cam 
rubber or plastic 
foam •

s

13 1 2 13 16.5 13

GO CD • Other rubber pro­
ducts 13 1 2 1 3 16 .5 13

39. Pile carpets 13 1 2 13 16.5 13

40. Precious stones 10 7 13 1 5 7

41 . Dry fruits Q 7 7 9 7

-Ea.W _Qia,te..£ia 1 s_a_nd other 
inputs

1 . Mica 4P.T. 6 7 7.7 3
i 2 . Mangenese (inclu­

ding mangenese ore

i—C
L 6 m 7.7 2

3. Hides and skins 
(as defined under 
section 14 of the 
CST) 4P.T . 326 4 4 4

4. Coal including coke 
in all its forms 
(as defined under 
section 14 of the
CST) 4 P .T o 3 4P.T . 4 4

5. Oil seeds (as defi 
ned under section 
of the, CST)

14 
4 P . T o 4 4 P . T . ■i 4

6 . Jute (as defined 
under section 14 
of the CST) uo X

)

—
i

• 4 T
J o —
I

o 3 4
7. Coconuts •

i—C
L 4 4P.T. 4 4

8 . Copra 4P.T. 4 4°. T . 4 4
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n r 9 x 1 7 ■ (contd

;ar

Cotton ■„i-n

a) as defined undex
S B C  c i •’
CST

14 th;

b) cotton yarn .si

1 0 . Iron and 5 teel

Iron :nd on.
(as jfinc ! un 
sect on 14 of i  ̂
CST)

11 . Copp 3r u/ire 
1 2 . Goa+ hair

4P.T

3

13. Raw ; ol, uool tops
and / a m  8

14. A r t i f i c i a l  silk yarn 3

15. Woollen i< ' 1 1  I 3
yarn 3

16. Staple f iu~ : e " r d
staple fibre varn j

17. Non-ferros met£l 
sheets, rods bars, 
blocks, ingots, 
circle

18. Cement ancjAtens
made cf cement

19. Manure (organic)

20. Chemical fertile-

a) Insecticdijs

b) Kharisalt

21. Pesticides i n c l u ­
ding fungicides

XIII* F u e l _items

1 . Motor spirits

2 . Light diesel :

3 

11

E

6

4

5
6

6

6

6

6

E

E

30

. i JS® ̂ ^ e n t ^  
West

Jrissa Bengal U„P

1 1

1 1 
"i

1 1  

1 1

s

7

7

7

1 0

i 4

r litre 

11 :i 13

E

7.7

4

7.7

7.7

7.7

7.7

7.7

7.7

3

7.7

2.2

4

4

1 0

1 3

4

7

4

2
8

3

2

2

2

5

5

25 P. 
Per litre

10

7



Anng'xure 'T'l . 3 (contd.'

„ , .,_(Ra,te in par cent)
West

... 69 -

ihar Assam l r i 3 s a Bengal U.P.

3. High speed diesel 
oil

4. Aviation spirits

1 7 

16

1 1 p . P er 1 3 
litre,,

30 ,t 13

1 3 

25

10 p . per 
25 litre

5. Crude oil (as defi­
ned under section 
14 of CST)

4 4 4 4 4

yJ=LEicants and other 
aids in production 
process

1. Dyes, paints, lac­
quers and varnishes 12 7 1 3 1 3 8

2. Lubricants 9 m  p .
per litre

1 1 7.7 8

3. Caustic Soda and 
sods ash 7 7 1 0 7.7 6

4. Pota-sh and explosi­
ves 7 7 10 7.7 7

5. Other chemicals a 7 7 7.7 7

6 . Starches a 6 7 7.7 7

Machinery

1. Ball bearings a 7 n
1 7.7 7

2. Fuel injection 
oquiprrents 3 7 7 7.7 7

3. All plants and
equipments and their 
accessories a 7 'l !j 7.7 7

4. Tractors, Bull Doz­
ers and spare 
thereof 8 . 1 2 /. 9 . 9 5

5. Other agricultural 
implements 827 E 7 7.7 5

£  a ckin3 ̂ r i a terials

1. Gunny bags and hess­
ian tuine 8 6 7 7.7 7



-  70 -
Annexure II/.3 (contd.)

, , , . „ , __in _oer._cent)

'J e s t
Bihar Ass am  Orissa Bengal U.P

2. Craft paper and 
craft paper bag

3. Empty tins and 
empty barrels

4. Uooden boxes and 
tin boxes

5. Empty bottles and 
corks

6. Polythene and a l k a -  
lene packing Materi­
als

7. Bitmunised p-eking

8 ,

materials

Cartons

XVII.General Rats £
(i.e. Rate of tax on 
items not specified 
anywhere else':

XVIII .Surcharge

i.j Surcharge on turnove 

ii) Surcharge on salss t? 

iii) Additional surcharge

XIX. Treatmsnt of pr od uc er s’ 
goods '

6

6

7

6

6

7

7

7

7

7

7

T reatment 
as usual 4

7.7

7.7

7.7

7.7

7.7

7.7

7.7

7

5

7

7

7

7

land 529

2% of tax 
payable as 
per G.T.0.28
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E -  Exempt ed

P .T . -  Purchase Tax

1. C e rea ls  and Pu lses  (e x c lu d in g  A t ta ,  Maida, S u j i  and
Paddy) in c lu d in g  a l l  forms o f  R i c e ,  Gram, Peas, Moong, 
A rhar, Masur, Kheshari, M i l l e t ,  B a jra  and Jowar, Wheat,
B a r le y ,  M aize  e t c . ,  and c e r e a ls  and pu lses as d e f in e d
in  S e c t io n  14 o f  th e  CST A c t ,  1956.

2. A l l  c e r e a ls  and pu lses  o th e r  than Horse gram, B lack  
gram, Jowar, K h esa r i,  Green gram, Red gram, Swan,
Gur j  i ,  Kangu, R a g i ,  M a ize  and C u tt in gs  <.

3 . C e rea ls  and pu lses as d e f in e d  in  C lause ( i ) ,  and
( v i - a )  o f  S e c t io n  14 o f  th e  CST A c t ,  1956

4. R ic e  P o l i s h ,  R ic e  Gram and R ic e  Husk

5. O therw ise  than cooked, eianned, p re s e rv ed ,  t in n ed  or 
dehydrated

6* F is h  ex c lu d in g  lo b s t e r s ,  shrim ps, prawns and d r ie d  or 
canned I  ish

7 .  Cooked food  c o s t in g  not more than Rs . 2.50

8 .  Foun ta in  pens, b a l l  p o in t  pens and p r o p e l l in g  pens 
c o s t in g  Rs . 5 or more each and s ty lo g r a p h  pens and 
component p a rts  and a c c e s s o r ie s  o f  a l l  types  o f  
fo u n ta in  pens, b a l l  p o in t  pens and p r o p e l l in g  pens .

9 . T o i l e t  soap but ex c lu d in g  Janata  t o i l e t  soap c o s t in g  
one ru pee  or le s s

10. Cosm etics o f  a l l  v a r i e t i e s ,  but e x c lu d in g  h a ir  o i l

11. A l l  kinds o f  cosm etics  and t o i l e t  p rep a ra t ion s  f o r  
b e a u t i f i c a t i o n  or ca re  o f  th e  s k in ,  fa c e ,  h a i r ,  n a i l ,  
eyes or brows, but not in c lu d in g  soaps s a f e t y  r a z o r s ,  
b la d e s ,  t o o th  p a s te ,  t o o th  powders, and o th er
den tr  i f  i c i e s  , t o o th  brushes and kum-kum.

F o o t N o te ;



-  72 -

12. A n t i  m a la r ia  drugs, v i z . ,  qu in in e  in  powder form,
Quinine p i l l s  (but not sugar c o a te d ) ,  Quinine a lk a l o id s ,  
s a l t s  o f  Cinchona and i t s  A lk a lo id s ,  To taqu in a , C ichana 
f a b r i fu g e  and ch o lo rq u in e  groups o f  drugs, e . g .  
N ivaqu in e ,  Reschoch in  and Comoquine whether in  s o lu t io n  
or in  powder, in  t a b l e t  form paludr ine  and Daraprim

13. Ready made garments c o n ta in in g  s y n th e t ic  f i b r e

14. Readymade garments c o s t in g  more than R s . 25

15. 6 per cen t fo r  foo tw ea r  upto R s . 15 and 9 per cen t fo r  
fo o tw ea r  o f  va lu e  between Rs . 15 t o  Rs . 30 and 12 per 
cen t f o r  va lu e  ex ceed in g  R s .  30.

16. L oa f o n ly

17 . Except s u r g ic a l  instrum ents

18. A r t i c l e s  made w h o l ly  or p a r t l y  o f  s t a in le s s  s t e e l
excep t  tu m b lers , d ish es  and p la t e s ,  o n ly  such v a r i e ­
t i e s  o f  them as a re  commonly known as g i l a s ,  t h a l i  
and r e k a b i  r e s p e c t i v e l y

19. L ea ther  goods ex c lu d in g  foo tw ear c o s t in g  le s s  than 
Rs . 20 per p a ir

20. E xc lu d ing  d ry  c e l l  b a t t e r i e s ,  e l e c t r i c  motor, which 
a re  ta xed  at th e  g e n e r a l  r a t e  a ls o  excluded are 
e l e c t r i c  h ea te rs  and a i r  c i r c u la t o r s  taxed  at 16 
per cen t

21. E xc lud ing  e l e c t r i c  b u lb s ,  e l e c t r i c a l  earthenware and 
p o r c e la in  and a l l  o th e r  a c c e s s o r ie s ,  t o r c h  l i g h t  and 
d r y  c e l l s  b a t t e r i e s

22. E xc lud ing  e l e c t r i c  h ea te rs  o f  a l l  v a r i e t i e s  which 
a re  ta xed  at 12 per cen t

23. E xc lud ing  t r a c t o r  and i t s  t r a i l e r  which a re  taxed  
a t 4 per cen t

24. E xc lud ing  omnibuses and goods v e h ic l e s  and ch ass is  
and b o d ie s  t h e r e o f  which are  taxed  at 12 per cen t .
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25. E xc lu d ing  t y r e s  and tubes

26. Ro./ h ides and sk ins

27 . Other than worked b y  human or animal power

2d. In West B enga l, b e s id e s  th e  g e n e ra l  surcharge o f
2 % o f  t a x  payab le ,  th e r e  j . s  a d d i t i o n a l  surcharge 
which is  on a graduated  s c a le  as f o l l o w s :

Turnover

1 . '  hav ing GTO upto 
1' lekh

2. hav ing  GTO 5 lakh

o th e r  ( i . e . ,  
hav ing  GTO above 
Rs . 5 lakh )

A d d i t io n a l  Surcharge 

N i l

3 per cen t o f  t a x  
payab le

8 per cen t o f  t a x  
payab le

No su rcharge  is  imposed on d e c la r e d  goods and on 
motor sp irits , th e  l a t t e r  b e in g  taxed  under a 
s e p a ra te  T a x a t io n  Act

29. ( i )  1 per cent fo r  d e a le r s  w ith  an annual
tu rn ove r  o f  o ve r  R s . 2 lakh

. ( i i )  5 per cent f o r  d e a le r s  d e a l in g  in  fo o d g ra in s ,
havina GTO above Rs . 10 c r o r e .
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Annexure IV . 4

Trade Flows of Ma.ior Commodities
( 19 7 'i-75 )

____________________________________________(in Quintals)

o , i\fo. Name of the commodity Net imports

1 . Fruits dried 39r,1 03
2. Pulses other than gram products 1 ^ , 7 2 5

3. Gram and gram products 303,937
Maize 1 ,663 , 665

5. Jowar and fcajra 1,8,727
6. Millets other than (5) 92,556

7. Hice in the husk 33; 8>: 9
8. Wheat 8,293,91^
9. Wheat flour (othei .rorts) 2 ,07,782
10. Lac & shellac 3 2 ,0V8
1 1 . Oil cakes castor 25,107
1 2 . Kerosene o il 36V,V81
13. Vegetable oi_, (coconut): 11,009
1 V. Vegetable oil 'i r^rrini..t Mf ?1 65
15. Others •vegetnble jfJ.s 1 61 ,029
16. Oil seed" ' ) 29,25V
17. Oil seeds Crape & mustard) 188,631
1 8 . seeds til 2 ,80V
19. Salt 5,V89,696
20. Tea 2,967
21 . Lime & lime stone 6 , 8 3 V , 556
2 2. Tiles 8,738
23 Coffee 830

Source: Government- o f
Bihar, D ire c to ­
ra te  o f  S t a t i s ­
t i c s  & Evalua­
t io n  .
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Annexure IV . 5

Trade Flows of Ma.ior Commodities 
( 1975-76 )

S. No. Name of the product Net Imports as per cent
of current demand as pe:

N.P.C.

1 . Agricultural -implements 60.96

2 . Automobile Parts 9V.O6

3. Bicycle parts and accessories 96. V6
V. Building hardware 92.7V
5. Chemical products 100.00
6. Domestic e lectrica l appliances 100.00
7. E lectrica l & electronic items 9 2  M
8. Dry b e ll Battaries 100.00
9. Aluminium wares including anodised

wares 7 .1V
1 0 . Ceramic tableware (including 

cheaper variety) 2V .71
1 1 . Pencils 100.00
1 2 . Fountain Pen 90.00
13. Ball-Point Pen 90.00
1 V. R efills 100.00
15. Rooir coolers 100.00
16. Exercise note books 10.00
17. Registers 10.00
1 8 . File covers 75.00
19. Steel f-urniture VO. 00
20 Plastic goods 90.00

Source i National Productivity 
Council: Report on the 
_Scope of Promotion of 
Mew Industries in Biharx 
1978.



V. THE BASIC PROCEDURES OF ENFORCEMENT OF TAX

5 .0 .1  As noted e a r l i e r ,  B ihar has moved o ver  t o  a 

s-Luyle p o in t  system , which is  p redom inantly  dependent 

upon th e  f i r s t - p o i n t  l e v y .  H owever, a number o f comm­

o d i t i e s  are  s t i l l  su b je c t  t o  th e  l a s t - p o i r t  l e v y  and 

in  a d d i t io n  th e r e  i s  th e  C en tra l S a le s  Tax (CST) which 

has t o  be c o l l e c t e d  a t th e  l a s t - p o in t  o f  s a le  t o  a 

n on -re s id en t  bu yer, In  t h i s  C hapter , we s h a l l  examine 

th e  b a s ic  p rocedures  adopted t o  e n fo r c e  the  th r e e  l e v i e s  

and a ls o  d iscu ss  th e  r o l e  p layed  by d i f f e r e n t  ty p e s  o f 

documents.

1. The F i r s t - P o in t  Levy

5 .1 .1  Urder th e  system o f  f i r s t  p o in t  l e v y ,  g en er­

a l l y ,  th e  :C irst s e l l e r  in  the  S t a t e ,  be he an impor­

t e r  or m anu factu rer, pays th e  t a x .  A l l  subsequent 

s a le s  o f  a commodity, on which ta x  has been pa id  at 

th e  f i r s t  s ta g e ,  a re  exempted. Hence, th e  two major 

ta s k s  in  e .n fc rc in g  th e  f i r s t - p o i n t  l e v y  are  (a )  t o  

ensure th c t  th e  f i r s t  s e l l e r  w i l l  pay th e  ta x  and

(b )  as an added p re c a u t io n ,  t o  v e r i f y  t h a t ,  i f  d e a le r s  

c la im  th a t  t h e i r  s a le s  a re  exempt, th ey  have documents 

t o  p rove  th a t  t a x  has been pa id  on the  concerned comm­

o d i t i e s  a t an e a r l i e r  s ta g e .

5 .1 .2  For f u l f i l l i n g  th e  fo rm er  ta s k ,  two d e v ic e s  

a re  used. F i r s t ,  a l l  m anufacturers w ith ou t e x c e p t io n  

a re  r e q u ir e d  t o  be r e g i s t e r e d  so th a t  goods manu­

fa c tu r e d  w i th in  th e  S ta te  cou ld  be captured a t  th e  

f i r s t  p o in t .  In  some S ta te s  a low exemption l e v e l

i s  p r e s c r ib e d  f o r  im porte rs  so  th a t  most im p orte rs
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cou ld  be brought w i th in  the  t a x  n e t .  However, t h i s  

i s  not so in  B ih a r .  Second, i t  i s  p r e s c r ib e d  th a t  

a road  perm it should be ob ta in ed  f  or ^Import in g  goods 

in t o  the  S ta te  o r in t o  p a r t i c u la r  l o c a l i t i e s . '  Under 

t h i s  system , th e  in te n d in g  im p orte r  would ba r e q u ir e d  

t o  fu rn is h  d e t a i l s  o f  goods he wanted t o  import and on 

an a p p l i c a t io n  by him a perm it would be is su ed , c o p ie s  

o f  which would be c a r r ie d  by th e  t ru ck  o p e ra to r  who 

would be b r in g in g  th e  goods. The road perm it which 

i s  issued t o  a d e a le r  c on ta in s  in fo rm a t io n  on th e  

n a tu re , q u a n t i t y  and va lu e  o f  goods t o  be im ported .

But a d e a le r  may not import a l l  o f  th e  goods g iv e n  

in  a perm it a t  one t im e .  Then he sends th e  perm it 

t o  h i s  c o u n te r -p a r t  in  another S ta t e  or in  another 

c i t y  f o r  endorsement o f a c tu a l amount and v a lu e  o f 

goods despa tched . A number o f  checkpos ts  have been 

e s t a b l i s h e d  a t th e  bo rd e rs  o f  th e  S ta te  as w e l l  as in  

th e  v i c i n i t i e s  o f  th e  b i g  c i t i e s .  The tru ck s  c a r r y in g  

goods are  stopped a t  th e  checkpos ts  f o r  ch eck in g  th e  

goods c a r r i e d  a g a in s t  th e  road  p e rm its .  One copy o f 

th e  road perm its  i s  then  sent t o  th e  o f f i c e r  o f  th e  

c i r c l e  concerned which i s  exp ec ted  t o  be p laced  in  the  

f i l e s  o f  th e  r e s p e c t i v e  d e a le r s .  In  p r i n c i p l e ,  t h i s  

system should ensure th a t  a l l  th e  major imports would 

be accounted f o r  and hence t a x  would have t o  be pa id  

on them.

5 .1 .3  The second ta sk  o f  en su r in g  th a t  th e  second 

and t h i r d  s tage  d e a le r s  are  s e l l i n g  on ly  comm odities 

th a t  have a lr e a d y  borne ta xes  i s  accom plished through 

th e  requ irem en t o f  issue  o f  d e c la r a t i o n  forms by th e
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f i r s t  as w e ll  as the subsequent s e l le r s  to  th e ir  re s ­
p ec t iv e  purchasers, who are re g is te red  dea lers . This 
d ec la ra t ion  form (form IX~C) t e s t i f i e s  that the tax 
has been prev ious ly  paid on the goods sold . Those 

goods, in respect of whose purchases dec la ra tion  forms 
are produced, are deemed to  have suffered  tax  and 

the concerned purchasers need not c o l le c t  and pay 

tax  on them. Thus reg is te red  dea lers , who buy goods 
from other re g is te red  dea lers w ith in  the State are 

expected to  produce dec lara tion  forms in respect of 
these goods and claim exemption fo r  th e ir  sa le .  I f  
the system is  to  be made foo l-p roo f; not only the sales 
of the f i r s t  s e l l e r  in the S ta te , but a lso  the sales 
of a l l  the r e g is te red  dea lers need to  be checked in 

order that the tax authority may be s a t is f ie d  that a l l  
sa les  that are claimed to  be exempt from tax r e la t e  

t o  goods f o r  which dec la ra tion  forms are a va i la b le .
Thus, i t  appears that in order to  e f f e c t i v e l y  enforce 

the f i r s t - p o in t  ta x , not only the f i r s t  s e l le r s  but 
a lso  a l l  re g is te red  dea lers dea ling  in commodities sub­
je c t  to  the f i r s t  point levy  have to  be checked. I f  
only those reg is te red  dea lers , who v o lu n ta r i ly  declared 
themselves to  be f i r s t - p o in t  s e l l e r s  are subjected to  

scrutiny and a l l  others are l e f t  out, evasion on a la rge  
sca le  may come to  be practised .

5 .1.4 The e x is t in g  practices  w ith regard to  these 
procedures and the major d i f f i c u l t i e s  attendant on 

them w i l l  be discussed in greater d e ta i l  la t e r  in 
Chapter V II  on operations. What we wish to  point 
out here is  that the success )f the operation of the 
f i r s t - p o in t  tax  depends c ru c ia l ly  on the extent to
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which th e  checkpos ts  o p e ra te  e f f i c i e n t l y  and Euonestly 

t o  check th e  im ports  a ga in s t  p e rm its  and a ls o  on th e  

e f f i c i e n c y  o f  th e  system o f  v e r i f y i n g  purchases a ga in s t  

d e c la r a t i o n  fo rm s . As we have in d ic a te d  in  th e  p re ­

v io u s  Chapter, th e  somewhat meagre revenue d e r iv e d  

from  some im portant im ports in t o  th e  S ta te  would 

su gges t  th a t  th e  f i r s t - p o i n t  l e v y  i s  not as easy  t o  

a d m in is te r  as i t  i s  sometimes c la im ed  t o  b e .

2. The L a s t - P o in t  Levy

5 .2 .1  The l a s t  p o in t  l e v y  i s  c o l l e c t e d  a t  th e  t im e  

o f  s a le  by th e  l a s t  r e g i s t e r e d  d e a l e r  in  th e  ch a in  

o f  d e a le r s ;  i . e . ,  when r e g i s t e r e d  d e a le r s  s e l l  t o  a 

n o n - r e g is t e r e d  e n t i t y .  In  o th e r  w ords , th e  c o l l e c t i o n  

o f  t a x  i s  d e f e r r e d  u n t i l  th a t  s t a g e .  S a le  by one 

r e g i s t e r e d  d e a le r  t o  another i s  exempt on th e  issu e  

o f  a d e c la r a t i o n  form  (fo rm  IX )  by th e  l a t t e r .  The 

purchasing  d e a le r  s t a t e s  in  t h i s  form  th a t  he i s  buying 

th e  goods f o r  r e s a l e .  I f  any r e g i s t e r e d  d e a le r  buys 

a commodity s u b je c t  t o  th e  l a s t  p o in t  t a x  not f o r  r e s a l e  

but f o r  use by him in  m anufacture, e t c . ,  then  he i s  

l i a b l e  t o  pay th e  t a x .  The d i f f e r e n c e  between th e  

en forcem ent o f  th e  f i c s t -p o in t  l e v y  and th a t  o f  th e  

l a s t - p o in t  l e v y  i s  th a t  whereas in  th e  fo rm er case  

IX -C  form s have t o  be checked a g a in s t  purchases , in  th e  

l a t t e r  c a s e ,  form  IX  has t o  be v e r i f i e d  a ga in s t  s a le s  

t o  a p a r t i c u la r  d e a l e r .  In  th e  case  o f  th e  l a s t - p o in t  

l e v y ,  th e r e  i s  a d i s t i n c t  p o s s i b i l i t y  o f  s a le s  b e in g  

shown as h av in g  been made t o  b o n a f id e  r e g i s t e r e d  d e a le r s  

which would p ro v e ,  on exa m in a t ion , t o  be n o n -e x is t e n t .  

S im i l a r l y ,  in  th e  ca se  o f  th e  f i r s t - p o i n t  l e v y ,  purchases
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cou ld  be shown t o  have been made from  another d e a le r  

in  a S ta te  on th e  s t r e n g th  o f spu rious  IX-C form s 

and, on exam in ation , such a s e l l e r  cou ld  a ls o  p rove  

t o  be n o n -e x is t e n t .  I t  i s  o f t e n  c la im ed  by ta x  admi- 

n is t o r s  th a t  e va s io n  o f th e  f i r s t  v a r i e t y  is  more 

ea sy  and more l i k e l y ,  but such c la im s  have r a r e l y  

been  supported  by adequate e m p ir ic a l  a n a ly s is .

3 . The C en tra l S a le s  Tax

5 .3 .1  T h e o r e t i c a l l y  an in t e r - S t a t e  s a l e ,  on which 

th e  CST i s  t o  be c o l l e c t e d  should be th e  l a s t  s a le  

in  th e  S ta t e .  However, g e n e r a l l y ,  th e  f i r s t  and th e  

l a s t  p o in ts  may c o a le s c e  in  th e  case  o f in t e r - S t a t e  

s a l e s ,  in  th e  sense th a t  th e  m anufacturer or th e  

im p or te r  h im s e l f  ten ds  t o  s e l l  d i r e c t l y  t o  d e a le r s  

out s id e  th e  s t a t e .  In  a l l  such cases  th e  m anufacturer 

or th e  im p or te r ,  who would have ob ta in ed  r e g i s t r a t i o n  

a ls o  under th e  CST A c t ,  would submit the  necessary  

r e tu r n ,  in  re ga rd  t o  th e  in t e r - S t a t e  s a le  a lon g  w ith  

th e  form  'C ' he would have ob ta in ed  from  th e  o u t - o f ­

S ta t e  pu rchaser. In  some c a ses ,  a commodity might be 

s o ld  f i r s t  t o  an in te rm e d ia te  d e a le r  who in  tu rn  might 

s e l l  i t  i n t e r - S t a t e .  In  such c a s e s ,  i f  th e  commodity 

i s  s u b je c t  t o  th e  f  i r s t - p o in t  l e v y ,  t a x  would have been 

c o l l e c t e d  a t th e  t im e  o f th e  f i r s t  s a le ;  su b sequ en t ly ,  

when th e  in te rm ed ia ry  s e l l s  the  commodity t o  an ou t-  

o f  S ta te  pu rchaser, th e  CST i s  payab le  by him. T h is  

means th a t  th e  commodity i s  made s u b je c t  t o  both th e  

l o c a l  t a x  and th e  CST le a d in g  t o  doub le  t a x a t io n .  In  

some S ta te s  such as G u ja ra t , p r o v is io n  have been made 

in  th e  law f o r  th e  s e t - o f f  o f  th e  l o c a l  t a x  pa id  a ga in s t
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th e  CST p ayab le .  In  B ih a r ,  r e l i e f  i s  granted  o n ly  

in  th e  case o f d e c la r e d  good s . I f  a d e a le r  has pur­

chased a d e c la r e d  good w i th in  th e  S ta te  pay ing  th e  

l o c a l  t a x  on i t  and then  s e l l s  i t  in  th e  course  o f 

in t e r - S t a t a  t r a d e ,  then  he would have t o  pay a CST 

on h is  s a le  but cou ld  c la im  re fu nd  o f th e  l o c a l  t a x  

he has pa id  t o  h is  s e l l e r  by su b m itt in g  a lon g  w ith  

h i s  r e tu r n  th e  n ecessary  d e t a i l s  in  form  XXIV.

5 .3 .2  I t  may be noted th a t  in  th e  case  o f a commodity 

s u b je c t  t o  ta x  at th e  l a s t  p o in t ,  doub le  t a x a t io n  

would not a r i s e  in  re g a rd  t o  l e v y  o f  th e  CST because 

th e  commodity would not have borne t a x  at an e a r l i e r  

s ta g e .  T h is  may be s a id  t o  an in h eren t  advantage o f 

th e  l a s t - p o in t  t a x .

5 .3 .3  We see th a t  th e r e  a re  two m ajor problems t o  be 

s o lv e d  in  th e  en forcem ent o f  th e  CST. The f i r s t  one 

i s  t o  ensure th a t  th e  s a le  c la im ed  t o  be made in  th e  

cou rse  o f in t e r = S ta t e  t ra d e  and commerce i s  in  f a c t

an in t e r - S t a t a  s a le .  In  support o f  h i s  c la im ,  th e  

d e a le r  i s  required, t o  produce form  ' C* in d ic a t in g  th a t  

th e  s a le  has been t o  a r e g i s t e r e d  d e a le r  in  another 

S ta t e .  The second problem is  t o  a vo id  double t a x a t i o n  

in  t h e  case o f  goods su b je c t  t o  th e  f i r s t - p o i n t  l e v y .

As a t p r e s e n t ,  under th e  law in - fa rce  in  B ih a r ,  th e r e  

i s  no p r o v is io n  f o r  a v o id in g  such doub le  t a x a t io n  excep t  

in  th e  case  o f d e c la r e d  goods.

5 .3 .4  W hile  in  th e  case o f  goods su b je c t  t o  th e  

f i r s t - p o i n t  l e v y ,  doub le  t a x a t io n  may a r i s e  when th e  

goods a re  f i n a l l y  s o ld  in t e r - S t a t e ,  in  the  case  o f  

goods su b je c t  t o  l a s t - p o in t  l e v y ,  no t a x  w i l l  be c o l l -
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s c te d  i f  somehow the in t e r - S t a t e  s a le  i s  not brought 

w i t h in  th e  books. A ta x  on the  f i r s t  po in t combined 

w i th  a s e t - o f f  a t th e  s tage  o f  in t e r - S t a t e  s a le  

would seem t o  o f f e r  th e  b es t  s o lu t io n .

4 .  V e r i f i c a t i o n  o f Documents

5 .4 .1  As in d ic a te d  above , th e  proper en forcem ent 

o f  th e  f i r s t - p o i n t  ar w e l l  as th e  l a s t - p o in t  l e v y  

depends c r u c i a l l y  on th e  v e r i f i c a t i o n  o f th e  d e c la r a t i o n  

form s and th e  ch eck in g  o f th e  road perm its  a ga in s t  th e  

r e tu r n s  o f  d i f f e r e n t  d e a le r s .  T\e f i n d ,  how ever, th a t  

t h e ' v e r i f  i c a t i o n  i s  done o n ly  a t random, and th e  docu­

ments o f  d e a le r s  who c la im  t o  d ea l o n ly  in  ta x  pa id  

goods a re  checked but cursor.iJ y . In  th e  same way, 

th e  in fo rm a t ion  c o n t a in ' "  in  :ne road  perm its  i s  

not put t o  s u f f i c i e n t  use f c  ch eck in g  eva s ion  o f  

t a x .  G e n e ra l ly ,  the. road m its despatched t o  a 

c i r c l e  o f f i c e  are a ll. kent t o g e th e r  end a re  not p ro ­

m p tly  p la c e d in  th e  £ l i e s  e f the r e s p e c t i v e  d e a le r s .

We s h a l l  be d i s c i s s in g  l a t j r  th e  manner in  which th e  

v e r i f i c a t i o n  o f d e c la r a t i o n  form s and the  check ing  

o f  road  perm its  should be improved. S u f f i c e  i t  t o  

p o in t  out h e re  th a t  tha  inadequate and haphazard 

manner o f  v e r i f y i n g  th e  d e c la r a t io n s  has r e s u l t e d  

in  a huge l o s s  o f  revenue t o  the  S t^ t e .  I f  lea k a ge  

o f  revenue  i s  t o  be a v o id e d , th e r e  i s no e scap in g  th e  

need t o  check f a i r l y  th o rou gh ly  th e  re tu rn s  o f a l l  

r e g i s t e r e d  d e a le r s  and o f v e r i f y i n g  d e c la r a t io n  fo rm s .

I t  i s  m isunderstand ing o f th e  b a s ic  l o g i c  o f th e  

s a le s  t a x  system t o  th in k  th a t  th e  f i r s t - p o i n t  l e v y  

can be adm in is tered  e f f i c  e n t ly  c o n f in in g  a t t e n t io n  

and s c r u t in y  on ly  t o  c l im i t e d  number o f  f i r s t  p o in t  -  

s e l l e r s .



- ■ 8 3 -

V I ,  REFORM OF THE SALES TAX STRUCTURE

1. In t ro  duct ion

6 .1 .1  The main o b j e c t i v e s  o f  th e  re fo rm  c f  s a le s  

t a x a t io n  in  B ihar may be s ta te d  t o  be th e  f o l l o w in g :

( i )  Making th e  system more income e l a s t i c ;

C i i )  R a t i o n a l i s in g  and s im p l i f y in g  th e  r a t e  
s t ru c tu r e ;

( i i i )  Changing th e  s t ru c tu re  so as t o  make th e  
system more s c i e n t i f i c ,  more econom ica­
l l y  b e n e f i c i a l  and more p o w er fu l  as a
t o o l  f o r  prom oting th e  grow th  o f  the
economy o f  th e  S ta te  in g e n e r a l  and i t s  
i n d u s t r i a l i s a t i o n  in p a r t i c u la r ;

( i v )  Im proving a d m in is t ra t io n ,  so as t o  check 
e va s io n  and t o  m in im ise in con ven ien ce  and 
harassment t o  th e  ta x p a y e rs ;  and

(v )  B u i ld in g  up o f  an, adequate in fo rm a t ion  
sy s tem .

6 .1 .2  The changes in  th e  s a le s  t a x  system  and i t s

a d m in is t ra t io n  th a t  we recommend', a re  d es ign ed  t o  

f u l f i l  th e  o b j e c t i v e s  mentioned above . In th is

Chapter, we s h a l l  be d is c u s s in g  changes in  th e  b a s ic

s t ru c tu r e  o f  th e  t a x ,  r a t i o n a l i s a t i o n  o f  th e  r a t e  

s t r u c tu r e ,  and r e l a t e d  m a t te r s .  In th e  succeed ing 

chapters/ we s h a l l  d e a l  w ith  a d m in is t r a t iv e  re form s 

and th e  in fo rm a t io n  system .

2. The Reforms

6 .2 .1  P r io r  t o  December 1977, B ihar had, b e s id e s  th e  

f i r s t  and l a s t - p o in t  l e v i e s ,  a m u l t i - p o in t  l e v y  a l s o .
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Even b e f o r e  th e  a b o l i t i o n  o f  the  m u lt i - p o in t  l e v y ,  

most o f  th e  im portant commodities had been s h i f t e d  

t o  th e  f i r s t - p o i n t  l e v y .  As th e r e  was a s t r id e n t  

demand fo r  th e  a b o l i t i o n  o f  th e  s a le s  t a x  system on 

th e  p a r t  o f  t r a d e  and in d u s try  and as some measure 

o f  re fo rm  was u r g e n t ly  needed, the  new Government 

which came in to  power in  1977 brought fo rw ard  an 

o rd in ance  in  December 1977, through which the  m u l t i ­

p o in t  l e v y  was done away w ith  and th e  e x i s t in g  l e v e l  

o f  revenues was sa fegu arded  through a p p ro p r ia te  in c r e ­

ases in  th e  r a t e s  o f  s in g l e - p o in t  l e v i e s .  S ince  the«/ 

a few  more commodities l i k e  foo tw ear have been s h i f t e d  

t o  th e  f i r s t - p o i n t  l e v y .  These changes in  th e  s t r u c ­

tu r e  o f  s a le s  t a x  in  B ihar are  in  accordance w ith  th e  

tren d s  in  o th e r  S ta te s  .

6 .2 .2  In g e n e r a l ,  th e r e  is  a pronounced movement 

towards th e  s in g l e - p o in t  l e v y  ar3 a predominant 

r e l i a n c e  on th e  f i r s t - p o i n t  t a x .  The major f a c t o r s  

th a t  l i e  beh ind th ese  tren d s  seoin t o  be on th e  one 

hand, th e  a g i t a t i o n  on th e  part o f  a la r g e  s e c t io n  o f  

t r a d e  t o  be f r e e  from th e  n e c e s s i t y  t o  p--.y the  s a le s  

t a x  and on th e  o th e r  hand, what is  r e g a r l e d  as adm in i­

s t r a t i v e  conven ience  o f  having t o  d e a l  w ith  o n ly  a 

l im i t e d  number o f  assessees  .

6 .2 .3  S in ce  th e  re fo rm  o f  th e  s a le s  t a x  in  1977 

was c a r r i e d  out l a r g e l y  as a measure in tended  t o  

p r o v id e  some immediate r e l i e f  and improvement, Govern­

ment o f  B ihar have thought f i t  t o  r e q u e s t  the  In s t i tu t e ,  

t o  undertake a more th o rou gh -go in g  study o f  a l l  a spec ts  

o f  th e  problem and put forw ard  a s c i e n t i f i c a l l y  d e t e r ­

mined t a x  model which, w h i le  b e in g  e q u i t a b le ,  would
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promote developm ent and y i e l d  in c r e a s in g  amounts o f  

r e v e n u e .

6 .2 .4  A c c o rd in g ly ,  we s h a l l  tak e  in to  c o n s id e ra t io n  

not m e re ly  a d m in is t r a t iv e  conven ience  but a lso  th e  

c r i t e r i a  o f  economic e f f i c i e n c y  and o f  lon g -ra n ge  

b e n e f i t s  in  making our recommendation r e g a rd in g  a 

s u i t a b le  s t ru c tu re  o f  s a le s  t a x  fo r  th e  S t a t e .

6 .2 .5  W h ile ,  as we have seen , th e r e  has been in  

p r a c t i c e  a p r e fe r e n c e  fo r  th e  f i r s t - p o i n t  l e v y ,  some 

have su gges ted  a lo w - r a t e ,  s im p le  tu rn  o ver  t a x  as 

th e  l e a s t  com p lica ted  o f  l e v i e s  . The Jha Committee 

recommended a l a s t - p o in t  l e v y  w ith  a h igh  exemption 

l e v e l .  I t  would be u s e fu l  t o  co n s id e r  th e  r e l a t i v e  

m e r its  o f  th e s e  va r iou s  a l t e r n a t i v e s .

6 .2 .6  The f i r s t - p o i n t  l e v y ,  as we have seen, has 

been p r e f e r r e d  on th e  ground th a t  i t  is  th e  e a s ie s t  

t o  a d m in is t e r .  I t  is  argued th a t  i t  is  p o s s ib le  t o  

c o l l e c t  th e  major p a rt  o f  th e  revenue under th e  

f i r s t - p o i n t  l e v y ,  i f  o n ly  one cou ld  i d e n t i f y  and keep 

under s c r u t in y  manufactures and im p or te rs , who to g e th e r  

would not make up a la r g e  number . I f  t h i s  were r e a l l y  

so , th e  t a s k  o f  s u r v e i l l a n c e  would be q u i t e  manageable 

and most o f  th e  d e a le r s  w ith  tu rn ove r  above th e  exemp­

t i o n  l e v e l  would be l e f t  r e l a t i v e l y  f r e e .  Im porters  

and m anufacturers g e n e r a l l y  happen t c  be la r g e  d e a le r s ,  

w h i le  th o s e  at th e  l a t e r  s ta ges  in  th e  cha in  o f  t r a n s a ­

c t io n s  ten d  t o  become s m a lle r  and s m a l le r ,  as we p roceed  

towards th e  r e t a i l  s t a g e .  I t  i s ,  t h e r e f o r e ,  c la im ed  

th a t  in  th e  f i r s t - p o i n t  l e v y ,  th e  t a x  a d m in is t ra t io n
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has to  dea l mainly with large  d e a le r s  who tend to  be 

more responsib le  and also that small d e a le r s  are 
com pletely freed  o f  poss ib le  harassment by ta x  

author i t  ies  .

§ .2 .7  Wholesale traders who are not importers as 
w e ll  as r e t a i l  traders natura lly  advocate the f i r s t -  
point le v y  because under i t  they would be free  o f  

the respon s ib il it ies  to  c o l le c t  the taxes . S im ila r ly , 
those whose ultim ate aim is the merger o f  the sales 
ta x  with the Union exc ise  duty argue for the f i r s t -  
point le v y  because that would bring the s itu a tion  
nearer to  that g o a l .

6.2,8 The choice in favour o f  the f i r s t - p o in t  levy  
seems to  have been made la r g e ly  on the basis c f  admini­
s t r a t iv e  considerations; but economic considerations 
are no less  important. Prom the economic point o f  
view, the f i r s t - p o in t  le v y  leaves much to  be des ired . 
For one th ing , i t  does not capture value added at 
stages subsequent to  manufacturing and importation.
This leads to  d iscrim ination  as between value added 
at d i f f e r e n t  stages, whereas the c r i t e r io n  o f  neutra­
l i t y  would requ ire  that equal taxation  should apply 

at a l l  stages unless there  was a s p e c i f ic  economic 

and s o c ia l  reason fo r  not doing so. Secondly, because 
o f  the exclusion o f  value added at severa l stages, 

the f i r s t - p o in t  le vy  has to  be f ixed  at a higher l e v e l  
than the la s t-p o in t  one fo r  g e t t in g  the same amount 

o f  revenue. Correspondingly, there  would be greater 
incen tive  fo r  evasion. Attempts are also made some­

times to  reduce ta x  l i a b i l i t y  by a r t i f i c ia l l y  lowering
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th e  va lu e  o f  th e  f i r s t - p o i n t  s a ls  by th e  manufacturers 

coupled  w ith  le s s  than arm 's len g th  t ra n s a c t io n s  or 

i l l e g a l  K ic k b a c k s  . In  such cases o r in  cases suspected  

t c  .-ch , th e  t a x  a d m in is t ra t io n  o f t e n  r e fu s e s  t o  

accep t s a le s  vouchers and would proceed t o  assess on 

th e  b a s is  o f  market v a lu e .  Th is  in  tu rn  leads t o  

d isp u tes  and l i t i g a t i o n .  A t h i r d  d isad van tage  o f  th e  

f i r s t - p o i n t  t a x  is  th a t  i t  leads t o  cascad ing  and tends 

t o  lockup a good p o r t io n  o f  th e  working c a p i t a l  from 

th e  t im e o f  i n i t i a l  t a x  payment t i l l  th e  t im e  o f  f i n a l  

r e c o v e r y  o f  th e  t a x  from th e  u l t im a te  consumer. F i n a l l y ,  

th e  f i r s t - p o i n t  l e v y  leads  t o  double t a x a t io n  in  r e s p e c t  

0 1  goods which a re  s o ld  in t e r - S t a t e ,  u n less  a s p e c i f i c  

p r o v is io n  fo r  s e t - o f f  is  in trod u ced .

6 .2 .9  I t  is  a w e l l - a c c e p te d  p r o p o s i t io n  in  modern 

t a x  th e o r y  th a t  from th e  economic p o in t  o f  v iew , th e  

l a s t - p o in t  ( i . e .  r e t a i l ;  s a le s  t a x  and th e  m u lt i - p o in t  

va lu e  added t a x  are  c l e a r l y  p r e f e r a b le  t o  th e  f i r s t -  

p o in t  l e v y  or th e  m u lt i - p o in t  g ross  tu rn ove r  t a x .  T h is  

is  because th e  former two taxes  do net cause any ca sca ­

d ing  or d i s t o r t i o n ,  bat at th e  same t im e  cover  va lu e  

added at almost a l l  s ta ges  o f  p rod u c t io n .  A lso  th ey  

do not . in t e r fe r e  w ith  th e  p rocesses  o f  p rod u ct ion  nor 

impose cum u la t ive  t a x a t io n  o f  inputs and f i n a l  products 

which leads  t o  unin tended in t e r f e r e n c e s  and r e a l l o c a ­

t i o n  o f  r e s o u r c e s .  I f ,  apart  from the t a x a t i o n  o f  

i n t e r - S t a t e  s a le s  p e rm it ted  under th e  C e n tra l  S a les  

Tax  A c t ,  th e  s a le s  t a x a t io n  o f  each S ta t e  is  t o  f a l l  

p r im a r i l y  on th e  consumption o f  th e  p eop le  w ith in  th e  

S ta t e ,  -h e  id e a l  form o f  t a x a t io n  would be th e  l a s t -  

p o in t  t a x  (or i t s  e q u iv a le n t ,  va lu e  added t a x  based on
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th e  d e s t in a t io n  p r i n c i p l e ) - ^ .  The d i f f e r e n c e  between 

th e  va lu e  added t a x  and th e  r e t a i l  s a le s  t a x  l i e s  in  

th e  mode o f  c o l l e c t i o n :  th e  form er is  c o l l e c t e d  in  

in s ta lm en ts  a t a l l  s ta ges  in  th e  chain  c f  t r a n s a c t io n s  

whereas th e  l a t t e r  is  c o l l e c t e d  in  one lumpsum at th e  

l a s t  s ta g e ,  i . e . ,  a t  th e  t im e  o f  s a le  by a r e g i s t e r e d  

d e a le r  t o  a n o n - r e g is t e r e d  d e a l e r .  A lthough  th e  r a t e  

o f  l a s t - p o in t  l e v y  cou ld  be lower than th a t  o f  th e  

f i r s t  p o in t  l e v y ,  th e  f a c t  th a t  th e  e n t i r e  burden o f  

th e  t a x  is  p laced  on one s ta g e  would be an inducement 

f o r  e va s io n  as compared t o  th e  p o s i t i o n  under th e  va lu e  

added t a x  which is  c o l l e c t e d  in  in s ta lm en ts  a t va r io u s  

s ta ges  . The second d isad van tage  o f  th e  l a s t - p o in t  t a x  

is  th a t  i t  has t o  be c o l l e c t e d  from a s u b s t a n t ia l l y  

la r g e r  number o f  d e a le r s  than  th e  f i r s t - p o i n t  ta x ,  

even though, w ith  a f a i r l y  h igh exemption l e v e l ,  sm all 

d e a le r s  w i l l  not be co ve red  by th e  t a x  system . T h i r d ly ,  

and t h i s  is  perhaps a more important dr?w-back, th e  

l a s t - p o in t  t a x  is  o f t e n  evaded through th e  c r e a t io n  o f  

bogus r e g i s t e r e d  f irm s t o  whom s a le  vouchers a re  made 

o u t .  S in ce  th e  l a s t - p o in t  t a x  is  payab le  o n ly  on 

s a le s  t o  n o n - r e g is t e r e d  d e a le r s ,  s a le s  t o  such bogus 

d e a le r s  a ls o  escape t a x .  At th e  t im e o f  s a le  th e  

bogus d e a le r s  would have th e  s ta tu s  o f  r e g i s t e r e d

1 /  The va lu e  added t a x  and th e  r e t a i l  s a le s  t a x  can 
be shown t o  have th e  same economic e f f e c t s  in  
th e  sense th a t  th e y  do not produce cascad in g , th e y  
w i l l  co ve r  va lu e  added at a l l  s ta g e s ,  th e y  w i l l  
r e s u l t  in  th e  same burden on th e  commodity and 
w i l l  le a d  t o  th e  same in c rea se  in  th e  p r i c e .
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d e a le r s  and hence i t  wculd not be l e g a l l y  p o s s ib le  

t o  p rose cu te  th e  s e l l i n g  d e a le r  fo r  non-payment o f  

t a x ;  on th e  o th er  hand, on exam ination , th e  purchas­

ing d e a le r s  would prove t o  be non e x i s t e n t  . F o u r th ly ,  

t a x  a d m in is t ra to rs  c la im  th a t  th e  en forcem ent o f  th e  

l a s t - p o in t  t a x  n e c e s s i t a t e s  a much la r g e r  v o l u m e  o f  

work than th a t  o f  th e  f i r s t - p o i n t  l e v y .  IV, i s  c la im  

is  based on th e  argument th a t  under th e  l a s t - p o in t  

l e v y  th e  t a x  o f f i c i a l s  have t o  check th e  t r a n s a c t io n s  

o f  th e  e n t i r e  cha in  o f  d e a le r s  in  o rder  t o  determ ine 

who " th e  l a s t - p o in t  s e l l e r s "  a re ,

6 .2 .10  O f th e s e  va r io u s  arguments put f o r t h  a ga in s t  

th e  l a s t - p o in t  l e v y ,  o n ly  two o f  them, namely, (a ) th a t  

i t  has t o  be c o l l e c t e d  from a la r g e r  number o f  d e a le r s  

and (b) th a t  th e  c r e a t io n  o f  bogus r e g i s t e r e d  d e a le r s  

c r e a te s  a problem , would seem t o  be r e a l l y  important 

and v a l i d  in  comparison w ith  th e  s itu a t io n ,  under th e  

f i r s t - p o i n t  l e v y .  I t  is  c f  course a m istaken  n o t ion  

th a t  th e  number o f  d e a le r s  t o  be checked and kept 

under c o n t r o l  would be d i f f e r e n t  and sm a lle r  under th e  

f i r s t - p o i n t  t a x .  G iven th e  exemption l e t e l ,  a l l  th o se  

w ith  tu rn ove r  above th a t  l e v e l  w i l l  have t o  g e t  them­

s e lv e s  r e g i s t e r e d  and submit re tu rn s  . In the  case o f  

m anu factur ing  d e a le r s ,  even  sm a ll d e a le r s  have t o  g e t  

th em se lves  r e g i s t e r e d  because a s p e c i a l l y  low exemp­

t i o n  l e v e l  is  p r e s c r ib e d  f o r  t h is  c a te g o r y  o f  d e a l e r s .  

Aga in , e v e r y  d e a le r  who has made in t e r - S t a t e  s a le s  

is  o b l i g e d  t o  g e t  h im s e l f  r e g i s t e r e d  and submit re tu rn s  

i r r e s p e c t i v e  o f  th e  volume o f  tu rnover . The number 

o f  r e g i s t e r e d  d e a le r s  w i l l  be e x a c t l y  th e  same uhder 

th e  two typ e s  o f  l e v y ,  and, as we have e x p la in e d  in



- 90 -

Chapter V, even under th e  f i r s t - p o i n t  l e v y  the  re tu rn s  

o f  a l l  th e  r e g i s t e r e d  d e a le r s  have t c  be checked 

a ga in s t  d e c la r a t io n  forms issued by s e l l e r s  a t e a r l i e r  

s tage?  . In  p r a c t i c e ,  o n ly  th e  re tu rn s  o f  th e  t a x  

pay ing  d e a le r s  may be c a r e f u l l y  s c r u t in is e d  and th e  

re tu rn s  o f  o th e rs  may be checked o n ly  on a sample 

b a s i s .  The same procedure can be adopted in  r e s p e c t  

o f  th e  l a s t - p o in t  l e v y  a l s o .

6 .2 .1 1  We have had o c ca s io n  t o  p o in t  out in  Chapter 

IV  th a t  a lthough  i t  is  c la im ed  th a t  th e  f i r s t - p o i n t  

l e v y  is  r e l a t i v e l y  easy  t o  a d m in is te r ,  th e  revenue 

from a number o f  f i r s t - p o i n t  items is  unduly low in d i ­

c a t in g  th e re b y  th a t  e va s io n  o f  t a x  is  c o n s id e ra b le .  

M oreover , th e  en forcem ent o f  th e  f i r s t - p o i n t  l e v y  is  

dependent on th e  s a t i s f a c t o r y  o p e ra t io n  o f  check - 

posts  which are  supposed t o  o b ta in  and send in form a­

t i o n  on a l l  t a x a b le  im p or ts .  I t  is  w e l l  known, how­

e v e r ,  th a t  th e  perm it system through which th e  o p e ra ­

t io n s  o f  th e  check-pcsts a re  sought t c  be made e f f e c ­

t i v e  is  in  doldrums. As fo r  th e  ch&e4^posts th em se lv es , 

th e  l e s s  s a id  th e  b e t t e r  . W hile  i t  cannot be den ied  

th a t  th e  aheci«-posts do p la y  a r o l e  in  su p p ly in g  i n f o r ­

m ation  on imports t o  th e  d i f f e r e n t  c i r c l e  o f f i c e s ,  

t h e i r  c o n t r ib u t io n  would seem t o  be more s i g n i f i c a n t  

in  u n d e s ira b le  d i r e c t i o n s ,  such as th e  harassment o f  

t ru c k  o p e ra to rs  (a s s e s s e es )  and th e  enrichment o f  th e  

cheGknpost p e r s o n n e l .  We must a ls o  tak e  note  o f  th e  

f a c t  t h a t ,  in  g e n e ra l ,  th e  books and documents o f  o n ly  

th e  ta x p a y in g  d e a le r s  are  checked c a r e f u l l y ;  and th a t  

th o se  o f  d e a le r s ,  who c la im  t o  d e a l  in  t a x -p a id  goods 

a re  o n ly  c u r s o r i l y  s c r u t in is e d  and even  th e  d e c la r a t io n
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forms which th e  l a t t e r  produce are  r a r e l y  t r a c e d  back 

t o  th e  d e a le r s  who are s a id  t o  have issued  them.

6 .2 .1 2  Whether i t  be a f i r s t - p o i n t  or a l a s t - p o in t  

levy#  i f  th e  s a le s  t a x  is  t o  be en fo rced  s a t i s f a c t o r i l y ,  

some s c i e n t i f i c  method would have t o  be found t o  b r in g  

under s c r u t in y  th e  books and re tu rn s  o f  a l l  r e g i s t e r e d  

d e a le r s  o r a t  l e a s t  t o  make e v e r y  r e g i s t e r e d  d e a le r s  

f e e l  th a t  h is  books cou ld  be s u b je c te d  t o  in s p e c t io n

a t  any t im e .  The l a t t e r  cou ld  be a ch ieved  through 

th e  s y s te m a t ic  check ing o f  accounts o f  a sample o f  

d e a le r s  t o  be s c i e n t i f i c a l l y  chosen e v e r y  y e a r .  I f ,  

as we recommend in  Chapter V I I I  th e  procedure o f  

s e l e c t i v e  check ing  on a sample b a s is  is  adopted , th e  

amount o f  a d m in is t r a t iv e  work in v o lv e d  would be more 

or le s s  th e  same in  r e g a rd  t o  th e  f i r s t - p o i n t  l e v y  

and th e  l a s t - p o in t  l e v y  excep t  fo r  th e  f a c t  th a t  in  

th e  l a t t e r  ca se , th e  a c tu a l  amount o f  revenue w i l l  be 

c o l l e c t e d  from a la r g e r  number o f  d e a le r s  .

6 .2 .1 3  In th e  l i g h t  o f  th e  fo r e g o in g  c o n s id e ra t io n s ,  

a d e c is io n  has t o  be taken  as t o  whether th e  e x i s t in g  

system o f  a f i r s t - p o i n t  l e v y  on th e  most important 

revenue y i e l d in g  comm odities coupled  w ith  a l a s t -  

p o in t  l e v y  on o th e rs  is  t o  be con tinued  or whether 

th e r e  shou ld  be a r a d i c a l  change in  th e  system . One 

a l t e r n a t i v e  would be t o  s h i f t  a lmost a l l  th e  commodi­

t i e s  t o  th e  f i r s t  p o in t ,  l e a v in g  o n ly  a few  a g r i c u l ­

t u r a l  goods t o  th e  l a s t - p o i n t ,  i f  a t  a l l .  I  or reasons 

th a t  we have e x p la in e d  in  d e t a i l  in  our d is c u s s io n

o f  th e  f i r s t - p o i n t  l e v y ,  we do not fa vou r  t h i s  a l t e r ­

n a t i v e .  From th e  p o in t  o f  v iew  o f  m in im is in g  e va s io n ,
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manufacture o r im p o r ta t io n ,  and augmenting revenue 

w ithou t th e  n e c e s s i t y  o f  r a i s i n g  l e v e l  o f  th e  f i r s t -  

p o in t  l e v y ,  i t  would seem e s s e n t i a l  th a t  a t a x  must 

be imposed a t more than one s t a g e .  A m u lt i - p o in t  

tu rn ove r  t a x  f a l l s  a t a l l  s ta ges  and would be produc­

t i v e  o f  re ven u e , but has t o  be r e j e c t e d  on economic 

grounds. What is  r e q u ir e d  is  a form o f  doub le  c r  

m u l t i - p o in t  t a x a t io n  which, w h i le  en a b lin g  the  G overn­

ment t o  cap tu re  va lu e  added in  course o f  t r a d e  would 

not s u f f e r  from th e  f a m i l i a r  dem erits  o f  cascad ing , 

prom oting v e r t i c a l  in t e g r a t io n ,  e t c .  th a t  are a s s o c ia ­

t e d  w ith  th e  t r a d i t i o n a l  m u lt i -p o in ts  t a x .  Such system 

w i l l  have t o  embody th e  p r in c ip l e  o f  va lu e  added t a x a ­

t i o n .  I d e a l l y ,  th e  e x i s t in g  system cou ld  be tran s fo rm ed  

in to  a S ta t e  va lu e  added t a x  under which a l l  r e g i s t e r e d  

d e a le r s  would be l i a b l e  t o  pay ta x ,  each o n e 's  l i a b i l i ­

t y  b e in g  computed as th e  t a x  payab le  on h is  s a le s  minus 

th e  t a x  p a id  on th e  r e l e v a n t  purchases . Such a compre­

h en s ive  system o f  v a lu e  added t a x  perhaps l i e s  in  th e  

fu tu r e .  For th e  p resen t ,  what would seem t o  be the  

most a p p ro p r ia te  re fo rm  is  t o  have a do i '.b le -po in t system 

w ith  a p r o v is io n  fo r  s e t - o f f ,  in  r e s p e c  o f  some impor­

ta n t  commodities in  whose cases th e re  i j  e i t n e r  sus­

pec ted  e v a s io n  o f  th e  t a x  a t th e  f i r s t - p o i n t  or th e re  

is  e v id en c e  th a t  va lu e  added in  course o f  t r a d e  is  

s u b s t a n t ia l .  Under t h i s  system th e  f i r s t - p o i n t  t a x  

w i l l  con t in u e  t o  be l e v i e d  in  r e s p e c t  o f  th e se  commo­

d i t i e s ;  in  a d d i t io n ,  a t a x  a t th e  same r a t e  would be 

imposed on th e  same commodity a t  th e  l a s t - p o in t ,  namely, 

a t th e  p o in t  o f  s a le  by  a r e g i s t e r e d  sea ler t o  a non­
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r e g i s t e r e d  d e a le r  o r  consumer. However, th e  t a x  paid 

a t  th e  f i r s t  p o in t  would be a l low ed  as a s e t - o f f  

a ga in s t  th e  t a x  payab le  a t th e  l a s t  p o in t .  Th is  in  

fa c t  means th a t  th e  second t a x  f a l l s  o n ly  on va lu e  

added subsequent t o  th e  payment o f  th e  f i r s t - p o i n t  t a x .  

The amount o f  s e t - o f f  would be equa l t o  th e  a c tu a l  

t a x  pa id  a t th e  f i r s t  p o in t  in a l l  cases where the  

purchase voucher i t s e l f  in d ic a te s  th e  t a x  amount 

c o l l e c t e d  e a r l i e r ;  in  o th e r  cases , i . e . ,  cases o f  s a le  

by  th e  t h i r d  and subsequent d e a le r s ,  th e  amount o f  

s e t - o f f  wouJd be c a lc u la t e d  by  a p p ly in g  th e  r a t e  o f  

t a x  t o  8/ lO th  o f  th e  purchase va lu e  o f  th e  commodities 

c o n ce rn ed .

6 .2 .1 4  I t  i s  our v iew  th a t  th e  in t r o d u c t io n  o f  t h i s  

system o f  d o u b le -p o in t  t a x a t i o n  would go a long  way 

towards check ing  e va s io n , where e va s ion  is  rampant 

and en a b l in g  th e  Goverivn._iiL in c rea se  revenues 

w ithou t any in c rea se  in  th e  r a t e s  o f  th e  f i r s t - p o i n t  

l e v y .  Vie g i v e  be low  a l i s t  o f  commodities in  r e s p e c t  

o f  which th e  d o u b le -p o in t  system which we have 

recommended cou ld  be c.dopted.

1. M ed ic ines

2. Readymade garmc,.' 5

3 . Vanaspati ghee

4. Lubr ica n ts

5 . K irana goods

6 . E l e c t r i c a l  goods

7 . S ta in le s s  s t e e l  a r t i c l e s

8 . Spare pa rts  and a c c e s s o r ie s  o f  
motor v e h ic l e s  and motor c y c le s

9. P a in ts ,  v a r n is ’ and hardware
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10 . Paper

11. Aluminium wares and m eta l wares

12. G lass wares, p o t t e r i e s  and 
ch ina ware

13. T a b le  c u t l e r y  and c ro ck e ry

14. S y n th e t ic  mica

15 . P l a s t i c  goods

16. Dry f r u i t s

17. Lime and l im e  stones

18 . Chips

19. Stone bou lders

20 . Cement

21. Timber

22. Bamboos

23. Kendu le a v e s

To b eg in  w ith  o n ly  a few  commodities may be put under 

th e  scheme. A r e v ie w  should be made a f t e r  two years  

t o  see  i f  a l l  th e  commodities mentioned above could 

be brough t under th e  d o u b le -p o in t  system . I f  the  

new system succeeds, i t  would be g r a d u a l ly  extended..

3. R a t i o n a l i s a t i o n  o f  th e  R a te  S tru c tu re

6 .3 .1  As we have in d ic a te d  e a r l i e r ,  th e r e  is  an 

undue m u l t i p l i c i t y  o f  r a t e s  o f  s a le s  t a x  in  B ih a r .  

A ls o ,  in  some cases th e  r a t e s  a re  out o f  l i n e  w ith  

th o se  p r e v a i l in g  in  th e  ne ighbou ring  S ta te s  and in 

o th e rs  th e  r a t e s  would seem t o  be e i t h e r  t o o  lew  or 

t o o  h igh  g iv e n  th e  nature o f  th e  commodity concerned . 

T h e r e fo r e ,  th e r e  is  a need fo r  r e d u c t io n  in  th e  

number o f  r a t e s  as w e l l  as f o r  th e  adjustment o f  r a t e s
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on some in d iv id u a l  com m odit ies . Vie f e e l  th a t  th e  

o b j e c t i v e s  o f  in trod u c in g  th e  n ecessa ry  deg ree  o f  

p r o g re s s io n  and o f  r a i s in g  adequate revenues  cou ld  

be ach ieved  on th e  b a s is  r f  about seven  r a t e s ,  le a v in g  

out l i q u o r .  These r a t e s  cou ld  be 2, 4, 5, 8, 13/

15 and 17 per c e n t .  Of cou rse , th ^ re  might have t o  

be some minor d e v ia t io n s  in  the  case o f  c e r t a in  commo­

d i t i e s  in  o rd e r  t o  a vo id  undue d iv e r s io n  o f  t r a d e  

t o  th e  o th e r  S ta t e s .  A l i s t  o f  major commodities 

a lon g  w ith  th e  recommended r a t e s  i.' g iv e n  in  Annexure

V I .  l .  In recommenaing th e  above adjustm ent in  r a t e s ,  

we have kept in  mind (a ) th e  r a t e s  on s im i la r  goods 

in  n e igh bou ring  S t a t e s , ( b )  th e  nature o f  th e  commodi­

t i e s  and th e  income groups t o  which th e y  m os t ly  ~'ete"  

and (c )  th e  l e v y  o f  th e  d o u b le -p o in t  t a x  in  s e l e c t e d  

c a s e s .
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Annexure VI.I 

Existing and Proposed Rates of Sales Tax

(per cent)

Items Existing Proposed
________________________________________ _____Rate Rate

I. Cereals and Pulses

1. Cereals and Pulses 
in all its forms ' 4 4

2. Paddy 3 2
3. Atta Maida and Suji 3 4

#
Other Food Articles

1. Edible oil

a) Mustard oil 4- 4

b) Rape oil 4 4
c) Groundnut oil 5 S

2. Vanaspati Ghee 9 10
3. Ghee (Pure) 8 8
4. Potato and onion 5 4

5. Fresh fruits 5 E

6. Meat and fish when cooked, 
canned, preserved or de­
hydrated E E

7. Meat and fish when sold in 
containers n 8

8. Eggs E

9. Sugar E E

10 . Khandsari sugar E E

11. Salt (when sold in sealed 
container) 8 8

12. Gtur (Jaggery) 8 6

13. 'Tea leaf 9 10
14. Coffee powder 9 10
1 5 . Pepper 9 10
1 6. Other spices 9 10
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___________________________________________________________ (p er  cent)
Items Existing Rate Proposed Rate

17. Curd, lassi and
nr+1 ormilk 6 E

18. Cooked food including
aweets 6 6

19. Milk food and powSer 8 8
20. Kirana goods 9 10 (D.P.)

III. Books and Stationary Articles;

1. Students’ exercise books 3 2

2 . Writing and other papers 9 10(D.P.)

3. Other stationery articles 8 8
A. Instrument boxes and maps 7 4

IY. Domestic I^uel Items;

1 . Pire-wood 7 6
2. Coal and coke in all its forms 4 4

3. Kerosene

i) Superior 7 6
ii) Inferior 5 6 .

4. Cooki.ig gas 7 8
Charcoal 7 6

6. H'nrrrce oil 7 8
7. Candle 7 8

V. Match Boxes 9 10

VI. 3bi.let Articles!

1. Toothpaste/powder 8 8
2. Washing sopp 7 6
3. T o i le t  3oap ^ 8
4. Hair oil 8 8
5. Razor a,nd/or raaor blades 8 8
6. Other shaving articles 8 8
7. Cosmetics 1$ 15



- 98 -

(per cent)
Items Existing Rate Proposed

Rate

8. Boot-polish 8
9. Tooth brush 8

VII. Medicines 7

V3II.Garme.nts and Foofcwears

1. Cotton hosiery products E

2. Ready-made garments 9

3. Foot wear 8

IX. Cycle and its Accessories 

x . Refreshment and Addiction Articles

1. Bread 4

2 . Oakes and pastries 8
3. Toffees and chocolates 8
4. Aerated water 11

5. Country liquor E

6. Indian made foreign liquor 25

7. Foreign li nn.or 2 5
8. Bhang E

9. Gania E
10. Opium E

11. Ice 7
12. Handmade bj. scuit 6
13. Other biscuits 9

XI. Consumer Durables?

1. Gold and silver and their coins 2

2. Bullion and specie 2

3. Articles made of gold and silver 4

4. Articles made of ivory 1 3

5. Marbles and articles made of
marbles 13

8
8

7(D.P)

8 (D.P.)
8

4

8
8

13
E

25

25
E

E

E
8
6
8

2
2
4

15

15
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(per cent)
Items Bxisting

Rate

6. Synthetic gems and stones

1, All kinds of got a, got a kinari, 
bci_Liua sitara (gold and embroi­
dery work)

8. Articles and wares made of 
stainless steel

9. ladies hand bags and vanity 
purses

10. All kinds o f  leather goods 
excluding footwear and items 
at ('9) mentioned above

11 ,

12 * 

* .■ >

14.

Suitcases, attache cases and 
despatch cases

411 kinds of stoves

Incandescent' lanterns and lamps

Dod'i estic elec ’ rical applicanc es

10

8

11

10

8

8
8

8

04

electric fans and 
eof excluding dry 

c ell 0 ,'y., txi or:, electric met or s,
part 3

l u f d  ng

air c:.r *1, 
anc. 37 ’ '

exhaust fans
c h 3p t er

15.

16. 
17.

Oloc-V ,
h ' d  pal

R e f r i g c r a

P u rn itu re

xijr.epiec es, 
s therrf. f

5 01 all 

watches
13

and airconditioners 16

18 .

19.
20.

a )  Wooden fu r n i t u r e  8

b) S+eel safes and almirahs 13
c) Other steel furniture 13

d) Aluminium furniture 1 0
Wireless reception instruments 
and apparatus including radios, 
gr-ij.oph:>ness amplifiers and 
Ion! speakers, spare parts and 
accessories excluding television 
s et s 16

Sound transmitting equipments 13

Cinematographic equipment 
including cameras, projectors and 
sound recording and reproducing 
equipments and accessories required 
for use thereof 13

Proposed
Rate

10

8

10 (D.P.) 

12

8

8
8
6

13 (D.P.)

12

15

8

15

13
10

15

15

13
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(per cent)

-ixems Existing
Rat e

Proposed
Rate

21. Motor cycles and motor cycle
combinations motor scooters, 
motorettes, tyres and tubes 13

2 2. Heavy motor vehicles of 
all kinds (excluding motor 
car) chassis of motor 
vehicles tyres and tubes 
(excluding tyres and tubes of
bus and trucks) 13

23. Motor car 6
24. EL ft s whether operated by

electricity or hydraulic power 8
2 5. Tyres & tubes of bus and truck 11

2 6. Aluminium wares 8

27. E.P.N.S. goods 9

28. Motor parts 1 3

29. Furs and articles made of fur 13

30. Tabulating, calculating, cash
registering, indexing, card 
punching frankling and addition 
machines and typewriters 14

31. Binoculars, telescopes, opera
glasses and spare parts thereof 14

32. Sewing machines

33. V acajum f 1 a sk s 13

34. Playing carded 9

35. Crockery and cutlery 8

36. Floor and wall tiles sanitary
goods and fittings 1 3

37. Anns including rifles, revolvers
etc. 16

38. Fire-works 7

13

13

7

8 

10

10(D.P•)

10

13 (D.P) 

15

15

15

8

13
8
8 (D.P)

13

15

8
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(per cent)

items Exi sting
Rat iT-

Proposed
Rate

39. Cigarette cases and lighters 14

40. Sheets, cushions, pillows,
mattresses 1 3

41. Other rubber products 13

42. Pile carpets 13

43. Precious stones 10

4&. Dry fruits 9

45. Dry cell baiteries 8
46. Glass bangles 8
47. Lock and key 7

48. Bedding stuff with cotton 7

49. Musical instruments 7

50. Plastic goods 7

51. Synthetic mica products such 
as su.nmica etc. including
decor at i v e 1 ami n at es and 1 3
1  ami n at ed a h e 0. t s

52. Air circulators, exhaust fans
and electric heaters of all 
varieties 16

XTI. Raw Materials and Other Producer’s Goods

1 . Mica 4

2. Manganese 4

3. Hides and skins 4
4. Coal including coke in all

its forms (as defined under 
Section 14 of the CST) 4

5. Oil seeds (as defined under
Section 1 4 of the CST) 4

6. Jute (as defined under Section
14 of the CST) 3

7. Cotton yarn
a) as defined under Section 1 4

of the CST E

b) cotton yarn waste 8

15

15 

15 

15 
10 
9 (D.P.) 
8 (D.P.) 
8 

8 

8 
8
8 (D.P.) 

15 (D.P.)

15 (D.P.)

4

4

4

4

4

2

E

8
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(per cent)

Items Existing
Rate

Proposed
Rate

8. Iron and steel

a) Iron and steel (as defined 
under Section 14 of the CST)

9. Copper wire 

10. Sugarcane

a) Sold y the cane growers socie­
ties to tie occupiers of sugar 
factories ror manufacture of 
sugar

b) Uhen sold otherwise

11 . 

1 2 .
13.

14.

15.

16 .

17.

18,

19,

2 0 . 
21 . 
22,
23,

24,

25, 

26 ,

27,

28,

Goat hair

Raw uool, uool tops and yarn 

Uoolen knitting yarn

Staple yarn of

Non ferroi1' 
bars, blockr,, 
scrap, e t c

Cotton

Sewing thread

all descriptions

tal sheets, ro ds; 
irncts.. circle

>nd thread balls

Lac and shellac 

Cotton

Flowers and their plants 

Cement and items made of cement 

Manure (organic)

Chemical fertilizers 

Pesticides including fungicides 

Bamboo 

T imber

Betel leaves 

Kendu leaves

4

-3

E

3

8

8

8

4

2
2
4 

7

1 1 
7

5 

5

11 

1 1 
7 

1 1

4

8

8

8

8

2

8

4

2
2
4

6 (D.P.) 

13 

6

6 

6

13 (D.P.) 

13 (D.P.) 

8

13 (D.P.)
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T "f r\»yi Existing Proposedi. o em Rate Rate

XIII. Fuel Items

1, Motor spirits Q 10

2. Light diesel oil 1 4 14

3. High-speed diesel oil 17 17
4. Aviation spirits 16 17

5. Crude oil 4 4

6. Petrel 9 10

XIV. Lubricants and other Aides in !Production Process

1. Dyes, paints, lacquers
and varnishes 12 13 CD.]

2, Lubricants 9 10

3. Jauntic soda and soda ash 7 8

4. Potash and explosives 7 8

5 Other chemicals 8 8

6, Ft arches 0 8

XV. Machinery oi All -Kinds 8 4
X7 I, Packing Materials

1» >'"ioty tins and empty barrels 8 8

2- Wocu^n boxes and tin boxes 8 8

3. Pmpty bottles and corks 8 8
4. I’olyt’-.cro alkalene

packing materials 8 8

5. Bituminised packing materials 8 8
6„ Cartons 8 8

7. Cane goods rj 7
X m . General P.ate 8 8

Notes 
DfP. 2 Double Point



V I I .  TAXATION 01 INPUTS

7 .0 .1  As in  s e v e r a l  o th e r  S ta te s ,  in  B ihar t o o ,  

concess ions  under s a le s  t a x a t io n  have been p rov id ed  

f o r  in d u s t r ie s  in  th e  S t a t e .  These concess ions  cover  

r e g i s t e r e d  d e a le r s  who are  engaged in  m anufacturing 

and p ro c e s s in g  a c t i v i t i e s  or th o se  who are  in ten d in g  

t o  s t a r t  such a c t i v i t i e s .  The f i r s t  con cess ion  was 

in troduced  in  1962; w ith  e f f e c t  from November 1, 1962, 

th e  c o n c e s s io n a l  r a t e  o f  t a x  o f  1 per cen t was p r e s ­

c r ib e d  f o r  th e  purchase o f  raw  m a t e r ia l s .  Th is  conce­

s s io n  has continued  t o - d a t e  a lthough  th e  co n c ess io n a l  

r a t e  has been g r a d u a l ly  r a i s e d .  More r e c e n t l y ,  s e v e r a l  

o th e r  concess ions  have been added.

7 .0 .2  In s p i t e  o f  th e  l o c a t i o n  o f  s e v e r a l  la r g e - s c a le #  

heavy in d u s t r ie s  w i th in  i t s  b o rd e rs ,  B ihar is  r e c o g ­

n is ed  t o  be an in d u s t r i a l l y  backward S t a t e .  The 

Governm ent's in te n t io n s  in  p ro v id in g  con cess ion a ry  

s a le s  t a x  trea tm en t t o  in d u s t r ie s  seem t o  have been 

th r e e  f o l d :

a) t o  a t t r a c t  new in d u s t r ie s ,

b ) t o  p la c e  in d u s t r ie s  in  B ihar on 
a c o m p e t i t iv e  b a s is ,  and

c )  t o  encourage sm a ll s c a le  in d u s t r i e s .

Thus, th e  b a s ic  o b j e c t i v e  is  r e l a t e d  t o  ra p id  i n d u s t r i a l ­

i s a t i o n  o f  th e  S ta te  w ith  emphasis on th e  prom otion  o f  

th e  sm a ll s c a le  s e c t o r .  The e x i s t in g  t a x  p ro v is io n s  

can be b r o a d ly  c l a s s i f i e d  as a v a i l a b l e  t o  th e  newly
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s e t -u p  u n i t s ,  th e  e x i s t in g  m anufacturers and in te n d ­

ing m anufacturers .

1 . Concessions t o  Newly S ta r te d  In d u s t r ie s

7 .1 .1  In o rd er  t o  a t t r a c t  in d u s t r ie s  t o  the  S ta t e ,  

concess ions  have t o  be s p e c i a l l y  geared  t o  new manufac­

tu r in g  u n i t s .  A scheme o f  concess ions  t o  c e r t a in  

u n its  (Annexure V I I . l )  was in troduced  w ith  e f f e c t  

from November 16, 1966 fo r  a p e r iod  o f  f i v e  years  

from th e  d a te  th e  in d u s try  s t a r t e d  p ro d u c t io n .  Th is  

scheme was m o d i f ie d  w ith  e f f e c t  from June 19, 1969.

The new scheme was extended  t o  a l l  u n its  fo r  a p e r io d  

o f  f i v e  y ea rs  ending March 31, 1974. On A p r i l  1,

197 4 t h i s  scheme was ex tended  f o r  a fu r th e r  p e r io d  o f  

f i v e  y e a r s .  The scheme e x p ir e d  on March 31, 1979. The 

scheme p rov id ed  fo r  two typ es  o f  c on cess ion s ..  F i r s t l y ,  

new ly s e t -u p  m anufacturing u n its  were g iv e n  th e  r i g h t  

t o  buy raw  m a te r ia ls  f r e e  o f  t a x  p rov id ed  th e  u n it  

concerned was approved by and r e g i s t e r e d  w ith  th e  

In d u s t r ie s  Departm ent. The exemption was su b je c t  t o  

th e  f o l l o w in g  c o n d it io n s :

a) The owner o f  th e  in d u s try  fu rn ish es  t o  th e  
r e g i s t e r e d  d e a le r  from whom goods (raw 
m a te r ia ls )  a re  purchased o. d e c la r a t io n
in  th e  p r e s c r ib e d  form;

b ) The owner o f  th e  in d u s try  shou ld main­
t a in  an u p - to -d a te  account o f  purchases 
and use t h e r e o f  o f  goods purchased on 
th e  s t r e n g th  o f  th e  d e c la r a t io n  and 
should ren d e r  proper accounts on demand 
by th e  a u t h o r i t i e s ;  and
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c ) The s e l l i n g  d e a le r  should vr  oduce nece­
ssa ry  ev id en ce  in c lu d in g  the  t ru e  d e c la ­
r a t i o n  in she p r e s c r ib e d  ucrm r e c e iv e d  
by him from th e  owner c f  _he in d u s try .

7 .1 .2  The concess ion  o f  t a x  f r e e  purchase o f  raw 

m a te r ia l  was made a v a i l a b l e  t o  newly s e t -u p  snal.l 

s c a le ,  medium and la r g e - s c a l e  in d u s t r i e s .  J.'n the  

case o f  th e  medium and l a r g e - s c a l e  u n i t s ,  however# 

th e  requ irem en t was th a t  th e y  should be approved by 

and r e g i s t e r e d  w ith  th e  In d u s tr ie s  and th e  T e c h n ic a l  

Education  Departments, in c o n s u lta t io n  w ith  the  

Commercial Taxes D epartm ent.

7 .1 .3  I t  may be noted th a t  th e se  concess ions  were 

made a v a i l a b l e  t o  u n its  th a t  went in to  p rodu ction  

a f t e r  A p r i l  1, 1974. S in ce  th e  scheme was i t s e l f  

o n ly  fo r  f i v e  y e a rs ,  u n its  which went in to  p rodu ction  

in  subsequent years  would be a b le  t o  a v a i l  them selves 

o f  th e  concess ions  o n ly  fo r  p e r iod s  (co rras  ten d in g ly )  

l e s s  than  f i v e  y e a r s .

7.1.4- The second typ e  o f  conccss ion  was the  exempt­

ion  from s a le s  t a x  o f  th e  f i r s t  s a le  o f  f in is h e d  goods 

by  a new ly e s ta b l is h e d  s m a l l - s c a le  industry-. The 

exem ption was made a v a i la b le  su b je c t  t o  th e  co n d it io n s  

th a t  -

a) th e  owner o f  th e  in d u s try  s h a l l  issue 
s e r i a l l y  c a sh / c re d it  memos, fo r  s a l t s  
o f  f in is h e d  goods which w i l l  conta in  
th e  name and address o f  th e  purchaser, 
d e s c r ip t io n  o f  goods so ld  and t h e i r  
p r ic e s ,  th e  exemption c e r t i f i c a t e  number 
and th e  dated  s ig n a tu re  o f  ~he s e l l e r ;
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b ) th e  owner o f  th e  in d u s try  s h a l l  m a in ta in  
s a le s  and p'urchases r e g i s t e r s  as ; ls c
a s tocK  r e g i s t e r ;  and

c )  th e  owner o f  th e  in du stry  s h a l l  remain 
l i a b l e  t o  ren d er  proper accounts o f  h is  
s a le s  on demand by  th e  t a x  a u th o r i t i e s  
and s h a l l  o b ta in  a c e r t i f i c a t e  o f  r e g i s ­
t r a t i o n  a f t e r  h is  gross tu rn ove r  exceeds 
th e  s p e c i f i e d  quantum,,

7 .1 .5  S in ce  o n ly  th e  f i r s t  s a le s  o f  goods manufac­

tu red  by  a new s m a l l - s c a le  u n it  is  exempted, in  

p r in c ip l e ,  subsequent s a le s  o f  th e  same cou ld  be brought 

under c h a rge .  However, th e  Commercial Taxes T r ib u n a l o f  

th e  S ta te  has r e c e n t l y  h e ld  th a t  i f  th e  f i r s t  s a le  o f  a 

commodity, s u b je c t  t o  a f i r s t - p o i n t  l e v y ,  is  granted  

exemption from ta x ,  the  commodity should be t r e a t e d  as 

an exempt commodity and no subsequent s a le  cou ld  be 

ta x e d .  S in ce  most o f  th e  manufactured commodities a re  

s u b je c t  t o  th e  f i r s t - p o i n t  l e v y ,  n os t goods produced by 

th e  new s m a l l - s c a le  u n its  would be f u l l y  exempt from 

t a x  under t h i s  p rov is ion ,,

7 .1 .6  A change in  th e  scheme o f  concess ions  was 

in troduced  w ith  e f f e c t  from J u ly  1, 1975, whereby

th e  above-m entioned exemption was made in a p p l ic a b le  t o  

u n its  th a t  came in to  p rod u ct ion  a f t e r  th a t  d a t e .  Th is  

means th a t  th e  exemption from t a x  o f  f i r s t  s a le  is  now 

en joyed  o n ly  by  s m a l l - s c a le  u n its  th a t  went in to  

p rodu ction  between  A p r i l  1, 197 4 and J u ly  1, 1975.

For u n its  th a t  went in to  p rodu ct ion  a f t e r  the  l a t t e r  

d a te ,  an a l t e r n a t i v e  scheme o f  gran t o f  in t e r e s t  f r e e  

loans e q u iv a le n t  t o  th e  amount, o f  t a x  paid s u b je c t  t o



-  108 -

c e i l i n g s  in  terras o f  pe rcen tages  o f  investment in  

f i x e d  a s s e t s  was in t r od u c ed .  Th is  scheme is  d e s c r ib e d  

in  paragraphs 7 .1 .8  and 7 .1 .9  b e low .

7 .1 .7  When the  p r o v i s i o n  f o r  th e  exemption o f  the  

f i r s t  s a l e  o f  newly s e t -u p  manufactur ing u n i ts  was 

o r i g i n a l l y  introduced/ th e  exemption was made a p p l i ­

c a b le  t o  medium and l a r g e  u n i t s  a l s o .  However, in 

t h e i r  case ,  th e  exemption g ran ted  was o n ly  w i th  

r e s p e c t  t o  th e  "G enera l  Sa les  Tax" . Th is  t a x  has 

ceased t o  e x i s t  as from 26 .12.1977 . Th is  in e f f e c t  

means th a t  medium and l a r g e  u n i t s  th a t  went in to  

p roduc t ion  between A p r i l  1, 197 4 and J u ly  i ,  1976 do 

not e n jo y  any exemption or concess ion  in r e l a t i o n

t o  th e  s a l e s  t a x  payable  on the  goods produced by 

them. Medium and l a r g e - s c a l e  manufactur ing un its  

th a t  went in to  p roduct ion  a f t e r  th e  l a t t e r  da te  are 

g ran ted  th e  same f a c i l i t y  o f  t a x  f r e e  loans ,  w i th  

some d i f f e r e n c e s ,  as en joyed  by s m a l l - s c a l e  i n d u s t r i e s .

7 .1 .8  The concess ion  o f  i n t e r e s t  f r e e  loans e q u i ­

v a l e n t  t o  t a x  pa id  has t o  be opera ted  on th e  bas is

o f  c o o p e ra t i o n  between th e  In d u s t r i e s  and th e  Commer­

c i a l  Taxes Departments. The R e s o lu t i o n  o f  the 

In d u s t r i e s  Department on th e  s u b je c t  ( v i d e  In d u s t r i e s  

Department R e s o lu t i o n  N o . 26245 dated  November 29,

1976) s t i p u l a t e s  th a t  e l i g i b l e  s m a l l - s c a l e  and medium 

u n i t s  w i l l  g e t  loans f o r  5 years  and + hat l a r g e - s c a l e  

in d u s t r i e s  w i l l  g e t  loans f o r  a p e r iod  o f  1 0  y e a r s .

But, a p p a re n t ly ,  th e  Commercial Taxes Department would 

l i k e  t o  ex tend th e  concess ion  f o r  o n ly  5 years  in



r e s p e c t  o f  a l l  u n i ts  i r r e s p e c t i v e  o f  s i z e .  At presen t  

t h i s  p o in t  is  p u re ly  academic, s in c e  the  e n t i r e  

scheme o f  concess ions  we have been d i s c u s s in g  lapsed  

on March 31, 1979.

7 .1 .9  Acco rd ing  t o  the  scheme in o p e ra t i o n ,  th e  new 

in d u s t r i e s  which w ish t o  g e t  the  b e n e f i t  a v a i l a b l e  

under i t  should ge t  themselves  approved by  the  Indus­

t r i e s  Department.  They should c o l l e c t  taxes  payab le  

on t h e i r  r e s p e c t i v e  products and pay them in to  the  

T r ea su ry  l i k e  any o th e r  d e a l e r .  T h e r e a f t e r ,  a c e r t i ­

f i c a t e  o f  payment o f  t a x  is  t c  be ob ta in ed  from th e  

Commercial Taxes Department.  On the  s t r e n g th  o f  

t h i s  c e r t i f i c a t e ,  th e  In d u s t r i e s  Department recommends 

the  g ran t  o f  i n t e r e s t  f r e e  loans e q u i v a l e n t  t o  th e  

t a x  pa id  s u b je c t  t o  an upper l i m i t  determ ined in  the  

f o l l o w i n g  manner:

a) In d u s t r i e s  in backward J o f  i n v e s t -
areas -  upto 7 5 per cen t  ! ment in

1 p lan t  and
d ) In d u s t r i e s  in  o ther  ; machinery

areas -  upto 50 per \
cent J

While  th e  t o t a l  amount o f  loan e n t i t l e n e n t  is  d e t e r ­

mined as above, the  amount o f  loan grantee  in each 

year  i s  l im i t e d  t o  8 per cent  o f  investment in  th e  

case  o f  medium and l a r g e  s c a l e  in d u s t r i e s  anc t o  th e  

a c tu a l  t a x  paid in the  case o f  sm al l  in d u s t r i e s .

The recommendation o f  th e  In d u s t r i e s  I apartment is  

fo rwarded  t o  an autonomous c r e d i t  c o r p o ra t i o n ,  c a l l e d ,  

B ihar S ta t e  C r e d i t  and Investment C o rp o ra t ion ,  t h a t



-  n o

has been s e t  up s p e c i a l l y  f o r  t h i s  purpose . The loan 

i s  ob ta in ed  by  the  new in d u s t r i e s  from t h i s  c o r p o r a t i o n .

2. Concessions t o  In d u s t r i e s  undertak ing  Expansion 
and D i v e r s i f i c a t i o n  Programme

7 .2 .1  In d u s t r i e s  undertak ing  expansion and d i v e r s i ­

f i c a t i o n  programmes a re  e l i g i b l e  t o  g e t  th e  same 

concess ions  as newly s e t -u p  u n i t s ,  in r e s p e c t  o f

such programmes o n ly ,  p rov id ed  th e y  have been approved 

f o r  t h i s  purpose by  th e  In d u s t r i e s  Department.  Th is  

means th a t  in d u s t r i e s  undertak ing  approved expansion 

and d i v e r s i f i c a t i o n  programmes could purchase raw 

m a t e r i a l s  f r e e  o f  t a x  in  so f a r  as th e y  a re  needed 

f o r  th e  in c reased  or  new p rod u c t io n .  Those u n i ts  

whose expans ion  or  d i v e r s i f i c a t i o n  programmes y i e l d e d  

output between January 1 , 1976 and June 30, 1976 a ls o  

e n jo y  th e  concess ion  o f  not pay ing t a x  on the  f i r s t  

s a l e  o f  products o f  such expans ion .  In  r e g a rd  t o  

expansion or  d i v e r s i f i c a t i o n  programmes th a t  came in to  

f o r c e  or y i e l d e d  output a f t e r  J u ly  1, 197 5, w h i l e  th e  

f i r s t  s a l e  o f  th e  product is  not exempt from t a x ,  

th e  t a x  pa id  can be o b ta in ed  as a lo a n .

3 .  Concessions t o  S ic k  and C losed Units

7 .3 .1  U n i ts  th a t  have f a l l e n  " s i c k "  or have d e c la r e d  

a " c l o s u r e "  have been g i v e n  th e  same t a x  concess ions 

as newly s e t -u p  u n i t s .  These concess ions ,  however, 

a re  g ran ted  o n ly  t o  such u n i t s  as were found s i c k  or 

c l o s e d  between A p r i l  1, 1971 and A p r i l  1, 197 3 and a l s o



-  I l l

between A p r i l  1, 197 3 and A p r i l  1, 1977 . In o ther  

words, u n i t s  th a t  f a l l  s i c k  subsequent t o  t h i s  da te  

a re  not e l i g i b l e  f o r  the  c on cess ion .

4 . Concess i o n a l  Treatment o f  Raw M a t e r i a l s

7.4..1 I t  was in d i c a t e d  e a r l i e r  th a t  in  November 1962, 

a c o n c e s s io n a l  r a t e  o f  t a x  was in troduced  in  r e s p e c t  

o f  purchase o f  raw m a t e r i a l s .  Th is  c o n c e s s io n a l  r a t e ,  

which was o r i g i n a l l y  f i x e d  at one per c en t ,  was 

g r a d u a l l y  r a i s e d  and became 3 per cent  in  197 5. There  

has been no change s in c e  th e n .

7 .4 .2  Under S e c t i o n  12(b ) o f  th e  B ihar Sa les  Tax 

F i f t h  Ordinance, which f o r  th e  t im e  b e in g  is  the  law 

go ve rn in g  s a l e s  t a x a t i o n  in  the  .State, a l l  manufacturers 

a re  a l low ed  t o  buy raw m a te r ia l s  at  a c o n c ess io n a l  

r a t e  o f  3 per c en t ,  p ro v id ed  the  goods or m a te r ia l s  

concerned .are r e q u i r e d  by them fo r  d i r e c t  use in  the  

manufacture or p r o c e s s in g  o f  goods fo r  s a l e  or f o r  

use in m in ing or in th e  g e n e r a t i o n  or d i s t r i b u t i o n  o f  

e l e c t r i c i t y .  The f o l l o w i n g  goods are  exc luded  from 

th e  purv iew  o f  the  above concess ion :

1. P e t r o l

2. High speed d i e s e l  o i l

3. L ig h t  d i e s e l  o i l

4. A v i a t i o n  s p i r i t  in c lu d in g  A -.T .

5 . Coal  in c lu d in g  coke in  a l l  i t s  forms 
but not in c lu d in g  ch a rcoa l

6 . Cotton
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7 .  I ron  and s t e e l  as d e f in e d  in s e c t i o n  
14 o f  C e n t ra l  Sa le s  Tax Act ,  19;>6

8 . Hides ,-and sk in s ,  whether, in  a raw or 
dressed  s t a t e

9. O i l  seeds as d e f in e d  in  s e c t i o n  1 4  o f  
C e n t ra l  Sa le s  Tax A c t ,  I95e>

10. Crude o i l  as d e f in e d  in s e c t i o n  14 o f  
C e n t ra l  Sa les  Tax A c t ,  1956, and

11. Grains and pu lses  as d e f in e d  in  s e c t i o n  
14 o f  C e n t ra l  Sa les  Tax A c t ,  1956.

Of th e s e  11 c a t e g o r i e s  o f  goods, soir.p a re  petroleum 

prod u c ts .  They a re  used m ost ly  as f u e l  or as l u b r i ­

c a n ts .  They need not ,  t h e r e f o r e ,  be g ran ted  th e  

c o n c e s s io n a l  r a t e .  Moreover ,  the  revenue p o t e n t i a l  

o f  petro leum products b e in g  h igh , i t  would not be 

p o s s ib l e  t o  keep th e  r a t e  o f  t a x  on them at a low

l e v e l .  The r e s t  o f  the  commodities a re  a l l  d e c la r e d

goods and in any case cannot be ta xed  at  h igher  

than 4 per c e n t . •

7 .4 .3  In o rder  t o  become e l i g i b l e  f o r  th e  purchase

o f  raw m a t e r i a l s  at th e  c o n c ess io n a l  r a c e ,  a manufac­

t u r e r  must submit an a p p l i c a t i o n  t o  the  c f f i c e r  in 

charge o f  th e  c i r c l e  concerned and ob ta i i  the nece­

s sa ry  c e r t i f i c a t e .

7 .4 .4  The p r i v i l e g e  o f  buying rev: m a t e r ia l s  at the  

c o n c e s s io n a l  r a t e  o f  3 per cene is  extender cc 

C e n t ra l  government departments in B ihar ,  th e  d e p a r t ­

ments o f  th e  S t a t e  government,, autonomous i b l i c  

s e c to r  companies and depar tm enta l  under caking's . In 

th e  case o f  the  governm ent 's  lepartments, the  conce­

s s io n  is  a p p l i c a b l e  t o  a l l  go )ds o ther  than the



-  113- -

1 1  exc luded  commodit ies w ithou t  th e  c o n d i t i o n  o f  

t h e i r  b e ing  raw m a t e r i a l s  needed in  p ro d u c t io n .

The c o n c e s s io n a l  r a t e ,  we understand, has had t o  be 

made a p p l i c a b l e  t o  purchases by government d e p a r t ­

ments as o th e rw is e  th e y  would buy many goods from 

o u ts id e  th e  S ta t e  paying o n l y  th e  i n t e r - S t a t e  sa le s  

t a x  (a t  4 per c en t )  .

5 .  Concessions t o  In ten d ing  Manufacturers

7 .5 .1  Any manufacturer in tend in g  t o  e s t a b l i s h  an 

in du s t ry  in t h a  S ta t e  can g e t  c o n c e s s io n a l  t reatment 

under s e c t i o n  12 (c )  o f  th e  Bihar Sa les  Tax  F i f t h  

Ordinance o f  1977 = In tend ing  manufacturers can 

purchase machinery and p la n ts ,  t o o l s  and a c c e s so r i e s  

a t  th e  c o n c e s s io n a l  r a t e  o f  3 pe.’ c e n t .  The conce­

s s io n  cove rs  a l s o  mines and f i rms engaged in  the  

g e n e r a t i o n  and d i s t r i b u t i o n  o f  f f e c t r i c i t y .  Machi­

nery  and p lan t  r e q u i r e d  f o r  the  expansion o f  e x i s t ­

ing u n i t s  can a l s o  be bought a t  the  c o n c ess io n a l  

r a t e  a f t e r  th e  necessary  approva l  has been ob ta in ed .

7 .5 .2  The concess ion  is  a v a i l a b l e  f o r  che p e r iod  

mentioned in th e  c e r t i f i c a t e  issued  by th e  Commer­

c i a l  Eaxes Department.  Th is  pe r iod  i s  re r .v . -a l ly  

s i x  months, but can be extended on a p p l i c a t i o n ,

6 . An E v a lu a t io n  o f  th e  E x i s t in g  Tax Concess ion s 
and Incen t  iv es

7 .6 .1  I t  would be c o r r e c t  t o  say tha t  S ta te s  should 

not v i e '  w i th  one another -t-o a t t r a c t  in d u s t r i e s  through
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would c o l l e c t i v e l y  tend, t o  l o s e  revenues and would 

cause uneconomic l o c a t i o n  o f  in d u s t r i e s  w i th in  the  

country  as a who le .  However, th e r e  can be no denying 

th e  case f o r  r eason ab le  t a x  concess ions :or in d u s t r i e s  

in  backward areas bo th  f o r  a t t r a c t i n g  them and f o r  

making them c o m p e t i t i v e  u n t i l  th e y  are e s t a b l i s h e d  

and can stand on t h e i r  own.

7 .6 .2  The scheme o f  t a x  in c e n t i v e s  e x i s t i n g  at  the  

t im e  o f  s tudy ,  apart  from the  p r o v i s i o n s  under s e c t io n s

12 o f  th e  Bihar Sa les  Tax  F i f t h  Ordinance, came t o  an 

end on March 31, 197 9. I t  i s ,  t h e r e f o r e ,  u r g e n t l y  

n ecessa ry  t o  examine the  m e r i t s  o f  the  va r ious  conce­

ss ions  in  o rde r  t o  determ ine  whether t )  e.y should be 

ex tended or  be m o d i f i e d .  Any scheme o f  concess ions 

which th e  Government g ran ts  should be s u b s t a n t i a l  

enough t o  be e f f e c t i v e .  At the  same t ime t h e y  should 

s a t i s f y  economic c r i t e r i a ,  must not lead  t c  too

l a r g e  a l o s s  o f  revenues in p r op o r t io n  t o  t ne bene­

f i t s  d e r i v e d  and must a l s o  be a d m in i s t r a t i v e l y  s imple  

t o  o p e ra t e  and t c  take  advantage o f .

7 .6 .3  B a s i c a l l y ,  the  concess ions  which are now in 

f o r c e  a re :  c o n c ess ion a l  r a t e  o f  t a x  o f  3 per cent on 

purchases o f  raw m a te r ia l s  by a l l  manufacturers ,  t a x  

f r e e  purchase o f  raw m a t e r i a l s  by  new u n i t s ,  exemption 

from t a x  o f  f i r s t  s a le s  by newly s e t -u p  sm al l  s c a l e  

u n i t s  ( e s t a b l i s h e d  b e f o r e  J u ly ,  1976) , loans e q u iv a l e n t  

t o  t a x  payments t o  a l l  manufactur ing u n i t s  th a t  came 

in to  p rodu c t ion  a f t e r  J u ly  1, 1976 and con c ess io n a l
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r a t e  o f  t a x  on machinery f o r  in tend in g  manufacturers 

and th o se  expanding t h e i r  opera t ions . ,  A d d i t i o n a l l y ,  

s i c k  and c l o s e d  u n i ts  a re  g iver,  th e  same p r i v i l e g e s  

as new u n i t s ,  and government departments and p u b l ic  

e n t e r p r i s e s  can buy machinery as w e l l  as o the r  goods 

(w i th  th e  e x c lu s io n  c f  some products )  a t  the  conce ­

s s i o n a l  r a t e  o f  3 per cento

7 .6 .4  In e v a lu a t in g  th e s e  p r o v i s i o n s ,  the  f i r s t  

q u es t ion  t o  ask i s ,  "How fa r  has each o f  the  conce ­

ss ion s  been e f f e c t i v e * * ?  And second ly ,  "What has 

been th e  lo s s  o f  r e ven u e "?  U n fo r tu n a te ly ,  n e i th e r  

th e  In d u s t r i e s  Department nor the  Commercial Taxes 

Department has c o l l e c t e d  and mainta ined th e  da ta  

necessa ry  f o r  q u a n t i f y in g  th e  e f f e c t s  o f  th e  conce ­

s s i o n s .  We have, however, been in formed th a t  the  

s m a l l - s c a l e  s e c to r  has grown f a i r l y  r a p i d l y  in Bihar 

and th a t  th e  t a x  concess ions  have p layed  an important 

pa r t  in  t h e i r  g row th .  Even i f  t h i s  is  t r u e ,  i t  is  

d i f f i c u l t  t o  say which o f  th e  concess ions  have been 

o f  s i g n i f i c a n c e  in  t h i s  c o n t e x t .  Since: e m p i r i c a l  

in fo rm a t ion  is  la c k in g ,  we can o n ly  proceed on

a p r i o r i  grounds and examine th e  d e s i r a b i l i t y  o f  th e  

va r iou s  t y p e s  o f  concess ions  th a t  are in f o r c e  now.

7 .6 .5  As in d i c a t e d  e a r l i e r /  when t h i s  sche:nu o f  

concess ions  was o r i g i n a l l y  in troduced ,  newly s e t  up 

u n i t s ,  p a r t i c u l a r l y  s m a l l - s c a l e  u n i t s ,  were g i v e n  

th e  b e n e f i t  o f  not hav ing t o  pay t a x  on th e  f i r s t

s a l e  o f  goods manufactured by them. Th is  was cont inued 

when the  scheme was ex tended  f u r t h e r ,  w i th in  about 

two years  a f t e r  th e  e x t e n s io n  o f  the  scheme f o r  another
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f i v e  y e a r s ,  the  Government withdrew i t  in  r e s p e c t  o f  

fu tu re  u n i ts  and r e p la c e d  i t  by  a scheme o f  loan 

a s s is ta n c e  o I t  would seem th a t  the  Government i t s e l f  

had second thoughts about c o m p le te ly  exempting from 

t a x  th e  products o f  nev; un its  f o r  even a l im i t e d  

p e r iod  o f  t im e .  As o f  now, o n ly  s m a l l - s c a l e  u n i ts  

which came in to  product ion  between A p r i l  j., 1974 and

J u ly  31, 1976, are  e n jo y in g  o u t r i g h t  exemption from

t a x  on the  f i r s t  s a l e  o f  the  product „ The qu es t ion  

th a t  needs t o  be asKed is  whether in  o rder  t o  promote 

s m a l l - s c a l e  industry ,  t h i s  concess ion  should be 

r e v i v e d  f o r  un its  th a t  would be s e t  up a f t e r  A p r i l  1,

197 9. We f e e l  th a t  o u t r i g h t  exemption would be to o  

generous a concess ion  l e a d in g  not o n ly  t o  l o s s  o f  

revenue  but a ls o  t o  d i s c r im in a t i o n  as between two typ e s  

o f  bus inesses  who would have equal c a p a c i t y  t o  c o l l e c t  

and pay t a x e s .  To e x p la in :  a s m a l l - s c a l e  u n i t  is  

d e f in e d  as one whose investment in  p lan t  and machinery 

does not exceed R s . 10 lakh .  Investment in c lu d in g  b u i l d ­

in g  may exceed t h i s  l e v e l .  Now, a manufactur ing 

un it  whose f iv -  investment is  around Rs . 10 lakh would 

have a tu rn ove r  ran g in g  anywhere between R s . 30 lakh 

t o  R s . SO lakh or even R s . 100 lakh .  Evan i f  we take  

the  most c o n s e r v a t i v e  es t im a te  o f  tu rnove r  a t  Rs . 30 lakh, 

i t  would be seen tha t  th e  exemption o f  a d e a l e r  w i th  

such a h igh  tu rnove r  would not be warr am, .;t , w h i le  non­

manufactur ing d e a le r s  w i th  as low a tu rnove r  as 

R s .50,000 are  l i a b l e  t o  r e g i s t e r  themselves  and pay 

t a x e s .  Second ly ,  o u t r i g h t  exemption is  l i k e l y  t o  lead  

t o  an unduly l a r g e  lo ss  o f  revenue .  S ince  in  any case  

such an exemption can o n l y  be granted  f o r  a l im i t e d
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p e r io d ,  th e  s m a l l - s c a l e  u n i t  concerned can e n jo y  the  

r e s u l t i n g  p r i c e  d i f f e r e n t i a l  f o r  o n ly  a c o r r e s p o n d in g ly  

l im i t e d  p e r iod  o f  t im e .  A f t e r  t h i s  p e r io d  is o v e r ,  

the  un it  would have t o  fa c e  c om p e t i t ion  from la r g e r  

u n i t s .  To s o l v e  t h i s  problem o ther  measure;- o f  a 

more permanent nature which could o f f - s e t ,  at l e a s t  

p a r t i a l l y ,  th e  c o s t  d isadvan tage  from which the  s m a l l -  

s c a l e  u n i t  s u f f e r s  would be c a l l e d  f o r  . T h i r d l y ,  

g r a n t in g  o f  o u t r i g h t  exemption i r r e s p e c t i v e  o f  th e  

nature o f  th e  commodity produced would m i l i t a t e  

a ga in s t  th e  s o c i a l  o b j e c t i v e  o f  p la c in g  a r e l a t i v e l y  

l a r g e r  burden on luxury  products  and th e  more a f f l u e n t  

s e c t i o n s  o f  s o c i e t y  th a t  consume such products .

7 .6 .6  The o p e ra t io n  o f  t h i s  exemption scheme a ls o  

in v o l v e s  a d d i t i o n a l  ccc ^mentation and compliance on 

th e  part  o f  th e  owner o f  th e  in du s t ry  as w e l l  as i t s  

customers w i th  procedures l a i d  down. A l l  t h i s  is  

t ime-consuming and r e q u i r e s  s m a l l - s c a l e  u n i ts  t o  

mainta in  an e la b o r a t e  s e t  o f  accounts which the  

Department is  expec ted  t o  check in o rder  t o  f o r e s t a l l  

f a l s e  c l a i m s .

7 .6 .7  I t  has a l s o  been brought t o  our n o t i c e  th a t  

s e v e r a l  u n i t s  are  r e g i s t e r e d '  and r e - r e g i s t e r e d  as 

new u n i t s  in  o rder  t o  o b ta in  th e  b e n e f i t  o f  exemption 

as w e l l  as th e  p r i v i l e g e  o f  buying raw m a te r ia l s  

f r e e  o f  t a x .  We r a th e r  doubt th a t  the  In d u s t r i e s  

Department has s u f f i c i e n t  personne l  spread over  th e  

va r io u s  parts  o f  the  S ta t e  t o  a s c e r t a in  whether the  

u n i t s  c la im in g  t o  be new a re  r e a l l y  new.



- 118

7.6 .8  On balance, we f e e l  tnav consider .c ions  o f  

revenue  l o s s , s o c i a l  p o l i c y  .and minim is  in a adminis­

t r a t i v e  inconvenience would lead to  th e  conc lus ion  

th a t  the scheme o f  ou tr igh t  exemption on f i r s t  sa le  

o f  products is not a d e s i r a b le  or a necessary conce­

ss ion  t o  [.romote the growth o f  in d u s t ry .

7 .6 .9  A su bs tan t ia l  concession which a i l  new u n i ts  

whether sm a l l - s ca le ,  medium or la rge  now en joy  is 

the r i g h t  to  purchase f r e e  o f  tax  raw m ater ia ls  used 

d i r e c t l y  in production. This concession is on joyed 

even i f  the unit  concerned does not pay ta x  on i t s  

f i n a l  product as happens when the products are  moved 

on consignment t r a n s fe r  . This means that the Govern­

ment f a i l s  t o  get  any revenue it a l l  from the opera­

t ion s  o f  these new units  during the per iod c-f the 

c o n c e s s i o n . While some d i f f e r e n t i a l  advantage has to  

be granted to  a t t r a c t  new industr ies  and some help

t o  them is needed in the i n i t i a l  phase, i t  does seem 
necessary to  c r e a t e  co n c i t i o r s  in which through 

r e s o r t i n g  t o  cons ignnr.nt t r a n s f e r  the new units could 
escape a l l  t axa t ion  for  a c e r ta in  per iod o f  t ime.  

Moreover, even the r i g h t  to  purchase raw m ater ia l  

f r e e  o f  t a x  granted t o  a p>: i v i l e g e d  few h-.is always 

been found t o  lead t c  misuse. I t  is nct uncommon 

fo r  un its  t o  come into ex is tence  ju s t  to  be able to  

buy raw m ater ia ls  f r e e  o f  t a x  and. tin n i e r . e l l  them 

fo r  a p r o f i t  without any manufacturing a c t i v i t y .

The power to  issue c e r t i f i c a t e s  which enable the new 

units  t o  buy .raw m ater ia ls  f r e e  o f  t a x  is a lso  l i a b l e  

t o  b reed  corrupt i o n . } ina l y ,  many o f  td  ̂ industr  ie s
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th a t  cou ld  be e s t a b l i s h e d  in Bihar w o u i q  r  ecru  i r e  the  

purchase o f  raw m a te r ia l s  o f  va r iou s  t y p e s  from o u t ­

s id e  th e  S t a t e .  Indeed in  i t s  p resen t  s ta g e  o f  d e v e l o p ­

ment, i t  is  l i k e l y  th a t  a good part  o f  raw m a te r ia l s  

r e q u i r e d  would have t o  be imported . Th is  b e in g  so ,  

ju s t  th e  r i g h t  t o  buy th e  raw m a te r ia l s  f r e e  o f  t a x  

i n t e r n a l l y  would not be o f  h e lp  in many cases - I t  

may be asked i f  the  exemption o f  f i r s t  s a l e  and the  

r i g h t  t o  purchase raw m a te r ia l s  f r e e  o f  t a x  are not 

t o  be g ra n ted ,  what methods then the  Government can 

adopt t o  a t t r a c t  new in d u s t r i e s  and t o  put in d u s t r i e s  

in  Bihar on a c o m p e t i t i v e  b a s is  so th a t  th e r e  may 

be fas ter '  i n d u s t r i a l  g row th .  We note  th a t  th e  e x i s t ­

ing law p r o v id e s ,  b e s id e s  th e  two concess ion  we have 

d iscussed  above, c o n c e s s io n a l  t rea tm ent  o f  raw 

m a t e r i a l s ,  loan  a s s is ta n c e  out o f  t a x  payments t o  

new u n i t s  and co n c e s s io n a l  r a t e  o f  t a x  on machinery 

f o r  the  in te n d in g  en trepreneurs  . We f e e l  th a t  a 

r a t i o n a l  and e f f e c t i v e  system o f  concess ions  cou ld  be 

b u i l t  on th e  bas is  c f  th e s e  th r e e  p r o v i s i o n s  w i th  

s u i t a b l e  m o d i f i c a t i o n s .

7 . Recommendat ions

7 .7 .1  The proper t a x  t rea tm ent  o f  rev/ m a te r ia l s  

is  an important issue  in th e  sphere or  commodity 

t a x a t i o n .  In s o l v i n g  t h i s  i s su e ,  o v e r a l l  n a t i o n a l  

in te res ts ;  as w e l l  as th e  int e r e s t s  c f  th e  S ta t e  are 

t o  be kept in v i e w .  In so fa r  as i t  is  d : :s i red  t o  

ap p o r t ion  th e  burden o f  commodity t a x a t i o n  among the  

consumers or f i n a l  users  a cco rd ing  tc t h e i r  r e l a t i v e
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a b i l i t i e s  t o  pay# i t  is  p r e f e r a b l e  t o  t a x  the f i n a l  

products r a th e r  than the  inputs or in te rm ed ia te s  

th a t  are  used by manufacturers . from the  economic 

p o in t  o f  v i e w ,  t a x a t i o n  o f  raw m a te r ia l s  leads t o  

cascad ing  un less  proper r e l i e f  is  g i v e n .  A ls o ,  d i f f e r ­

e n t i a l  r a t e s  on d i f f e r e n t  m a te r ia l s  may lead  t o  an 

uneconomic use o f  r e s o u r c e s .  Aga in ,  a s u b s t a n t i a l  

t a x a t i o n  o f  raw m a te r ia l s  induces v e r t i c a l  i n t e g r a ­

t i o n .  Looked at from another an g le ,  such t a x a t i o n  

may be s a id  t o  p la ce  an in t e g r a t e d  u n i t  which i t s e l f  

produces i t s  major raw m a te r ia l s  at an advantage as 

compared t o  a sm al l  manufacturer who has to  buy his 

r equ irem ents  o f  raw m a t e r i a l s  from o th e rs  . On the 

b a s is  o f  th e s e  s e v e r a l  c o n s id e r a t i o n s ,  i t  would seem 

d e s i r a b l e  e i t h e r  t o  exempt raw m a te r ia l s  used by 

manufacturers or t o  g i v e  r e l i e f  t o  manufacturers in 

r e s p e c t  o f  taxes  paid  on raw m a t e r i a l s .  A t h i r d  a l t e r ­

n a t i v e  is  t o  keep a low r a t e  o f  t a x  on in p u t s .

Tax “t rea tm ent  o f  saw m a te r ia l s

7 .7 .2  In d e c id in g  t h i s  ques t ion  in r e l a t i o n  t o  the  

s a l e s  t a x ,  th e  p o s s i b i l i t y  o f  d i v e r s i o n  o f  t r a d e  and 

economic a c t i v i t y  must be Kept in \ iev, . 1 or example,

a h igh  r a t e  o f  t a x  on i n t e r n a l  purchases o f  a raw 

m a t e r i a l  would i n e v i t a b l y  lead  t c  a sw i tch ove r  t o  

o u t s id e  sources o f  su pp ly .  Indeed, any r a t e  o f  t a x  

on raw m a t e r i a l s  h igher  than the  r a t e  o f  C e n t ra l  

S a le s  Tax (CST) would induce such a s w i t c h o v e r .  In 

terms o f  promoting i n d u s t r i a l i s a t i o n  and keeping 

B ih a r ' s  in d u s t r i e s  c o m p e t i t i v e ,  the  p r a c t i c e s  o f  o ther
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S ta t e s  have a l s o  t o  be borne in mind 1 1though i t  must 

be emphasized th a t  th e  b a s i c  dec i s  ions w i l l  have t o  

be taken  on th e  ground o f  p r i n c i p l e s  and not w i th  a 

v iew  t o  in d u lg in g  in c u t - t h r o a t  c o m p e t i t i o n .

7 .7 . 3  The p r o v i s i o n s  f o r  th e  t rea tm en t  o f  raw 

m a t e r i a l s  under the  s a l e s  t a x  in  d i f f e r e n t  major 

S ta te s  a re  in d ic a t e d  in  Annexure V I I . 2, The p r o v i ­

s ions  v a r y  from S ta t e  t o  S t a t e .  But, g e n e r a l l y  

speak ing ,  e i t h e r  producers are a l low ed  t o  buy the  

raw m a t e r i a l s  at a c o n c e s s io n a l  r a t e  v a r y in g  from

1 t o  4 per c en t ,  or t h e r e  is  a c o n d i t i o n a l  or 

u n c o n d i t i o n a l  exemption f o r '  such purchases .  In one 

o f  the  S t a t e s ,  namely G u ja ra t ,  r e l i e f  i s  a lso  

p rov ided  through a " s e t - o f : : "  whereby the producer's 

f i r s t  buy th e  inputs on payment: c f  t a x  but are 

a l low ed  t o  s e t - o f f  such t a x  aga in s t  th a t  payable  on 

t h e i r  o u tp u t .

7 .7 .4  vVe have argued e a r l i e r  th a t  in g e n e ra l  the  

grant: o f  r i g h t  t o  purchase raw m a te r ia l s  f r e e  o f  t a x  

t o  a s e l e c t  few is  not d e s i r - b l e .  Apart  from the  

a d m in i s t r a t i v e  procedures t o  be f o l l o w e d , which p la ce  

an a v o id a b le  burden on th e  a t ; n i  o is  t r  at i o n , the  r i g h t  

i s  a ls o  su b je c t  t o  m isuse.  At th e  s i t e  t im e i t  would 

be b e n e f i c i a l  t o  r e l i e v e  producers o f  raw m a t e r i a l  

t a x a t i o n ,  i f  t h e y  are  pay ing  t a x  on t h e i r  o u tp u t .

But i f  a producer is  not e l i g i b l e  t o  g e t  the  r e l i e f  

( say ,  because th e  commodity is  exempl or i t  is sent 

out o f  th e  S ta t e  on s to c k  t r a n s f e r s )  he should not

have t o  pay more than the  C 3T r a t e  on h is  raw materials ; 

o th e rw is e  i t  would become .. ronomical t o r  him t o  import
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th e  raw m a t e r i a l  from sources  o u ts id e  th e  S t a t e .  The 

procedure we adopt, should a ls o  lead  t o  th e  l e a s t  

h._j?assmont o f  th e  a s s e s s e e s . These o b j e c t i v e s  

would be ach ieved  i f  the  raw mater i a l s  bought by 

producers a re  taxed  at th e  r a t e  equal to  th a t  o f  CST, 

namely, 4 per cen t  and th e y  a re  a l low ed  t o  s e t - o f f  

the  t a x  pa id  on raw m a te r ia l s  a g a in s t  th a t  payable  on 

output . h t  p resen t  manufacturers can buy raw 

m a t e r i a l s  a t  a c o n c e s s io n a l  r a t e  o f  3 per c e n t .  We 

recommend th a t  t h i s  r a t e  be r a i s e d  t o  4 per cent  

which would make i t  equa l  t o  the  r a t e  o f  CST. The 

second recommendation we make in t h i s  r e g a rd  is  th a t  

a p r o v i s i o n  be in troduced  t o  a l l o w  fo r  f u l l  s e t - o f f  

o f  th e  4 per cent  t a x  paid on raw m a te r ia l s  by the  

manufacturer aga in s t  any s a le s  t a x  th a t  he is  r e q u i r e d  

t o  pay on h is  ou tpu t .  The s e t - o f f  would not be 

p o s s ib l e  i f  the  commodity Lhat a manufacturer produces 

is  exempt from t a x  or i f  he moves h is  output on 

s to c k  t r a n s f e r .  In th e se  two cases ,  th e  t a x  on raw 

m a t e r i a l s  would " s t i c k 1, . In a l l  c-thor cases ,  th a t  

is  t o  say ,  in th e  casp o f  a m a jo r i t y  o i  d e a le r s  the  

s e t - o f f  p r o v i s i o n  would amount t o  c o m p le te l y  f r e e i n g  

th e  raw m a te r ia l s  used from t a x a t i o n .  S ince  the  

t a x  on raw m a te r ia l s  v7ould  bo on ly  4 per cent and 

s in c e  th e  r a t e s  on most cc.ur.odit ies are '. per cent 

and h ig h e r ,  f u l l  re fund o f  raw m a t e r i a l  t a x  would 

be ob ta in ed  by  almost a l l  d e a l e r s . The recommenda­

t i o n s  th a t  we have made would in f a c t  mean a more 

l i b e r a l  concess ion  fo r  manufacturers w i th  r e s p e c t  

t o  raw m a t e r i a l s  than what e x i s t s  at p r e s e n t .  

I n e v i t a b l y ,  t h i s  would' mear some f a l l  in revenue in
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th e  sh or t  run; in  th e  long  run, however, a boos t  

would be g i v e n  t o  s a le s  t a x  c o l l e c t i o n s  because the  

measures we are recommending should lead  t o  a g r e a t e r  

d eg ree  o f  c o m p e t i t i v e n es s  f o r  B ih a r ' s  in d u s t r i e s  and 

in c reased  p roduc t ion  o f  raw m a te r ia l s  w i th in  i t s  

b o rd e r s .  The ra is in?-  c f  th e  c o n c e s s io n a l  r a t e  o f  

t a x  fro.a 3 t c  4 per cent  would p a r t i a l l y  o f f - s e t  

even th e  s h o r t - t e rm  lo s s  in re ven ue .

7 .7 .5  The s e t - o f f  procedure should be made t o  work 

in a sem i-autom at ic  manner. The manufacturer would 

f i r s t  c a l c u l a t e  the  t a x  he has t o  pay on h is  output 

and su b t ra c t  from i t  the  t a x  he has paid on th e  raw 

m a t e r i a l  used in producing t h a t  ou tpu t .  He would be 

r e q u i r e d  t o  d e p o s i t  in th e  t r e a s u r y  o n ly  the  net 

amount a f t e r  s u b t r a c t i o n .  S ince  advance payments 

are  made e v e r y  q u a r te r ,  t h i s  procedure in e f f e c t  

would mean th a t  th e  raw m a t e r i a l  t a x  would be 

re funded  t o  the  producer in ins ta lm ents  quarter  by 

q u a r t e r .  At the  t im e o f  th e  q u a r t e r l y  payment the  

producer may o n ly  be able  t c  make a rough e s t  imate 

o f  th e  d e d u c t ib l e  amount o f  raw m a t e r i a l  t.-:x but in 

th e  annual r e tu rn  he would be expected  t o  make an 

accu ra te  e s t im a te  and make the  necessary  adjustments 

in the; f i n a l  payment f o r  th e  year  concerned .

7 .7 .6  As argued in  th e  p rev ious  C h a f e r ,  i t  is 

necessary  t o  have r e d u c t i o n  in  the  nu fiber o f  r a t e s  

a p p l i c a b l e  t o  d i f f e r e n t  commodit ies .  In t h i s  connec­

t i o n  i t  cou ld  be po in ted  out th a t  i f  a p a r t i c u l a r  

commodity (apart  from petro leum products )  i s  m os t ly  

used as a raw m a t e r i a l  by  t a x a b l e  manufacturers ,  i t
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would be s im p le r  t o  keep th e  r a t e  o f  t a x  on i t  at

4 per cent  or l o w e r .  I f  t h i s  were done, manufacturers 

would not be r e q u i r e d  t o  o b ta in  s p e c i a l  c e r t i f i c a t e s  

e n t i t l i n g  them t o  purchase th e  m a t e r i a l  at a conce ­

s s i o n a l  r a t e  and th e  s e l l e r  o f  th e  m a t e r i a l  would 

a ls o  be saved th e  t r o u b l e  o f  m a in ta in ing  a d d i t i o n a l  

documents t o  j u s t i f y  th e  s a l e  o f  th e  products at  a 

c o n c e s s io n a l  r a t e .  Such procedures would be needed 

o n l y  in  th qse  cases where th e  g e n e ra l  r a t e  a p p l i c a b l e  

t o  th e  commodity t o  be used as raw m a t e r i a l  has t o  

be kept h igher  than 4 per c e n t .  The in t r o d u c t i o n  o f  

a 4 per cen t  r a t e  on a number o f  m a t e r ia l s  would 

mean c o n s id e r a b le  sav ing  in documentation and 

a d m in i s t r a t i v e  ch eck in g .

7 .7 .7 I f  a manufacturer does not pay t a x  on h is  

output and i s ,  t h e r e f o r e ,  unable  t o  o b ta in  a s e t ­

o f f  in  r e s p e c t  o f  raw m a t e r i a l  t a x a t i o n ,  th e r e  would 

be some d isadvan tage  t o  him. But, c o r r e s p o n d in g ly ,  

th e  S ta t e  government would be ab le  t o  c o l l e c t  at 

l e a s t  some revenue through the  t a x  on the  raw 

m a t e r i a l .  S ince  the r a t e  o f  th e  l a t t e r  would o n ly  

be 4 per c e n t ,  th e r e  would be no inducement, t o  buy 

th e  m a t e r i a l  from o u t s i d e .  We f e e l  th a t  in cases 

where th e  S ta t e  government is  l o s in g  p o t e n t i a l  

revenue from CST because o f  s to ck  t r a n s f e r s ,  i t  would 

be l e g i t i m a t e  t o  c o l l e c t  a t  l e a s t  the  raw m a te r ia l  

t a x  at 4 per c e n t .  The same argument cou ld  a lso  be 

a p p l i e d  t o  t a x  exempt goods . In any case  th e  e x i s t ­

ing  p o s i t i o n  in  r e ga rd  t o  th ese  two types  o f  cases 

w i l l  not be  changed excep t  f o r  th e  r i s e  in  the  r a t e  

o f  raw m a t e r i a l  t a x  from 3 t o  4 per c e n t .
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7 .7 .8  A problem would a r i s e  under the scheme o f

treatment o f  r w  n-.f c r i a l s  suggested bi us i f  small 

non- integr  at eh units are compet ing with a la rge  un it ,  

■ill o f  them producing fo r  the export market or 

sending t h e i r  goods out o f  the  S ta te  on .-.took t ra n s fe r  

In such a s i tu a t io n  in which the  in teg ra ted  units  may 

be producing i t s  own raw m ater ia ls  rhereas the smaller 

un its  would be buying from o thers ,  the former would 

not pay any raw m ate r ia l  t a x  but the l a t t e r  having 

paid i t  could not obta in  a s e t - o f f .  This would place 

the smaller  units at a d isadvan tage . (The mica 

industry" is a case in po in t }  . To take care o f  such 

cases, the Government should introduce a p rov is ion  

g i v in g  i t  the  power to  grant to  manufacturers in 

s p e c i f i e d  industr ies  the r i g h t  t o  par chase s p e c i f i e d  

raw m ater ia ls  f r e e  o f  t a x  i f  in the judgement o f  the 

Government such an exemption is r equ ired  in order 

t o  remove an un fa ir  advantage in  comp-'c i t  ion between 

d i f  f  er ?: nt un it: s .

7 .7 .9  Once a g e n e r a l i s e d  scheme o f  n e t - o f f  is 

introduced, the  r - o ’ v is ion enabling; newly set-up 

units  t o  buy raw m ater ia ls  f r e e  o f  t a x  could be done 

away w i th  because a l l  o f  them would in e f f e c t  be 

f r e ed  o f  raw m ate r ia l  t a x a t io n .  Vie have recommended 

that  the concess iona l  r a t e  o f  t a x  unrer Sect ion  12 

o f  the Ordinance be r a i s e d  from 3 t o  4 per cen t .

As o f  now, the concessional r a t e  is app l icab le  not 

on ly  t o  manufacturers but a lso  to  Centra l  and State  

government departments, departmental undertakings 

and autonomous c o rp o ra t io n s . We recommend no change 

in th i s  p o s i t i o n .  To be sure, i f  an autonomous
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c o r p o r a t i o n  undertakes manufactur ing a c t i v i t y ,  i t  

would be a u to m a t i c a l l y  e n t i t l e d  t o  make use o f  the  

p r o v i s i o n  f o r  s e t - o f f .

Concessions t o  new u n i ts

7 .7 .10  We have in d ic a t e d  in S e c t io n  6 , th e  reasons 

why we do not favour any exemption from t a x  f o r  th e  

products o f  new in d u s t r i e s ,  even though th e y  may be 

s m a l l - s c a l e  in d u s t r i e s .  We b e l i e v e  th a t  th e  Govern­

ment t o o k  th e  r i g h t  d e c i s i o n  when i t  sw itched  over  

t o  a scheme o f  g ran t  o f  i n t e r e s t - f r e e  l e a n s .  The 

g r a n t in g  o f  th e s e  loans ,  w h i le  s u b s t a n t i a l l y  h e lp in g  

th e  new u n i t s  by  way o f  in c reased  l i q u i d i t y ,  does 

not cut in to  the  e x i s t i n g  l e v e l  o f  r e v en u e .  With 

f a s t e r  i n d u s t r i a l i s a t i o n ,  which we b e l i e v e  would 

r e s u l t  from t h i s  t yp e  o f  a s s i s t a n c e ,  th e  t a x a b le  

base  is  g r a d u a l l y  in creased  and c o r r e s p o n d in g ly

th e  amount o f  p o t e n t i a l  revenue tha t  cou ld  be c o l l e c t e d .  

We recommend th a t  the  scheme o f  g r a n t in g  i n t e r e s t  

f r e e  loans t o  new in d u s t r i e s  be cont inued w i th  c e r t a in  

important m o d i f i c a t i o n s .

7 .7 .1 1  The adm i in is t ra t ive  procedures p r e s c r ib e d  f o r  

th e  o b t a in in g  o f  a loan are  t o o  cumbersome and in v o l v e  

c o n s id e ra b le  d e l a y .  These must be changed. Apart 

from t h i s ,  some s l i g h t  change in  the  p r in c i p l e s  o f  

c a l c u l a t i n g  th e  loan  e n t i t l e m e n ts  is  a l s o  be ing  

su gg es ted .  Our recommendations are  g i v e n  be low :

a) I t  should be s t i p u l a t e d  th a t  the  new 

scheme would go in to  o p e ra t io n  w i th  e f f e c t
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from A p r i l  1, 197 9 and would con t inu e  t o  be 

in  f o r c e  u n t i l  fu r th e r  n o t i c e . Each new 

u n i t  would be e n t i t l e d  t o  g e t  an i n t e r e s t  

f r e e  loan  a cco rd in g  t o  th e  p r i n c i p l e s  

enunc ia ted  be low  f o r  a p e r iod  o f  5 years  

from th e  year  in which i t  comes in to  produc­

t i o n  and becomes l i a b l e  t o  pay t a x .  The 

same p r i v i l e g e  would be extended t o  u n i ts  

t h a t  undertake expans ion  and d i v e r s i f i c a t i o n  

programmes, in  r e s p e c t  o f  th a t  pa r t  o f  

output which emerges from such programmes.

b )  The maximum amount o f  loans t o  which a 

u n i t  w i l l  be e n t i t l e d  should be determined 

as be low :

In d u s t r i e s  in  backward . 7 5 per cen t  o f
areas * investment in

p la n t  and 
machinery

In d u s t r i e s  in  o th e r  . 50 per cen t  o f
areas ‘ investment in

p la n t  and 
machinery

s u b je c t  t o  th e  p r o v i s o ,  however,  th a t  the  

maximum amount o f  loans t o  which a s m a l l -  

s c a l e  in d u s t ry  would be e n t i t l e d  would be 

equ a l  t o  th e  t o t a l  amount o f  investment in 

p la n t  and m ach inery .  Loans would be g i v e n  

e v e r y  year  f o r  a p e r io d  o f  f i v e  years and 

each year  th e  loan  e n t i t l e m e n t  would be 

equa l  t o  th e  a c tu a l  amount o f  t a x  p a i d .
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c )  We understand th a t  a lumpsum budgetary  

p r o v i s i o n  is  made f o r  the  purpose o f  g r a n t ­

ing  i n t e r e s t  f r e e  loans t c  new in d u s t r i e s .  

The new u n i t s  a re  r e q u i r e d ,  in the  f i r s t  

in s tan ce ,  t o  pay th e  t a x  and then  o b ta in  

th e  loans from the  Bihar S ta t e  C r e d i t  and 

Investment C o rp o ra t ion ,  whose o p e ra t io n s  

would be f inanced  out o f  th e  above-mentioned 

bu dge ta ry  p r o v i s i o n .  As we have po in ted  out 

above,  com p l ica ted  a d m in is t r a t i v e  procedures 

have t o  be f o l l o w e d  and even then ,  the loan 

is  ob ta ined  o n ly  a f t e r  a c o n s id e ra b le  d e l a y .  

To r e c t i f y  th e se  shortcom ings,  a t  the  v e r y  

b eg in n in g ,  on an a p p l i c a t i o n  by a new 

in d u s t ry ,  th e  In d u s t r i e s  Department should ,  

a f t e r  proper v e r i f i c a t i o n ,  issue  a c e r t i ­

f i c a t e  o f  approva l  or r e c o g n i t i o n  in d i c a t in g  

t h e r e i n  th e  amount-of f i x e d  investment and 

th e  maximum amount o f  loan  e n t i t l e m e n t .  A 

copy o f  t h i s  should be sent  t o  th e  C r e d i t  

C o rp ora t ion  w h i le  another copy \,ould be 

issued  t o  th e  in d u s t r y .  T h e r e a f t e r ,  the  

in d u s t ry  should be ab le  t o  d e a l  d i r e c t l y  

w i th  the  C o rp o ra t ion  w ithout  hav ing  to  

submit a p p l i c a t i o n s  through th e  In d u s t r ie s  

D epartm ent . So t o  spea ’Jv, an account would 

be opened f o r  th e  in d u s t ry  w i th  th e  Corpo­

r a t i o n  ( ju s t  l i k e  an o v e r d r a f t  account w ith  

a commercia l  b a n k ) . The Commercxal Taxes 

Department may be r e q u i r e d  t o  issue  a 

c e r t i f i c a t e  o f  t a x  paid e v e r y  s i x  months,
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which ccuJd be taken by th e  new in d u s t ry  t o  

th e  C o rp o r a t io n .  I t  should be ensured th a t  

th e  loan  is  san c t ion ed  w i th in  a maximum 

p e r io d  o f  two months from the  d a te  o f  sub­

m is s ion  o f  th e  a p p l i c a t i o n .  In t h i s  way, 

i t  would be ensured th a t  the  in d u s t ry  would 

be ab le  t o  in c rea se  i t s  l i q u i d i t y  p o s i t i o n  

c o n s id e r a b l y  by r o t a t i n g  the  amounts o f  t a x  

re fu n d  and t a x  payment. S ince  th e  t o t a l  

e n t i t l e m e n t  would be determined f o r  any 

a p p l i c a n t  f o r  a g i v e n  investment a t  the  

i n i t i a l  s t a g e ,  in  subsequent s ta g e s  the  

Cor por at  ion  wouId s imply have t o  r e l e a s e  

th e  s u c c e s s iv e  insta lm ents  a f t e r  o b ta in in g  

th e  needed s i g n a tu r e s .

7 .7 .1 2  We have recommended th a t  t h e r e  should be a 

s e t - o f f  f o r  raw m a t e r i a l  t a x  pa id  a g a in s t  th e  t a x  

payab le  on o u t p u t . New u n i t s  would a ls o  be t a k in g  

advantage o f  th e  p r o v i s i o n  f o r  s e t - o f f .  When th ey  

do so ,  th e y  would be paying in to  th e  t r e a s u r y  o n ly  

th e  d i f f e r e n c e  between th e  t a x  on t h e i r  output and 

th e  amount o f  t a x  s e t - o f f  c la im ed .  C o r resp on d ing ly ,  

t h e i r  loan  e n t i t l e m e n t  would be l i m i t e d  t o  th e  a c tu a l  

amount o f  t a x  p a id .

Tax  t rea tm en t  o f  p lan t  and machinery

7 .7 .13  On p lan t  and machinery in g e n e r a l ,  th e r e  is  a 

f i r s t  p o in t  l e v y  at  8 per c e n t .  However, in tend in g  

m anufacturers ,  d u ly  approved by and r e g i s t e r e d  w i th
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th e  In d u s t r i e s  and T e c h n ic a l  Education Departments 

a re  e n t i t l e d  t o  buy machinery at a c o n c e s s io n a l  r a t e  

o f  4 per c e n t . As f a r  as we can understand th e  law, 

e x i s t i n g  manufacturers are  not e n t i t l e ,  t o  th is  

concess ion  i f  th e y  buy machinery f o r  expanding t h e i r  

output or  f o r  modern is ing  t h e i r  e x i s t i n g  p la n t s .

I t  does not seem r a t i o n a l  t o  p rov id e  c o n c e s s io n a l  

t rea tm ent  in t h i s  r e g a rd  o n ly  i f  a new I inn is  s e t  

up. Prom the  economic po in t  o f  v iew ,  expansion  b r ings  

in  th e  same kind o f  b e n e f i t s  as th e  es tab l ishm ent  

o f  a new f a c t o r y .  I f  i t  is  accepted  th a t  machinery 

f o r  s e t t i n g  up new f a c t o r i e s  as w e l l  as f o r  expanding 

or modern is ing  e x i s t i n g  ones should be t r e a t e d  on 

par,  i t  would f o l l o w  th a t  the  c o n c ess io n a l  r a t e  

should app ly  t o  bo th  c a t e g o r i e s .  We understand th a t  

government departments and autonomous c o rp o ra t io n s  

are  a l s o  e n t i t l e d  t o  buy machinery f t  th e  same conce ­

s s i o n a l  r a t e .  Th is  be ing  so, th e r e  would be no po in t  

in keeping a g e n e r a l  r a t e  o f  f  per cen t ,  because most 

o f  th e  purchasers cf machinery would be buying at  the  

c o n c e s s io n a l  r a t e .  I t  i s ,  t h e r e f o r e ,  recommended th a t  

th e  g e n e r a l  r a t e  on p lan t  and machinery (as d e f in e d  in  

th e  Ord inance)  be f i x e d  at 4 per c e n t .  Any manufacturer 

would then  buy machinery at t h i s  r a t e  w ithout  o b ta in in g  

s p e c i a l  p e rm iss ion .  Th is  s t e p  would g e t  r i d  o f  a l l  th e  

a d m in i s t r a t i v e  procedures which en trepreneurs  now 

have t o  f u l f i l  b e f o r e  o b t a in in g  the  r i g h t  t o  buy 

machinery at  the  s o - c a l l e d  c o n c ess io n a l  r a t e .
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si.
No. Name of industry Period

Conditions and 
restrictions 

subject to which 
exemption has 

been allowed

(1) (2) (3) (4)

1 . Pig iron plants

2. Alloy and Tool 
stool plants

3. Petro Manganese 
plants

4. Ferrous pipes 
and tubes

5. Steel Wire Ropes
6. Siructurals

7. Medium /Li ght Machines 
and tools. -

8. Power driven Agri­
cultural Machinery

9. Aluminium Integrated 
Plants ^

10. Cotton Textiles

11. Jute Mills

12. Sugar Mills

13. Woolen Textiles

14. Synthetic Fibres

1 5. Tanning and Foot­
wear for export

16. P ap er and P ap er 
Board

17. Matches

18. Plywood 9 chip 
Board and hard 
Board

The exemption shall 
be allowed for a 
period of five years 
from the date the 
industry starts its 
production

If the selling 
produces before the 
assessing autho­
rity in respect of 
each such sale a 
true declaration 
in writing in 
Form ‘F 1 thereto 
annexed) obtained 
from the owner 
purchasing the goods 
in question are 
actually required 
by him (purchaser) 
directly
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(1) (2 ) (3) U )

19. Cement Factories Tor the purpose of 
n anuf ac ture oi

20. Glass goods for sale and
21. Refractori es are specified in 

his certificate in
22. Motor Scooters Form '3' (hereto

23. Ball and Roller an r. ex ed) as b eing
Bearings so required by him0

24. Compressors

25. Sewing Machines 
for export

2 6. Electric fans for 
export

27. Electric cables and 
wires

28. Abrasives and Grind­
ing wheels
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TREATMENT 01 INPUTS UNDER SALES TAX IN DU PERENT
STATES

Both from a S t a t e ' s  own po in t  o f  v iew  and 

from the  n a t i o n a l  po in t  o f  v iew ,  i t  i s  necessary  th a t  

s a l e s  t a x a t i o n  be not a l low ed  t o  impinge h e a v i l y  on 

raw m a t e r i a l s  used f o r  p r o c e s s in g  w i th in  th e  S t a t e .

An exam inat ion  o f  th e  t rea tm en t  o f  raw m a te r ia l s  

in  o the r  S ta t e s  shows th a t  s e v e r a l  o f  them grant  

exemption or  c o n c e s s io n a l  t r e a tm e n t .  Raw m a te r ia l s  

bought by  manufacturers are  exempt in  Punjab, Haryana, 

Himachal Pradesh, Jammu and Kashmir and G u ja ra t .  In 

G u ja ra t ,  th e  manufacturer has th e  o p t i o n  e i t h e r  t o  

buy raw m a t e r i a l s  and consumable s t o r e s  w ithout  

payment o f  t a x  or t o  c la im  s e t - o f f  f o r  t a x  paid 

on raw m a t e r i a l s  a ga in s t  th a t  payable  on manufactured 

goods .  (These concess ions  are a v a i l a b l e  o n ly  fo r  

goods th a t  are  not " p r o h ib i t e d  i tems" under S e c t i o n  

2(12) o f  th e  Sa les  Tax Act o f  th e  S t a t e )  . In Haryana, 

Himachal Pradesh and Punjab exemption is  g ran ted  when 

the  raw m a t e r i a l s  are  used in the  manufacture o f  

t a x a b l e  goods s o ld  w i th in  th e  S t a t e .  In  D e lh i  exemp­

t i o n  is  g ran ted  to  raw m a t e r i a l s  even when f i n a l  

goods are expo r ted  o u ts id e  the  cou n try .

A number o f  o th e r  S ta t e s  p rov id e  f o r  conce ­

s s i o n a l  t r e a tm e n t .  The nature o f  concess ions  v a r i e s  

from S ta t e  t o  S t a t e .  Maharashtra p rov id es  f o r  s e t ­

Annexure V I I . 2
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o f f  in  r e s p e c t  o f  th e  t a x  paid on goods t o  be used 

in  th e  manufacture c f  o th e r  commodit ies ;  but the  

s e t - o f f  is  g iv en  o n ly  a ga in s t  t a x  payable  on the  

goods manufactured. The concess ion  is  withdrawn 

i f  th e  raw m a t e r i a l  is  used f o r  the  manufacture o f  

exempted goods or i f  the  manufactured goods- are not 

s o ld  w i th in  th e  S ta t e  (an in t e r - S t a t e  s a l e  is  taken  

t o  be a s a l e  w i th in  the  S t a t e s ) .  Andhra Pradesh 

ta x es  raw m a te r ia l s  at th e  con c ess io n a l  r a t e  o f  4 

per c en t ,  Bihar and Tam i l  Nadu at 3 per c en t ,  

Karnataka and Madhya Pradesh at 2 per cent  and Kera la  

and Ra jas than  at 1 per c e n t .  The c o n c e s s io n a l  

t rea tm en t  in Bihar is  a v a i l a b l e  even i f  th e  raw 

m a t e r i a l  i s  used t o  manufacture exempted goods 

whereas in Tamil  Nadu, Karnataka and K era la  the  

c o n c e s s io n a l  r a t e s  are  r e s t r i c t e d  t o  the  manufacture 

o f  s i n g l e - p o i n t  goods s o ld  w i th in  the  S t a t e .  Tamil  

Nadu and Madhya Pradesh grant  th e  concess ion  

uncondit  i o n a l l y .
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V I I I .  .OP ER AT IONS 01 S^LES TAX U  BIHAR

8 .0 .1  Phe proper adm in  i s  t r  a t  i c  n o f  th e  s a l e s  t a x  

r e q u i r e s  a w e l l - t r a i n e d  and .i v e  1 1 -equ ippcd  s t a f f  

as w e l l  as a sound in fo rm a t ion  system. Ov/ing t o  th e  

weakness on the  s t a f f  f r o n t  arid an almost t o t a l  la ck  

o f  an in fo rm a t ion  system, the  o p e ra t io n s  o f  s a l e s  

t a x  in th e  S ta t e  are  f a r  be low  the  optimum and t a x  

de l in qu en cy  is  o f  a s u b s t a n t i a l  m agn i tude . Th is  is  

e v id e n t  from the  f a c t  t h a t  th e  Department g e ts  as 

much as 98 per cent  o f  th e  s a l e s  t a x  revenue  from 

admitted t a x  o n ly  and a v e r y  sm al l  f r a c t i o n  from 

the  enhanced demand ar is  ing  from assessments done 

by th e  Depar tm ent . In t h i s  Chapter we s h a l l  

examine d i f f e r e n t  aspec ts  o f  th e  .operat ions o f  s a le s  

t a x  w ith  a v iew  t o  improving bo th  a d m in is t ra t io n  

and com pl iance .

1 • R e g i s t r a t i o n  o f  D ea le rs

8 . 1 . 1  The g e n e r a l  exemption l e v e l  fo r  r e g i s t r a t i o n  

under th e  s a l e s  t a x  in  Bihar is  an annual tu rnover  ' 

o f  Rs .50,000 . However, t h e r e  are  th ree  excep t ions  

t o  t h i s  r u l e .  I i r s t ,  a l l  manufacturers in the 
S ta te  i r r e s p e c t i v e  o f  th e  s i z e  o f  turnover ere 

r e q u i r e d  t o  be r e g i s t e r e d .  Second, fo r  d e a le r s  

t r a d in g  in  1 1  s p e c i f i e d  commodit ies (g iven in 

Annexure V I I I . l )  th e  exemption l e v e l  is R s .20 ,000 .  

T h i rd ,  a l l  those  who e f f e c t  i n t e r - S t a t e  s a l e s  .are 

a lso  r e q u i r e d  t o  r e g i s t e r  them se lves  i r r e s p e c t i v e  o f
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th e  s i z e  o f  t h e i r  tu r n o v e r .

8 . 1 . 2  Under th e  e x i s t i n g  law in r e l a t i o n  t o  r e g i s ­

t r a t i o n ,  t h e r e  are  40,96 3 d e a l e r s  r e g i s t e r e d  under 

the  Bihar Sa les  Tax (BST) A c t ,  and 27,317 under the  

C e n t ra l  Sa le s  Tax (CST) Act as on March 31, 1977 .

As a d e a l e r  might be r e g i s t e r e d  under bo th  th e  BST

and CST A c ts ,  we could perhaps p lace  th e  t o t a l  number
1 /

o f  r e g i s t r a t i o n s  in the  S ta t e  around 45,000—7 .

The t rends  in the  number o f  r e g i s t r a t i o n s  under th e  

d i f f e r e n t  Ac ts  dur ing  th e  p e r iod  1971-7 2 t o  1976-77 

are  in d i c a t e d  in Tab le  V I I I . 1 . I t  is  seen th a t  

r e g i s t r a t i o n s  under BST increased  du r ing  t h i s  

f i v e - y e a r  p e r iod  o n ly  by  about 7,700, i . e . ,  from 

33, 209 t o  40,963. Th is  o rder  o f  in c rease  works out 

t o  s l i g h t l y  l e s s  than 5 per c e n t .  R e g i s t r a t i o n s  under 

the  CST Act in creased ,  however, by  n e a r l y  7 per cent 

per annum. In a S ta te  so l a r g e  as Cihar s a l e s  t a x  

r e g i s t r a t i o n s  o i  the o rder  o f  45,000 would seem t o  

be unduly low;- b es id es  the  number o? r  eg is  t r  at JLo.ns 
i s  grow ing v e r y  s l o w ly .  These f i g u r e s  lead  one t o  

b e l i e v e  not o n ly  tha t  many d ea le r s  who ought t o  

have r e g i s t e r e d  themse lves  are  escap ing the  t a x  net ,  

but a lso  t h a t  no e f f e c t i v e  s teps  are b e ing  taken t o  

r ope  in th e  d e l in q u e n t s .

8 .1 .3  The c l a s s i f i c a t i o n  o f  r e g i s t e r e d  d e a l e r s  

a cco rd in g  t o  s i z e  o f  tu rn ove r  presented  in T ab le  I V . 3

1/ A l l  th e  r e g i s t e r e d  d e a l e r s  are  o f  course  not 
a c t i v e  d e a l e r s .  As in d ic a t e d  in Chapter IV, 
the  number o f  a c t i v e  d e a l e r s  would seem t o  be 
around 30, 000 .
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TABLE V I I I . 1 

Trends in  S a le s  Tax R e g i s t r a t i o n s

Year Bihar
s a le s
t a x

S a le s  t a x  
on motor 
spirit

C e n tra l
s a le s
t a x

TOTAL

1971-72 33/209 713 20,012. 53,934
(61 .57 ) (1 .32 ) (37 .10 )

197 2-7 3 32,116 702 20.494 53,312
(60 .24 ) (1 .31 ) (38 .44 )

197 3-74 32, 271 67 9 20.939 53,889
(59 .88 ) (1 .25 ) (38 .85)

1974-75 33,701 680 22,356 56,737
(59 .39 ) (1 .1 9 ) (39 .40 )

1975-76 39, 353 nil 26,076 65,429
(60 .14 ) (39 .85 )

1976-77 40,963 nil 27,317 68, 280
(59 .99 ) (40 .00 )

Growth
r a t e : 4.98 6.93 5.41
Per cent 
per annum

N o t e s :

1. Figures within parentheses denote 
percentages of total of the year

2. With effect from 1st July, 1974, 
M.Si'T merged with B.S.T.

Sources Government of 
of Bihar Annual 
■̂.clrni ni .qt r at ly e 
Reports of the 
Commercial Taxes 
department, 
ratna (v a r io u s
ve: :)
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brought out th a t  37 per cen t  o f  the  d e a l e r s  had 

tu rnove r  l e s s  than Rs .50/000 . T h e i r  c o n t r ib u t i o n  

t o  t a x  y i e l d  was o n ly  between 1  and 3 per c e n t .

(Tab le  I V . 4) . One o f  th e  reasons f o r  the  l a r g e  

c o n c e n t r a t i o n  o f  d e a l e r s  in  the  low tu rn ove r  group 

is  the  ' n i l '  exemption l i m i t  f o r  the  m anufacturers .  

Th is  p r o v i s i o n ,  i t  is  c la im ed ,  enables th e  D ep a r t ­

ment t o  g e t  in fo rm a t ion  about th e  po in ts  o f  o r i g i n  

o f  t r a n s a c t i o n s  in the  economy and t o  main ta in  c o n t r o l  

ove r  a l l  goods manufactured in  th e  S t a t e .  As aga in s t  

th e se  advantages ,  i t  is  t o  be remembered th a t  the  

r e g i s t r a t i o n  o f  v e r y  sm a l l  manufacturers leads t o  

unnecessary  work f o r  th e  Department. In any case ,  

such r e g i s t r a t i o n  is  in con seq u en t ia l  from the  po in t  

o f  v iew  o f  re v en u e .  Th is  is  c o r r ob o ra ted  from the 

da ta  p resen ted  in T ab le  V I I I . 2. I t  is  seen th a t  

28 per cent  o f  the  manufacturers f a l l  in  the  tu r n ­

o v e r  group o f  Rs .0 t o  50,000, who pay o n ly  0.06 per 

cen t  o f  th e  s a l e s  t a x  revenue  ( in c lu d in g  th e  CST) 

t o  th e  S t a t e .  Moreover ,  an a n a ly s is  o f  s im i l a r  

p r o v i s i o n s  in  the  o ther  S ta t e s ,  g i v e n  in Annexure 

V I I I . 2, r e v e a l s  Li.at most o f  them do not have ' n i l '  

exemption l i m i t  f o r  manu fac turers .  Wo th in k  th a t  

o n ly  o n ly  e con om ica l ly  v i a b l e  u n i ts  should be brought 

under th e  t a x  n e t . As such, we recommend th a t  in 

Bihar th e  exemption l e v e l  f o r  manufacturers be f i x e d  

at a tu rn ove r  o f  Rs.20 ,000 . With a v iew  t o  p e rm i t ­

t i n g  manufacturers t o  a v a i l  th e m s e lv e s .or  any f a c i l i t y  

g ran ted  t o  a r e g i s t e r e d  d e a l e r ,  th e  

however,  p ro v id e  f o r  v o lu n ta r y  r e g i s t r a t i o n .
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TABLE V I I I .  2

C l a s s i f i c a t i o n  o f  M anufacturer by  Grades o f  Turnover and Tax

(1976-77)

(R s . Lakh)

Gross Turnover Group 
(R s . )

50 ,00 ,001  and above

TOTAL

No . o f  d e a le r s  G .T .0 .  Tax

0 -  50,000 558
(28 .38 )

50,001 -  1 ,00 ,000  274
(13 .94 )

1.00.001 -  5 ,00,000 582
(29 .60 )

5 .0 0 .001  -  10,00,000 177
(9 .0 0 )

10.00.001 -  25,00,000 178
(9 .0 5 )

25.00.001 -  50 ,00,000 87
(4 .4 3 )

110
(5.60)

1966
(100.00)

130.74 6.36
(0 .0 6 )

238.23 6.76
(0 .0 6 )

1351.80 47.79
(0 .4 3 )

1289.56 33.76
(0.30)

2732.19 54.12
(0 .4 8 )

3125.02 100.12
(0 .8 9 )

53123.79 979.34
(8 .7 4 )

61991.34 1228.26

Note : F ig u r e s  w i th in  paren theses  
d en o te  t a x  revenue from . 
m anufacturer as per cen t 
o f  t o t a l  s a le s  t a x  revenue 
( in c lu d in g  C .S .T . )  o f  th e  
S ta t e  in  th e  y e a r .

Source : Data c o l l e c t e d  
by th e  study 
team from th e  
v a r io u s  c i r c l e s
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8 .1 .4  another Important r eason  c o n t r ib u t in g  t o  the

l a r g e  c o n c e n t r a t io n  o f  d e a l e r s  in the  low tu rnover  

group is  th e  p r o v i s i o n  o f  a lower exemption l e v e l  

in  r e s p e c t  o f  d e a le r s  in  "schedu led  goods"  at 

Rs .20,000 o n l y .  Th is  p r o v i s i o n  be ing  o f  r e c en t  

o r i g i n  ( i . e . ,  e f f e c t i v e  from January 1 , 1977), no 

es t im a te  o f  i t s  e f f e c t  on the  number ox r e g i s t r a t i o n s  

cou ld  be a ttempted,  but i t  is  c l e a r  th a t  i t  tends 

t o  in c rea se  th e  number o f  sm al l  d e a le r s  . We doubt 

th e  u t i l i t y  o f  keep ing a low exemption l e v e l  in 

r e s p e c t  o f  th ese  11 goods .  By m ere ly  low er in g  the  

exemption l e v e l ,  one cannot hope t o  a ch ieve  much by 

way o f  cu rb ing  e v a s io n .  Given the  p resen t  l e v e l  o f  

p r i c e s ,  th e  exemption l e v e l  o f  Rs .20,000 is  q u i t e  

low .  D ea le r s  w i th  a tu rn ove r  in  th a t  range  can be 

deemed t o  be sm al l  and i t  must be one o f  our o b j e c ­

t i v e s  t o  save them from p o s s ib l e  harassment. More­

o v e r ,  th e  typ e s  o f  goods inc luded  in th e  schedule  

a re  not such as are  l i k e l y  t o  r each  the  sm al l  d e a le r s  

w ithou t  pass ing through the  hands o f  t a x r i r l e  d e a l e r s .

The o n ly  p o s s i b i l i t y  f o r  th e  sm al l  d e a l e r s  t o  g e t  

th e s e  goods w ithout paying t a x  would be t o  ret them 

from o u t s id e  sources c l a n d e s t i n e l y  on paying CST at 

10 per cent  . I f  th e r e  is  ev id ence  th a t  th e s e  d e v ic e s  

are  b e in g  r e s o r t e d  t o  on a s i g n i f i c a n t  s c a l e ,  then 

th e  remedy i s  t o  f i x  a f a i r l y  low exemption l e v e l  f o r  

importers  o f  s p e c i f i e d  goods; th e r e  is  c l e a r l y  no 

j u s t i f i c a t i o n  f o r  app ly ing  t h i s  exemption l e v e l  t o  

a l l  d e a l e r s  in such goods .  V.Te, t h e r e f o r e ,  recommend 

th a t  t h i s  p r o v i s i o n  f o r  th e  lower exemption l e v e l  o f  

Rs.20 ,000 f o r  s p e c i a l  goods be a b o l i s h e d .  The p r o v i s i o n
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f o r  v o lu n ta r y  r e g i s t r a t i o n  which we have recommended 

e a r l i e r  would enable  th ose  d e a l e r s  who w ish  t o  g e t  

the  b e n e f i t s  o f  r e g i s t r a t i o n  such as buying a C-Forrn 

t o  do s o .

8 . 1 . 5  The procedures l a i d  down f o r  r e g i s t r a t i o n  

are  an important aspect  o f  th e  a d m in is t r a t io n  o f  

th e  f a x .  As o f  today ,  i t  i s  r e q u i r e d  that*" the  d e a l e r  

should submit an a p p l i c a t i o n  in  th e  p r e s c r ib e d  form 

a long  w i th  th e  p r e s c r ib e d  f e e .  The t a x  a u t h o r i t i e s  

then  ta k e  s teps  t o  v e r i f y  the  c r e d e n t i a l s  o f  th e  

a p p l i c a n t .  When s a t i s f i e d ,  a r e g i s t r a t i o n  c e r t i f i c a t e  

is  i s su ed .  In t h i s  process  d e la y  occurs o n ly  in  

case o f  prima f a c i e  doubts about the  c r e d e n t i a l s  o f  

a d e a l e r  . In g e n e r a l ,  t h e r e  is  no d e l a y  in  the  issue 

o f  t h e  r e g i s t r a t i o n  c e r t i f i c a t e .  B e s id es ,  th e r e  

i s  a p r o v i s i o n  in  th e  r u l e s  r e q u i r i n g  th e  o f f i c e r s  

t o  issue  th e  r e g i s t r a t i o n  c e r t i f i c a t e  w i th in  a p e r iod  

not exceed ing  30 days o f  t h e  submission o f  a p p l i c a ­

t i o n ,  f a i l i n g  which th e  d e a l e r  is  deemed t o  be 

r e g i s t e r e d  under the  normal law .  Th is  p r o v i s i o n  

has been ins t rum en ta l  in e l im in a t in g  d e l a y  in  th e  

issue  o f  r e g i s t r a t i o n  c e r t i f i c a t e s .  We have r e c e i v e d  

no com pla in ts  in  t h i s  r e g a r d  and recommend no change 

in  th e  e x i s t i n g  p rocedures .

2. Submission o f  Returns

8 . 2 . 1  R e g i s t e r e d  d e a l e r s  in  g e n e r a l  a re  r e q u i r e d  t o  

submit q u - i r t e r l y  r e tu rn s  and t o  pay adm it ted  t a x  on 

a q u a r t e r l y  b a s is  a long  w i th  th e  r e t u r n s .  However,
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d e a l e r s  whose t a x  l i a b i l i t y  is  Rs .2, 500 or more per 

month are" r e q u i r e d  t o  pay t a x  on a monthly bas is  a long  

w i th  a monthly r e t u r n .  The admitted t a x  i s ,  however, 

pa id  a cco rd in g  t o  s e l f - a s s e s s m e n t .  The requ irements  

o f  monthly and q u a r t e r l y  advance payments are  des igned  

t o  ensure th a t  t h e r e  is  an even f l o w  o f  r e sou rc e s  in to  

th e  t r e a s u r i e s  throughout th e  year  and th a t  whatever 

t a x  is  c o l l e c t e d  is  paid promptly  t o  th e  Government.

We r e c o g n i s e  th e  n e c e s s i t y  f o r  such p r o v i s i o n s .

However, one needs a lso  t o  cons ide r  th e  d i f f i c u l t i e s  

l i k e l y '  t o  be caused t o  th e  d ea le r s  and the  ways t o  

minimise such d i f f i c u l t i e s .  With a v i e w  t o  a c h ie v in g  

t h i s  o b j e c t i v e ,  we would li>ce t o  recommend th r e e  changes 

in th e  e x i s t i n g  p r o v i s i o n s .  I ' i r s t ,  we would suggest  

th a t  monthly r e tu rn s  and payment o f  advance taxes  

should be r e q u i r e d  o f  o n ly  th ose  d e a l e r s  whose t a x  

l i a b i l i t y  per month is  R s .5 ,000  or more. Second, the  

monthly r e tu r n  should be a s imple  statement c o n ta in in g  

th e  r e g i s t r a t i o n  number o f  th e  d e a l e r ,  the  name and 

address o f  th e  d e a l e r  and th e  amount o f  t a x  p a id .

T h i rd ,  f o r  th e  conven ience  o f  th e  deale.ro, a combined 

Challan-cum Return  I orm should be adopted in p lace  

o f  th e  p resen t  s ep a ra te  q u a r t e r l y  r e tu r n  form and 

c h a l la n  in  q u a d ru p l i c a t e .  A combined form o f  t h i s  

kind has been in troduced  in Maharashtra, a copy o f  

which i s  g i v e n  in Annexure V I I I . 3. In the  combined 

form, t h e r e  are two co p ie s  o f  th e  c h a l l a n  d i v i d e d  by a 

p e r f o r a t e d  l i n e  and at th e  bottom o f  th e  r e tu r n  th e r e  

is  p la ce  f o r  the  t r e a s u r y  t o  make an e n t r y  r e g a r d in g  

payment o f  t a x  quot ing  th e  ch a l lan  number. A l l  th a t  

th e  assessee  has t o  do is  t o  take  th e  combined form
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t o  t h e  t r e a s u r y ,  make th e  payment and r e c e i v e  the  

r e tu r n  and one copy o f  th e  c h a l la n  d u ly  endorsed .

He can keep one copy o f  th e  c h a l la n  h im s e l f  and submit 

th e  r e c e i p t e d  r e tu r n  form t o  th e  Commercial Taxes 

Department.  Th is  procedure  i s  much s im p le r  than what 

th e  assessee  is  c a l l e d  upon t o  do now on th e  b a s is  

o f  s ep a ra te  ch a l lan s  in  fou r  c o p i e s .

8 .2 . 2  In  a d d i t i o n  t o  th e  q u a r t e r l y  r e tu r n ,  the  annual 

r e tu r n  is  r e q u i r e d  t o  be submitted a t  th e  end o f  

th e  f i n a n c i a l  y e a r .  The annual r e tu r n  is  an e s s e n t i a l  

requ irem ent  and should be r e t a i n e d .  I t  g i v e s  i n f o r ­

mation on g ross  tu rn o v e r ,  t a x a b l e  tu rn ove r  and 

break-down o f  t a x  l i a b i l i t y  a cco rd in g  t o  r a t e  c a t e ­

g o r i e s .  From the  year  1976-77, in fo rm a t ion  on gross  

tu rn o v e r ,  t a x a b l e  tu rn ove r  and t a x  pa id  in  r e s p e c t  

o f  99 commodity groups is  a l s o  r e q u i r e d  t o  be submitted 

b y  d e a l e r s  hav ing  tu rn ove r  o f  R s . l  lakh and above.

The p resen t  p o s i t i o n ,  t h e r e f o r e ,  i s  t h a t  d e a l e r s  hav ing  

an annual tu rn ove r  o f  R s . l  lakh and above,  w i l l  be 

subm it t in g  d i s a g g r e g a t e d  in fo rm a t ion  on commodit ies 

grouped a cco rd in g  t o  r a t e  c a t e g o r i e s  as w e l l  as 

in fo rm a t ion  in  r e s p e c t  o f  tu rnove r  and t a x  paid 

s e p a r a t e l y  f o r  99 commodit ies ,  whereas, th ose  hav ing  

a tu rn ove r  o f  l e s s  than 1  lakh would be subm it t in g  

in fo rm a t ion  o n ly  a cco rd in g  t o  r a t e  c a t e g o r i e s .  We 

f e e l  th a t  in fo rm a t ion  on tu rn ove r  and t a x  payable  

acco rd ing  t o  r a t e  c a t e g o r i e s  is  o f  l i t t l e  use f o r  

purposes o f  e i t h e r  a n a ly s i s  or  p o l i c y  fo rm u la t i o n .

The requ irem en t  t o  supp ly  in fo rm a t ion  acco rd in g  t o  

r a t e  c a t e g o r i e s  may be d is c on t in u ed  in  r e s p e c t  o f
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a l l  d e a l e r s .  D ea le rs  hav ing  a tu rnover  o f  R s . l  lakh 

and above may be asked t o  cont inue  the  supp ly  o f  

in fo rm a t ion  in  r e s p e c t  o f  99 commodity groups as 

th e y  do now; o th e rs  may be asked t o  supp ly  i n f o r ­

mation in  r e s p e c t  o f  tw en ty  groups as in d i c a t e d  in 

Annexure V I I I . 4. Th is  group ing  has been done keep ing  

in v i e w  the  requ irem ents  o f  economic a n a ly s i s  fo r  

understand ing  th e  p a t t e rn  o f  y i e l d  o f  s a l e s  t a x  in 

th e  S t a t e s .  The commodity-wise in fo rm a t ion  on the  

l i n e s  sugges ted  above should be su pp l ied  by the  d e a l e r s  

in r e s p e c t  o f  bo th  BST and CST. The annual r e tu r n  

may be r e v i s e d  ao as t o  ensure compliance w i th  our 

s u g g e s t i o n s .

3 . Tax  Assessment

8 .3 .1  Assessment procedures is  the  most important 

part  o f  o p e r a t i o n s .  I t  is  dur ing  assessment th a t  the  

a ssessee  comes in to  c l o s e  con ta c t  w i th  th e  t a x  

a d m in i s t r a t i o n .  Procedures should be s im p le r  and 

e f f i c i e n t  w h i l e  not l e a d in g  t o  d e la y  and harassment . 

More s p e c i f i c a l l y ,  we may s t i p u l a t e  the  f o l l o w in g  

obj e c t  i v e s :

a) max im isat ion  o f  c o l l e c t i o n  o f  revenue 
under th e  e x i s t i n g  laws through prompt 
a c t i o n  and e f f e c t i v e  check ing  o f  
e vas ion ;

b )  m in im isa t ion  o f  harassment, p a r t i c u l a r l y  
o f  the  sm al l  d e a l e r s ;

c )  redu c ing  th e  r e a l  and money c o s t  o f  
compliance;
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d) reduc ing  o p p o r tu n i t i e s  f o r  co r ru p t io n  
ana c o l l u s i o n ;  and

e )  c u t t in g  down do la y s  and p reven t in g  the  
accumulat ion o f  a r r e a r s .

The s teps  we a re  recommending a re  des igned  t o  h e lp  

th e  Department t o  a ch ie ve  th e se  o b j e c t i v e s .

8 .3 . 2  I t  is  t o  be remembered th a t  th e  va lu a b le  t ime 

o f  th e  s c a r c e ,  s k i l l e d  manpower a v a i l a b l e  t o  t h e  

Department should not be d i s s i p a t e d .  We know th a t  

more than 70 per cent  o f  revenue is  contr ibutes ,  by 

l a r g e  d e a l e r s  whose tu rn ove r  exceeds R s . 25 lakh .  

A t t e n t i o n  should be con c en t ra ted  on l a r g e  d e a le r s  

whose r e tu rn s  and accounts should be checked i n d i v i ­

d u a l l y .  The re tu rns  o f  sm al l  d e a l e r s  should "be checked 

o n ly  on a sample b a s i s .  The t im e  thus saved should

be u t i l i s e d  f o r  per fo rm ing  taska which are  supposed 

t o  be done, but are not b e in g  done tod ay ,  f o r  more 

e f f e c t i v e l y  check ing  e v a s io n .

8 .3 .3  The present  p r a c t i c e  is  t c  c a l l  a l l  the  

d e a l e r s  l i a b l e  t o  pay t a x  t c  th e  s a le s  t a x  o f f i c e .

They are  asked t o  b r in g  t h e i r  books o f  accounts and 

a l l  o th e r  necessary  documents. When th e  d e a l e r  

appears b e f o r e  th e  super in tenden t  o f  t a x e s ,  the  l a t t e r  

makes, or a t  l e a s t  is  supposed t o  make, a d e t a i l e d  

v e r i f i c a t i o n  o f  a l l  th e  d e c l a r a t i o n  forms, c la im s ,  

purchase vouchers ,  e t c .  An important pa r t  o f  a s s e s s ­

ment is  th e  check ing  o f  accounts . Deta i led ,  check ing  

o f  accounts and v e r i f i c a t i o n  o f  c la im s ,  e t c .  o f  a l l  

th e  d e a l e r s  would taks up t o o  much o f  t im e  w i th  th e
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r e su l t ,  t h a t  not enough o f  i t  would be l e f t  f o r  o ther  

important work. One has t c  r e c o g n i z e  t n s t  the  work 

o f  v e r i f i c a t i o n  and check ing  cannot be done p e r f e c t l y  

f o r  e v e r y  r e g i s t e r e d  d e a l e r .  I t  is  e s s e n t i a l  t o  

adopt d i f f e r e n t  procedures w i th  r e s p e c t  t o  sm al l  and 

l a r g e  d e a l e r s .  In the  c o n tex t  o f  B ihar ,  d e a le r s  

w i th  tu rn ov e r  l e s s  than R s . l  lakh may be c l a s s i f i e d  

as sm al l  d e a l e r s .

8 .3 . 4  In r e g a rd  t o  th e  t rea tm en t  o f  sm a l l  d e a l e r s ,  

one o f  th e  su gges t ions  made t o  us was t o  p ro v id e  f o r  

compounding o f  t a x  l i a b i l i t y  f o r  such d e a l e r s .  As 

in  some o th e r  s t a t e s ,  in Bihar a l s o  th e r e  e r e  ru l e s  

which a l l o w  a R e g i s t e r e d  d e a l e r  t o  opt f o r  pay ing a 

lumpsum t a x  u n t i l  he a t t a in s  a p a r t i c u l a r  h igher  

l e v e l  o f  tu rn ove r  than the  exemption l e v e l .  However, 

we do not f e e l  th a t  compounding is  the  b e s t  or the  

t i g h t  way t o  h e lp  th e  sm a l l  d e a l e r s .  I f  a d e a l e r  

c o l l e c t s  th e  t a x  from th e  consumers, he should pay 

th e  amount in f u l l  t o  th e  Government. But when the  

p r o v i s i o n  o f  compounding i s  a ccep ted ,  th e  d e a le r  

c o l l e c t s  th e  t a x  but pays o n ly  an approximate amount 

o f  th e  c o l l e c t i o n ,  i . e . ,  he pays e i t h e r  more or l e s s  

than what he a c t u a l l y  c o l l e c t s  . Th is  cannot be 

accep ted  as be ing  a good p r i n c i p l e .

8 .3 .5  The g e n e r a l  exemption l e v e l  has a l r e a d y  been 

r a i s e d  t o  Rs ,50 ,000. I t  can be fu r th e r  r a i s e d  t o  

Rs.75 ,000  a f t e r  3 y e a r s ,  hav ing observed  the  working 

o f  th e  new system. With the  in c rease  in the  exemption 

l e v e l ,  r e a l l y  sm al l  d e a l e r s  w i l l  be l e f t  out except
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f o r  manufacturers . We th in k  th a t  th e  b e s t  way t o

avo id  harassment co  sm al l  d e a l e r s  and t o  keep t h e i r

c o s t  o f  compliance low would be t o  adopt a system

o i  s e l f - a s s e s s m e n t  f o r  a i l  suer d e a l e r s ;  th a t  is  t o
, i ./

say ,  in r e s p e c t  o f  a l l  sm a l l  d e a l e r s ^ , the  Department 

would accep t  the  s e l f - a s s e s s m e n t  by  the  d e a le r  as 

c o r r e c t .  A l l  th a t  needs t o  be done then is  t o  v e r i f y  

th a t  th e  t o t a l  t a x  paid dur ing  th e  four qu ar te rs  is  

in accordance w i th  th e  t o t a l  t a x a b l e  tu rn ove r  g i v e n  

in  th e  annual r e t u r n .  A f t e r  such v e r i f i c a t i o n ,  a 

communication would be sen t  t o  th e  d e a l e r  concerned 

s t a t i n g  t h a t  payment o f  t a x  has been r e c e i v e d  in  f u l l  

a cco rd ing  t o  s e l f - a s s e s s m e n t „ No sm al l  d e a l e r  would 

be c a l l e d  t o  th e  o f f i c e  o f  a ssess ing  o f f i c e r ,  or asked 

t o  produce documents un less  he happens t o  f a l l  in to  

th e  sample f o r  checking in  a p a r t i c u l a r  y e a r .  There  

would a l s o  be no fo rm al  a s s e s rment o rder  .

3 .3 .6  Under th e  Bihar l e g i s l a t i o n ,  t h e r e  does e x i s t  

a p r o v i s i o n  f o r  a scheme o f  s e l f - a s s e s s m e n t  by smal l  

d e a l e r s .  But t o - d a t e  th e  p r o v i s i o n  is  not b e in g  

e f f e c t i v e l y  u t i l i s e d  because (a) th e  1959 Act has been 

exc luded from th e  purv iew  o f  th e  scheme and (b) th e  

scheme has not been p r o p e r l y  exp la in ed  t c  th e  assessees  

and even t o  th e  -O f f i c e r s  in th e  f i e l d .  We are  recomm­

ending a s e l f - c o n t a i n e d  scheme in  p la c e  o f  the  e x i s t i n g

2 /  I f  t h e  exemption l e v e l  i s  r a i s e d  t o  Rs .75,000, 
d e a l e r s  hav ing  annual tu rn ove r  upto R s . l , 25,000 
cou ld  be c l a s s i f i e d  as sm al l  d e a l e r s .
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8 .3 .7  In o rde r  t c  d is c ou ra g e  attempts at e va s io n  by 

th e  sm a l l  d e a l e r s ,  through i n s t i l l i n g  in  c.ieii: minds 

awareness o f  p o s s i b i l i t y  o f  checK by a s s e s s in g  autho­

r i t i e s ,  t h e r e  should be a one per cent random sample 

check o f  th e  accounts o f  sm a l l  d e a le r s  e v e r y  y e a r .

D ea le rs  f a l l i n g  in the  sample should be c a l l e d  t o  the  

o f f i c e  o f  the  a ssess ing  a u t h o r i t y  and t h e i r  accounts 

should be checked as th o ro u gh ly  as those  o f  th e  b i g  

d e a l e r s .  I t  i s  im portan t ,  f o r  m in im is ing chances o f  

harassment and v i c t i m i s a t i o n ,  th a t  the  sample should

be chosen by  an independent a u th o r i t y  and not th e  c i r c l e  

or  d i v i s i o n a l  o f f i c e s .  The Computer Centre  i t s e l f  cou ld  

make th e  s e l e c t i o n  and send the  sample t o  the  Headquarters ;  

u n t i l  c om p u te r isa t ion  is  in troduced ,  the  s e l e c t i o n  

should be made by th e  A d d i t i o n a l  Commissioner at th e  

Headquarters .

8 .3 .8  The l a r g e  d e a l e r s '  accounts have t o  be checked,, 

T h e i r  o th e r  documents such as s to ck  r e g i s t e r s ,  purchase 

vouchers ,  d e c l a r a t i o n  forms, e t c . ,  a l s o  have t o  be 

v e r i f i e d  t o  th e  e x t e n t  n ece s s a ry .  Hence tn ese  d e a l e r s  

or t h e i r  r e s p r e s e n t a t i v e s  have t o  be summoned t o  appear 

b e f o r e  th e  a s s e s s in g  o f f i c e r .  Some o f  t:u se d e a le r s  

w i l l  have no t a x a b l e  sa le s  or a r e l a t i v e l y  sm al l  amount 

o f  such s a l e s ;  the  r e s t  o f  th e  s a le s  vou la  be s a le s

o f  e i t h e r  exempted goods or t a x - p a id  goods . Other 

d e a l e r s  w i l l  have l a r g e  t a x a b l e  s a l e s .  The f i r s t  

qu es t ion  i s  whether t h e r e  should be any d i f f e r e n c e  in

p r o v i s i o n ,  d e t a i l s  o f  which a re  g iv e n  in  Annexure V I I I . 5.
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th e  i n t e n s i t y  o f  check ing  th e  accounts o f  th e  two kinds 

c f  d e a l e r s .  The second important q u es t ion  i s  how t o  

minimise inconven ience  t o  l a r g e  d e a l e r s  and t o  ensure 

th a t  w h i l e  th e  i n t e r e s t s  o f  revenue are  not a l low ed  

t o  su f f e r ' ,  t h e r e  w i l l  be no harassment o r  pressures  

t o  g rea se  th e  palms o f  o f f i c i a l s .

8 .3 . 9  R ega rd in g  th e  f i r s t  q u es t ion ,  as we have i n ­

d i c a t e d  e ls ew h ere ,  as o f  now, t h e r e  is  o n l y  cu rs o ry  

check ing  o f  th e  accounts and d e c l a r a t i o n s  o f  non- 

t a x a b l e  d e a l e r s  and o f  th o s e  w i th  l a r g e  non - taxab le  

s a l e s .  We ag ree  th a t  t o o  much t im e  should not be spent 

on th e  assessment o f  th o se  d e a l e r s ,  but c u rs o r y  check ing  

may be e q u iv a l e n t  t o  no check ing  at a l l .  We recommend 

th a t  the  assessment o f  th e s e  d e a l e r s ,  in  g e n e r a l ,

be done e x p e d i t i o u s l y  a f t e r  check ing  c e r t a i n  major 

documents and c la ims such as purchase vouchers and 

IX C Forms/ but th a t  a more thorough assessment should 

be done f o r  a sample o f  d e a l e r s  on th e  b a s i s  of^ d e t a i l e d  

ch eck in g .  T ^ «  c 1 ■̂-+- ion o f  th e  sample f o r  each c i r c l e  

should be done by th e  d i v i s i o n a l  o f f i c e  concerned 

vear  .

8 .3 .1 0  The procedure we have sugges ted  above would 

e x p e d i t e  t h e  assessment o f  a l a r g e  number o f  cases and 

reduce  in conven ience  t o  th e  a s s e s s e e s . I t  i s  e q u a l l y  

important t o  ensure th a t  wherever assessments have t o  

be made in  th e  o f f i c e  o f  th e -Su p er in ten d en t  or  th e  

A s s i s t a n t  Commissioner,  th e  assessees  are  t r e a t e d  w i th  

c o n s id e r a t i o n  and courtesy  and th a t  t h e i r  t im e  is
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t r e a t e d  as o f  va lu e  t o  them se lves  and t o  s o c i e t y .  Each 

c i r c l e  o f f i c e  should have a t tached  t o  i t  a lounge where 

th e  assessees  can c o m fo r ta b ly  s i t  and w a i t  t h e i r  tu rn ,  

l u r t h e r ,  th e  case  o f  th e  assessee  should be taken up 

on the  v e r y  day he i s  c a l l e d  t o  appear.  In e x c e p t i o n a l  

c ircum stances ,  i t  may be taken  up on the  next working 

day .  Once taken  up, th e  assessment o f  the  case  should 

be c a r r i e d  out as e x p e d i t i o u s l y  as p o s s i b l e ,  Each 

asses s ing  o f f i c e r  should m a in ta in  a d i a r y  in d i c a t in g  

th e  da tes  on which d i f f e r e n t  assessees  had t o  appear 

and th e  number o f  days taken t o  complete  each assessm ent . 

T h is  book should be checked from t im e t o  t im e  by the  

j o i n t  Commissioner o f  th e  D i v i s i o n .

8 .3 .1 1  Another important problem r e l a t e s  t o  the  de lays  

in  t a k in g  up and com p le t in g  assessments.  As e v id en t  

from Jables V I I I . 3-4, th e  in c rease  in the  number o f  

assessments e ve r  th e  years  has not been commensurate 

w i th  the  in c rea se  in th e  number o f  r e g i s t r a t i o n s .  Con­

s equ en t ly ,  t h e r e  has been an in c rease  in  the a rrea rs  

o f  assessment e v e r  th e  y e a r s .  There  were 13,787 BST 

cases pending on March 31, 1,97 2; t h e i r  number increased  

t o  23,846 by March 31, 1976. S i m i l a r l y ,  pendency o f  

th e  CST cases increased  from 7,8 28 in 1971-7 2 t o  12,468 

in 1975-76-^ In Ranch i,  d i v i s i o n  a lone ,  th e r e  were 

4500 a r r ea rs  o f  assessments a t  th e  end o f  1977-78 under 

BST, w h i l e  in  197 3-7 4 t h e r e  were 3209. The r a t e  o f

3/ The f i g u r e s  in d i c a t e  an abnormal in c rea se  in  the  
number o f  assessments o f  motor s p i r i t  t a x  and a 
d e c l i n e  in  th e  number o f  cases pending in the  year 
1975-76. Th is  is  a p u re ly  s t a t i s t i c a l  phenomenon caused 
by  th e  merger o f  t h i s  t a x  w i th  th e  BST w i th  e f f e c t  
from 1st J u ly ,  1974. Hence, we have not analysed 
th e  t rends  in  th e  assessment o f  th e  motor s p i r i t  t a x .
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TABLE* VIII. 3

Year Bihar sales 
tax

Cen ral sales 
tax

Motor
spirit
tax

TOTAL

1 972-73 18,83*+ 10,376 if 19 29,629

1973 - 7*+ 19,380 10,903 36^ 31,097

1 9 7 ^ 7 5 17,989 9,086 k-19 27,b$k

1975-76 28,577 1 ,171 Mf ,322

Source: Same as for Table VIII.1
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t a b : ^  7 i i

Trends in Cases Pending u nder Sales Taxes 

(as on March .31 o f the yetr'

Cases pending under

Year Bi’iar sales Central sales Motor TOTAL
•■ax ta

1971-72 1 5,7^7 7 5
1 9 7 2 - 7 3 1 !;-,1 9̂ 63

1973-7r 19,269 9 ;

197*+-7^ 22,663 1 2 ,

19/5-76 23 58^6 1 2 .

sp i n e
u ctX

828 k)7 2^ ?112

626 666 2 !,506

2.1 2 8<j7 29,288

069 867 35?599

*-:-6c ■ - 6C% 36,918

jd utcB’ S arfi 1 ^ ■ j for Table \l 111 -1 *
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in c rea se  o f  a r r e a r s  o f  as,.;e-jsment and th , j : r  l e v e l  now 

q i v e  us an id ea  o f  the  magnitude o f  the  problem th a t  

th e  Department is  f a c i n g . I t  is  obvious tha t  something 

urgent  and d r a s t i c  has t o  be done t o  reduce a r r ea rs  

t o  a r e a s o n a b le  pro port  ion o f  annual assessments.

8 .3 .1 2  The d e l a y  in  assessment r e s u l t s  p a r t l y  from 

th e  f a c t  th a t  th e  in c rease  in th e  number o f  a sses s in g  

a u t h o r i t i e s  has not been commensurate v ' i th  the in c rea se  

in  th e  number o f  r e g i s t e r e d  d e a l e r s ,  and p a r t l y  from 

th e  n on -ex is t en c e  o f  my l e g a l  b in d in g  on th e  Department 

t o  complete  th e  assessment o f  a d e a l e r  w i th in  a sp e ­

c i f i e d  p e r i o d .  Thus, t h e o r e t i c a l l y ,  an assessment 

can be made many years  a f t e r  the  r e tu r n  is  subm itted .  

Such a s t a t e  o f  a f f a i r s  r e q u i r e s  the  d e a l e r s  t o  

m a in ta in  th e  r e co rd s  p e r t a in in g  t o  s e v e r a l  y ea rs ,  

which th e y  may be r e q u i r e d  t c  produce at the  t ime o f  

assessment f o r  any o f  th e se  y e a r s .  Var ious  t ra d e  

o r g a n is a t i o n s  have r e p r e s e n te d  a g a in s t  th e  in o r d in a te  

d e la ys  in assessment, which are  not in f r e q u e n t ,  and 

aga ins t  th e  la ck  o f  a l e g a l l y  imposed t i m e - l i m i t  

w i th in  which th e  assessment r e l a t i n g  t c  a g i v e n  year  

should be com p le ted .  There  i s  o b v i o u s l y  substance 

in  t h e i r  c o m p la in t . Under th e  Income Tex  Act a t im e ­

l i m i t  o f  fou r  years  was i n i t i a l l y  p r e s c r ib ed  f o r  

com p le t in g  an assessment. T h is  l i i r . i t  vc.. subsequent ly  

reduced t o  two y e a r s .  Such a t i m e - l i m i t  is  p rov id ed  

f o r  a l s o  under the  Sa les  Tax Acts 01 s e v e r a l  o the r  

S t a t e s . We recommend th a t  an amendedment be in troduced 

t o  th e  e f f e c t  th a t  assessment shoulc be completed



-  154 -

w i th in  fou r  yea rs  a f t e r  th e  submission o f  th e  r e l e v a n t  

r e tu r n  and th a t  in case the  a s s e s s in g  a u th o r i t y  f a i l s  

t o  issue  th e  assessment o rder  w i th in  th e  s p e c i f i e d  

p e r i o d ,  t h e  s e l f - a s s e s s m e n t  by  th e  d e a l e r  would be 

deemed t o  be th e  c o r r e c t  assessment and he would be 

con s id e red  t o  have d ischa rged  h is  t a x  l i a b i l i t y  f u l l y  

i f  payment had been made in  accordance w ith  th e  s e l f ­

assessment.  Second, th e  a s s e s s in g  o f f i c e r  should be 

r e q u i r e d  t o  r e p o r t  e v e r y  year  t o  the  d i v i s i o n a l  head 

t h e  number o f  assessment cases  pending w i th  him over  

two y e a r s .

8 .3 .1 3  We have sugges ted  e a r l i e r  th a t  no assessment 

o rde r  need be passed in  r e s p e c t  o f  sm a l l  d e a l e r s  coming 

under th e  se l f -assessm ent,  scheme and th a t  in t h e i r  cases 

o n l y  r o u t in e  l e t t e r s  might be ren t  t o  th e  e f f e c t  th a t  

t a x  had been r e c e i v e d  accord ina  t o  s e l f - a s s e s s m e n t . ." ■$ ^
In th e  case  o f  l a r g e  d e a l e r s ,  assessment o rde rs  would 

be issued  as at  p r e s e n t . These o rders  and o rde rs  f o r  

th e  im p os i t io n  o f  p en a l t y  should be g e t  typed  anc sen t  

to th e  d e a l e r s .  We have been t o l d  th a t  hand w r i t t e n  

copies o f  o rde rs  as new su p p l ie d  are  at t i n e s  i l l e g i b l e .  

We,therefore, recommed th a t  every assess in g  
o f f i c e r  should be g i v e n  a c o n f i d e n t i a l  personne l  a s s i s ­

t a n t -cum- s t e  no g r  a pher . Th is  a s s i s t a n t  should be r e q u i r e d  

to t yp e  th e  assessment o rder  .

4 .  Payment o f  Tax

8 .4 ,1 -  The t a x  is  pa id  a long  w i th  th e  submission o f  

t h e  r e t u r n .  Payment can be made e i t h e r  through the  

t r e a s u r y  o r  by  means o f  -a cheque t o  be a t tached  t o  the



-  155-

r e t u r n .  Payment o f  money t o  th e  t r e a s u r y  r e q u i r e s  the  

f i l l i n g  in o f  th e  c h a l l a n  form in q u a d ru p l i c a t e .  When 

th e  ch a l la n  is  g i v e n  t o  the  t r e a s u r y ,  i t  r e tu rn s  th e  

3rd  and 4t h  c o p ie s  d u ly  endorsed f o r  payment. The 

' o r i g i n a l '  c o p ie s  are  sent  t o  th e  r e s p e c t i v e  c i r c l e  

o f f i c e s ,  w h i l e  th e  d u p l i c a t e  c o p ie s  a re  r e t a i n e d  by 

t h e  t r e a s u r y .  The d e a l e r  submits th e  copy marked 'q u a ­

d r u p l i c a t e *  a long  w i th  th e  r e tu r n  t c  th e  a s s e s s in g  

author i t y .

8 . 4 . 2  Though payment by  means o f  cheques is  p rov id ed  

f o r  in th e  A c t ,  i t  i s  r a th e r  an e x c ep t io n  than th e  r u l e .  

The Department does not encourage i t . Payment by  cheque 

i s  accep ted  i f  t h e  t a x  l i a b i l i t y  is  more than Rs .500,  

and b es id e s  th e  a s s e s s in g  a u t h o r i t y  has t o  be s a t i s f i e d  

about adequate funds b e in g  mainta ined in  th e  bank account 

o f  th e  a s s e s s e e .

8 .4 . 3  The payment procedure new in vogue is  an o u t ­

da ted  and t ime-consuming one .  I t  needs t o  be r a t i o n a l i s e d .  

The Departm ent 's  a t t i t u d e  tow£Xds payment by  means o f  

cheques should be changed even i f  acceptance o f  cheques 

in c reases  work. The most important c o n s id e r a t i o n

should be t h e  conven ience  o f  th e  deale:-  who i s  making 

an advance payment a long  with th e  r e tu r n .  I t  i s  bo th  

u n fa i r  and c o u n te r -p ro d u c t i v o  t c  s h i f t  the  e n t i r e  burden 

on t o  th e  shou lders  o f  th e  t a x  payers who now have t o  

spend a c o n s id e r a b le  amount j f  t im e  ju s t  t o  pay the  t a x  

amount. Moreover ,  we f e e l  th a t  th e  f e a r  o f  cheques b e in g  

d ishonoured is  somewhat e x a g g e r a t e d . We recommend th a t  

payment by  cheque or  by  d r a f t  should be a u to m a t i c a l l y  

accep ted  f o r  amounts not l e s s  than Rs .750 .  In  r e s p e c t
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o f  amounts l e s s  than Rs .750 ,  payment by d r a f t  should bs 
a c c e p te d ,

8 . 4 . 4  As r e ga rd s  payment o f  t a x  in  cash, we have heard 

compla in ts  th a t  g i v e n  th e  ou t -d a ted  procedures f o l l o w e d  

by  th e  t r e a s u r y ,  assessees  a re  put t o  c o n s id e ra b le  

d i f f i c u l t y  and have t o  waste t im e  when th e y  go t o  make 

a d e p o s i t  in  th e  t r e a s u r y .  We f e e l  th a t  th e  a ssessee  

should be g i v e n  th e  o p t i o n  in  th e  long  run t o  pay t a x  

money through th e  t r e a s u r y  or through the  branches o f  

any o f  the  n a t i o n a l i s e d  banks. We recommend t h a t ,  t o  

b e g in  w i th ,  payment through a l l  branches o f  th e  S ta te  

Bank o f  Ind ia  and i t s  s u b s id i a r i e s  be p e r m i t t e d .

5 . Evas ion  o f  Tax

8 .5 .1  Whi le  no r e l i a b l e  e s t im a tes  o f  the  magnitude 

o f  avo idance and evas ion  o f  s a l e s  t a x  are  a v a i l a b l e ,  

t h e  impress ion  one ga th ers  is  th a t  th e se  are p r a c t i s e d  

on a l a r g e  s c a l e .  Th is  is  c o r ra b o ra t e d  by th e  r e s u l t s  

o f  t h e  commodity - f l o w  surveys f o r  po ta to  and automobi le  

p a r ts  conducted by  th e  study team o f  the  I n s t i t u t e  

(append ix  V I I I . 6 ) .  The surveys  have r e v e a l e d  th a t  in  

th e  case  o f  au tom obi le  p a r ts ,  t a x  e vas ion  is  upto the  

e x t e n t  o f  50 per cent  o f  p o t e n t i a l  re venue .  l o r  po ta ­

t o e s ,  t h e  co n c lu s ion  i s  s t i l l  more s t a r t l i n g :  e vas ion  

cou ld  be  t o  th e  e x t e n t  o f  80 per cent  o f  p o t e n t i a l  r e ven ue .  

The o th e r  important i n d i c a t i o n  o f  evas ion  o f  t a x  is  

th e  number o f  r e g i s t e r e d  d e a l e r s  in  th e  S t a t e .  I t  is  

r e a l l y  not b e l i e v a b l e  t h a t  d e a l e r s  hav ing g ross  tu rnove r
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o f  Rs .50 ,000 and above and manufacturers w i th  tu rn ove r  

l e s s  than  th a t  amount in th e  S t a t e  are  not more than

45,000.

8 .5 .2  Tax  e va s io n  takes  on many forms and m a n i f e s ­

t a t i o n s .  The methods g e n e r a l l y  employed by  th e  d e a l e r s  

a re  ( i )  m an ipu la t ion  o f  accounts f o r  u n d e r - r e p o r t in g  

product ions or s a l e s ,  ( i i )  u n d e r - in v o i c in g  o f  imports ,  

( i i i )  s e l l i n g  o f  goods at  a premium but r e c o r d in g  th e  

t r a n s a c t i o n s  a t  c o n t r o l  p r i c e s ,  ( i v )  c a r r y in g  on b u s i ­

ness w ithou t  a r e g i s t r a t i o n  c e r t i f i c a t e  and (v )  misuse 

o f  ' C 1 forms in  i n t e r - S t a t e  t r a d e .

8 .5 .3  Apart  from th e se  common d e v i c e s ,  the  methods o f  

e va s io n ,  and th e  means o f  check ing  i t ,  are  d i f f e r e n t

as between th e  f i r s t  and th e  l a s t - p o i n t  l e v i e s .  As 

r e g a rd s  th e  fo rm er ,  s in c e  B ihar i s  a net im porter  o f  

a w ide -range  o f  producer and consumer goods, one impor­

t a n t  way in  which th e  t a x  i s  evaded i s  through th e  

import o f  goods w ithou t  th e  knowledge o f  the  s a l e s  t a x  

a u t h o r i t i e s  and s e l l i n g  them c l a n d e s t i n e l y ,  w ithout  

r e c o r d in g  t r a n s a c t i o n s  or through u n r e g i s t e r e d  d e a l e r s ,  

l o r  t h i s  purpose, goods are booked through th e  r a i lw a y s  

on a s e l f - c o n s  ignment b a s i s , - ^  When th e y  a r r i v e  a t  one 

o f  th e  s t a t i o n s  in  the  S ta t e ,  d e l i v e r y  is  taken  w ithout  

any in fo rm a t ion  r e a c h in g  th e  s a l e s  t a x  a u t h o r i t i e s .  

A l t e r n a t i v e l y ,  goods are  brought  by  t ru cks  from o ther  

S ta t e s ,  and i t  i s  c la im ed  th a t  th e  c a r r i e r s  would be 

o n l y  in  t r a n s i t  through  B ihar ,  a t'own in  a ne ighbour ing

1/ Sometimes the  goods are  brought  in  p e r s o n a l l y .
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S ta t e  o r a town in  Nepal b e in g  shown as the  f i n a l  d e s ­

t i n a t i o n  in  th e  documents c a r r i e d .  A c tu a l ly ,  however, 

th e  goods w i l l  be d e l i v e r e d  t o  some d e a le r  in  th e  S ta te  

who would s e l l  them " o f f  the  r e c o r d "  or would in  tu rn  

c la im  th a t  th e  goods have borne t a x  at an e a r l i e r  s t a g e .

8 .5 .4  As s ta t e d  in  Chapter IV , e f f e c t i v e  check ing  o f  

th e  e va s io n  o f  th e  f i r s t - p o i n t  t a x  r e q u ir e s  a c t io n  on 

two f r o n t s .  F i r s t ,  th e r e  would have t o  be e f f i c i e n t  

ways o f  m o n ito r in g  th e  f l o w  o f  goods in to  th e  S ta t e  

through  th e  main a r t e r i e s  o f  in t e r - S t a t e  t r a d e ;  and 

second, ways must be d e v is e d  t o  v e r i f y  th e  c la im s  o f  

va r io u s  d e a le r s  t o  the  e f f e c t  th a t  th e  goods th e y  have 

s o ld  were su b je c te d  t o  t a x  at the  f i r s t - p o i n t .  Check­

posts  have been con s id e red  t o  be one o f  the  means o f  

k eep in g  t r a c x  o f  the  movement o f  t a x a b le  goods in to  th e  

S ta t e ,  a lthough  one s ch oo l o f  thought holds th e  v iew  

th a t  th e y  s e r v e  no u s e fu l  purposes but th a t ,  on th e  o th er  

hand, th e y  h inder th e  f r e e  f lo w  o f  t r a f f i c  and become

a source  o f  c o r r u p t io n .  For v e r i f i c a t i o n  o f  c la im s 

th a t  th e  goods s o ld  have a lr e a d y  been taxed , a system 

o f  issu e  o f  d e c la r a t io n s  has been d ev e lo p ed .

8 .5 .5  As shown in  th e  en c lo sed  map, th e r e  a re  13 border  

ch eck -p os ts  and nine . other check-posts are located in  the
S ta t e  surrounding important markets or towns. Of th e  

b o rd e r  ch eck -p os ts ,  seven  are  in  th e  p ro x im ity  o f  West 

Benga l border , fo u r  are near th e  bo rder  o f  U .F .  and 

one each on th e  border o f  Nepal and O r is s a .  As fo r  

in t e r n a l  ch eck -p os ts ,  th e r e  a re  fou r check -p os ts  around
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Patna and cne each in  th e  d i s t r i c t  o f  K a t ih a r ,  Dhanbad, 

Hazaribagh , Singhbhum and Purnea . Each ch eck -p os t  

i s  manned by  a s t a f f  o f  fou r A s s is ta n t  Superin tenden ts  

o f  Commercial T axes , fou r  c l e r k s ,  e ig h t  peons and fou r 

armed co n s ta b le s  w ith  an a s s is t a n t  s u b - in s p e c to r .

8 .5 .6  There  i s  c o n s id e ra b le  d is i l lu s io n m e n t  on th e  

p a rt  o f  th e  a d m in is t ra t io n  w ith  th e  o p e ra t io n s  o f  check­

posts  in  B ih a r .  Trade and in d u s try  have v o c i f e r o u s l y  

complained a ga in s t  them. They a re  undoubted ly  a source 

o f  c o r ru p t io n .  A ls o ,  revenue does not seem t o  be g a in in g  

s i g n i f i c a n t l y  th rough  t h e i r  a c t i v i t i e s .  The f a i l u r e  

^ f  th e  ch eck -p os ts  in  re d u c in g  e va s io n  may be a t t r ib u t e d  

^ipart from b r ib e r y  which cannot be e n t i r e l y  e l im in a te d )  

t o ^ f i v e  major cau ses . F i r s t ,  th e  ch eck -p osts  are 

r ^ l y  s t a f f e d .  Second, th e  A s s is ta n t  Commissioner 

J j f  th e  C ir c le ^  in  which a ch eck -p ost  i s  s itu a ted .

R o es  not pay enough a t t e n t io n  t o  i t s  work ing and does 

not pay s u rp r is e  v i s i t s  f r e q u e n t ly  enough. T h ird ,  

t h e r e  are  no m ob ile  squads who cou ld  f o l l o w  c a r r i e r s  

under s u s p ic io n .  Eourth, in  so f a r  as one o f  major 

fu n c t ion s  o f  th e  ch eck -p ost  i s  t o  check imports a ga in s t  

perm its  and fo rw ard  th e  l a t t e r  t o  th e  d i f f e r e n t  c i r c l e  

o f f i c e s ,  th e  u se fu ln ess  o f  th e  ch eck -p osts  is  n u l l i f i e d  

s in c e  th e  perm its  a re  not u t i l i s e d  by  th e  a s s e s s in g  

o f f i c e r s  t o  any s i g n i f i c a n t  e x t e n t .  F in a l l y ,  as fa r  

as in t e r n a l  ch eck -p os ts  are  concerned , th e y  cannot 

r e a l l y  be e f f e c t i v e ,  because th e  t ra n s p o r t  o f  c o n t r a ­

band goods is  o f t e n  s u i t a b ly  d i v e r t e d  a f t e r  th e  e s ta b ­

lishm en t o f  a check -post on an e s ta b l is h e d  r o u t e .
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8 .5 .7  On a c a r e iu l  c o n s id e ra t io n  o f  a l l  a spec ts  

in v o lv e d ,  we recommend th a t  in t e r n a l  ch eck -p osts  should 

be d ism antled, g r a d u a l ly  o ve r  the  next two y e a rs ,  

ex cep t  f o r  th o se  e s ta b l is h e d  in  the  pot ate producing 

a r e a .  S im u ltan eou s ly ,  th e  Department should c o n s t i ­

t u t e  m ob ile  squads equipped w ith  w ir e le s s  communi­

c a t io n  system . A ls o ,  watch u n its  w ith  w ir e le s s  e q u i ­

pment shou ld be e s ta b l is h e d  a long  major ro u te s  t o

keep t r a c k  o f  p a r t i c u la r  t ra c k s  and to  pass on advance 

in fo rm a t ion  t o  m ob ile  squads as w e l l  as watch u n its  

ahead. The u n its  w i l l  h e lp  th e  Department t o  ensure 

th a t  th e  tru cks  th a t  c la im  t o  be in  t r a n s i t  do in  f a c t  

go out o f  S ta te  boundaries  w ithou t un load ing  any part 

o f  th e  goods th e y  c a r r y .  The m ob ile  squads should, 

have no power t o  d e ta in  tru cks  f o r  longer  th a n .h a l f
v* -

an hour or t o  c o l l e c t  any money. T h e ir  o n ly  purpose 

is  t o  check whether proper documents are b e in g  casstflecl.
A

I f  n ot, th e y  shou ld  accompany th e  tru ck  concerned to  

t h e i r  d e s t in a t io n  and b r in g  the  m atter t o  th e  not ic e  

o f  th e  c i r c l e  o f f i c e  concerned .

8 .5 .8  We recommend th a t  a l l  th e  border check -posts  

be r e ta in e d  and th e  s t a f f  a t th e s e  ch eck -posts  be 

s tre n g th en ed .  Each ch eck -p ost should be in  th e  charge 

o f  an o f f i c e r  o f  not le s s  than th e  rank o f  A d d i t io n a l  

S u p er in ten d en t.  Important ch eck -p osts  such as Mohania 

and Chirkunda should be manned by s e n io r  o f f i c e r s  o f  th e  

rank o f  A s s is ta n t  Commissioner supported by A d d i t io n a l  

Superin tenden ts  and A s s is ta n t  S u p er in ten d en ts .

8 .5 .9  The major part o f  th e  u t i l i t y  o f  the  check ­

posts  would be l o s t  i f  th e  perm it system does not work
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p r o p e r ly .  I t  seems c l e a r  th a t  in  a p p ly in g  th e  perm it 

system t o  a l l  im ports , th e  Department has taken  on more 

than i t  can manage. In  f a c t ,  th e  perm it system has 

alm ost c o m p le te ly  broken down. We would u rge  th a t  th e  

perm it system be  co n f in ed  t o  20 or 25 major revenue 

ea rn in g  com m od it ies . .In o th e r  words, advance perm its  

need be ob ta in ed  o n ly  in  r e s p e c t  o f  th e se  20 or 25 c o ­

m m od it ie s .  One copy o f  th e  perm it would be sen t by  th e  

ch eck -p ost  t o  th e  c i r c l e  o f f i c e  as i s  done now and th e  

perm its  so r e c e i v e d  should be im m ed ia te ly  p laced  on 

th e  f i l e s  o f  th e  assessees  concerned by  th e  c i r c l e  

o f f i c e ,  which is  not b e in g  done now because o f  th e  

la r g e  number o f  perm its  r e c e i v e d .

8 .5 .1 0  We have p o in ted  out e a r l i e r  th a t  i t  is  important 

th a t  accounts o f  even th e  n on -tax  pay ing  r e g i s t e r e d  

d e a le r s  shou ld be e f f e c t i v e l y  checked t o  ensure th a t  

th e  t a x  has been pa id  a t th e  e a r l i e r  s t a g e .  We have 

recommended f o r  t h i s  purpose thorough  ch eck in g  on a 

sample b a s i s .  In a d d i t io n ,  the  genu ineness o f  d e c !  a t a t  4-0 n 

forms has t o  b e  v e r i f i e d .  We have ga thered  th e  im press­

ion  th a t  a t p resen t  th e  XX C d e c la r a t i o n  forms are  

s im p ly  b e in g  f i l e d .  In some ca ses ,  th e y  m ight be checked 

a ga in s t  the c la im s  o f  s a le  t a x - p a id  goods, but th e y  are  

not r e g u l a r l y  sen t  t o  th e  c i r c l e s  o f  th e  d e a le r s  who issued 

th e  fo rm s. Nor do th e  o f f i c e r s  o f  th e  c i r c l e s  t a l l y  

th e  forms a g a in s t  the  r e l e v a n t  r e tu rn s  o f  th e  d e a le r s  

concern ed . T h is  should be done r o u t in e l y  a t l e a s t  on 

a sample b a s i s .



-  162 -

8 .5 .1 1  In r e s p e c t  o f  th e  l a s t - p o in t  ta x ,  th e  two most 

im portant methods o f  evad in g  t a x  are ( i )  s h i f t i n g  prem ises 

or changing names and ( i i )  s a le s  t o  bogus r e g i s t e r e d  

d e a l e r s .  I t  i s  common p r a c t i c e  fo r  d e a le rs  t o  s e t  up 

bu s iness  in  a p a r t i c u la r  p la ce  w ithou t r e g i s t e r i n g  them­

s e lv e s ,  t o  c a r r y  on t ra d e  fo r  a few  years  v/ithout pay ing 

t a x ,  even though l e g a l l y  l i a b l e ,  and then t o  d isappear 

w ithou t t r a c e  t o  s e t  up business  e ls e w h e r e » S in ce  th e s e  

a re  u s u a l ly  sm a ll d e a le r s  th e y  do not f in d  i t  d isadvan ­

tageou s  or c o s t l y  t o  move from p la c e  t o  p la c e -  A l t e r n a ­

t i v e l y ,  th e  name o f  th e  business is  changed or o n ly  th e  

name o f  th e  owner is  changed.. When th e  s a le s  t a x  

a u th o r i t y  a r r i v e s  on th e  scene, hav ing  heard o f  some 

p ro sp e r in g  b u s in ess , he is  t o l d  th a t  the new p r o p r ie t o r  

and the  new bus iner.s have no connection whatsoever w ith  

th e  o ld e r  one . The second -nethod o f  invasion r e f e r r e d

t o  above is  the  s t r a ig h t fo rw a rd  one o f  showing s a le s  

t o  n o n -e x is t e n t ,  r e g i s t e r e d  d e a l e r s .  . o:~ t h i s  purpose, 

i t  is  n e c e s s a r y . t o  o b ta in  r e g i s t r a t i o n  c e r t i f i c a t e s  and 

i f  n ecessa ry  d e c la r a t io n  fo rm s. Th is  can be ob ta in ed  

e i t h e r  through  c o l lu s io n  w ith  th e  o f f i c e r s  o f  the  d ep a r ­

tment o r  by showing bogus accounts books, e t c .

8 .5 .1 2  These methods o f  e va s ion  o f  the  l a s t - p o in t  t a x  

can o n ly  be checked through a s y s tem a t ic  su rv ey  o f  

bus iness  in  va r io u s  parts  o f  th e  S ta t e .  In  t h i s  ta s k  

th e  Bureau o f  In v e s t i g a t io n  and I n t e l l i g e n c e  (B I I )  

proposed by us (paras 9 .5 .7 -1 0 ) and th e  r e o rg a n is e d  

PAW have t o  p la y  a c r u c ia l  r o l e .  P e r io d ic  and s u rp r is e
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in s p e c t io n s  by th e  o f f i c e r s  o f  th e  B l i  would h e lp  in  

ch eck in g  th e  genuineness or o th e rw is e  o f  t r a n s a c t io n s .  

Such in s p e c t io n s ,  however, have t o  be coup led  w ith  c ross  

v e r i f i c a t i o n  w ith  th e  accounts o f  o th er  d e a l e r s .  P r e ­

s e n t ly ,  th e  I n t e l l i g e n c e  Branch works on th e  b a s is  o f  

t i p s  or in fo rm a t ion  r e c e iv e d  from o u ts id e  s o u rc e s .  

S t r i c t l y  speak ing , t h i s  in fo rm a t io n  should m a in ly  stem 

from cross  checks made by th e  a s s e s s in g  a u th o r i t y  and 

through  th e  in fo rm a t ion  p rov id ed  by  th e  c h e c k -p o s ts .

I t  is  a ls o  p o s s ib le  t o  g e t  some in fo rm a t ion  th rough  co o ­

r d in a t io n  w ith  th e  Income Tax Department and w ith  th e  

S a les  Tax  Departments o f  o th e r  S ta te s  in  rega rd  t o  'C ' 

fo rm . B es id es , th e  surveys  conducted by  th e  PAW would 

a ls o  be in fo r m a t iv e .

8 .5 .1 3  In  r e g a rd  t o  check ing  th e  eva s ion  o f  bo th  the  

f i r s t  and th e  l a s t - p o in t  ta x e s ,  we may r e f e r  t o  th e  

s u gg es t io n  be made in  chapter V I  r e g a rd in g  th e  i n t r o ­

d u c t ion  o f  a d o u b le -p o in t  t a x  on commodities in  r e s p e c t  

o f  which th e r e  is  c o n s id e ra b le  e v a s io n ,  he e a r n e s t ly  

hope th a t  th e  Government would accep t t h i s  recommendation 

and experim ent w ith  a d o u b le -p o in t  system in  r e l a t i o n  

t o  th e  major comm odities we have l i s t e d  as b e in g  s u i t a b le  

f o r  in c lu s io n  in  t h i s  system .

6 . R a t i o n a l i s in g  documentation

8 .6 .1  The major documents which the  assessees  have t o  

o b ta in  from th e  Departments a re  IX C d e c la r a t io n  forms,

IX  d e c la r a t io n  form s, road  perm its  and C fo rm s. We 

have heard s t r o n g  and u n iv e r s a l  com pla in ts  in  re ga rd  t o
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th e  issu e  c l  IX C I orris and road  p e rm its .  As o f  now, 

t a x  c o l l e c t i n g  d e a le r s  are not author .1 sec t o  p r in t  on 

t h e i r  own IX C I orms; th e y  have t o  obt ain them from 

t h e i r  c i r c l e  o f f i c e .  But the  g e n e ra l  com pla in t is  th a t  

adequate s tocks  o f  forms are not a v a i l a b l e  in  c i r c l e  

o f f i c e s  . Even when a v a i l a b l e ,  th ey  are  not issued  in  

q u a n t i t i e s  demanded even t o  e s ta b l is h e d ,  la r g e  f i r m s .

As a r e s u l t ,  s e l l e r s  are unab le t o  issue iX  C forms t o  

purchasing d e a le r s  prom ptly . Sm a ller  d e a le r s  a re ,  t h e r e ­

f o r e ,  put t o  g r e a t  in conven ience  because ( i )  th e y  have 

t o  v i s i t  th e  f irm s  which s o ld  goods t o  them many t im es 

f o r  g e t t i n g  th e  d e c la r a t io n  forms anc ( i i )  t h e i r  re tu rn s  

w i l l  not be com p le te  un less  th e  d e c la r a t io n s  a re  a t ta ch ed . 

We are  g iv e n  t o  understand a ls o  th a t  IX  C forms are  not 

e x p e d i t i o u s ly  issued  when a re q u es t  is  mace. The c o a le r  

i s  asked t o  ren d e r  a f u l l  account o f  the  t s e  o f  d e c l a r ­

a t io n  forms issued  t o  him e a r l i e r  ( in  the  same y ea r )  .

8 .5 .2  Because o f  a l l  th e se  d i f f i c u l t i e s ,  some peop le  

have suggested  th a t  th e  d e a le r s  should be a l fow ed  t o  

p r in t  t h e i r  own d e c la r a t io n  fo rm s. Th is  was the- p r a c t ic e  

e a r l i e r .  R e p re s e n ta t iv e s  Of in d u s t r ie s  in th e  S ta te  

have r a is e d  th e  q u es t ion  whether a t l e a s t  la r g e  e s ta b ­

l i s h e d  f irm s  cou ld  not be a llow ed  t o  p r in t  t h a i r  own 

fo rm s. "We have cons id ered  t h i s  m atter c a r e f u l l y .  ,/e 

have been in formed th a t  th e  Department had in  th e  past 

d e te c te d  misuse o f  d e c la r a t io n  forms even by 'large- 

d e a le r  s . In some o th er  S ta te s  l i k e  Maharashtra to o ,  

th e  Government is  th in k in g  o f  s e c u r i t y - p r in t in g  o f  a l l  

th e  important forms because o f  th e  misuse o f  th e  p r i ­

v i l e g e  o f  s e l f  p r in t in g .  We are  not, t h e r e f o r e ,  recomm­
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end ing  th a t  th e  IX  G l o r n  shou ld he a llow ed  t o  be 

p r in te d  by e s ta b l is h e d  d e a l e r s .  However, we do th in k  

th a t  d e a le r s  are  put t o  g r e a t  in conven ience  by th e  

p resen t system and p r a c t i c e s .  Vie, t h e r e f o r e ,  recommend 

th a t  th e  o b l i g a t i o n  t o  o b ta in  IX  C lorms be done away 

w ith  in  a l l  cases where th e  purchaser is  pay ing th e  

t a x  and th e  cash-memc mentions th e  t a x  paid, and c o l l ­

e c t e d .  In th e s e  ca ses ,  th e  s e l l e r  may be a l low ed  t o  

Issu e  a sh ort  d e c la r a t i o n  in d ic a t in g  th e  natu re  and 

va lu e  o f  goods s o ld ,  th e  name o f  th e  purchaser and th e  

amount o f  t a x  c o l l e c t e d .  Th is  form which can be p r in te d  

p r i v a t e l y  w i l l  be a tta ch ed  t o  th e  re tu rn s  by th e  pur­

c h a s e r .  The a s s e s s in g  o f f i c e r  w i l l  v e r i f y  i t  a ga in s t  

th e  cash memo and p la c e  i t  in th e  a s s e s s e s 's  f i l e  

a f t e r  th e  n ece ss a ry  endorsem ent. T h is  would g r e a t l y  

redu ce  th e  demand f o r  IX C Forms w ith ou t in  any way 

open ing  up .ways o f  e va s ion  c f  t a x .  The procedures o f  

is su e  o f  IX C Forms have t c  be s t r e a m lin e d .  We s h a l l  

c o n s id e r  t h i s  q u es t ion  a long w ith  th e  procedure fo r  

is su e  o f  road perm its  .

8 *6 .3  As re ga rd s  th e  road  permit, i n i t i a l l y  a few  

forms are  issued  t o  th e  d e a l e r .  T h e r e a f t e r ,  he is  

r e q u ir e d  t o  submit accounts showing th e  use o f  the  

road  perm its  a l r e a d y  issued  t o  him. T h is  means th a t  

he has t o  submit a summary sta tem ent o f  h is  s a le s  

and purchases v e r y  f r e q u e n t ly .  T h is  is  tantamount 

t o  th e  assessment o f  h is  t a x  l i a b i l i t y  more than  once 

d u r in g  th e  y e a r .  Th is  se rves  no u s e fu l  purpose. On 

th e  c o n tra ry ,  such freq u en t  v e r i f i c a t i o n s  o f  s a le s
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and purchaser by  th e  Department " r in g s  th e  d e a le r  in to

v e r y  c lo s e  con ta c t  w ith  the  a s s es s in g  a u th o r i t y  which

m ight g i v e  r i s e  t o  c o r ru p t io n  in  th e  Departm ent. I t

has been brought t o  our n o t ic e  by  the r e p r e s e n ta t iv e s

o f  t r a d e  and commerce and has a ls o  been c o r ro b o ra te d

by  rho departm en ta l personnel th a t  th e re  are s i x  s ta ges

in v o lv e d  in  th e  issu e  o f  the  road  perm its . These s ta ges

in c lu de  th e  subm ission o f  a re q u es t  fo r  the  issu e  o f  th e

read r e rm it ,  th e  v e r i f i c a t i o n  o f  past s a le s  and purchases
i

by  th e  a s s e s s in g  a u th o r i t y ,  th e  i^sue o f  'o r d e r '  fo r  

cp an t in g  th e  road  p erm it ,  th e  payment or charges fo r  

th e  road p erm it ,  marking o f  th e  d a te  stamp on th e  road  

perm it ,  and th e  f i n a l  act o f  issu e  o f  the  road  perm it 

o p t h i  peon. A l l  th e se  s ta g e s ,  a l l e g e d l y ,  in v o lv e ,  

b r ib in g  by  th e  d e a le r  o f  th^ department p e rso n n e l .  This 

m ight not be t r u e  in  a l l  cases where such a l l e g a t i o n s  

are  made; n e v e r th e le s s ,  th e  substance o i  th e  com pla in t 

has been co r ro b o ra ted  by th e  departm en ta l personne l 

in  a few  cases .

8 .6 .4  In  c o n s id e r in g  th e  s im p l i f i c a t i o n  o f  procedure 

fo r  th e  issue  o f  road p erm its ,  two c r i t e r i a  shou ld be 

kept in  mind. F i r s t ,  th e  e x te n t  o f  c o n t a c t  between the  

a ssessees  and th e  c i r c l e  o f f i c e  personne l shou ld  be 

red u ced . Second, th e  in fo rm a t io n  sought from th e  assessee  

and th e  cond itJcns  imposed should have the  l im i t e d  

purpose o f  p r e v e n t in g  misuse o f  form s. Keeping th ese  

c r i t e r i a  in  v iew , we make the  f o l l o w in g  recommendations.

A counter shou ld be opened in  th e  o f f i c e  o f  the  a s s e s s in g  

a u th o r i t y .  The assessee  w i l l  make an a p p l i c a t io n  fo r
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road  pen ,;its  ii. : „ v e s c r ib ed  ror-Ti ''.which can be dup­

l i c a t e d  by him) g i v in g ,  besides name, address and 

r e g i s t r a t i o n  number, in formation on th e  t o t a l  va lu e  

o f  h is  s a le s  in  th e  p rev ious  y e a r , th e  va lu e  o f  imports 

in  th e  p rev iou s  year and th e  number r  f  perm its  a lr e a d y  

ob ta in ed  in  th e  cu rren t  y e a r . He w i l l  be then  issued  

a to k en .  In  th e  l i g h t  o f  t h i s  in fo rm a t io n  and a f t e r  

ch eck in g  th a t  he has pa id  adm itted  t a x  in  th e  p rev iou s  

q u a r te r ,  an o rd er  f o r  th e  issu e  o f  a s p e c i f i e d  number 

o f  forms w i l l  be passed by an a s s e s s in g  o f f i c e r  or th e  

P u b l ic  R e la t io n s  O f f i c e r  who shou ld  be a ttach ed  t o  each, 

c i r c l e  o f f i c e .  The perm its  w i l l  be issued  on th e  same 

day t o  th e  person  h o ld in g  th e  tok en .  We recommend th a t  

a s im i la r  procedure  be adopted in  r e s p e c t  o f  IX  C Forms 

and C } orms a l s o .

7 . Trends and System o f  Appeals

8 .7 .1  The d e a le r  has th e  r i g h t  t o  make h is  f i r s t  appea l 

t o  th eD epu ty  Commissioner (A ppea ls ) a ga in s t  an a s s e s s ­

ment o rd er  o r a p e n a l t y  imposed by  an a s s e s s in g  a u th o r i t y .  

B e fo re  a d e a le r  f i l e s  th e  appeal,, he has t o  pay e i t h e r  

th e  adm itted  t a x  o r 20 per cen t o f  th e  assessed  ta x ,  

whichever i s  g r e a t e r  . Th is  as a sound p r in c ip l e  because 

i t  g iv e s  th e  a ssessee  no in c e n t iv e  t o  appea l ju s t  t o  

o b ta in  postponment o f  the payment o f  the  dues. I t  a ls o  

h e lps  keep down t a x  a r r e a r s .  I f ,  however, a la r g e  amount 

o f  t a x  i s  in v o lv e d  in  th e  appea l,  th e  a p p e l la t e  a u th o r i t y  

i s  v e s te d  w ith  d i s c r e t i o n a r y  powers t o  admit th e  appea l 

w ith ou t i n s i s t i n g  on th e  payment o f  th e  e n t i r e  t a x  demand 

o r  th e  p e n a l ty  imposed. T s o le  V I I I . 5 shows an in c r e a s in g  

t r e n d  in  th e  number o f  i n s t i t u t i o n  o f  appeals s in c e
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197 3-7 4* The iso.,; ... __e has been o f  the  order o f  80 per 

c e n t . The r a t i o  o f  in s t i t u t i o n s  o f  a fp e a ls  t o  'the

o f  assessments, however, shows a d e c l in e  from

29.5 per cen t in  197 3-7 4 t o  10.36 per cen t in  1975-76. 

The d e c l in e  cannot be e n t i r e l y  a t t r ib u te d  t o  th e  in ­

creased  e f f i c i e n c y  o f  t a x  assessm ent. For, we note 

th a t  98 per cen t o f  th e  t a x  revenue in  the S ta te  is  

ob ta in ed  from ' adm itted  t a x '  and tha t e f f o r t s  were 

mads by th e  Department t o  in c rea se  the  t a x  l i a b i l i t y  

o n ly  in  2 per cen t o f  c a s e s .

8 .7 .2  The d is p o s a l  o f  appea ls  (Tab le  V I I I . 5) has 

ro u g h ly  doubled d u r in g  the  p e r io d .  Thus, th e  number 

o f  cases pending a t th e  end o f  each year has d e c l in e d .  

T h is  is  t ru e  o f  bo th  th e  E ihar Sa les  Tax and th e  C e n tra l  

S a le s  T ax .  On th e  c o n tra ry ,  th e  da ta  on th e  in s t i t u t i o n ,  

d is p o s a l  and ba lan ce  o f  r e v i s i o n  p e t i t i o n s ,  g iv e n  in  

T a b le s  V I I I . 6 and 7 show th a t  th e r e  have been many 

cases  o f  appea l a ga in s t  th e  d e c is io n  o f  the A p p e l la t e  

Commissioner and tha t such appea ls  are on th e  in c re a s e ;  

as against, th e  in s t i t u t i o n  o f  8S2 r e v i s i o n  p e t i t i o n s  

in  1973-74, 1198 were in s t i t u t e d  in  1976-77 . The 

d is p o s a l  o f  r e v i s i o n  p e t i t i o n s  has not kept pace w ith  

th e  in s t i t u t i o n  o f  such p e t i t i o n s .  -Vs a r e s u l t ,  th e  

number o f  r e v i s i o n  p e t i t i o n s  pending d is p o s a l  has been 

in c r e a s in g  each y e a r ;  As a ga in s t  68 9 r e v i s i o n s  pending 

in  th e  case o f  B ihar S a les  Tax in  197 3-7 4, th e r e  were 

1001 p e t i t i o n s  pending in  1975-76. There is  a need 

on th e  part  o f  th e  r e v i s i o n  a u th o r i t i e s  t o  d isp ose  

o f  th ese  cases as e a r l y  as p o s s ib le .  In  r e s p e c t  o f  

r e v i s i o n  p e t i t i o n s  under th e  CST, however, th e r e  is  

nc in c rea se  in th e  number o f  pending cases .
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Trends in Institution,- Disposal and Balance o-f Appeals Under 
Bihar Sales Tax and Central Sal-.: Tax

Year Number 
cases 
it the 
nning 
year

of 
pending 
begi- 

of the

Number 
cases , 
during 
year

of
added
the

N.ir- ;)er of
cas§s disposed 
ci curing the
year

Number of 

of the year

BST GST BST CST BST CST BST CST

1 9 7 3 -7 ^ 8 ,7 V l 31 o o m
V / ̂ - 50 2 ?8 ^ Vl 8 ,8 3 9 90

1 9 7V-75 8 ,8 3 9 90 98 5 ^ 3 113 7 , 8  VI 75

1 9 7 5 -7 6 7.8V1 n cT( .. . ^}8 ' i  5 1 1 U- 3 ~>7 108 6,999 . 81

S3Ui ca:’ 5 are as for Table I/III.1 .
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Trends in Institution* Disposal and Balance of Revision

Gases under Bihar Sales Tax

Year Number of
pending at 
beginning 
the year

m<D 
(D

to 
x:

<M 
-P'm 

a 
0

Number of cases 
added during 
the year

Number of 
cases dis­
posed of 
during the 
year

Number of 
cases pendr 
ing at the 
end of the 
year

1 973-7*+ 1,^57 892 1 ,660 689

1 97*+-75 689 1 A 5 5 1 ,163 981

1975-76 981 1 ,198 1 / 7 8  1 ,001

Source! 5 e. e as for Table V 11 1.1 .
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TABLE VIII. 7

Trends in Institution, Disposal and. Balance of Revision 

Petitions Under Central Sales Tax

Year Number of cases 
pending at the 
beginning of 
the year

Number of cases 
added during 
the year

Number of 
cases dis­
posed of 
during the 
year

Number of 
cases pen­
ding at the 
end of the 
year

1973-7^ 67 31 38 60

197*4-75 60 39 28 71

1975-76 71 ^3 57 57

S o u r c e ’ Sane as for Table V/111,1 ,
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8 .7 .3  Under th e  e x i s t i n g  law, th e re  is  no t im e - l im i t  

f o r  th e  e x e r c is e  o f  the  power o f  sac mote r e v i s i o n  by  

th e  Commissioner o f  Commercial Taxes on an o rd e r  p r e ­

j u d i c i a l  t o  t a x  re ven u e . Th is  r e q u ir e s  the d e a le r  t o  

m a in ta in  bocks o f  accounts fo r  an in d e f i n i t e  p e r iod  o f  

t im e .  D ea le rs  have a l e g i t im a t e  g r ie va n ce  on t h i s  

account . We f e e l  s t r o n g ly  th a t  some t im e - l im i t  must 

be imposed. Under the  Income Tax  A c t ,  the Commissioner 

can e x e r c i s e  suo moto powers f o r  two years from the  

d a te  o f  the  o rd e rs  sought t o  be r e v i s e d .  We recommend 

th a t  t h i s  power o f  the Commissioner o f  Commercial Taxes 

must be l im i t e d  t o  4 years  a f t e r  the  date  o f  th e  a s s e s s ­

ment o rd er  .

8 . A rrea rs  o f  Tax

8 .8 .1  A rrea rs  o f  s a le s  t a x  have been mounting over 

t im e .  Data p resen ted  in  T a b le  V l i l . 8  s.iow th a t  a rrea rs  

in c reased  from R s . 275 lakh  a t the beg in n in g  o f  th e  year 

1971-72 t o  R s . 761 lakh at th e  b eg in n in g  o f  the year 

1975-76. As can be seen from Table  V j . I I . 9-10 a rrea rs  

o f  th e  B ihar S a le s  Tax in  the  year 197 5-7 6 amount t o  

76 per cen t o f  th e  t o t a l .  Thus, the  major pa rt  o f  a r rea rs  

r e l a t e  t o  th e  B ihar S a les  Tax . A rrea rs  at the  b eg in n in g  

o f  th e  y e a r ,  as percen tage  o f  the  t o t a l  s a le s  t a x  c o l l ­

e c t io n ,  amounted t o  o n ly  5 t o  10 per c e n t .  In  o th er  

words, d u r in g  th e s e  years  o n ly  5 t o  ]_C y* r cen t  o f  th e  

t a x  revenue due has not been c o l l e c t e d  by  th e  Department. 

Another aspect o f  a rrea rs  r e l a t e s  to  the t :r ioo  fo r  

which th e y  have been o u ts ta n d in g .  The data presen ted  

in  T a b le  V I I I .  11 show th a t  o :  March 3T, 1977., cut o f
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TABLE V I I I . 8

( Rs . c ro re )

1971-7? 1972-73 1973-74 1974-75 1575-76

Arrears  a t  the begin. j.nq
o f  the yea r  2 .7 5  3.24 6.12 6.85 7.61

2. The demand f o r  the year 41 .23 55.24 54.11 7 0. bV O  C  A

3 . : The demand c o l le c te d
during the year 40.74 52.36 53.38 69.91 93*03

4. The amount rem itted o r  
written- o f f  during the
y ea r  -  -  -  -  -

5. Balance c a r r ie d  forward
to  the subsequent year 3.24 6.12 6.85 7.61 12.52

Source : Government o f  Bihar, ^rmmercial
Taxes Department, .Ratna.
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TABLE V I I I . 9

Arrears under Bihar Sales Tax

1973-74 1 975- 76
Particular; Un certi­

ficated

1 . Arrears at the beginning
of the year 384.66

2. Arrears added during the
year 505.33

3. Total (1 + 2) 889.99

4. Arrears reduced in
appeals/revision ^5.90

5. Realisable arrears 374,0 9

6 . A n e a r  s realised 46 5.39

>. Arrears at the end of
the year 41Q.7Q

8 . Arrears stayed at the
end of the year 43.71

Certi f id­
eated

TOTAL

95.26

1 45.90

17.99

12 7.91 

5.60

U n c e r t i- 
ficated

479.92 431.38

50.64 555.97 754.71

145.90 1035.89 1186.09

15.90 26.44

1019.93 1159.65

481 .38 6:;3„76

49.31

.89

87.10

Certifi­
cated

145.47

22. 87 

168.34

168.34

41 . E 1

126.53 

7.79

(Rs. t akh) 

TOTAL

576.85

777.58 

1354.43

26 .44 

1327,99

682.42

94.89

Source: Same as for Table V I I I . 1.
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TABLE VIII.10 

Arrears under Central Sales Tax

Particulars

1. Arrears at the beginning 
of the year

2. Arrears added during 
the year

3. Total arrears (1+2)

4. Arrears reduced in appeal 
revision

5. Realisable arrears

6. Arrears realised

7. Arrears at the end of 
the year

9. Arrears stayed at the 
end of the year

1 973-74
Uncerti- Certifi- 
ficated cated

111.15 20.49

119.50 5,59

230.65 26.08

15.63

215.02 26.08

87.47 7.73

127.55 18.35

9.27

TOTAL Un certi­
ficated

131.64 159.38

125.09 461.72

256.73 621.10

15.63 0.43

241 .10 620.67

95.20 75.79

145.90 544.88

9.27 >4.84

(Rs. lakh)

1975-76
Certi- TOfAL 
ficat ed

25.05 184.43

0.48 462.20

25.53 646.63

0.43

25.53 646.20

0.91 76.70

24.62 569.50

1.54 16.38

S o u r c e :  Same a s  f o r  T a b l e  V I I I . >.
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TABLE V I I I , 11

Yeap-uiae Break-up o f  the Arrears under 

Sales Tax Pending as on 31.2.1977

___________ (Rs. lakh)

Year Amount

upto 1971-72 292.96 (27.91)

197 2-7 3 112.07 (10.68)

197 3-74 155.77 (14.84)

1974-75 261.09 (24.87)

1975-76 160.12 (15.25)

1976-77 67 .68 (6.45)

TOTAL 1049.69

Source: Same as fo r  Table V I11.8

Note;Figures within parentheses 
indicate percentage of total
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th e  t o c a l  a r r e a rs  outstanding/ R s . 293 lakh r e l a t e d  

t o  1971-72, R s .  112 lakh  t o  1972-73 and R s . 261 lakh  

t o  1974-75. Thus, th e r e  does not seem t o  be any c l e a r  

t r en d  in  th e  beh av iou r o f  a r r e a r s ,  but ro u g h ly  on e -  

fo u r th  o f  the  a r r e a rs  r e l a t e s  t o  th e  e a r l i e r  p e r io d .

8 .8 .2  Under th e  e x i s t i n g  procedures s a le s  t a x  a rrea rs  

a re  t o  be r e c o v e r e d  as a r rea rs  c f  land revenue  and 

hence th e  work i s  t r a n s fe r r e d  t o  the  c o l l e c t o r  o f  land 

re v en u e .  Thus, th e  T a x a t io n  Department lo s e s  c o n t r o l  

o f  th e  m atter and b e s id e s ,  t h i s  method has not proved 

t o  be a prompt and e f f e c t i v e  means o f  r e c o v e r in g  

a r r e a r s .  In  t h i s  con n ec t ion , vth e  ex p e r ien c e  o f  some 

o f  th e  o th e r  S ta te s  in  e n t ru s t in g  th e  work o f  r e c o v e r y  

t o  th e  Commercial Taxes Department i t s e l f  may be con­

s id e r e d .  The S a le s  Tax  o r  Commercial Taxes Departments 

have appo in ted  s a le s  t a x  r e c o v e r y  o f f i c e r s .  We under­

stand th a t  t h i s  experim ent has proved s u c c e s s fu l .  I t  

i s  su gges ted  th a t  th e  B ihar Government should a ls o  aim 

t o  in trod u ce  a s im i la r  system o f  r e c o v e r y  o f  commercial 

t a x e s .  To b e g in  w ith ,  a s a le s  t a x  r e c o v e r y  o f f i c e r  

may be appo in ted  o n ly  in  a few  s e l e c t e d  d i s t r i c t s ,  

v i z . ,  Patna, R anch i, Jamsher’ ^ar and Dhanbad. T h is  

o f f i c e r  shou ld  be  en tru s ted  w ith  th e  p o le  r e s p o n s ib i ­

l i t y  o f  r e c o v e r in g  a rrea rs  a l l  th e  ta x es  w i th in  h is  

ju r  i s d i c t i o n .

9 . Cost o f  C o l l e c t i o n

8 .9 .1  The c o s t  o f  c o l l e c t i o n  o f  s a le s  t a x  in  B ihar 

i s  not v e r y  h ig h .  In  f a c t ,  as per cen t  o f  s a le s  t a x
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revenue c o l l e c t i o n ,  th e  c o s t  o f  c o l l e c t i o n  has d e c l in e d  

from 1.5 per cen t in  1970-71 t o  i . i  per cen t in  1977-78. 

Our su gg es t io n s  f o r  s t re n g th e n in g ,  in c r e a s in g  and 

im prov ing  th e  s t a f f  o f  th e  T a x a t io n  Department (d e t a i l e d  

in  chapter V I I I )  and f o r  b u i ld in g  up a proper i n f o r ­

m ation system (d e t a i l e d  in  chapter IX ) w i l l  le a d  t o  some 

in c re a s e  in  th e  c o s t  o f  c o l l e c t i o n  in  terms o f  the  

a b so lu te  amount t o  be spen t; but the in c rea se  w i l l  not 

be s u b s t a n t ia l .  On th e  o th er  hand, th e  in c re a s e  in  

th e  personn e l o f  the  ty p e  we have recommended would 

undoubted ly  have a s a lu t a r y  e f f e c t  on ta x  revenue  c o l l ­

e c t i o n s .  Hence, any in c rea se  in  the  ab so lu te  c o s t  o f  

c o l l e c t i o n  w i l l  be soon more than o f f s e t  by th e  in c rea se  

in  revenue th rough  in creased  e f f i c i e n c y  and hence th e  

p e rcen tage  c o s t  o f  c o l l e c t i o n  w i l l  not go up In  th e  

lo n g  ru n . We must u rge th e  Government t o  con tinu e  

t o  spend more on t a x  c o l l e c t i o n ,  i i  n ecessary , so 

lo n g  as th e  r a t i o  o f  c o s t  o f  c o l l e c t i o n  remains le s s  

than  2 per cen t and th e  growth o f  revenue is  a c c e l e r ­

a ted  through  g r e a t e r  e f f i c i e n c y .
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ANNEXURE V I I I . 1

Schedu le o f  Goods R e q u ir in g  D i f f e r e n t  F o r m a l i t i e s  t o  
be Completed by  th e  D ea le rs  Under S e c t io n  3, S u b -S e c .1

1. C y c le  and c y c l e - f a r t s  in c lu d in g  t y r e s  and tubes o f  
c y c l e  and c y c l e - •ickshaws

2. Aluminium sh eet ; and aluminium wares

3. Readymade garme its

4 . M e ta l wares

5 . Hardware

6 . E l e c t r i c a l  goods, instrum ents , apparatus and a p p l i ­
ances in c lu d in g  e l c c t r i c a l  fans and l i g h t i n g  bu lb s , 
e l e c t r i c  e a r t  hem ware and p o r c e la in  and e l l  o th e r  
a c c e s s o r ie s

7 .  P l a s t i c s ,  c e l l u l o i d ,  b a c ^ e l i t e ,  goods made o f  
s im i la r  substance, p l a s t i c  sh ee ts  and fa b r ic s  
and a r t i c l e s  made o f  such sh ee ts  and fa b r ic s  
e x c lu d in g  fo o tw ea r  and bang les

8 .  Motor p a rts  and a c c e s s o r ie s ,  spare  p a r ts ,  b a t t e r i e s ,  
t o o l s  and o th er  a r t i c l e s  used f o r  r e p a i r  and main­
ten an ce  o t  motor v e h ic l e s  e x c lu d in g  lu b r ic a n ts  and 
d i e s e l  o i l ,  t y r e s  and tubes o f  motor v e h ic l e s

9 . A r t i c l e s  made w h o l ly  o r  p r in c i p a l l y  o f  s t a in l e s s  
s t e e l  (ex cep t  surginaJ ’ nptrumento)

10. P o ta b le  s p i r i t  w ine or l iq u o r  whether im ported or
manufactured in  In d ia

11. Drugs and m e d ic in e s .
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Annexure V I I I .2

Exemption L e v e ls fo r  M anufacturers in  th e  r.ndi an S ta te s

S ta te s  w i th  s in g l e S ta te c  ..:ith
p o in t  t a x Rs . m u lt i  po in t t a x  Rs .

Bihar n i l Xar nat aka 25,000

O r is sa 25,000 K era la 25,000

Ra j as than 10/000 Andhra Trades h 25,000

Haryana 10,000 T am il Nadu 50,000

Punj ab 40,000 S ta te s  w ith  
doub le  po in t. l e v y

Madhya Pradesh 10/000 Guj are.t 20,000

Assam n i l Maharashtra 10,000

West Bengal 25,000

U tta r  Pradesh 25,000



msfcw 3?m̂ r=*JT«T5t/For the Sales Tax Officer

■j^ hhrW ,  firstftaft wfoi 'TfiwaHT./l l) Calculation o f  Sales Tax, General Sales Tax and Purchases Tax.

f«Ni*ra msr 3c?t?ra

T u rn o v e r  F o r  
Sa les  T a x

qT3f 355T£Tp5.
T u rn o v e r  F o r  

G en e ra l Sa les  T a x

fsfSFfafreret 1 WI. ft. 
sKTrerrcft f a w  3T 

31F5RJ w a ra  
D e d u c t io n  U / R 4 6  A  
F o r  S .T . a n d  G .S .T .

fflwERfil. «T«rwr.ft.
w  ^ ’ 7  355T2T55

B a lan ce  T u rn o v e r  
F o r  S .T . a n d  G .S .T . Pu rch ase  T u rn o v e r

3?5T̂T55 

T o t a l  T u rn o v e r T a x

; ) T o t a L

P a r t  I V  : L e v y  o f  R e ta i l  S a les  T a x .

>>s) J=r̂ .55 3W3BT fera 3WISI55.
12) N e t  T u rn o v e r  o f  Sa les  L ia b le  t o  R e ta i l  Sa les  T a x . Rs

•ii) i/» 52*55 firsifaiT.
13) R e ta i l  S a le s  T a x  P a y a b le  a t 1/4 P ercen t.

f -
R sl

HrJ! 11̂1 : |r*f 3TO%% ̂ T. 
P art V  : T a x e s  P a y a b le .

V T O /R s-

1«) %?? 3W&% (11 31+ «).
14) T o t a l  T a x e s  P a y a b le  (11 A +  13).

srat a) mzmuarrat siĝ r
D ed u c t A )  Set O ff/ R e m is s io n  A d m is s ib le  un der R u le .-

a w f a ;....
U n d e r  R u le ............

f;rcm smi’*;...... «=uêa.
U n d e r  R u le ............

f i t W  * B T ^ : .............. ^T55ta.
U n d e r  R u le ............

a )  (■ ))  *sjt

B ) Set o f f  u n d er  P r o v is o  to  S e c t io n  1 4 (1 ).

31?̂  W.) T*, 3T-R5; 3R=5W 3TO&# wfafTtT SRn̂  TBfK.
A d d  C )  A m o u n t  o f  A d d it io n a l  T a x  P a y a b le  U/S 1 5 A - I .

wi t ) __.=3i i?aî T tmronw jrw*r.... swi 7̂=rb.
D e d u c t D )  A m o u n t  C re d ite d  un der re fu nd  A d ju s tm en t O rd e r  N o . . . -  • D t.

K -

?) sktN* wni3> =r,igt arâ nm.
E ) A d v a n c e  P aym en t o f  T a x , i f  any._____________

TO5iH/7C(irar.
15) N e t  a m o u n t P a y a b le/ R e fu n d a b le .

n )  ^:nT5K...........f ^ s r f a -------
1 6 ) A m o u n t  P a id  by C h a la n  N o .........D t ..........

3RT K.
T a x  R s

■a* 5 r sjgHT TiriT ^  HTtwjrareV s n < a r ,  f i r  % i  htcttt s n ^ s im n iS t/ w s i 

«K »? tm «w  issr wit I yroi
I f  th is  fo rm  is used o n ly  fo r  p aym en t, p lease  sta te  w h eth er paym en t is  as 
per o rd e r/ o th e rw is e .

3̂ > tI33ftg ?.
Lu m p  sum C o m p . M o n e y  R s

P en a lty/ F in e  U /S ........ R s .

assiWW»i5"i!
C o m p . M o n e y  R s.

<?fp l XQ&R  
T o t a l  A m o u n t R s .

amrgniHidr
A s  p er O rd e r

317*1 ̂ TTOTT̂r!̂
O th erw ise .

Ŵinrcra 3W
F o r  T rea su ry  use o n ly .

stAc? m?ni flyn m%ffhwi5i i  f̂ nwswiSr wiPr.
T h e  a b o v e  S ta tem en t is tru e  t o  the Best o f  m y k n o w le d g e  and  b e lie f .

f*RBT% (SIWTTS) 
R e c e iv e d  R u p ees  ( in  w o rd s ) R u p ees  t in  F igu res ]

D a te  :

fe=fiT<TI 
P l a c e :

D a te  o f  E n try  :
S595*T :
C h a lan  N o :

aiwft i  pr :
S ign a tu re  oL D e i

'̂mra. Mf̂ iT't/nfvt̂ f f%wi a w w ,
T rea su re r . A c c o u n ta n t. T rea su ry  O ffic e r/ A g en t o r  M a n a g e r .



^Jr/Chalan tfamtm&IFor the Treasury

g*ri arf f̂^R, *«w\.
(g^f R-TO,^'’,, ^  1 ?o qfr)

The Bombay Sales Tax Act, 1959.
(See Rule 22 & 30 of The Bombay Sales Tax Rules, 1959)

ovo, fwaBt̂ -?T3*T •fesEre* arfafsKmi*^ SWTT-SR 
040, Sales Tax-Receipts Under The State Sales Tax Act- 

Tax Collections.

?̂R/Chalan *S5*t ^ T R rra re t/ F o r  the Payer

gsrf
(g^f ftsfa?: > v̂ °,, *  ?* ^*0

The Bombay Sales Tax Act, 1959.
(See Ru'e 22 & 30 of The Bombay Sales Tax Rules, 1959)*
ovo, swi-s* ggOT.

040, Sales Tax-Receipts Under The State Sales Tax Act- 
Tax Collections.

5TÎ  n <T̂ r:
Name and Address :

*r wr:
Name and Address:

■ H . f t .  ? r t  ^ f .  s a f e ;  
*  B. S. T .  R . C . N o . P e r io d  F ro m

95T55r*irta&i 
P e r io d  T o

g .ftr . i f f .  a w fe ;
B. S .T .  R , C . N o .

w s w f t a n j p
P e r io d  F ro m P e r io d  T o

■
*
■

3 W i : 
S ign a tu re  o f  D e p o s ito r  :

T a x  R s .

3W1 =f,T0n =*]!=?» : 
S ign a tu re  o f  D e p o s ito r  :

T a x  R s.

? T 5 R  i T ? S ! t ?  5 .  
Lu m psu m  C o m p . M o n e y  R s .

3 » 5 R  a ? 5 t t 3  S .  
Lu m psu m . C o m p . M o n e y  R s .

P en a lty/ F in e  U / S ........R s .
3?T*rft/^3 * .  

P en a lty/ F in e  U /S ......... R s .

T ^ 5 F , f l  * .
C o m p  M o n e y  R s.

3 3 ^ 3  T W W  C .  
C o m p . M o n e y  R s.

5 *
T o t a l  A m o u n t R s .

q f p r
T o t a l  A m o u n t R s .

^ R t w i r c t a
F o r  T rea su ry  U se  O n ly .

^ > r
F o r

r n n r r a
T reasu ry  U se  O n ly ,

R e c e iv e d  R u p ee s  ( In  W o rd s )
^  ( 3 n * ; 5 ^ n a )  
R u p e e s d n  F igu res ) R e c e iv e d  R u pees  ( In  W o rd s ) R u p ees  (.In F igu res )

— . , ,  - - - - - - - - - - - -  i

-

D a te  o f  E n try  : C h a la n  N o . D a te  o f  Entry
TO* sKflT*; : 
C h a la n  N o .  :

X
*rV?i3. m̂rniT 3>ftre;rcty3>fHSRaf
T reasu rer. A c co u n ta n t-  T rea su ry  O ffic e r/ A gen t o r  M a n a g e d

mwur 3ifs*i*rc>/wf»wi?rf *w*irasK 
Treasu rer. A ccou n ta n t T rea su ry  O ffic e r/ A gen t o r  M a n a g e r



D«ar fax Payer,

4s per our reoe^ds. fe r  tbe eriod 
mentioned alongside you nave a©t KajJS PULL
j'A&'ltoi iiS PE*i ttfcSb.u* fXLSOb

Ib is  retum-.i3ua-obalaa is , therefore, 
heia& s®it to you to eaal&e you to f i le  
tiie retain. I f  already not file d  aod aaice 
the payaani  without furtfc*er delay* fb ist  
konevar, does «ot absolve yau fnwa any 
action that raay l i e  against you uader the 
a o t  *

Please i&aore this le tte r , in case, 
yea bave already oosaplied vitk  a'ove.

Y o a rs  c i u a e r e i y ,

(s «M -iA 4 o - ia -r : i i )  
Qomissiouer o f  aalos Tax, 
Maiiamshtra State, %^bay*



^ J I/ R E T U R N  c u m  c h a l a n .

(£sjf faaSN* fsro?r, *rrfft55 ^  arifa fom \° <t?0 
(See Rule 22 &  30 of the Bombay Sales Tax Rules, 1959)

g s f  fesBtar 3rfafir«m ,  ̂v -'.'k s*iTT=*n^ a r ^ ^ r  ^? iir fgg?u .
RETURN O F  TAX PA YA B LE  BY A DEALER UNDER TH E BO M BAY  SALES TAX ACT, 1959.

4 . f t .  SR sff. ifWRK 
B. S T. R. C. No.

"k. fit. «ff. jfWT^ 
C. S. T. R. C. No.

sfiratsttft qTjjH 
PERIOD  FRO M

5Rrar«fi-.ft q5a 
PERIOD  TO

5ji^/Name.

Min n^i: fasjfNft Mifin 3 3 ig r a / P A R T  I  : T u rn o v e r  o f  Sales and  Purchases.
f^^vr fq?t 

Sa les Rs.
OTf?t fq it  

Purchases R s

i )  or #&5*ii wnqi=qm f * * r  sg rq i^W  farcr Ifu
qfOTTSW.

1) T o ta l  am ounts p a id  o r  p a ya b le  to/by the d ea le r  fo r  a ll sales/Purchases m ad e du ring  the p e r iod .

w w /D edu ct:3? ) fa «m  s qr?i #&s*n w b t%  f t v / A )  V a lu e  o f  g o o d s  returned under R u le  4.

n )  5K?s« * (=<*.)/* (=>•) m ^5j faw n^ i f%3T a frPsisn^i 
B) Cost o f  insurance for transit etc. Sec. 2 (29)/2 (22).

aO s q>? ^ 5w  ( i ) ,  ( < )  *  ( s )  mr&t fa t f lm x & ./ C )  Sa les/Purchases U /S 3 (1 ), 3 (2 )  &  3 (3 ).

3 )  *k «h  ^  atfsr^ swgrf; sw 3 « t  Sa les/Purchases ex em pted  U /S 5.

§ )  -a'* s t a t e  fastft/is*?!. E )  Sa les/Purchases U/S 75.

, )  3aT3TS. 2 ) N e t  tu rn ove r  o f  a ll Sa les / Purchases

win fififiHKT/awisar fas fa iT  P a rt I I :L e v y  o f  Sales T a x/ G en era l Sa les T a x .
f%r. qta u ra i^ t 
3 » i 2 i s  / Sales T a x

Bl. t^. ^:ti«  qra H! 
331^155/ G .S . T a x

3 )  3tfW<H3f ®ra%5OT »n?5T «n  fn «r a  3Ht3T3 . 3 ) N e t  tu rn over  o f  sales o f  g o o d s  lia b le  to .

* * 7/D e d u c t s )  ' s ( i )  ( q * ) ,  v s ( i )  (^ ta ),  c ( f ^ ) ,  c (^ ta ), i o  ( i )  ( " ? , )  *  10 ( i )  (^'m ) *3T?s> %nnt fastf fsR«ri %*Far5i!h 
A ) Sales or Resales U/S 7 ( ! )  ( i ),  7 (1 ) (ii), ;  (i), 8 ( ii). 10(1) (i) & 10(1) (ii).

* )  *  ( * )  (q<R), >3 ( * )  O fta l ,«. ( i )  ( q * « ) , «. ( i )  ( ? m )  f e r  10  ( * )  ( ^ )  jjna t ^onfr fir * *  f e t r  Stffirss'h 
B) Sales or ResalesU/S 7 (2) (i), 7 (2 ) (ii), 9 ( l )  (i), 9 (1 ) (ii), or 10(2) (i).
SR) 5K?S« vs ( l )  (e ft* ), i  (d>H), 10  ( l )  (r ffa ) /vs (R ) (fftiT). «. ( 1 )  ( r fa ) ,  «. ( - )  Sf 10 (=>.) ( ^ T )  J5H«t qo iltf f t #  
C ) Sales or Resales U/S 7 (1) (iii), 8 (iii). 10(1) (iii)/7(2 ) (iii), 9 (1 ) (iii). 9 (2 ), 10 (2) (ii) f e i

s )  '3 (? )  Jwrat ilm rft r*stft fwr<JvCf*raft. D )  Sales o r  R esa les  U /S 7 (3 ).

r )  s i  «gi5?t jrjpii m b M  Haft. E )  Sales w h o lly  E xem pt U/S 41.

t )  sm  fasfiter ^  vrr^ai Mitt fastf. F )  Sa les o n  w h ich  T a x  has been  pa id  by 
C om m iss ion  A ge n ts .

a ) nrse??;: i )  scan s i  131s t  %%53i tEHB q i?  4 )B a ia n c e : l )  L ia b le  to  reduced  rate o f  T a x  U/S 41.

~t) 1 1  3TJ3J} sfim ^r,'^  ?RTTf! qi=T 2 ) L ia b le  to  reduced  ra te  o f  T a x  U /S  11.

3) ySr qT5T 3 ) L ia b le  to  fu ll ra te  o f  T a x .

Hin fft^r : 9S5H is ,  i s ?  W f a n W l./ P A R T  H I  : L e v y  o f  Pu rchase T a x  U /S 13, 14 &  15. i^T?t i.qit 
Purchases R>.

■>) n i  i3^ 3't==ft f^s=io! 33i?i65 (? t^  r ) .  5 ) N e t  tu rn over o f  a il Pu rchases ( I T E M  2).

it^i/Deduct: 3?) =ff^oft #;55s«n sm qrait^if^ %,55rft mai^'T A )  Purchases o f  g o o d s  fr o m  R eg is te red  dealers.

«l) Jifeoft n ts r^ l B ) Purchases o f  g ood s  fro m  u nreg istered  dealers fo r  resale.

<f )  «  ( s )  s i a t  S w ift « T f t -  C )  Purchases U/S 7 (3 ).

2 )  ^ 3 n s i  s i s ) '  sRnWt « ”[oi nns5«t ^V ^ t. D )  Purchases w h o lly  exem pt U/S 41.

e ) f5i5555R: i )  ^ 5w  s i  sF.tft t t w  =F.{lfi qiw v f « 5s«t. 6)  B alance : 1) L ia b le  to  reduced  ra te  o f  T a x  U/s 41.

<) cp5r *T m  q i?  swwrft-. 2 ) L ia b le  to  fu ll rate  o f  T a x .

vs) i i  f ^ i  i=  7 ) Purchases m ad e U/S 11 o r  12.

i )  fs t^ ro ii^  5F tH m fa  ?,H55t. 1 ) D u r in g  the P e r iod .

* )  WTOTpqT g r ^ l i fm  fjRt??; HtayWt. 2 ) O f  g o o d s  w h ich  w ere  in  s tock  at the start o f  the P e r iod .

qa i/D edu ct: m ) a t  « r a  grjfrr: sfHtorqsn^rts sts't fe a t/ ^ rq T a i mtPt 3??n hihi%
/^Value o f  goods sold/used wholly in compliance with the terms o f  the Certificate.

a )  sin n r a w i  wstromrdte m s ^ i  w gqisH t^r ^ iw iw ')  f^ q jo ir^ t  ^ t a m ^  3??%? « q s t  w fti fiiss?K nw .tn  § 5n.
B)Value o f  goods in stock for which the Period o f  compliance is not yet over.

<:) fiflOT^;: i s  aRTt« q ia HftSBt 8)  B a lance : L ia b le  to P u rch a se  T a x  U /S 14.

«,) <s*?H “i'<, 31̂  9 ) T o ta l  Pu rchase p rice  lia b le  toP u rch a se  T a x  U/S 15.

l o )  1?, IS  51 1'4 3 ? ^  ^ t « I  q^OI f^ fm  (m ift 5 ; 
10)Grand total Purchase price liable to Purchase Tax U/s 13, 14& 15(Total item p-i-8 + 9 )
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Group I  D ec la red  goods

Group I I  I o r e s t  products

Group I I I  M in e ra l  products

Group IV  Petro leum  products

Group V Motor c a rs ,  s c o o te r s ,  mopeds, t r a c t o r s ,
motor c y c l e s ,  motor v e h ic l e s  in c lu d in g  
c h a s s is ,  motor parts  and a c c e s s o r ie s ,  
t r a c t o r s ,  t y r e s  and tubes

Group V I  E l e c t r i c a l  goods o f  a l l  kinds

Group V I I  M ach inery in c lu d in g  power t i l l e r s  and 
e l e c t r i c  motors

Group V I I I  K ir  a r ia  goods, d ry  f r u i t s , t e a  e t c .

Group IX  S ta t io n e r y  a r t i c l e s

Group X Lea ther  goods

Group X I E d ib le  o i l s  i n c l ’ ’d i r c hydrogenated v e g i t a b l e
o i l

Group X I I  C rockery  and c u t le r y  a: ,d c la s s  ware

Group X I I I  S ta in le s s  s t e e l  a r t i c l e s

Group XIV A era ted  waters  and fo r e i - jn  l iq u o r

Group XV Cosm etics in c lu d in g  t o i l e t  a r t i c l e s  (soap e t c . )

Group XVI H o s ie ry  goods in c lu d in g  eadymade garments

Group X V I I  Rubber products

Group X V I I I  U t e n s i ls

Group XIX P a in ts ,  hardware and cement

Group XX M ed ic ines

Group XXI F u rn itu re  o f  a l l  k in d s .

Annexure V I X I . 4
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ANNEXURE \l 111. 5 

Broad Outline of the Self Assessment Scheme

1. The self-assessment scheme should cover all the 

dealers having a turnover of Rs. one lakh and belou. In 

this scheme the assessment should be done on the basis 

of returns submitted by such dealers on their represen­

tatives.

2. The representatives of the dealers uill not be 

called to the office; nor uill they be required to produce 

their books of accounts.

3. The dealers against whom cases of evasion of tax 

have been detected uill not enjoy the benefit of this 

scheme even though their turnover is less than Rs. 1 lakh, 

until such time as may be decided by the Assistant Comm­

issioner concerned,

4. In order to complete the assessment of the small 

dealers expeditiously, the following procedure is to be 

adopted:

a. After the scheme is notified, the files of such 

dealers as are to be covered under this scheme should be 

sorted out and kept separate.

b. The dealers falling under the schsme would be 

required to submit only the following information to the 

assessing authoritys-

i) G ross turnoi/er, taxable turnover and the 
amount of tax paid;

ii) Details of goods sold against declaration,
and

iii) Turnover of cormrrodities exempted from tax 
under various provisions of the act.
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c. h summary return form should b3 designed for the 

purpose of the self-assessment scneme.

d. If after the scrutiny of the return, if is found 

that the return is in order, the assessing authority uill 

issue the assessment order straight auay. In case an 

additional amount is due, the necessary demand notice 

uill be sent along uith the assessment order.

. e. If after the scrutiny of the return, the assess­

ing authority comes to the conclusion that the return 

is not in order or finds that the in formation supplied 

is incomplete in some respects, he should in the first 

instance send a notice in uriting requiring the dealer 

tc submit uithin a specified date the explanation .or the 

information, as the case may be. Only uhen there is no 

response of such a notice from the dealer concerned within 

the specified period of time, should h:; or his represen­

tative be called to the eiffice of the rssassing authority 

for a personal explanation.

.f. The dealers falling under the pelf-assessment

scheme uill be liable to penalties prescribed in the 

lau just as other dealers. Houeuer, in deciding to 

impose penalties on the small dealers, the assessing 

authority should avoid as far as possible imposing pen­

alties on purely technical grounds.

5. There may be certain small dealers, uho have not

maintained accounts in the required form and may have 

file returns on the basis of rough estimates. In such 

cases if the assessing authority is specified.
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COMMODITY FLOWS AND SALES TAXATION IN BIHAR
-  CASE STUDIES OF POTATOES AND AUTOMOBILE PARTS

Io INTRODUCTION

1.1 As a p a r t  o f  our term s of r e f e r e n c e ,  we have

been asked t o  study the  e x i s t i n g  s a le s  t a r  s t ru c tu re  

in  B ihar and suggest the  s tep s  by which i t s  r a t i o n a l i s a ­

t i o n  cou ld  be brought about. In  d o in g  so ,  we have a ls o  

been asked t o  conduct 'market su rveys ' w ith  a v iew  t o  

i d e n t i f y i n g  th e  p o t e n t ia l  as compared t o  a c tu a l  revenue..

We a re  u s in g  th e  term ’ market su rveys ' synonymously 

w ith  th e  term  "commodity f l o w  s u rv e y s " ,  which are 

g e n e r a l l y  conducted f  or s tu d y i r g  th e  s ;ru c tu re  o f  p ro ­

d u c t io n ,  marketing.- and movement o f  goods . Many exp er t  

b o d ie s  have emphasised the  nee 3 f o r  cuch s tu d ie s  f o r  

th e  s e t t e r  a d m in is t ra t io n  and r a t i o n a l i s a t i o n  o f commodity 

t a x a t io n .  For example, a r ; c r  ;rc expert  comm ittee o f 

K e ra la  on commodity t a x a t io n  po in ted  out- chat f o r  an 

e f f e c t i v e  a d m in is t ra t io n  o f  s^ l  ;s t a x a t io n ,  i t  is  

a b s o lu t e ly  e s s e n t ia l  f o r  th e  concerned government 

departments t o  conduct commodity surve In  a c co r ­

dance w ith  our terms o f r e f e r e n c e  we conducted such 

su rveys  f o r  two com m odities ; p o ta to es  o e lo n g in g  t o  the 

a g r i c u l t u r a l  s e c t o r ,  and au tom ob ile  pa rts  b e lo n g in g  t o  

th e  m anu factur ing  s e c t o r .  These two surveys  may be 

rega rd ed  as model surveys f o r  th e  Departm ent. S im i la r

1/ Government o f  K e ra la  (1976) Report o f th e  Committee 
on Commodity T a x a t io n . p «8 .

A n naxure V I 1 1 6
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su rveys  may be undertaken by th e  Department i t s e l f  

in  r e s p e c t  o f  o th e r  com m od it ies .

I I .  POTATOES

Scope and P lan o f the  Study

2.1 He have chosen p o ta to e s  f o r  th e  f o l l o w in g  

reason s . F i r s t l y ,  t r a d e  channels  and m arket ing  methods 

a re  not e a s i l y  i d e n t i f i a b l e  and not w e l l  o rgan ised

in  th e  a g r i c u l t u r a l  s e c to r  and e s p e c i a l l y  so in  th e  

case  o f  p o ta t o e s .  S econ d ly , though p o ta to e s  are  

produced in  most o f  th e  S ta te s  in  North In d ia ,  B ihar 

i s  th e  o n ly  S ta te  which ta x e s  p o ta to  s a l e s .  As such, 

th e  t a x a t io n  o f  p o ta to es  has im p l ic a t io n s  f o r  i n t e r ­

s t a t e  t ra d e  d i v e r s i o n .  T h i r d l y ,  o f  a l l  th e  a g r i c u l tu r a l  

com m od it ies , p o ta to e s  seem t o  have a l a r g e  t a x  p o t e n t i a l ,  

and th e  methoos o f e v a s io n  adopted by the  t r a d e r s  seem 

t o  be h ig h ly  d iv e r s  i f  i e d .

2.2 Fart  I  f a l l s  in to  f i v e  s e c t  io n s ; S e c t io n  2 out­

l i n e s  the  s t ru c tu re  o f  p rod u c t ion  o f  p o ta to e s  in 

B ihar a lon g  w ith  a comparison w ith  o th e r  S ta te s  in  
In d ia .  S e c t io n  3 s tu d ie s  th e  p a t te rn  o f  m arketing

o f  p o ta to e s .  T h is  in v o lv e s  th e  study o f major markets 

in  th e  S ta te  d e a l in g  in p o ta t o e s ,  th e  methods o f s to ra g e  

and t r a n s p o r t a t io n ,  th e  r o l e  o f  middlemen, th e  p r ic e  

mark-up and so on. B ih a r s h a r i f ,  which is  th e  most 

im portant market f o r  p o ta to e s  in B ih a r ,  i s  taken  up 

f o r  a d e t a i l e d  case  study. Most o f  the  o b s e rv a t io n s  

are  based upon persona l in te r v ie w s  w ith  th e  t r a d e r s ,
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c o ld  s to ra g e  ownsrs, t r a n s p o r t  agents and o th e r  market 

fu n c t io n a r i e s  in  B ih a r s h a r i f .  S e c t io n  4 e x p la in s  the  

m ethodology o f  e s t im a t in g  th e  ta x  p o t e n t i a l .  S e c t io n  5 

p resen ts  th e  e s t im a te s  o f p o t e n t ia l  ta x  base and 

p o t e n t ia l  t a x  re ven u e , and d is c u s ses  the d i f f e r e n t  

methods o f  t a x  e va s io n .

2. P rod u c t ion  S tru c tu re  o f  P o ta to es

2.3 B ihar i s  one o f th e  major p o ta to  producing 

S ta te s  in  In d ia .  Out o f  the  t o t a l  p rodu ct ion  o f  6 

m i l l i o n  tonnes in  th e  cou n try ,  th r e e  S ta t e s ,  namely, 

B ih a r ,  U t ta r  Pradesh and West Bengal account f o r  75 

per c e n t .  Among the  o th er  S ta te s  no tab le  q u a n t i t i e s  

o f  p o ta to es  a re  produced o n ly  in Punjab, Haryana,

Madhya Pradesh and G u ja ra t .  (T ab le  A 8 .6 .1 )

2 .4 The e n t i r e  In do -G an qe t ic  P la in s  ex ten d in g  

from  Punjab t o  West Bengal a re  bes t s u ite d  f o r  p o ta to  

c u l t i v a t i o n .  W hile  the  consumption requ irem en ts  o f 

p o ta to e s  in th e  north-west, r e g io n  o f  In d ia  a re  l a r g e l y  

meu by U tta r  Pradesh, Punjab and Heryana, th e  e n t i r e  

n o r th -e a s te rn  r e g io n  in c lu d in g  O r is sa ,  and t o  some 

e x te n t  the  Southern S ta te s  o f  In d ia ,  are se rved  by 

B ihar and West B enga l. In  r e c e n t  y e a rs ,  as a r e s u l t  

o f  th e  advent o f  h igh  y i e l d i n g  v a r i e t i e s ,  p o ta to  pro­

d u c t io n  in  Punjab, Haryana, G u jara t and Madhya Pradesh, 

has been grow ing  f a s t e r  than in th e  th re e  S ta te s  th a t  

have t r a d i t i o n a l l y  been a t th e  to p  in  t h i s  r e g a rd .

Thus, though U tta r  Pradesh , West Bengal and B ihar are 

l i k e l y  t o  rem ain  at th e  t o p  f o r  the  next te n  y e a r s ,  

th e  growth in  p o ta to  p rodu ct ion  in Punjab, Haryana,
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Gujarat and Madhya Pradesh is  l i k e l y  to  a f f e c t  the 

markets fo r  the oucput in the former S tates.

2.5 The share of Bihar in the production of potatoes 

in the country is  about 18 per cent on tha average 
during 1971-72 to  1975-76. The y ie ld  per hectare is  

the lowest among the major potato producing States.
Within Bihar, production is concentrated in the eastern 
and cen tra l parts of the P la ins reg ion  (Tables A 8.6.2 

and A 8 .6 .3 ) .  Nalanda is  the most important s ing le  
d i s t r i c t  con tr ibu ting  about 12 per cent to  the S ta te 's  

potato production. Among the other d i s t r i c t s ,  Patna, 
Gaya, Saran, Hazaribagh, Nowadah and Ranchi are impor­

tan t.  I t  may be noted that the area under potatoes
has r is en  by 54 per cent from 95 thousand hectares in 

1966 to  147.3 thousand hectares in 1976, and the pro­

duction has r is en  by 63 per cen t, from 8 lakh tonnes 
t o  13 lakh tonnes during the same period (Table A 8 .6 .4 ) .

2 .6  G enera lly , the  c u lt iv a t io n  o f  potato begins 

in the State by th e  end of November and is  harvested 

tw ice  in a year, f i r s t  --luring December and second 
during February-March. The f i r s t  harvest f in d s  a 
ready market both  in s id e  and o u ts id e  the  S ta te . The 
la t t e r  crop is  mainly stored f o r  the slack season 
and f o r  seed purposes. The main v a r ie t ie s  grown in 
the State include Great Scot, Red Round, Red Patna, 
D a r je e l in g ,  K u fr i Chandramukhi, K u fr i Sindhuri, K u fr i 

Alankar, O.N. 1640 , 0.N.2090, and S .4485. Out of these, 

the K u fr i v a r ie t i e s  are commonly grown in Bihar and

are most su ited f o r  despatch t o  other States as w e ll  
as fo r  seeding purposes. The Pota to  Development O ff ic e
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i s  th e  main organ o f the  S ta te  engaged in p o p u la r is in g  

new v a r i e t i e s  o f  seeds and b e t t e r  methods o f  p rod u c t ion , 

in  a s s o c ia t io n  w ith  the  C en tra l P o ta to  Research I n s t i ­

t u t e  a t  S im la .

2 .7  A pp rox im ate ly  20 per cen t o f  the c u l t i v a t o r s  

and a g r i c u l t u r a l  lab ou re rs  are  engaged in  p o ta to  p ro ­

d u c t io n .  Most o f  th e  c u l t i v a t o r s  are  small and poor .

I f  th e  s i z e  d i s t r i b u t i o n  o f h o ld in g s  among c u l t i v a t o r s  

in  Nalanda d i s t r i c t ,  where p o ta to  c u l t i v a t i o n  i s  con­

c e n t r a t e d ,  i s  taken  t o  r e f l e c t  th e  d i s t r i b u t i o n  o f 

h o ld in g s  in  the  S ta t e ,  one may conclude th a t  n e a r ly

75 per cen t o f  the  area  i s  d is t r ib u t e d  among th e  fa rm ers  

who own l e s s  than th r e e  h e c ta r e s  and th a t  95 per cen t 

o f  th e  area  i s  h e ld  in  the  hancis o f  c u l t i v a t o r s  h o l ­

d in g  not more than 10 h e c ta re s  (T ab le  a  8 . 6 . 5 ) .  The 

a b je c t  p o v e r ty  and i l l i t e r a c y  among the  c u l t i v a t o r s  

make them g u l l i b l e  and v u ln e ra b le  t o  easy e x p l o i t a t i o n  

by v a r io u s  middlemen and w h o le s a le r s  d e a l in g  in  p o ta to e s .  

A cco rd in g  t o  th e  B ih er  S ta te  A g r i c u l tu r a l  M arketing  

Board (BSAMB) , th e  c o s t  o f c u l t i v a t i o n  o f p o ta to es  

i s  around R s . 3,800 per h e c ta r e .  I f  we tak e  Rs. 45 

per q u in ta l  as the  fa rm e r 's  p r i c e  on the ave rage  and 

y i e l d  per h e c ta r e  as 86.5 q u in ta ls  per h e c ta r e  on the  

a verage  (as g iv e n  by T a b le  A 8 . 6 . 1 ) ,  the  net p r o f i t  

o f  th e  c u l t i v a t o r  works out t o  be o n ly  Rs. 92.5 per 

h e c t a r e .  W ith such a low income per h e c ta re  the  

sm all fa rm ers ,  n eed less  t o  sa y ,  have t o  groan under 

a b je c t  p o v e r ty ,  b e in g  put in  a weaker b a rg a in in g  

p o s i t i o n  v i s - a - v i s  th e  t r a d e r s .

3 • M arket in g  and the  P a t te rn  o f D is t r ib u t io n

2 .8  The m arket ing  and d i s t r i b u t i o n  o f p o ta to es
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i s  done f o r  about fo u r  months in  a year s t a r t i n g  from  

November. The commodity passes through a number o f 

middlemen b e fo r e  re a c h in g  th e  consumers. The major 

channels o f  market o p e ra t io n s  may be seen from  the 

ch a rt  be low :

Producer
.. • vr—----

— ' 4/ I t in e r a n t  t r a d e r
V i l l a g e  merchant (A rh a t iy a )

, \
1

\  Commission agen t Cold  s to ra g e
. ownerx

\ Lc
W holesa ler

\ \
\  \  !^ '  ' " - I

\ \ R e t a i l e r  -f---------E xporte r

Consumer

2.9  U su a l ly  producers s e l l  th e  produce t o  t h e i r  

c r e d i t o r s ,  th a t  i s ,  e i t h e r  t o  a v i l l a g e  merchant o r  t o  an i t i n  

e ran t-  ( t r a d e iK  AThat i y a ) . These l o c a l  t r a d e r s  c o l l e c t  

and b r in g  the  p o ta to e s  t o  th e  market and s e l l  them 

t o  th e  commission a gen ts .  The commission agen ts  s e l l  

th e  produce t o  th e  w h o le s a le r s  on b e h a l f  o f  th e  v i l l a g e  

m erchant, o r  th e  i t in e r a n t  t r a d e r  or even on b eh a lf  

o f  th e  producer ( i f  th e  producer d i r e c t l y  b r in g s  the  

goods t o  th em ). The w h o le s a le r s  in  tu rn ,  e i t h e r  s e l l  

th e  p o ta to e s  t o  th e  r e t a i l e r s  or exp o r t  them t o  the  

d i f f e r e n t  markets in  th e  home S ta te  as w e l l  as o th er  

consuming S ta te s  such as O r is s a ,  Assam and West B enga l.
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L oca l consumers at the  v i l l a g e  l e v e l  purchase p o ta to es  

from  th e  v i l l a g e  merchants. Often./ th?  c o ld  s to ra g e  

owners a c t  as w h o le s a le r s ,  by p rocu r in g  the  commodity 

from  the  fa rm ers  and s e l l i n g  i t  t o  the  w h o le s a le r s .

2 .10 The m ajor market c e n tre s  f o r  p o ta to  in  th e  

S ta te  are  B ih a r s h a r i f ,  Mussalahpur , B h ak t ia rpu r, Chapra, 

Arrah and Gaya. The va r io u s  market c e n t r e s ,  t h e i r  

l o c a t i o n  and th e  market a r r i v a l s  are g iv en  in  T a b le

A 8 .6 .6 .  The market c e n tre s  are  f e d  by l o c a l  mandies 

(h a t s ) or sm all m arkets , B ih a r s h a r i f  is  the  b ig g e s t  

market c e n t r e  f o r  p o ta to es  in B ih a r .  The w h o le s a le r s  

a l l  o ver  th e  S ta te  as w e l l  as from  the ne ighbou ring  

S ta te s  f l o c k  t o  B ih a r s h a r i f  d u r in g  th e  season . I t  is  

th e  main e xp o rt  c e n tre  in th e  S ta te  f o r  p o ta to e s .  I t  

a ls o  su p p lie s  t o  the  v a r io u s  markets w i th in  th e  S ta t e ,  

p a r t i c u l a r l y  t o  Purnea, B egu sa ra i,  Dharbhanga, Sam astipur, 

East and West Champeran, Bhaga lpur, Dhanbad, Gaya,

Monghyr, Patna, Saharsa, S itam arh i and V a i s h a l i .  I t  

e x p o r ts  t o  o th e r  5 ta t3 S , namely,- O r is sa ,  West Bengal 

and Assam. The p a t te rn  o f d i s t r i b u t i o n  o f p o ta to e s  

from  B ih a r s h a r i f  (as ob ta in ed  from  th:; surrounding check­

p o s t s )  i s  p resen ted  m  T ab le  A 8 .6 .7o

2.11 The w h o le s a le  p r ic e  o f p o ta to  is  determ ined  by 

mutual b a rg a in in g s  in th e  market c en tre s  and norm a lly  

s e t t l e d  by th e  commission a gen ts .  The w h o le s a le r s '  

p r i c e  is  norm a lly  sa id  t o  be 15 t o  20 per cen t h igh e r  

than the  farm  p r i c e  and the  consumer p r ic e  i s  h ig h e r  

by 35 t o  40 per  cen t than th e  farm  p r i c e .  The p r ic e  

mark-up in  th r e e  important markets may be seen in
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Table A 8 .6 .8 . The farm prices are not usually r e ­

corded wh ile  the wholesale and r e t a i l  p rices  are r e ­
corded by the lo c a l  market committees of BSAMB. As 
potato is  a perishable commodity, the p rice  f lu c tu a tion s  

are v e ry  high between the seasons. The prices  preva­

i l i n g  in the o ff-season  are nearly  double the p rices  

in the season.

4. Methodology and Data Problems fo r  the Estimation 
of Tax Po ten t ia l

2.12 Potatoes in Bihar have been subjected since 

1966 to  a 5 per cent purchase tax  at the f i r s t  po in t. 
P r io r  t o  that/ there  was a m u lti-po in t 'General Sales 

Tax' (GST), and a 'Spec ia l Sales Tax' (S5T) at the 
la s t  point (Table A 8 .6 .9 ) .  A f te r  1966, the GST and 

SST were abolished in respect of potatoes, and instead, 
the purchase tax  at 5 per cent was le v ie d .  Besides 

the purchase ta x ,  the re g is te red  dea lers  in potatoes 

were a lso  l i a b l e  t o  'Add it iona l T a x '.  The add itiona l 
tax  was abolished with e f f e c t  from 26.12.1977. In

the meantime, the exemption l im i t  underwent some changes. 

I t  was ra ised  from Rs. 15,000 t o  Rs. 25/000 in 1970, 
t o  Rs.40,000 on 1.1.1977, and fu rther to  Rs.50,000 on 
26.12.1977.

2.13 The tax revenue from potatoes forms approximately

0 .2  per cent of the t o t a l  sa les  and purchase tax re v ­
enues of the S ta te . I t  is  in te re s t in g  t o  note that

the tax revenue on account of potatoes increased 
th ree  times (from Rs.8.7 lakh to  Rs.26 lakh) during 

the period from 1971-72 t o  1975-76. Howaver, one of
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th e  most commonly h e ld  v iew s  is  th a t  th e re  e x i s t s  

rampant ta x  e v a s io n  and tax  a vo id an ce .  The o f f i c i a l s

o f  the  Commercial Taxes Department bear w itn es s  t o

t h i s .  F u r th e r ,  a cco rd in g  t o  an es t im a te  made by the 

Chairman o f . t h e  A g r i c u l tu r a l  Produce Market Committee- 

currv-SDO o f  B ih a r s h a r i f ,  th e  lo s s  due t o  "o rga n ised

eva s io n  of purchase ta x  and e va s io n  o f market f e e s

is  o ver  Rs.80 lakh  e v e ry  year  in  B ih a rs h a r i f  a l o n e " i^  

The Commissioner o f  Commercial Taxes i s  on r e c o rd  

s a y in g  th a t  o n ly  13 per cent o f  tru ck s  ( c a r r y in g  po ta ­

t o e s )  p ass in g  out o f  B ih a r s h a r i f  a re  covered  by t a x ­

a t io n .  In  what f o l l o w s ,  an attem pt is  made t o  e s t i ­

mate th e  e x ten t  o f  ta x  e va s io n  and avo idance w ith  

r e s p e c t  t o  t h i s  ta x  in  B ihar d u r in g  th e  p e r io d  1971-72 

t o  1975-76.

2.14 S ince th e  purchase ta x  i s  a f i r s t  p o in t  t a x ,  

th e  t o t a l  market a r r i v a l s  o f  p o ta to e s  in  the  S ta te

a t  th e  w h o le s a le  purchase p r i c e s  are taken  as th e  ta x  

b a s e .

2.15 There are on ly  two d i r e c t  sources o f i n f o r ­

m ation  on market a r r i v a l s  of p o ta to es  in the  S ta t e .

One source i s  th e  P r o je c t  Report on D eve lopment o f  

Marke t s  in  B ih ar (1971) by Department o f  A g r ic u l tu r e  

and Animal Husbandary. The o th e r  i s  the  Report o f 

P r o j e c t  on Development o f R egu la ted  Markets (1977)

by A .N . Sinha I n s t i t u t e  o f  S o c ia l  S tu d ie s .  As th e  

second source g iv e s  th e  market a r r i v a l s  on ly  f o r  

s e l e c t e d  m arkets , we cannot u t i l i s e  th e  e s t im a te s  g iv en

2/ The In d ian  N a t io n  ̂ September 5, 1978..
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th e r e .  The P r o je c t  Report on DeveloFme.it o f  Markets 

in  Bihar (1971; 9 ..w.*s th e  m arket-w ise  e s t im a te s  o f 

a r r i v a l s  f o r  p o ta to e s  f o r  only one y e a r ,  namely, 

i.9” 2-'/3. A cco rd in g  t o  t h i s  r e p o r t ,  the a g g re g a te  

market a r r i v a l  i s  259 thousand tonnes which cornes 

t o  33 per cen t o f  th e  p rodu ct ion  in that  y e a r ,  assuming 

th a t  th e r e  were no in te r -m a rk e t  t r a n s a c t  i o n s . I f  

in te r -m a rk e t  movements are  a ls o  taken  in to  a ccou n t, 

th e  f i g u r e  would be l e s s  than 33 per c e n t .  When 

co n v e r ted  in to  v a lu e  term s i t  would amount t o  R s .1 ,236.7  

lakh  which shou ld  have y i e ld e d  a t a x  revenue o f 

R s .61 .8  lakh in  1972-73.

2 .16  S ince e s t im a te s  f o r  o n ly  one year  a re  a v a i l a b l e  

from  pub lished  sou rces ,  in  o rd e r  t o  workout th e  t ren a  

in  th e  market a r r i v a l s  o f  p o ta t o e s ,  we are  c o n s tra in e d  

t o  make independent e s t im a te s .

2 .17 The t o t a l  market a r r i v a l  o f any commodity 

in  th e  S ta te  can be ob ta in ed  as t o t a l  p rodu ct ion

o f  th e  commodity in  th e  S ta te  net o f pre-m arket consum­

p t io n ,  p lu s  im ports  from  o th er  S t a t e s » A l t e r n a t i v e l y ,  

i t  can be ob ta in ed  as t o t a l  consumption o f th e  comm­

o d i t y  in  the  S t a t e ,  net o f  pre-m arket consumption, 

p lu s  e x p o r ts  t o  o th e r  S ta t e s .  The f i r s t  method may 

be c a l l e d  th e  ‘ p rod u ct ion s  method 1 and the second 

method, th e  ’ quant i t i e s -u s e d -u p  method1. We have 

employed both th e  methods t o  a r r i v e  a t a l t e r n a t i v e  

e s t im a te s  o f th e  t o t a l  market a r r i v a l  o f  p o ta to e s  in 

B ih a r  ̂

3/ G e n e ra l ly ,  th e  ' quant i t i e s -u s e d -u p '  method is  p re ­
f e r r e d  t o  th e  'p r o d u c t io n  method 1 as the  o f f i c i a l  
e s t im a tes  o f p rod u ct ion  a re  found t o  be in c o n s is t e n t .  
See Government o f  K e ra la  (1976) , Report o f  the  
Committee on Commodity T a x a t io n . However, we f in d  
th a t  th e  e s t im a te s  o f  t o t a l  market a r r i v a l  ob ta ined  
by p rodu ct ion  method are more c o n s is te n t  than those  
by th e  o th e r  method.
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2.18 The c a t  a on p rodu ction  have lyn;n ob ta ined  from  

o f f i c i a l  sou rces , The N a t ion a l Sample Survey (MSS) 

consumption da ta  are  used tc- e s t im a te  consumption.

Though p o ta to es  a re  used a ls o  in the  t e x t i l e  in d u s try ,  

and in th e  p rodu ct ion  o f chem ica ls  such as d e x t r in e ,  

g lu c o s e ,  a lc o h o l  and so on. the  q u a n t i t y  thus used is  

n e g l i g i b l e  and, by and l a r g e ,  i t  is  consumed as a fo od  

i tem . Of a l l  th e  NSS consumption surveys on ly  th e  

28th round (1973-74) g iv e s  the  commodity-wise b reak ­

up in  th e  d e t a i l  r e q u ir e d  by us» On the  b a s is  o f

th e  NSS d a ta ,  th e  per c a p i t a  annual consumption o f 

p o ta to e s  in  1973-74 works out t o  15 kgs in  the  r u r a l  

a reas  and 19.3 kgs in  th e  urban a reas  o f th e  S ta t e .

The t o t a l  consumption w ith in  th e  S ta te  in th a t  y e a r  is  

e s t im a ted  t o  be 922.3 thousand ton n es . The per c a p i t a  

consumption f i g u r e s  f o r  1973-74 are  assumed t o  h o ld  

a ls o  f o r  the  o th e r  y ea rs  under s tudy  and t o t a l  con­

sumption f i g u r e s  a re  es t im ated  f o r  th e  r e s t  o f  the  

y e a rs  ta k in g  in to  account the  p o p u la t ion  growth and 

th e  v a r i a t i o n s  in  th e  ru ra l-u rb an  p op u la t ion  r a t i o .

2 .19 As B ihar i s  in surp lus in  r e s p e c t  o f p o ta to e s ,  

im ports  are assumed t o  be n i l .  ' Pre-m arket consumption' 

i s  t h e  common d a ta  item  used in both the  methods o f 

e s t im a t in g  market a r r i v a l s .  Pre-m arket consumption 

com prises  ( i )  s e l f -con su m p tion  by th e  a g r i c u l tu r a l  

w orkers  engaged in  p o ta to  p rod u c t ion , and consumption 

e f f e c t e d  through non-market t r a n s a c t io n s  which ta k e  p la ce  

b e f o r e  th e  produce reaches  the w h o le s a le  m arkets ,

( i i )  th a t  p a rt  o f  th e  produce which is  r e ta in e d  f o r  

s e e d in g  purposes, and ( i i i )  v a r io u s  types  o f w astage
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and s to ra g e  lo s s e s .  For e s t im a t io n  purposes, th e  f i r s t  

component o f  pre-m arket consumption i s  in te rp r e t e d  

as th e  t o t a l  r u r a l  consumption o f  th e  surp lus p o ta to  

produ c ing  d i s t r i c t s .  The assumption behind th e  i n t e r ­

p r e t a t io n  i s  th a t  th e  p o ta to  consumption by th e  r u r a l  

p o p u la t io n  in  th e  su rp lus  producing r e g io n s  in  th e  

S ta t e  does not e n te r  th e  usual m arket ing  channels and 

thus cannot be in c lu ded  in  the  marketed su rp lu s .  The 

p rocedure  f o r  th e  e s t im a t io n  o f  t h i s  component o f  p r e -  

market consumption i s  as f o l l o w s :

2 .20  We have d i s t r i c t - w i s e  p rod u c t ion  f i g u r e s  f o r  

each y e a r .  We a l s o  have th e  d i s t r i c t - w i s e  ru r a l  pop­

u la t i o n  from  th e  census o f  1971. W ith th e  h e lp  o f  

NSS consumption f i g u r e s  f o r  the  S ta te  we cou ld  a r r i v e  

at th e  t o t a l  r u r a l  consumption f o r  each o f  the  d i s t r i c t  

and f o r  each o f  th e  y e a r s ,  u s in g  th e  e x t r a p o la te d  pecu­

l a t i o n  f i g u r e s .  Comparing the  p rod u c t ion  and consumption 

e s t im a te s  we cou ld  d e term in e  th e  's u r p lu s ’ d i s t r i c t s /  

and by adding t h e i r  r u r a l  consumption we cou ld  a r r i v e  

a t  th e  pre-m arket consumption net o f  s eed in g  and was­

t a g e .  We have exc luded  se l f -c on su m p tio n  in  th e  nou- 

su rp lu s  r e g io n s  f o r  th e  f o l l o w in g  rea son s . We do not 

have d i s t r i c t - w i s e  f i g u r e s  o f  c u l t i v a t o r s  and a g r i c u l t i r  

la b o u re rs  engaged in  p o ta to  c u l t i v a t i o n ,  which cou ld  

be m u l t ip l i e d  by r u r a l  per ca p ita ,  consumption in  o rd er  

t o  o b ta in  s e l f - c o n s u m p t io n .  We a l s o  t r i e d  t o  e s t im a te  

se lf-con su m p t ion  by a p p ly in g  th e  p ro p o r t io n  o f th e  

a re a  under p o ta to e s  in  th e  t o t a l  a rea  under c u l t i v a t i o n  

in  each d i s t r i c t ,  t o  the  number o f  c u l t i v a t o r s  in  th a t  

d i s t r i c t .  But we had s u f f i c i e n t  in d ic a t io n  about th e
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i n v a l i d i t y  o f  such astimat. js o f  s elf-con.sumot ion  when 

th e y  exceeded tn  .* p rodu ct ion  f i g u r e s  in some o f the  

d i s t r i c t s .  Thus we hod t o  dr or. th  e id 3 i o f  e s t im a t in g  

s e l f -c on su m p tion  f o r  the  non-surp lus d i s t r i c t s .  More­

o v e r ,  th e  p rod u ct ion  in those  d i s t r i c t s  is  a ls o  n e g l i g i ­

b l e .

2.21 The o th e r  two components o f the pre-market 

consumption, are a r r i v e d  a t as f o l l o w s

On the  b a s is  o f th e  in f  or mat i  Jn g iv en  t o  us by 

th e  P o ta to  Development O f f ic e /  ro u gh ly  10 t c  12 per 

cen t o f  th e  p o ta to e s  ar r e ta in e d  by the  fa rm ers  f o r  

s eed in g  purposes. On th e  b a s is  of our in te r v ie w s  w ith  

th e  c o ld  s to ra g e  owners in B ih a r s h a r i f  and c ro s s -c h e c k in g  

w ith  th e  Report on Cold S torage  In d u s try  (1976) by B ihar 

In d u s t r ia l  and T ec h n ic a l  Consult nc. O rgan isa t ion  (BITCO) , 

we d ec id ed  t o  c o n s id e r  s to rage  lo s s e s  t o  form  10 per 

c e n t .  Further / th e  lo s s e s  due t o  t r a n s p o r t a t io n ,  pack ing 

and o th e r  m is ce l la n eou s  lo s s e s  a re  taken  t o  be not 

more than 10 per c e n t . Thus, 3 2 per cent o f the  p ro ­
d u c t io n  is  added t o  the  t o t a l  ru r a l  consumption o f the  

su rp lus  p o ta to  p roducing  d is t r i c t s -  t o  a r r i v e  at e s t i ­

mates o f 'p re -m arke t  consum ption '.

2.22 Regard ing ex p o r ts  t o  the  o ther S ta t e s ,  th e r e  are 

no da ta  sources w h a tso eve r .  The s t a t i s t i c s  on r a i l  and 

r i v e r  borne t ra d e  do not con ta in  trie break-up a t the  

commodity l e v e l T h e  checkposts  data  a re  in com p le te .  

Thus we had t o  depend l a r g e l y  upon our own su rvey .

4/ Government o f B ihar (1976 ). B ihar St at i s t  i c a l  Hand 
Book pp. 192-194.
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The in fo rm a t ion  ob ta in ed  from th e  in te r v ie w s  is  v a r ie d  

and i t  puts th e  f i g u r e  between 20 per cen t and 40 per 

c^nt o f market a r r i v a l s .  To  c r o s s -c h e c k ,  we p rocessed  

th e  d a ta ,  a v a i l a b l e  w ith  the  Commercial Taxes D ep a r t­

ment, on th e  t ru ck s  p ass in g  through the  s i x  checkposts  

around B ih a r s h a r i f ,  namely, ( i )  H a t id ah , ( i i )  M asip ira '

( i i i )  D id a r g a n j , ( i v )  M ih ijam , ( v )  Korwa and ( v i )  Top­

chanch i. The p e r io d  f o r  which th e  d a ta  were a v a i la b le '  

d i f f e r e d  from  checkpost t o  ch eck p os t.  But, on th e  

w h o le ,  a rough e s t im a te  o f  th e  e x te n t  o f  e x p o r ts  t o  

o th e r  S ta te s  from  B ih a r s h a r i f  would range between 

25 and 30 per c e n t .  C on s id e r in g  th a t  B ih a r s h a r i f  is  

th e  b ig g e s t  market c a t e r in g  t o  th e  n e ighbou ring  S ta to r  

th e  p ro p o r t io n  o f  e x p o r ts  from  a l l  d i s t r i c t s  t o  tctr.,. 

k e ted  su rp lus in  th e  S ta te  would be much l e s s .  Th»..\ 

f o r e ,  we have approxim ated th e  e x p o r ts  t o  25 per c ~t 

o n ly .

2.23 To  c o n v e r t  th e  q u a n t i t y  f i g u r e  3 in to  va lu e  

te rm s , we used th e  average  o f  th e  w h o le s a le r s 1 monthly 

purchase p r ic e s  d u r in g  th e  busy season; th e  purchase 

p r i c e s  w ere a r r i v e d  at by d ed u c t in g  from  the v.’holssaJ.e 

p r i c e s ,  th e  w h o le s a le r s '  margin o f p r o f i t . ,  th e  pur chas 

tax  and th e  market f e e .  I t  would have; been id e a l  t o  

ta k e  th e  average  o f  monthly p r i c e s  w e igh ted  by the  

q u a n t i t y  o f  p o ta to e s  t ra n sa c ted  d u r in g  each month.

But da ta  on month ly t r a n s a c t io n s  a re  not a v a i l a b l e .  

S in ce  th e  p r i c e s  d u r in g  th e  p o ta to  soason tend t o  be 

lo w e r  and th e  quantum o f  t r a n s a c t io n s  h ig h e r ,  th e  

s im p le  a verage  o f  th e  p r ic e s  d u r in g  th e  seasona l month 

a lon e  is  bound t o  be l e s s  than th e  W3ighted average
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p r i c e  f o r  the w hole  ye -;r » T r io  nak ,3 the p o ten t  i a l  

t a x  revenue w rk a .  cut joy u.s ■S':1 mew hat an u n d eres t im a te .

5 - Estim ates  o f  P o t e n t i a l - l a x  Reyerr.e end the Extent 
of  Evasion/Avoidance by D :- f f  ers.V: Methods

2.24 The e s t im a te s  o f t o t a l  market' a r r i v a l  ( t a x  

b a se )  o f p o ta to e s  in B ihar by both the  ' p rodu ct ion  

method' and th e  ' q u a n t i t i e s - u s ^ d - u p '•method a re  p re ­

sen ted  in T a b le  A 8.6 .11. The estimates by th e  two 

methods do not q u i t e  agree w ith  each o th e r .  The method 

o f  summing the  q u a n t i t i e s  used-up g ives  e s t im a te s  which 

a re  n e a r ly  double o f those  ob ta in ed  by th e  p rodu ct ion  

method. But th e  e s t im a tes  ob ta in ed  by th e  p rodu ct ion  

method seem t o  t a l l y  w ith  th a t  o f  the  P r o je c t  Report

on the  Development of Markets in  B ihar (1971) by the  

Department o f A g r i c u l tu r e .  The es t im ated  marketed 

su rp lus  f o r  th e  year  1972-73 a cco rd in g  t o  th e  produc­

t i o n  method is  218.4 thousand tonnes whereas the  t o t a l  

market a r r i v a l  a cco rd in g  t o  the  above r e p o r t  is  259 

thousand tonnes. A l lo w in g  f o r  interrnarkot movements, 

i t  i s  around 209 thous nd to n n e s , which comes v e r y  

near our e s t ir ra te -

2.25 Thus, the  f i g u r e s  ob ta in ed  by the  quant i t i e s -  

used*>up method seem t o  be o v e re s t im a te s  t o  some e x te n t ;  

t h i s  lea d s  us t o  suspect th a t  th e  NSS consumption 

f i g u r e s  are  b ia sed  towards the  h igh e r  s id e  and t h e r e fo r e  

cannot be r e l i e d  upon- However, we have r e ta in e d  the 

NSS per c a p i ta  consumption e s t im a te s  f o r  computing

th e  f i r s t  component o f th e  pre-m arket consumption 

on th e  assumption th a t  th e  per c a p i t a  p o ta to  consum­

p t io n  in p o ta to  su rp lus r e g io n s  i s  h ig h e r  than th a t
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2 .26  The e s t im a te s  o f t a x  p o t e n t i a l  f o r  p o ta to e s  

?nd th e  d i f f e r e n c e  between the  a c tu a l  and p o t e n t ia l  

t a x  revenue us ing  th e  market a r r i v a l  f i g u r e s  ob ta in ed  

by p rod u ct ion  method are p resen ted  in T a b le  A 8 .6 .1 2 .

The average  p o t e n t i a l  ta x  revenue f o r  the  f i v e  y ea rs  

1971-72 t o  1975-76 comes t o  Rs.17 .1  la k h .  The index 

o f  r e a l i s a t i o n  o f p o t e n t ia l  ob ta in ed  as the  r a t i o  o f  

a c tu a l  t a x  revenue t o  p o t e n t ia l  t a x  revenue shows th a t  

th e  maximum r e a l i s a t i o n  by the  S ta te  Commercial Taxes 

Department was in  1972-73, when ap p rox im a te ly  30 per 

cen t o f  th e  p o t e n t ia l  was c o l l e c t e d . T h e r e a f t e r ,  th e re  

was a c o n s is t e n t  d e c l in e  in th e  index o f r e a l i s a t i o n

o f  p o t e n t ia l  which came down t o  8 por cen t in  1975-76, 

th e  l a t e s t  year f o r  which da ta  a re  a v a i l a b l e .  C on s ider­

in g  th a t  we had used a r a th e r  low p r ic e  l e v e l  t o  work 

out th e  •.ax base in  va lu e  term s, the  ta x  p o t e n t ia l  

used is  a s l i g h t  underestim ate and hence th e  t a x  r e a l i ­

s a t io n  index is  in  f a c t  an ov i r - e s t  imat e .

2.27 Our d is c u s s io n s  w ith  th e  o f f i c i a l s  of the  Comm­

e r c i a l  Taxes Department and o th e r  know ledgeab le  persons 

r e v e a le d  th a t  one o f  the  two most comrronly used methods 

o f  t a x  e va s io n  is  t h e  p r a c t ic e  o f su ppress ing  th e  t r a n ­

s a c t io n s  by th e  owners o f co ld  s to ra g e  p la n ts .  Most

o f  th e  owners o f c o ld  s to ra g e  p la n t s ,  in p r a c t i c e ,  

a c t  as commission agen ts  or w h o le s a le r s  buying th e  

p o ta to e s  from  th e  fa rm ers  and s e l l i n g  t o  t r a d e r s  

coming from  the o th e r  S ta te s .  But on r e c o rd s  i t  would 

be shown th a t  th e  commodity was s to re d  by the  fa rm ers  

th em se lves  and so ld  t o  th e  - ra d e rs  coming from  o th e r  

S ta t e s ,  w ith ou t any in te rm e d ia r ie s .  Making th e  extreme

in  th e  o th e r  r e g io n s .
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c o ld  s t o r a g e ,  or e x p o r t  .d t o  o th e r  S ta t e s ,  w h ichever 

i s  l e s s ,  i s  esc  raping th e  purchase tax  or CST th e  max­

imum lo s s  o f revenue dus t o  t h i s  p r a c t i c e  o f  e va s io n  

works out t o  be Rs.33 lakh on the  average  du ring  

1971-72 t o  1975-76.

2.28 The second method o f  avo idance is  by under­

v a lu a t io n  o f tu rn ove r  by t r a d e r s  f o r  ta x  purposes. To 

have an idea  o f th e  e x te n t  o f  under in v o ic in g  we c a r r i e d  

out th e  f o l l o w in g  e x e r c i s e .  We took  the  w h o le s a le  p r ic e  

d u r in g  th e  season o f  November 1977 t o  January 1978

as Rs.93.88 per q u in t a l .  As the  purchase p r ic e  i s  n e a r ly  

88 per cen t o f the w h o le s a le  p r ic e  (s e e  T a b le  A 8 . 6 . 7 ) ,  

th e  co rresp on d in o  purchase p r ic e  would be Rs.84 per 

q u i n t a l . But th e  im p l i c i t  p r ic e  obta ined  from  p ro c e ­

s s in g  th e  checkpost da ta  works out t o  be on ly  R s .27 

per q u in ta l  on the  a ve rag e .  Thus, th e  va lu e  o f  p o ta to e s  

d e c la r e d  f o r  ta x  purposes would be on ly  32.1 per cen t  

o f  th e  va lu e  at th e  w h o le s a le  purchase p r i c e s .  Assuming 

th a t  t h i s  magnitude o f p r i c e  u n d e r rep o r t in g  is  th e  

maximum f o r  th e  yc.ir.~s under study we es t im ated  th e  

lo s s  o f revenue a t R s .66-12 lakh on the  a ve rag e .  The 

l o s s  o f  revenue due t o  o th er  methods o f eva s ion  i s  e s t i ­

mated t o  be Rs.11.3 lak h . The j? t  imate o f  e x ten t  o f eva ­

s io n  by each method i s  p resen ted  in T a b le  A 3 .6 .1 3 .

2.29 We a ls o  attem pted t o  ga th er  through our 

in t e r v ie w s ,  in fo rm a t ion  r e g a rd in g  the  s h i f t i n g  o f  the  

purchase ta x .  The m a jo r i t y  o f th ose  in te rv iew ed  sub­

s c r ib e d  t o  the v iew  th a t  th e  ta x  was not always s h i f t e d  

f  o rw a rd .



I I I .  AUTOMOBILE PARTS

1. Scope and Plan o f  the  Study

3.1 The o r i g i n s  o f  the  automobi le  awe i t s  a n c i ­

l l a r y  t r a d e  in In d ia  go as f a r  back as 1911 S ince

then  i t  has made r a p id  p ro g re s s ,  e s p e c i a l l y  du r in g  

th e  l a s t  two decades .  There  are at. p resen t  about t e n  

thousand d e a l e r s  a l l  over  th e  c o u n t ry ,  engaged in  the  

t r a d e  and t r a n s p o r t  o f  automobile  spares ,  who p r o v id e  

th e  l i n k  between a thousand manufacturers  ard about 

25 lakh consumers. The t o t a l  tu rn o v e r  o f  t h - s  t r a d e  

in th e  coun try  i s  around Rs.400 c r o r e .

3 .2  The unique f e a t u r e  of au to -spa res  t ra d e  i s

th a t  i t  in v o l v e s  o ve r  f i v e  hundred typ es  o f  components.

Of t h e s e ,  th e r e  are  about 30 f a s t m o v i i g  components

and th e se  can be grouped under s i x  needs: a )  eng ine  

p a r t s ,  b )  e l e c t r i c a l  p a r t s ,  c )  d r ive . ,  t ransm iss ion  

and s t e e r i n g  p a r t s ,  d )  suspension and b rak ing  p a r t s ,  

e )  equipment a d  £ }  o th e r  p a r t s .  We have exc luded 

from our s tudy t y r e s  and tu bes ,  as t h i s e  are  not in ­

cluded under the  i tem  'motor p a r t s '  f o r  s a le s  t a x  

purposes in B ihar .

3.3 Most o f  th e  in fo rm a t ion  r e q u i r e d  by our study 

has been c o l l e c t e d  through a market survey conducted 

in  Patna, c o v e r in g  th e  motor p a r t s  d e a l e r s ,  owners

o f  ga rages  and o th e r  knowledgeable  p eo p le .  We have 

a l s o  made use o f  secondary data  in  r e p o r t s  pub l ished  

by A l l  In d ia  Automobile  A n c i l l a r y  In d u s t r i e s  A s s o c ia t i o n  

(A IAA IA )  , F e d e ra t io n  o f  A l l  In d ia  Automobile  Spare
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Par ̂ s D e a l e r s ’ r-;? :\v■> atxons ( f a i s FLv-!■ , and Patna Auto -  

p a r ts  D e a le r s '  A s s o c ia t i o n  (PACA).

3.*± As Part I I ,  t h i s  ; a r t  is  a l s o  d i v id e d  in to

fo u r  s e c t i o n s .  Sect i o r  2 o u t l in e s  th e  pr: educt ion  s t r ­

ucture  o f  automobile  t a r t s  in Indi.. id j ' o  r e l a t i v e  

p o s i t i o n  o f  B ihar as' compar 3d t o  t;. ; oth : S t- . tes .  

S e c t io n  3 d ea ls  w i th  tho  market ing sy s tc  rs p r e v a i l i n g  

in  th e  S ta t e  i o r  the  commodity - The methodology f o r  

o s t i a ,a t in g  the  t o t a i  consumption or a u to -p a r ts  is  e x ­

p la in ed  and the  r e s u l t s  are presented  in Sect ion  4. 

F i n a l l y ,  in  s e c t i o n  5, a b r i e f  r . jv iew o f  the  sa le s  

t a x  s t r u c tu r e  on a u to -p a r ts  is  p resen ted  and the  e s t i ­

mates o f  t a x  p o t e n t i a l  ar :t present  ad a lon g  w i th  the  

p o s s ib l e  evas ion  m i t  hods

2 .  ' F r . ; ^ c r _ i o n

3 .5 ? r, P iP ^ r ,  the  product ior. o f  r-ito- par ts  is

negJxc irJe .  ' i r e  domestic  dernana is  I r r g e l y  met by 

su p p l i e s  ou ts id e  th e  S ta t e .  < s such, th e  genera l

prc.eocvio ; :  .e i ' i ' c * " ”" : p r e v a i l i n g  in tha country  as a 

whole  has a b ea r in g  on the  systems of d i s t r i b u t i o n  

w ' t h i n  th e  S ta t e ,  Hence a b r i e f  o u t l i n e  o f  the  produ­

c t  ion s t ru c tu r e  o f  a u to -p a r t s  p r e v a i l i n g  in the  cou n try  

as a who le  i s  g iv en  be low .

3 ,6  The v a lu e  o f  t c t a l  p roduct ion  o f  automobile

components and parts  in In d ia  in 1978 i s  of th e  o rder  

o f  Rs.453 c r o r e .  P roduct ion  has more than doubled 

s in ce  th e  beg inn ing  o f  t h i s  decade (Tab le  A 8 . 6 . 1 4 ) .  

Approx im ate ly  60 per cen t  (Rs.286.4 c r o r e )  o f  the 

p rodu c t ion  o f  a u to -p a r t s  i s  in the  l a r g e - s c a l e  s e c t o r ,
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and th e  r e s t  in the  s m a l l - s c a l e  s e c t o r ,  ^here  e re  about 

900 manufactur ing  u n i t s  in the  o rgan ised  t e e t e r  w i th  

rou gh ly  t w o - t h i r d s  o f  the  t o t a l  l i c e n s e d  c a p a c i t y .

3.7 The p roduct ion  o f  au to -spa res  i;i i s  con­

c e n t ra t e d  around the  m e t r o p o l i t a n  c i t i e s  such as Bombay,

Madras, D e lh i ,  Banga lo re  and Hyderabad. The major 

producing  S ta t e s  a re  Maharashtra,  Tamil  h'edu , Punjab,

Haryana, Karnataka, Andhra Pradesh and West Bengal .

The Union T e r r i t o r y  o f  D e lh i  a l s o  i s  among th^ major 

produc ing  a rea s .  The r e l a t i v e  shares o f  -no m e t r o p o l i t a n  

areas  in i n s t a l l e d  c a p a c i t y  are  g i v e n  in Tab' . ^ 8 . 6 .1 5 .  Bombay, 

a lon g  w i th  i t s  suburbs and w i th  ne ighbour ing  towns such 

as Pune, Nasik  and Ko lhapur,  dominates the  pi educt ion  

o f  a u to - s p a r e s ,  w i th  a share o f  34 per  cent  of the  capa­

c i t y .  The Madras-Coimbatore complex c l o s e l y  f o l l o w s  w i th  

a share o f  30 per c e n t .  Thus, two t h i r d s  o f  the  c a p a c i t y  

i s  concen tra ted  in th e se  two in d u s t r i a l  complexes .  The 

rem a in ing  one t h i r d  i s  shared by the  o th e r  r e g i o n s '  the  

D e lh i -F a r i c a b a d  complex (9 per c e r . t ) ,  the  Banga.1 ore-Mysore 
complex (6 per c e n t ) ,  Hyderabad (5 per c~n t '1, C a lcu t ta  

(6  per c e n t ) ,  Punjab (4 per c e n t ) .  Ahm^oabad (4 per c e n t )  

and Jamshedpur ( l  per c e n t ) .

3.8 A d i s t i n c t i o n  can be made be-cw th r e e  t yp e s  

o f  p rodu c t ion  in  the  o rgan ised  a u t o - a n c i l l a r y  s e c to r ;

a )  p rod u c t ion  by the  manufacturers th e m se lv e s ,  b )  p ro ­

d u c t ion  by o r i g i n a l  equipment ( 0 .E . )  con trac to rs , ,  and 

c )  p rod u c t ion  o f  components'-by o th e r s .  There  are  n ine 

major producers  o f  automob i les  in I n d i a .  They are :  a )  •

T a ta  E n g in e e r in g  and Locom ot ive  Co. (TELCO), b) Hindustan 

M o to rs ,  c )  Premier Au tom ob i le s ,  d) Ashok Ley land ,
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e )  Mahincra arid Mahindra, p ) Jneio.l.d . *v. .;a .. g )  Baja j  

Tempo, h )  3 a j a j  j-uiio, and i )  vcanci. rd ?'iotor Products 

Co.. Trough th ese  manufacturers or.cuia mosc of the  

a n c i l l a r y  components r e q u i r e d  by then frcen the  O .E . 

s u p p l i e r s ,  th ey  a l s o  produce c e r t a in  components r e ­

qu i red  by the v e h i c l e s  manufactured by them. For 

example,  TELCO produces approx im ate ly  20 per cent  o f  

th e  a n c i l l a r y  pa r ts  r e q u i r e d  by the  buses manufactured 

by them; but i t  buys about 45 per cen t  o f  the  a n c i l l a r y  

components on O.E. c o n t r a c t s . ^

3-9 B es ides  th ese  two types  o f  p roducers ,  th e r e

are  a h os t  o f  o ther  producers m ost ly  in the  s m a l l - s c a l e  

s e c t o r .  There are o ve r  6000 un its  in th e  s m a l l - s c a l e  

s e c t o r .  The s m a l l - s c a l e  s e c to r  fu n c t i o n s  on a two-  

t i e r  b a s i s 2 one manufacturing the  complete  pa r ts  inde ­

p en d en t ly ,  and the second a c t in g  as su b -co n tra c to r s  t o  the  

component assem blers .  The va lu e  o f  p roduct ion  by the  

s m a l l - s c a l e  in d u s t ry  is  es t im ated  t o  be around Rs.150 

c r o r e  in 1978. The r e l a t i v e  share's in the  product ion  

o f  a u t o - a n c i l l a r y  components of the  above th r e e  typ es  

o f  p roducers  a re  approx im ate ly  10 per  c e n t ,  50 per cen t  

and 40 per c e n t ,  r e s p e c t i v e l y .

3.10 The p roduct ion  o f  automobile  spares in B ihar

is  q u i t e  small• The o n ly  l a r g e - s c a l e  un it  in  the  S ta t e  

i s  TELCO at Jamshedpur. TELCO is  one o f  the two producers

5/ The government of In d ia  has s p e c i f i e d  the  a u to -p a r t s  
which are t o  be manufactured by th e  v e h i c l e  p roducers  
and those  by the  O.E. s u p p l i e r s .
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of heavy  end medium v e h i c l e s  in  the  c o u n t r y . ^  As a 

par t  o f  the  p rodu c t ion  o f  v e h i c l e s ,  i t  a l s o  produces 

some spare  components r e q u i r e d  f o r  i t s  v e h i c l e s  and 

su p p l ie s  th e  o r i g i n a l  spare pa r ts  f c r  rep lacement  t o  

i t s  customers .  I t s  most important s i n g l e  customer 

in  B ihar  i s  t h e  B ihar  S ta t e  Road Transport  C o rp o ra t io n .

The v a lu e  o f  spares  produced by TELCO i s  of the  o rde r  

o f  Rs.15 c r o r e  in  1978.

3.11 R e c e n t l y  some small  s c a l e  u n i t s  have come up 

around Patna, Ranchi and Jamshedpur, producing  auto 

le a d  s p r in g s ,  lamp a ssem b l i e s ,  au to ja ck s  and rubber 

components. The major producers  o f  l e a f  sp r ings  a re

i )  P e r f e c t  Auto S p r in g s ,  Singhbhum iA ) Bombay E n g in ee r in g  

Works, G i r i d i h ,  and i i i )  Sharma B r o s . ,  Hazar ibagh .

Among the  o the r  p a r ts  th a t  a re  b e in g  produced w i th in  

th e  S ta t e  are s t e e l  hubs, hub b o l t s ,  tube ends, b e a r in g s ,  

p i s t o n  r i n g s ,  brushes and g rease  n ip p l e s .  Units  in 

Ad i tyapu r  In d u s t r i a l  Es ta te  in Patna manufacture some 

rubber moulded p a r ts  m a in ly  as O.E. S u p p l ie r s  t o  TELCO.

A l l  in a l l ,  th e  p rod u c t ion  w i th in  th e  St a te  i s  n e g l i g i b l e  

in r e l a t i o n  t o  demand in  th e  S ta te  and comes nowhere 

near m ee t ing  i t .  Tt ius, the  S ta te  has t o  import aut.o- 

spares  from o the r  S ta t e s  in l a r g e  q u a n t i t i e s .

3* The Motor Pa r ts  D i s t r i b u t i o n  System in B ihar

3.12 S ince  the  au tospares  industry  i s  in the  o rgan ised  

s e c t o r ,  as f a r  as th e  l a r g e - s c a l e / e s t a b l i s h e d  u n i t s  are  

concerned ,  th e  m arket ing  system is  w e l l  o r g a n is e d , the

6/ The o th e r  producer i s  Ashok Ley land  at  Madras.
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t rac  j channels  are w e l l  i d e n t i f i e d  and they  are  more 

or l e s s  uniform throughout the  country.. The product 

i s  marketed through zona l  d i s t r i b u t o r s  or s t o c k i s t s  

appo in ted  by th e  manufacturers ,  who in turn  d i s t r i b u t e  

the  products  through the  w h o le s a l e r s  and o ther  r e g i s ­

t e r e d  d e a l e r s .  The m arket ing  ana d i s t r i b u t i o n  system 

f o r  th e  products  o f  th e  s m a l l - s c a le  in d u s t ry  is  

r e l a t i v e l y  unorganised and the  channels are not e a s i l y  

t r a c e a b l e .  The s m a l l - s c a l e  manufacturers  normally  

o p e ra te  through the  w h o le s a l e r s  and r e t a i l e r s ,  r e g i s ­

t e r e d  as w e l l  as u n r e g i s t e r e d .

3.13 The w h o le sa le  d e a l e r s  in a u to -p a r t s  are  con­

c e n t r a t e d  in the  major c i t i e s  and towns in B ih a r .  But 

th e  main s t o c k i s t s  or zonal d i s t r i b u t o r s  opera te  from 

C a l c u t t a .  Some are a l s o  s ta t io n e d  at Patna, Ranchi and 

Jamshedpur. Thus, about 50 per cent  o f  the  su p p l ie s  

come from  Bombay and Madras through C a lc u t ta .  The r e s t  

o f  th e  s u p p l ie s  coming from Punjab, D e lh i ,  Hyderabad, 

e t c . ,  a re  d i s t r i b u t e d  by the- s t o c k i s t s  s ta t io n e d  at 

Pa tna ,  Ranchi and Jamshedpur.

3.14 About 60 per cant o f  the a u to -p a r t s  are  t r a n ­

spor ted  through t ru cks  and th$ r e s t  by r a i lw a y s .  Truck 

t r a n s p o r t  i s  p r e f e r r e d  t o  r a i l  t r a n s p o r t  though the  

c o s t  o f  t ru ck  t r a n s p o r t  is  approx im ate ly  double  th a t

o f  r a i l  t r a n s p o r t .  T h is  is  because where the  r a i lw a y s  

take  more than a month or two ,  the  road  t ra n sp o r t  

a g en c ie s  take  about two t o  th ree  weeks t o  t r a n s p o r t  

the  g o o d s . On an a v e r a g e , the  t r a n s p o r t  c o s t  adds 

5 per cen t  t o  the  p r i c e .
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3 . ] o  The p r i c e s  o f  c u to -par t  s era  normal ly  f i x e d  

by manufacturers  or th e  agents appo inted  by them. The 

p r i c e s  f i x e d  by the  manufacturers  inc lude  the  e x c i s e  

d u t i e s  but exc lude  th e  s a l e s  t a x e s ,  and o ther  l o c a l  

t a x e s .  P r i o r  t o  1975 th e  t o t a l  d is cou n t  'a th e  1 i s  ted. 

p r i c e ,  normal ly  a l lowed  t o  th e  s t o c k i s t s ,  - a r i e d  from 

10 t o  30 per  cent  in B ih a r ,  and was shared among th e  

s t o c k i s t s  and the  subsequent d ea l  e ra  r c c e  tit y e a i s ,

e s p e c i a l l y  a f t e r  1975, t h e r e  have been marked changes 

in  d e a l e r s '  d i s c o u n ts .  D i s t r i b u t o r s  cou.plaiaed that  

t h e i r  margin  o f  p r o f i t  had come down from 1C t o  7 per

cent in  r e c e n t  y e a r s .  The w h o le sa le  d e a l e r a  a l s o

in s i s t e d  on h ig h e r  shares  o f  d iscoun t  as they  have 

t o  supp ly  goods t o  th e  r e t a i l o r s  on c reo . i t  f o r  a 

p e r i o d  ra n g in g  from two t o  th r e e  months,, w h i le  d i s ­

t r i b u t o r s  nov/ i n s i s t  on immed.'ate c a a  payment aga in s t  

d e l i v e r y ,  or grant c r e d i t  onl_ f o r  a a.hert p e r io d  of 

7 t o  10 days .  As a r e s u l t  o f  tie r e v i s i o n s  at  v a r io u s  

l e v e l s  aha t o t a l  d is cou n t  iov v a r i e e  from 15 t o  45

per c e n t .  The average  mark-up on th e  or ic e s  o f  au to ­

pa r ts  in Bihe." a; a o t a i l e d  in ‘ Tab] a A 8 .6 ,1 5 .

3.16 The va r io u s  components o f  p r i c e  are computed 

on tn e  assumption th a t  th e  l i s t  p r i c a  ( e x c lu s i v e  o f  

CST) i s  Rs.100. The t o t a l  in c rea se  .a Rs .71 .?3 and 

the  r e t a i l  p r i c e  th e  consumer has t o  pay is  about 144 

per  cen t  h ig h e r  than th e  eoc-faotory c o s t °  out o f  which 

ap p rox im a te ly  77 per cen t  is  due t o  th e  ta x e s  and th e  

rem a in ing  67 per  cen t  i s  due t o  d iscou n t  granted and 

t r a n s p o r t  c o s t s .
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T a b le  A ' .6 .15  

P r i c e mark  up of auto  components in B ih a r ,  1978

1. Tha ax- f  act or  y p r i c e  b e f o r e  C entra l  e x c is e  Rs.49.58

2. add C en tra l  e x c is e  21% R s .60.00

3. add d is cou n ts  of t r a d e r s ,  40% Rs.100.00

i )  S t o c k i s t s '  Commission 15%

i i )  W h o lesa le rs '  Commission 13% 

i i i )  R e t a i l e r s '  Commission 17% 

i v )  T ranspor t  c o s t  on average  5%

4. add i n t e r - S t a t e  s a l e s  tax  4% Rs.104.00

5. add O c t r o i  and l o c a l  t cxas  3% Rs.107.00

6. add B ihar  Sa les  r"ax ( f i r s t  p o in t )  13% Rs.120.91

3.17 In  r e c e n t  years  the  t r a d e  in motor pa r ts  in 

B ihar  has undergone some changes. The market e x p e r i e n ­

ced a slump during th e  p e r iod  1974-77, and cho volume 

of  bus iness  co n t ra c te d  by 20 t o  2 5 per c .p ± . P r i o r  

t o  1974, c e r t a i n  fn s tm ov ing  items such as th in w a l l  

b e a r in g s ,  p i s t o n s ,  eng ine  v a l v e s ,  p i s t o n  r in g s  e t c . ,  

were s o ld  at p r i c e s  which were h ighe*  by 10 t o  30 

per cen t  than the  l i s t  p r i c e  owing c.o t h e i r  short  

supp ly .  During the  slump p e r io d  th ese  shor tages  v i r ­

t u a l l y  d isappeared  and many a t ime thee..; items were 

so ld  a t  p r i c e s  much lower  than the l i s t  p r i c e s .  The 

most important f a c t o r  r e s p o n s ib l e  f o r  the d ep ress ion  

d u r in g  1974-77 seems t o  be the  o i l  p r i c  : h ik e .  The 

h ig h e r  p e t r o l  and d i e s e l  co s ts  led t o  c o n t r a c t i o n  

in  th e  demand f o r  automob i les  and consequ en t ly  con-
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t r a c t i o n  in  the  demand f o r  s p a r e s . 5 u r t h e r , th e  r i s e

in th e  o i l  p r i c e s  a l s o  prompted th e  v e h i c l e  owners 

t o  use t h e i r  v e h i c l e s  c a r e f u l l y  and us^ th e  spares 

as l o n g  as th ey  cou ld ,  almost, t i l l  th e  v e h i c l e s  came 

t o  a s t a n d s t i l l  so t o  speak.. However, v. m du r in g  

th e  slump p e r io d  the  p r i c e s  o f  auto..spares r o s e  by 

15 t o  30 per  c en t .  W h i le  th e  manufacturers m a r g in a l l y  

r a i s e d  th e  p r i c e s  on a few  i tem s ,  a l a r g e  p ro p o r t io n  

o f  th e  p r i c e  .raise cou ld  be a t t r i b u t e d  t o  the  r i s e  

in  th e  t a x  r a t e s .

3.18 A f t e r  1 9 1 1 , th e  market started, showing some 

t e n d e n c ie s  o f  r e v i v a l .  A good number o f  items are  

now b e in g  so ld  at th e  l i s t e d  p r i c e s ,  However, the  

r e v i v a l  does not seem t o  be s t rong  enough. The reasons  

th a t  can be aaer ibu ted  t o  t h i s  are c^ncx-ming power 

shor tages  and labour  u n r e s t . As a r e s u l t  o f  these  

b o t t l e n e c k s  che p rodu c t ion  o f  au tom ob i les  has been 

a f f e c t e d  and a good part  o f  the  0,e . Supply has been 

d i r e c t e d  t o  the  rep lacement market.  S ince  the  market 

i s  a l r e a d y  f l o o d e d  w iL a  a steady f l o w  or goods,  the  

d i v e r s i o n  o f  O.E. S u p p l ie s  has fu r t h e r  dampened the  

hopos o f  r e v i v a l . - ^

3.19 Another f o rm id a b le  problem b e in g  f a c e d  by the  

motor p a r t s  t r a d e  i s  "spur ious  p a r t s " .  The spur ious 

pa r ts  g i v e  r i s e  t o  unhealthy c o m p e t i t i o n ,  as those  

d e a l in a  in  them do not pay e x c i s e ,  s a l e s  t a x ,  e t c .

I t  i s  r e p o r t e d  th a t  th e  share o f  spur ious and low

7/ T h is  i s  the  s i t u a t i o n  as o f  1977-78-
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q u a l i t y  p a r t -  ' cooi  r;to f  ,.<r t ;  t o  4 a par cant of the  

t o t a l  t ra c !a in a u to -p a r t s ,

4 • Dam a nd_ f  or motor pai *ts_ 1 a.£

3.20 l a  t h i s  s e c t i o n ,  an attempt i s  made t o  e s t i ­

mate tha  consumption o f  automobile  spares  in tha 

S ta t e .  Mention may be mada in t h i s  connec t ion  of

a r e c e n t  market survey  conduct ad by tha Nat iona l  

P r o d u c t i v i t y  Council  (NPC) t o  a s f 'm a ta  th e  t o t a l  

demand f o r  autospares in the  S ta re  f o r  the  year  1977 

and t o  make p r o j e c t i o n s  f o r  th e  next f i v e  yeeirs»

The NPC conducted a s ta te - v ; id e  survey o f  about thou­

sand re sponden ts .  The respondents c o n s is t e d  o f  

automobi le  owners, d e a l e r s  in spars p a r t s ,  and owners 

o f  garages  in B ih a r .  The demand was es t im ated  f o r  

about 23 fa s tm ov in g  spare p a r t s ,  w i th  the  h e lp  of 

th e  tu rn ove r  f i g u r e s  ob ta ined  from the  au to -p a r ts  

d e a l e r s  and the in fo rm a t ion  p rov ided  by the  A IA A IA .

The t o t a l  demand f o r  the  23 items was 2 st imated  t o  

be around Rs.89 lakh in  1978.

3.21 Apart  from the  f a c t  th a t  th e  NPC survey was 

co n f in e d  t o  o n ly  23 spare p a r t s ,  t h e i r  demand e s t i ­

mation h e a v i l y  leaned upon the  tu rnove r  f i g u r e s  of 

th e  d e a l e r s  in au tospares .  I t  i s  an open s e c r e t  th a t  

th e s e  tu rn ove r  f i g u r e s  a re  u n d e r - r ep o r ted ,  and hence 

th e  demand f i g u r e s  based on tha tu rn ove r  f i g u r e s  are  

bound t o  be under -es t im a tas .  Fu r ther ,  the  p r o j e c t i o n s  

made by NPC were on the assumption o f  5 per cent  

annual growth in demand f o r  a u to -p a r t s .  But no 

s p e c i f i c  reason  was g iv en  f o r  us ing  the  5 per cent
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growth r a t e .  In  f a c t ,  th e  major f a c t o r  d e te rm in in g  

th e  demand f o r  a u t o - s p a r e s , namely, the  growth of 

v e h i c l e  p o p u la t i o n ,  i s  around 9 per cen t  per annum.

The growth r a t e  has been f a i r l y  s t a b l e  d u r in g  the  

l a s t  seven y e a r s .  In  v iew  o f  the  above ,  we have t r i e d  

t o  independen t ly  e s t im a te  the  t o t a l  consumption o f  

autospares  in the  S ta t e .

3.22 The t o t a l  demand f o r  automobi le  p a r ts  in any 

r e g i o n  depends on (a )  th e  v e h i c l e  p o p u la t io n ,  both 

i t s  s i z e  and com pos i t ion  and (b )  the  per v e h i c l e  con­

sumption o f  autopartso  Hence, th e se  two must be e s t i -  

mated.

a ) V e h i c l e  p o p u la t io n  in  B ihar  The number

o f  v e h i c l e s  on road in B ih a r ,  in c reased  from 76 thou­

sand in 1970-^1 t o  141 thousand in  1977-78. The 

v e h i c l e  p o p u la t io n  in B ihar  fo rm s - ro u gh ly  5 per cent  

o f  the  a l l - I n d i a  v e h i c l e  p opu la t ion  (Tab le  A 8 - 6 . 1 6 ) .

The com pos i t ion  by d i f f e r e n t  t yp e s  o f  v e h i c l e s  is  

g i v e n  in T a b le  A 8 .6 .17-  Commercial heavy v e h i c l e s  

fo rm  about 16 per c^nt , small  c a r s ,  j e ep s  and motor 

c a r s  fo rm  about 30 per c e n t ,  two and th r e e  w hee le rs  

fo rm  about 40 per cent and the  r e s t  o f  14 per cent, i s  

accounted f o r  by ' o t h e r s '  . The com pos i t ion  has remained 

more or l e s s  the  same d u r in g  the se^er. y ea rs  irom 

1971-72 t o  1977-78.

b ) The per v e h i c l e  consumption o f  au toparts  

The annual average  per  v e h i c l e  consumption o f  au toparts  

f o r  buses owned by th e  B ihar  S ta t e  Road T ranspor t  

C o rp o ra t io n  (BSRTC) i s  a v a i l a b l e  fror,, the . .r  Annual



-214 -

Reports  and Budgets, (T a b le  A 8 .6 .1 3 )  The BSRTC owns 

more than one t h i r d  o f  th e  t o t a l  number o f  buses in 

th e  S t a t e .  As such, t h e i r  per v e h i c l e  consumption 

f i g u r e s  can be taken t o  h o ld  good f o r  a l l  the  buses 

in the  S t a t e .

3.23 F u r th e r ,  we ob ta in ed  through our market su rv ey ,  

in fo rm a t ion  f o r  d i f f e r e n t  t y p e s  o f  v e h i c l e s ,  on how 

f r e q u e n t l y  s ev en ty  odd fa s tm ov in g  spares needed t o

be r e p la c e d  on th e  a ve rag e .  Out o f  th e  seven ty  i tems,  

about f o r t y  are  r e a l l y  fa s tm o v in g ,  the  r e s t  t h i r t y  

a re  somewhat l e s s  fa s tm ov in g ;  th a t  i s ,  t h e i r  r e p l a ­

cement p e r i o d  i s  around s i x  t o  t en  y e a r s .  Using 

t h i s  in fo rm a t ion  o f  i t em -w ise  rep lacement f r eq u e n cy ,  

we computed the  average  annual per v e h i c l e  consumption 

o f  d i f f e r e n t  items f o r  d i f f e r e n t - t y p e s  o f  v e h i c l e s  

(Tab le  A 8 . 6 . 1 9 ) .

3 .24 To  conve r t  the  per v e h i c l e  consumption of 

each i tem in t o  v a lu e  terms we a l s o  c o l l e c t e d  i n f o r ­

mation on the  cu rren t  r e t a i l  market p r i c e  o f  each o f  

th e  fa s tm o v in g  items and by t yp e  o f  v e h i c l e s  (Tab le  

A 8 . 6 . 2 0 ) .  Wherever we cou ld  not ge t  adequate p r i c e  

in fo rm a t ion  through our survey we ob ta ined  the  average  

e x - f a c t o r y  p r i c e s  from the  product ion  data  publ ished 

by AIAAIA in  t h e i r  books; and marked them upto th e  

r e t a i l  p r i c e  l e v e l  us ing  the  genera l  p r i c e  mark-up 

in fo rm a t ion  g i v e n  e a r l i e r *

3.25 The per v e h i c l e  consumption f i g u r e s  when 

m u l t i p l i e d  by the  number o f  v e h i c l e s  y i e l d e d  the  

t o t a l  consumption o f  au toparts  f o r  the  year  1977-78 

at  r e t a i l  p r i c e s  (Tab le  A § . 6 « 2 l ) .
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3 .26 To  o b ta in  t b s  consumption f i g u r e s  f o r  the  past 

y e a r s ,  we p r o j e c t e d  backward th e  1977-78 f i g u r e  us ing  

two param eters ,  i )  changes in  th e  s i z e  and com pos i t ion  

o f  th e  v e h i c l e  popu la t ion  and i i )  changes in  th e  p r i c e s  

f o r  au topa r ts  = The o ther  f a c t o r s  i n f lu e n c in g  th e  

consumption o f  au toparts  such as rep lacem ent  f r e q u e ­

n c i e s ,  i f  any,  are  assumed t o  remain c o n s ta n t .  The 

t im e  s e r i e s  o f  es t im ated  t o t a l  consumption o f  au toparts  

i s  g iv en  in  (Tab le  A 8 . 6 . 2 2 ) .  The consumption, as 

s t a t e d  e a r l i e r ,  does not in c lu de  th a t  o f  t y r e s  and 

tubes  and b a t t e r i e s .

4. Tax p o t e n t i a l  and Tax E vas ion  in  Motor pa r ts

3.27 Automobile  spares  a lo n g  w i th  the  automobi les  

are  r e ga rd ed  as lu xu ry  goods and a re  taxed  a t  r e l a ­

t i v e l y  h igh  r a t e s .  While  th e  C en tra l  e x c i s e s  amount 

t o  21 per c e n t ,  th e  S ta t e s '  s a l e s  t a x  r a t e s  a re  a l s o  

h i g h ,  v a r y in g  from 10 t o  15 par cen t  from  S ta t e  t o  

S t a t e .  In  most o f  the  s t a t e s  in c lu d in g  B ihar  i t  i s  

l e v i e d  a t  th e  f i r s t  s a l t - p o i n t  in the  S t a t e .  I f  th e  

s a l e  i s  t o  d e a l e r s  ou ts id e  th e  S t a t e ,  th e  C en tra l  

s a le s  t a x  i s  l e v i e d  at 4 per c e n t .

3.28 In  B ih a r ,  motor p a r t s  and a c c e s s o r i e s  f a l l  

under "Scheduled Goods" under s e c t i o n  3 ( l )  o f  th e  

B ihar  Sa le s  Tax Ordinance, 1976. A c c o r d in g l y ,  th e  

tu rn ove r  l e v e l  f o r  r e g i s t r a t i o n  f o r  d e a l e r s  in  motor 

p a r t s  i s  s p e c i f i e d  at  Rs .20 ,000.  T h is  l e v e l  had been 

f i x e d  at  Rs.10,000 b e f o r e  1977. The t a x  r a t e  was 

constant  a t  12 per cent  from 1971 t o  1977. In  1977
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i t  was r a i s e d  t o  13 per c e n t .  The v a r io u s  changes 

in  motor p a r t s  t a x a t i o n  in  B ihar  a re  in d i c a t e d  in  

T a b le  A 8 .6 .2 4  .

3 .29 Assuming th a t  th e  t a x  revenue of any year  

accrues  f rom  the  t a x  base (consumption) o f  th a t  y e a r ,  

we have e s t im a ted  th e  t a x  p o t e n t i a l  in motor pa r ts  f o r  

th e  p e r iod  1972-77, as g i v e n  in  T a b le  A 8 .6 .2 5 .

B e fo r e  a p p ly in g  the  t a x  r a t e s  t o  th e  base th e  con­

sumption f i g u r e s  as es t im a ted  in the  p r e v io u s  s e c t i o n  

were  c on ve r ted  in t o  e s t im a te s  at  w h o le s a le  p r i c e s  

b e f o r e  the  goods en te red  B ih a r .  The e s t im a ted  ta x  

base and th e  t a x  p o t e n t i a l  a re  g i v e n  in T a b l e  A 8 .6 .2 5 .  

U n fo r tu n a t e l y ,  we do not have th e  a c tu a l  t a x  revenue 

f i g u r e s  a f t e r  1974-75. Thus, i t  becomes d i f f i c u l t

t o  q u a n t i f y  th e  e x t e n t  o f  e v a s io n  in  motor p a r t s  f o r  

th e s e  y e a r s .  A l l  t h a t  can be sa id  i s  t h a t  th e  ta x  

revenue c o l l e c t e d  in  r e c e n t  y e a r s  forms not more than 

50 per  cen t  o f  th e  p o t e n t i a l .

3 .30 The major pa r t  o f  the  e va s io n  i s  s a id  t o  be 

due t o  th e  w id e -sp rea d  t r a d e  in spur ious p a r t s .  The 

spur ious  p a r t s  are  f a k e  or f o r g e d  or  i l l e g i t i m a t e  

p a r t s ,  packed and s o ld  as o r i g i n a l  or s tandard p a r t s .  

The spur ious p a r ts  a re  norm a l ly  low in  q u a l i t y  and 

hence are o f  low c o s t .  The d i f f e r e n c e  in  th e  cos t

i s  absorbed by  the  d e a l e r s ,  and th e  s a le s  tu rn ove r  

in  spur ious au tospares  evades t a x a t i o n .  There  i s  no 

in fo rm a t ion  wha tsoever  as t o  how much would be th e  mag­

n i tude  o f  th e  t r a d e  in spur ious  p a r t s .  We have formed 

th e  impress ion  th a t  i t  i s  around 40 t o  45 per c en t .
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Second ly ,  t h e m  ’ 9 mass ive  e va s io n  o f  t a x  on goods 

brought from D e l h i / Punjab and Haryana. Small d e a l ­

e r s  or t h e i r  a gen ts ,  b r in g  th e  spare p a r ts  from  th e se  

S ta te s  as persona l  luggage  and thus escape check ing  

at  th e  checkpos ts  and a r 2 a b le  t o  evade t a x e s .

3.31 F i n a l l y ,  suppress ion  o f  tu rn ove r  by th e  

d e a l e r s  as w e l l  as co rrup t  p r a c t i c e s  by th e  o f f i c i a l s  

a l s o  c o n t r ib u t e  t o  e va s io n .

IV .  SUMMARY AND CONCLUSIONS

4.1 Market surveys  a re  v e r y  u se fu l  f o r  b e t t e r  ad­

m in i s t r a t i o n  and r a t i o n a l i s a t i o n  o f  commodity t a x a t i o n .  

They p ro v id e  in fo rm a t ion  on p r i c e s ,  p rod u c t ion ,  and 

d i s t r i b u t i o n  channels  o f  v a r i o u s  commodit ies ,  which

in tu rn  h e lp  the  Commercial Taxes Department, in f i x i n g  

r e a l i s t i c  t a r g e t s  f o r  ta x  c o l l e c t i o n ,  and check ing  

e v a s i o n .

4 .2  As a par t  of our terms o f  r e f e r e n c e ,  two such 

market surveys  t o r  po ta to es  and automobi le  p a r ts  have 

been conducted .  We hope th a t  t h e y  would s e r v e  as 

model surveys  f o r  o ther  commodit ies .  In  r e g a rd  t o  the  

e s t im a t io n  o f  t a x  p o t e n t i a l  f o r  p o ta to es  and auto 

p a r t s  th e  f o l l o w i n g  f a c t o r s  hav t  been taken  in to  

account; ■ s t ru c tu r e  o f  p rod u c t ion ,  m arket ing  and 

movement o f  goods and f a c t o r s  r e s p o n s ib l e  f o r  ta x  

e v a s i o n .

P o ta to es

4.3 B ihar  ranks next o n ly  t o  U t ta r  Pradesh and 

West Bengal in  p o t a t o  p rod u c t ion .  I t  i s  th e  s o le
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s u p p l i e r  o f  po ta to es  t o  the  e n t i r e  n o r th -ea s te rn  

r e g i o n  o f  th e  country .  P roduct ion  i s  main ly  in  the  

hands o f  small  fa rm ers .

4 .4  The market ing  system is  unorgan ised .  A few 

w h o l e s a l e r s ,  commission agents  and th e  owners o f  c o ld  

s t o ra g e  p la n ts  dominate and e x p l o i t  th e  fa rm ers .  No 

wonder, i f  the  unorganised market ing  has g iv en  r i s e  

t o  l a r g e - s c a l e  e va s io n .

4 .5  An es t im a te  o f  th e  e x t e n t  o f  e va s ion  has been 

made by t a k in g  B ih a r s h a r i f  as a r e p r e s e n t a t i v e  market 

f o r  p o t a t o e s .  In  d o in g  so ,  two methods have been 

employed - ( i )  P roduct ion  method, and ( i i )  Q u a n t i t i e s - ,  

used-up method. As per th e  'P r od u c t io n  method' t a x  

e va s io n  seems t o  be around 80 per  cento Quite a few 

d e v i c e s  a re  b e in g  adopted t o  evade t a x e s .  The most 

important ones a re  -  ( i )  suppress ion  o f  t r a n s a c t i o n s  

by th e  owners o f  c o ld  s t o ra g e  p la n t ,  and ( i i )  under­

v a lu a t i o n  o f  th e  commodity by tha  t r a d e r s  f o r  tax  

assessment purposes.

4 .6  The l o s s  due t o  th e  suppress ion  o f  t r a n s a c t i o n s  

i s  e s t im a ted  t o  account f o r  25 per cen t  whereas l o s s  

due u n d e rva lu a t ion  i s  p robab ly  around 50 per cent  o f  

th e  t a x  p o t e n t i a l .

4 .7  Our enqu iry  w i th  the  t r a d e r s  and fa rm ers  

suggest  t h a t  the  t a x  i s  not f u l l y  s h i f t e d  fo rward

t o  th e  consumers. The reason  seems t o  be th a t  p o ta to es  

a re  not ta xed  in  o ther  major producing S ta te s  and i f  

t h e  t a x  and the  market f e e  a re  s h i f t e d  fo rw ard  the  

r e s u l t a n t  in c rea se  in  th e  p r i c e  would a f f e c t  the
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p rod u c t ion  o f  p o ta to e s  in  the  S ta t e .  One should not 

r u l e  out th e  p o s s i b i l i t y  o f  backward sh i f  t i n e ,  in  

which case the  sa le s  t a x a t i o n  amounts t o  t a x in g  num­

erous smal l  fa rm ers .

4 .8  However, from the  p o in t  of v i e w  o f  revenue 

p r o d u c t i v i t y  we suggest  th a t  th e  commodity should be 

ta xed  at th e  r a t e  not h i g h e r  than th e  Ci-r r a t e  i . e .

4 per c e n t .  I f  p r o p e r l y  adm in is te red  and t a x  c o l l ­

e c t i o n  machinery i s  s t r e a m l in e d ,  th e  p resen t  low 

y i e l d  rnay tu rn  out t o  be a s u b s ta n t ia l  sum t o  the  

S ta t e .  I t  must be remembered th a t  th e  major pa r t  o f  

e va s io n  i s  due t o  u n d e r - in v o i c in g  which can be 

r e c t i f i e d  t o  a l a r g e  e x t e n t  by  s u i t a b l e  arrangement 

w i th  th e  S ta te  A g r i c u l t u r a l  M arket ing  Board t o  c ro s s  

check the  p r i c e s  s t a t e d  in  the  assessments.

M oreove r ,  th e  S ta te  e n jo y s  near monopoly in  th e  nor th ­

e a s t e rn  r e g i o n  o f  I n d i a  w i th  r e s p e c t  t o  th e  supp ly  o f  

p o ta to e s  and i t s  p o s i t i o n  i s  not l i k e l y  t o  change f o r  

th e  next d ecad e .

Automobile  pa r ts

4 .9  The dom est ic  p rodu c t ion  o f  au topar ts  i s  n e g l i ­

g i b l e .  As a r e s u l t ,  the  dom est ic  demand i s  l a r g e l y  

met by s u p p l i e s  from  o u ts id e  the  S ta t e .

4 .10 Our survey  o f  Patna automobile  p a r t s  market 

r e v e a l s  th e  f o l l o w i n g :  about 50 per cent  o f  the  su p p l ie s  

o f  au tomobi le  p a r ts  come from  Bombay and Madras and

are d i s t r i b u t e d  by w h o le s a l e r s  s t a t i o n e d  a t  C a lc u t ta .

The r e s t  o f  th e  s u p p l ie s  come from Punjab, D e lh i ,  and
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Hyderabad and a re  d i s t r i b u t e d  by s t o c k i s t s  s t a t i o n e d  

a t  Patna ,  Ranchi and Jamshedpur.

4 .1 1  While  th e  market ing system f o r  the  products  o f  

l a r g e  s c a l e  in d u s t ry  i s  o r g a n is e d ,  the  m arket ing  system 

f o r  smal l  s c a l e  in d u s t ry  i s  r e l a t i v e l y  unorganised and 

t h e  channels are  not e a s i l y  t r a c e a b l e *

4.12 The spur ious  and low q u a l i t y  products a re  dom­

in a t in g  the  markets and the  t r a d e  in such p a r t s  are

as h igh  as 40 t o  45 per cent o f  the  t o t a l  t r a d e .

4.13 Au toparts  in  B ihar a re  taxed  a t  h i g h e r  r a t e s  

than th ose  p r e v a i l i n g  in  th e  ne ighbour ing  S ta t e s  of 

West B enga l ,  U t ta r  Pradesh and Madhya Pradesh. The 

combined t a x  inc idence  -  s a l e s  t a x ,  e x c i s e  duty  and 

l o c a l  t a x e s  -  pushes up the  p r i c e s  o f  these  commodit ies 

by 77 per  cen t  o f  the  e x - f a c t o r y  c o s t .

4.14 At p r e s e n t ,  th e  t a x  revenue c o l l e c t e d  i s  one

h a l f  o f  the  t a x  p o t e n t i a l .  Lo t  of e vas ion  seems t o  be

th e r e  and much o f  i t  i s  due t o  w ide -sp read  t r a d e  in 

spur ious  p rodu c ts .  R a t i o n a l i s a t i o n  o f  the  s a l e s  tax  

on au topar ts  i s  immedia te ly  c a l l e d  f o r .  We c o n s id e r  

t h a t  even a s l i g h t  downward r e v i s i o n  in the  s a l e s  t a x  

would lead  t o  th e  r e a l i s a t i o n  o f  s u b s ta n t ia l  revenues .  

I f  th e  r a t i o n a l i s a t i o n  o f  t a x  i s  a l s o  accompanied by 

e f f e c t i v e  a d m in i s t r a t i o n ,  th e  tap p in g  o f  th e  t a x  poten­

t i a l  would be a l l  the  g r e a t e r .

4.15 We recommend th a t  th e  Department should conduct 

s im i l a r  surveys  f o r  a l l  major commodit ies p e r i o d i c a l l y .
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TABLE A 8 .6 .1

A r e a , P rodu c t ion and Y i e l d o f P o ta to  by S ta tes

( F i v e y e a r  average  du r ing 1972-73 t o  1976-77 )

St a tes Area 
( h e c t a r e s )

(1 )

Pe rcen tage  
share o f  
Area

(2 )

P rod u c t ion  P e r c e  n~ Y i e l d  
( t on n es )  t a g e  ( k g . )  

share o f  
Product ion

(3 )  (4 )  (5 )

Andhra Pradesh 375 0 .06 730 0.01 1947 (20)

Assam 28068 4.83 129108 2 .16 4600 (14)

B ih a r 123255 21.21 1065539 17.86 8645 (8 )

G u ja ra t 4903 0.84 118223 1.98 24112 (11)
Haryana 95 20 1.64 145940 2.45 15330 (3)

Himachal Pradesh 14505 2.50 75027 1.26 ’ .5172 (13)

Jammu & Kashmir 1728 0.30 5787 0.09 3349 (18)

Karnataka 10108 1.74 76605 1.28 - 7579 (10)

Madhya Pradesh 18724 3.22 192758 3 .23 10295 (6)
Maharashtra 11729 2.02 50218 0.84 4282 (17)

Manipur 1225 0.21 7443 0.12 6071 (12)

Meghalaya 17030 2.93 75'97 9 1.26 4403 (16)

Nagaland 3571 0.62 16071 0.26 4500 (15)

O r is s a 6332 1.09 38956 0.65 6152 (11)

Punjab 23 700 4 .08 392720 6.58 165 70 (2 )

Ra jasthan 2383 0.41 5767 0.09 2420 (19)

Tam i l  Nadu 12490 2.15 96499 1 .62 7726 (9 )

T r ip u r a 2749 0.47 25707 0.43 9351 (7)

U t ta r  Pradesh 194636 33.50 2140221 35 .87 10706 (5 )

West Bengal 94000 16.18 1308340 21.96 13919 (4)

T o t a l 581031 100.00 5966638 100.00

Note :  F igu res  in  b racke t  in d i c a t e  rank. Source: Government o f  In d ia
D i r e c t o r a t e  o f  ’2co- 
i'iOtTlxc 0 r. c t  i s t  IC S

M ih is t r y  o f  i c  
tu r a l  s i t u a t i o n  ip. 
I n d i a .



P r o d u c t i o n  o f  P o t a t o  in  B i h a r  by Di s t r i c t s 
(1973-74 - 1976-77)

1973-74 1974-75 1975-76 1 9 / 6 - 7 7 '
D i s t r i c t s  P roduc- P e r c e n  P ro d u c t-  P e rcen -  P roduc-  P e rce n -  :J rocJuc- Percen '

t i o n  t a g s  io n  t a g e  t i o n  t a g e  !, icn t a g e
( t o n n e s )  s h a r e  ( t o n n e s )  s h a re  ( t o n n e s )  s h a r e  ( t o n n e s )  s h a r e

-  2 2 2  -

TABLE A 8.6.2

1. P a tn 48674 5. 79

2. N a la  . . a 19506 10.89

3. G ay o 26572 3 .16

4. Naur- ’ah 14046 1 .67

5c Aurangabad 8464 1 .01

6. Bho;: u r 40296 4.80

7. Rohr 3 56986 6.78

8. Sar£ i1 46253 5.51

9. Siuc i 2 8366 3 .38

10. Gopa .gan j 27714 3 .30

11 . Chan,r:aran (E) 39265 4.67

12. Chaitparan (bJ) 39529 4.70

13. Muzaffarpur 29056 3.46

(3 ) ( * ) (5 ) (6 ) ( 7 ) ( 3 )

45659 4.81 471 53 3.43 94534 7.05

101049 10.65 151875 10.84 173216 12.91

56459 5.95 100593 7.21 74469 5.55

18380 1 .94 1 5768 1.12 1 3731 1 .40

18252 1 .92 14777 1.13 1 3630 1.39

53839 5.68 61184 4.43 47 681 3 .56

64439 6 o 79 71 442 5 .15 401 77 3 .00

62050 6. 54 149429 1 0 o67 92322 6.83

4601 4 4.85 2 5534 1 .81 53564 4.37

251 44 2 .65 38765 2 o 74 57439 4.28

36999 3.90 22559 1 o 60 33412 3 o 49

21778 2,30 60037 4 .25 33417 2» 4C

26936 2 .84 331 79 2 .35 43064 3,21

C o n t d . . .
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D i s t r i c t s

1. Patna 

. 2. N a land a

3. G ay a

4. Nauadah

5. Aurangabad

6. Bhojpur

7. R o h ta s

8. S a r a n

9. S iw an

10. G o p a lg a n j

11. Champaran ( E )  

12« Champaran (U)

A rea  u nde r  P o t a t o  in  B i h a r  by D i s t r i c t s  
(1973-74 to 1976-77)

-  225 -

TABLE A 8 . 6 . 3

1 973- 74 1 974- 75
Are a 

. h e c t a r e s )
P e r c e n t a ­
ge s h a r e

A rea
( h e c t a r e s )

P e rce i
ge sn<

T i ~ r ~ 7 ~ (2 )  ” (3 )

51 18 4.78 5067 4.43

9423 8 .79 9728 8.51

3908 3 .65 5128 4.49

2260 2.11 2303 2.01

1996 1 .86 1 866 1 .63

4796 4.48 5270 4.61

4682 4.37 4842 4.24

5022 4. 69 57 57 5.04

4422 4.13 3495 3 .06

2015. 1 .88 2604 2 .28

3967 3 .70 5042 4.41

3262 3 .0 4 2965 2.59

1975-76 1976-77'
A rea  P e r c e n t a -  A re a  . P e r c e n t a -

(h e r  t a r e s )  ge s h a re  ( h e c t a r e s ) 1 ge s h a r e

(5 )  (6 )  (7 )  (8 )

4931 3 .46  4709 3 .20

11539 8 .10 13577 9.22

7353 5 .16 7886 5.35

2067 1.45 1879 1.28

1522 1.07 1944 1 . : 2

5789 4 .06 5191 3.52

4894 3*44 4341 2 .95

8893 6 ,24 8535 5.79

3505 2 .46  3505 2 .43

3371 2 .37 5097 3 .46

3158 2 .22 3865 2 .62

5198 3 ,65  4483 3 .04

C o n t d . i .
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TABLE A 8 .6 .5

S iz e  D i s t r ib u t io n  o f M o ld ings  in Nalanda D i s t r i c t  (1974-75)

- 229 -

S iz e  c la s s  No. o f P ercen tage  Area ( '0 0 0  Percen tage
( i n  h e c t a r e s )  h o ld in g s  t o  t o t a l  h e c ta r e s )  t o  t o t a l

(1 ) (2 ) (3 ) (4 )

0 .5 103506 61 .OC 21.5 10.93

0.5 - 1 . 0 34330 20.23 24.6 12.51

1 .0 -  2 .0 29447 17.35 41.5 21.10

2 .0 -  3 .0 134 67 7.94 3 2.2 16.37

3 .0 -  4 .0 6955 4 .10 23 .2 11 .8

4 .0 -  5 .0 3722 2.19 16.7 8 .49

5 .0 -1 0 .0 4070 2.40 26.7 13.68

10.0 -2 0 .0 571 • 0.34 7.3 3.71

20.0 -3 0 .0 73 0.04 1.8 0.92

30.0 =-40.0 15 0.01 0.5 0.25

40.0 *-50.0 14 0.01 0. 6 0.31

50.0 above 1 0.00 0.06 0.03

T o t a l 169681 100.00 196.66 100.00

Source: Government o f B ih a r ,
D i r e c t o r a t e  o f  E va lu a t io n  
and S t a t i s t i c s ,  Patna.
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Market / x r i v d ls  (19" 1 : 12)

D i s t r i c t  Name of th e  '/u ac t ity  P ercen tage
market ( . t o m e s ) share

Aurangabad Daudnagar 20000 7.94

B egu sara i Begusara i 10000 3.97
Teghra 1400 0 o 5 6

Bhacalpur Bh a ga l pur 8000 3.17

Bhojpur Arrah 16 000 7.14
Bux'ar 4000 1.58

Darbhanga Darbhanga 3500 3.37

Champaran (E) Chakia 2 500 0.99

Champaran (w) B e tt  iah 10000 3 . 97

Gaya Gaya 20000 7.94

Kat ih ar K&rhagola 1500 0.60
Kat ihar 4000 1 .59

Madhubani Joyanagar 2500 0.99

Monghyr Khager ia 2 500 0.99
•Lakhisarai - 2.000 0.79

M uzaff arpur Muza: f  arpur 5000 1 .98

Nalanda Biharghar i f 70000 27.78

Patna Bhakht ia rpu r 20000 7.94
Barh 3000 1.19
Bihta 4000 1.59
Fatwah 8000 3.17
Masatirhi 3000 1.19
Mokameh 2500 0.99

Purnea Banmartkhi 2000 0.79
ForbeSganj 1000 0.40
Gulabbagh 5000 1 .98
Kasoa 2000 0.79
Kishangan j 3000 1.19

Sahar sa Bifcarganj 600 0.25

Singhbhum Chakaulia 3000 1.19

Siwan Maharajang 5000 1 .98

TOTAL 2 5 2000 100.00

Source: S ingh, 3.1*., T rade  and In ­
d u s t r ia l  Markets o f  B ih a r , 
Arv ind  P u b l ic a t io n ,  Patna.



Flou of Potato from B i h a r s h a r i f  t h r o u g h  v a r i o u s  Checkposts

- 231 -

T A B L E  A 8.6.7

Ch e c k p o s t s
O i s t i n a t i o n

H a t h idah 

V a l u e  Quantity

, . -- --- ----
J 2 >

B e g u s a r a i 576758 2 1 9 0 2 8 0

B h a g a l p u r 86543 238760

D a r b h a n g a 523201 1842240

D h a nbad 1 7877 42160

C h a m p a r a n  (F) 12t49Z 439720

C h a m p a r a n  (U) 2 61724 1080040

G ay a 2500 6040

Katihar 10737 62640

Monghyr 197572 623040

Muz affarpur 384616 1340440

M a d h u b a n i 21 6134 672560

Nalanda 20298 48246

Patna 38600 170960

P u r n e a 717362 6071760

S a h a r s h a 193393 903040

S a m a s t i p u r 2 73374 11496 00

M a s i p i r a h i  

J alue

Didarganj Mihi j am Korua

(Value in Rupees 
Quantit y in Kilograms)

T o p c h a n c h i

u a n t i t y  Valu e Quantity V a l u e  Quantity Value Quantity V a l u e  Quantity

”̂ 4 7 ^  (iT  (77—  <TiT̂ “‘~T95----- 7 ^ i ~ “TTn— ~Ti^)

267921 6 5 2 6 4 5

4603 1736Q

C o n "t cJ • •«
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S i t a m a r h i

Santhal
Parganas

\l aish al i 

S i n g h b u m  

R anchi

(1)

73429

47548

16333

(2 ) (3) (4) (5)

506640

127520

29880

32.9978 803080

8720 9680

Uest Bengal 7 5 4 7 6 4  2648120

Assam 129882 431480

Uttar Pradesh 17199 83440

O r i s s a

605817 2 2 9 4 3 2 0

777647 1926240

Total

(6) (7) (8) (9) (10) (11) (12)

Bhoj pur 2001 9040

H a z a r i b a g h 2459 10080

Sar an 6823 1 8800

8987

4 6 8 3 3 T 5  2 0 7 08606 1722162 5033320 15886 55280 8987

Note? The period covered for the checkposts are as follousS-

Hatidah: October 1977 to July 1978; Masipirahi: November 1977 to 
February 1978, May 1978 and June 1978; Didarganj: January 1978 to 
July 1978; Mihijam! December 1978 to August >978, except January 
1978; Kuruai January 1978 to August 1978; Topchanchi: January 1978 
to Duly 1978.

8 3 0 3 26960

38320 90042 194480 136847 80832L*

38320 5 8 3 4 5  22144 0 4 0 4 7 6 8  1460960

Source; Government of Bihar,
Commercial Taxes Department, 
Patna.
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TABLE A 8.6,

li 9 Price Mark-up of Po tato . in thr important 

Markets of Bj.harsharxr a M o s a l l a h p ur, Patna city (Morchamandi)

(Rs.per quintal)

, Marketing Biharsharif Musallarpur Morchamandi
function Patna city

(1) (2) (3)

1. Margin of village 
merchant or
itinerant trader 5.00 5.00 5.00

2. Package charges 1.00 1.10 1.10

3. Transport charges 
(Average distance
5 Km) 1.00 1.00 1.00

4. Commission 1.00 0.90 0.90

5. Ueighment & Palladari 0.35 0,30 0.30

6. Brokerage 0.90 0.90 0.90

7„ Grading, sorting &
cleaning 0.40 0.40 0.40

8. Market fee at 1% 0.90 0„90 0.90

9. Purchase tax at 5$ 4.50 4.50 4.50

10. W h o l e s a l e r’s margin 7.00 7.00 7.00

11. Transport to
retailer's premises 1.00 1.00 1.00

12. Retailer's margin 12.00 12.00 12.00

Notes The components of price mark-up are calculated on the 
assumption that the price mark-up to the wholesaler's 
level is Rs.100 and purchase tax and market fee are 
shifted forward.

Source! For Biharsharif - (a) by survey and through 
Market Committee and (b) survey of Bihar­
sharif market by A.N.Sinha Institute of 
Social Studies, Patna, (c) for Mosallahpur 
and Morchamandis-
Note on production of potato by B.S.A.M.B., 
Patna.
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TABLE A 3.6.10

Num b e r of- Assess e ss ? jGro ss T_urnoysrr  T axable T u rnov er, 

and T ax__re uenue^ £ f at oes Biha r , _  J. J3 7 J.-  7 2__to 1975-76

Year
Mo c o f  

Assessees 
(No. )

G ross 
T urnovar 

(Rs . l akh  )

T axable 
Turnover 
( R s . lakh )

T ax
Rev enue 

(Rs . l akh  )
_ r _ _ _

(3) ( 0

1971-72 2 46 284.95 186.58 8.65

1972-73 297 452.65 298.03 15.55

1973-74 315 482.34 273.65 15*87

1 974-75 

1975-76

149

147

432.10* 

471a 77

*
351.37 

344.79^

19.86*

25.79

Est imated in view o f  Source l Same as
v,he incompl~'L~ f i g u r e s  Table  A 8 .6 .9
f o r  1974-7o ana
1975-76 in the sense
that  some c i r c l e s  have
not r e p o r t e d ,
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TABLE A 8.6.11

Estimation.of_ Mark etedM Surplus _o_f_. Po t a t o i n^ ,? At? 1*Pro duct io n Me t h 0 d!t and 11 Quantities- used -up" Metho

Year Production Method Quantit ies used up Me t hod

Total 
p roduc- 
t i. o n 
( '000 
tn rnsa)

Net of 
seed & 
wasta­
ges (3 O76) 
( *000 
tonnes)

Pre-market 
consumpt­
ion ( *000 
tonnes)

Mark etec

Quantity 
( *000 
tonnes)

Surplus

1/ alue 
(Rs.

1 a k h )

Total 
consum; - 
t io n 
( ’ 000 
t onnes)

!Met o f  
p r  e- m a r- 
k e t e d 
■ cons u m p -  
t io n 
( *000 
t onnes)

Exports at Marketed Surplus

keted Quantity V a l u e  
s u r p l u s  ( !000 ( R s .
( ‘ 000 tonnes) 1 -kh 
tonn0 n )

( 2 )  -  (3) (6)-(3) 0.15 of 
( ? )

( 7 ) - ( 8 )

( ? ) ( 3)
-

( 5 ) (6) ( ? ) _ (9) ( 1 0 )

1971-72. 9 67.3 67 7 . 1 323.9 353.2 1 1 51 .7 8 6 . u 562.9 140.73 7 0 3 . 6 3 2294.5

1972-73 733.6 548.1 329.7 2 1 8 . 4 10 45,3 904.6 574.9 143.73 718.63 3438.6

1973-74 840.2 588. 1 335.5 2 52.6 1 9 6 4 . 8 9 2 2 . 5 5 8 7 . 0 1 4 6 . 7 5 73  3 . 7  5 5 7 0 7 . 1

1 9 7 4 - 7 5 9 4 8 .  6 6 6 4 . 0 3 4 1 . 5 3 2 2 .  5 2 7 0 2 . 7 940.9 5 9 9 . 4 1 4 9 . 8  5 7 4 9 . 2  5 5 7 4 3 . 0

1 9 7 5 - 7 6 1 4 1 4 . 1 9 8 9 . 9 3 4 7  .'5 6 4 2 . 4 6 1 7 3 . 8 9 5 9 . 7 6 1 2 . 2 153.05 7 6 5 . 2 5 4 8 3 1  . 0
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Actual and P o tential Tax Re venue and Index of t ax effort for Potato in Bihar

(1971-72 to 1975-76)

TABLE A 8,6.12

Year

Actu al 
tax
Revenue
(Rs.

1 akh)

Marketed 
surplus 
production 
method 
(potential 
tax base) 

1 R s .1 akh)

Potential Index of
tax
revenue 
(Rs. lakh)

tax reali­
sation 
(1) 4-: (3) 

%

Potential tax 
base u h en all 
the exports 
to other 
States are 
exempted 
(Rs.i akh)

for C o l . (7) 
(Rs.lakh)

Potential Potential Potential 
tax revenue tax base tax Revenue
for C o l . (5) after 
(Rs.lakh) allowing 

for the 
price
suppression 
Col. (5)x0.32
(Rs.lakh)

(1 ) (2 ) • (3) (4) (5) (6) (7) (8)

1971-72 8.65 1151.7 57. 59 1 5.02 863.78 43.19 277.62 13.88

1972-73 1 5.55 1045.3 52.27 29.75 783.98 39.20 251.97 12.60

1973-74 15.87 1964.8 98.24 16.12 1473.60 73.68 473.62 23,68

1974-75 1 9.86' 2702.2 135.11 1 4.70 2026.65 101.33 651.37 32.57

1975-76 25.79 6173.8 308.69 8.35 4630.35 231.52 1488.19 74.41

Average for 
five '/ears

17.14 2607.6 130.38 13.15 1955.7 97.78 628.56 31 .43



■•'-i=JL E t\ 8 . 6 . 1 3

jnt of Evasion in Potato Trade in Bihar by 

each factor

Methods of 
evasion/avoidance

Loss of Revenue
( R s . l a k h )

average 'or
five years
1971-72 to
1975-"6

Percentage
loss
(percentage
to potential 
tax revenue)

( 1) (2 )

1 . Linder reporting
the prices 66.35

2. Suppression of 
transactions by 
cold storage
owners 32.60

3. Other factors 14.2?

50.9

Actual tax Revenue 17.1a 13.1

Potential tax 
Revenue 130 .38 100,0
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Production o f jAutornoJbi 1 e_ ComjDc>n_enjj3_ and Pa rts in India

1972 - 1978
(Rs. crore)

TABLE A 8.6.14

Component group/year 1972-73 1973-74 1974-75 1975-76 1975-77 1977-78 1978-79

' ‘ ..... ,wa*zm

1 - Lr , ! P n p f:l its 47.9 53.3 95.3 1 1 0 . 8 115.0 126.5

Electrical prrts 12.5 14.1 1 6.6 16.2 18.6 23.0 20,9

6 .. Drive Transmissio 
& steering parts

n
27.3 29.6 32.4 41 .4 47.6 51 .7 56.4

-! ■- Suspension and 
Braking parts 30.4 29.9 36.5 42.0 37.9 4-3.9 42.1

R Equipment 5.6 7,2 7.6 7,2 7.5 1 0 . 1 10.3

6 o Others 6.4 6.7 1 2 . 2 19.6 29.8 27.0 30.2

Total 131.1 1 40.8 174.4 221 .7 252.3 2.70.7 286.4

Note; f-igures do not 
vy s m a 1 X scale

include
sector.

production Source? All India Automobile Anc 
Industries Associations, 
Blue’ Book, 1 9 78,

: illary



P r od u ction of Automobile Components in I nd i - _ L icenced Capacity, by Lo ca t i o_n

(Percentage)

- 240 -

TABLE A 8.6.15

Components. Bombay j, 
Thana,
Nas ik, 
Poona and 
Kolhapu r

M a d r a s , 
C o i m b a * 
tore & 
K a n n h i

(2 )

Meu Bangalore Hyderabad Calcutta Ahmedabad Amritsar
Delhi and and and and

Mangalore Kakinada Baroda Goraya

( 3 ) (4) (5) ( 6 ) ( 7 )

 ̂ £LB_ .P.a

1 . Pistona 7.44

2. Piston rings 49.61

3. Inlet and exhaust valves14.14

4. Crank shafts ..3.6,99

5. Cylinder heads

6. Carburettors 39.49

7. Fuel pumps (Diesel)
M/cylinder 27.58

8. Fuel pump (Diesel)
5/cylinder 27.76

9. Fuel pump nozzles 25.63

10, Fuel pump nozzle
holders 21.40

31 .00

14.12

39.28

63 .01

18.17

10.34

7.91

8.73

1 8.60 

2 5.90 

31 .03

42 . 34

5.90

■} I ,78

62 . 07

66.34

66.46

69.87

12.39 8.26

4.71 ri .65

C o n t d ...
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(1) (2) (3) (4) (5)

29. Rear axle shafts 0.33 0.40 0.10 0.25 0.10

30. Wheels 0.01 0.02 0.02 0.03 0.25

31 . S c o o t’■■r wheels

32. Leaf springs 0.50 0. 75 0.25 0.33 0.17

33. Shoe!-' a b s o r b e r s 0.63 0*7 5 0.33 0.50 0.33

3 4 . Brake assem bly hydr aulic - - -- - -

35. Air brakes - - - - -

36. Wastex cylinders- 0.20 0.25 0.10 0.15 0.10

37. Uheel c y l i n d e r s 0. 50 0. 75 0.15 0-» 20 0.10

38. Brake linin gs 1 .00 1 .33 0.50 0.70 0.50

39. Clutch facings 2.00 2.50 1 .00 1 .33 1 .00

40. Head lights 0.15 0.20 0,10 0.15 0.10

41 . Uiper m o tors 0.1 7 0.20 0. 1 b u . zu U.'IU

42. S p e e d o m e t e r s 0.10 0.1 5 0.1 0 0.15 0.10

43. Panel i n s t r u m e n t s 0.10 0.15 0.10 0.15 0.10

Note; The frequency  of r e p l a c e m e n t  for the rest of the 
around six to ten years, and as such the annual 
is not shown in the table.

(6) (7) (8) (9) (10)

0. 1 5 0.10. 0. 1 5 0. 1 7 0.20

0.3 5 0.03 0.03 0.03 0.03

0.20 0.20' 0.25 -

n.4Q 0.3 3 0.40 0.3 3 0.50

0.15 0 . 1 0  0 . 1 5  C U t 5  O.20

1.15 0.10 0.10 0.20 0.25

£ U ? Q  0.50 0.70 0.33 0.40

1.33 >.00  1.33 2.00 2.50

0.15 0.10 0.15 0.01 0.03

0 . 1 5 0 . 1 0  0.15 -

0.15 0.10 0.15 -

0.15 0.10 0.15 0.10 0.15

items is 
o n s u m p t i o n

(11) (12) (13) (14)

0.03 0.03 0.03 0,03’

0.33 0. 50 > 1. • 0*50

O-.TO 1^7-5 -1-.00 Ut-5

0.10 0.15 0.10 0.15
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TABLE A 9.6.21

P r ices o f . C e r t a i n  East Roving A u t o m o b ile C omponen ts; U e h i c l e - u i s e

Cars

1 . Pistons' - ■ -

2. Piston- rings ' •

3. Inlet & e x h a u s t  value

4. . Crank shaft

5. C y l inder heads

6. C a r b u r e t t o r s

7. Fuel p umps (D) 
Pi/cylinder

3. fuel pumps {□)
5 / c y 1 inder

9 m Fuel pumps nozzle 
ho lders

Ambas sado r F i. a t

(2)

236 218 -

60>. 1 6 30.7
*
s's 101 • 73'

809 ■ 57 4 .

900(1000) 576(91

310 - 310

70

NR

NR

NR10. Fuel pumps nozzles

11. Fuel pumps e l e ments NR

12* Fuel p u m p s  delivery valvesNR

7Q

MR

MR

NR

NR

NR

1977-78

Jeeps C o m m e r c i a l  Me h i d e :

M e r c e d g  s Ley Land

(3) (V)..

311 1 534 3 52

157,68 24 1 . 2 4

1 1 0 2 00 2 0 0

660 3 50 0 NR
• (t o o o q )

. fv f-; 2800 NR
(6QOO)

310 NR NR

70 2 500 NR .

MR MR MR

NR NR NR

R e q u i r e d  only for diesel vehicle s 

ti

si

( R s .)

Scoot-
g-j r g

19 77-78 
(Avera­
ge)

1 976' 
(Ave
ge)

( 6 ) (8)

6 0 6 0 0 5 87

7(15) 8  8 8  0

NR 13*' 123

NR 3000 2400

NR 2 6  00 2 5 75

NR : 20 4 207

NR i. l \ f 2145

_6

NR

MR

NR

NR

NR

Contd



30. Wheels 126 121 141 NA NA NR 250 235
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TABLE A 8*6*22 - 

Per V ehicle A n nua1 Consumption of Automobile Parts in B i h a r

_ _  _ _ _  _  ( R s * )

Year Buses,trucks Cars,taxies • Others
and tractors and jeeps

(D (2) (3)

1971-72 1506.48 349.61 152.33

1972-73 2050.50 397.82 175.32

1973-74 2834.90 434.53 198.76

1974-75 2876.30 505.65 217.25

1975-76 5700.41 499.82 252,84

1976-77 4760.72 527.53 263.72

1977-78 6124.50 ' 53‘8'. 9 4 269.41

Note; The consumption of
auto parts excluding 
tyres, tubes gnd 
b a t t e r i e s .
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T A B L E  . A -;-3.6.23 

T o t a l  D e m a _n_d__fo_r A u to p i r t s _  i n_ B i h a r  1 9 7 1 - 7 2 to 1 9 7 7 - 70

' (Rs. lakh)

Y e a r  B u s e s , t r u c k s  Cc.:-s, j e e p s  O t h e r s .  T o t a l  ■
and t r a c t o r s  and t a x i c s  ' ' '

■ * ( D  (2) (3) (4)

1971-72 366.12 99.80 . 3 7.01 502.90

1972-73 596.12 1 17.05 47.64 760.81

1973-74 - 923.33 131.9: 59.43 1114.72

'1974-75 ■. 82 8 . G3 159.50 72.98 1060.61

1975-76 ,1073.7 3 220.01 122.25 1416.04

1976-77 1220.79 204.*1 146.04 1571,54

1977-78 2117.60 223.95 170.87 2512'42
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T A B L E  A 8.6.25

Sales Tax Potential of Motor Parts in Bihar 1972-73 to 197?- 78

(Rs. la I

Y ear Estima­ E s t| — i ed Actu al T ax Tax revenue
ted t cl 'si tax able revenue a proportioi
tax potential turnover collec­ tax potenti;
base ted Col.(4)/Col

%

( D (2 ) (3) ...‘ .U )  ' (5)

1972-73 647.63 98.83 57 2.16_ 50.57 51.17

1973-74 947.71 145^2 5 55 0. 18 50.52 34.78

1974-75 873.11 1 35.6 4 685.45 6D.99 44. 96_

1975- 76 1201.95 187.31 821 .17 88.75 47.38

1 976-77 1316.17 225.72 1178.57 I 07.05 47.43

1977-78 2102.74 36 2.2 8 1 411 .93 129.12 35.6 4



Arnexure \1111. 7 

CHECKPOSTS IN BIHAR

-  263 -

i r +’ ;l2J2

1.1 The rationale for establishing checkposts lies 

in the need for monitoring the flow of goods into the 

State through the main arteries cf inter-State trade. The 

checkposts record the flow of goods and keep the relevant 

circles informed about the imports of taxable goods by 

dealers falling under its jurisdiction. The checkposts 

also regulate the 'permit s y s t e m 1 and ;c.ke care that no 

notified good in excess of the notified quantity/value 

enters into the State by road, unless the prescribed 

'permit5 porm is presented at the checkpost by the 

transporter.  ̂5 a e table I)

1 . 2  Foi fulfilling the above functions, checkposts 

were estab .1 lshc-d in most or the States in India. Bihar 

first established them in 196 0 in that  year, eight 

checKposts were established at the important points of 

entrance to the State, namely at Chi rk1 ;nda, Mohania,

Chas, Mange, Hata, 3 illi, Fatwa and M:h:.jam. In due course 

the number of checkposts increased, from 9 checkposts in 

1DGZ-53 to 14 in 1972-73. So^far 24 checkposts hafe been 

notified to be established irWlhc State. Five among these 

are however, not in existence. A list of the checkposts 

now in position is given in Table II and their location 

is shown in the attached map.

1.3 The existing checkposts in Bihar are located 

either at the borders of the State or in the vicinity 

of important towns. The former could bo termed border 

checkposts, and the latter internal checkposts. Presen­

tly, there are ten internal checkpostc and 13 border
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checkposts. The internal checkposts are arounr' Patna, 

Ranchi, Gameshedpur and Dhanbad and these aim tc ring 

the towns to monitor intra-State movement '<F goods. The 

specific locations of these are Shahpur, Didcrganj, Hatidan 

Kursela, Araria, Topchanchi, .Masipirahi, Dimna and Akha- 

raghat. The main horde" checkposts are located a t  Mohania, 
Chirkunda and Topchanchi.

1.4 In general, the checkposts are assigned the job

of checking vehicles for sales tax liability. In addition 

to their work regarding sales tax, some of the checkposts 

are required to examine tax liability in regard to che 

passengers and goods tax. They are also ompo'uJered to 

collect that tax on the spot. Such checkposts are 

designated as ’check-points’. There are ter. check-points 

in the State located at Chss; Chirkunda, Dx,nna„ Pardih, 

Mohania, Shahpur, Didarganj, Hathidah, Masipirahi end 

Kursela.

1.5 Apart from the collection of passengers and goods 

tax, the checkposts perform the functions o~ inspection 

of vehicles, v^^_ _ _...tion of the nature and the voiume c *  

goods carried by transporters, and communication of the 

r^lovan c information to the concerned e'-o.-j: ing authori­

ties. The checkposts, thus, keep trank f “he n ovement 

of goods and update the information systvi *'jr purposes 

of tax administration.

2 . Administration

2.1 For administrative control, a chockpost is under

the direct superintendence of the circle office in whose 

jurisdiction it is located. The Pidaioanj chackpost,



- 265 -

for example, falls under the direct control of the Assis­

tant Commissioner of Commercial Taxes, Patna City.

2*2 The staffing pattern of the oheckpost is as foll­

ows; An Additional Superintendent heads the checkpost for 

operational purposes. He is assisted by an Assistant 

Superintendent. At the lower level, there is provision 

for clerical staff, subordinate staff and the other 

staff including constables.

3. Operations

3.1 The checkpost ensures that no vehicle passes throu­

gh it without producing the relevant documents. For this 

purpose, a barrier is placed c#i the road to stop the 

vehicles. The owner/driver is then required to go to

the office of the checkpost to submit the documents, 

including the permit, for necessary entries at the check­

post. Aftjr getting clearance from the checkpost the vehi- 

cls is allowed to proposed. To ensure effective checking, 

the checkposts work round the clock in three shifts v i z .,

0 to 8 hours, 8 to 1c hours and 16 to 24 hours.

3.2 When the vehicle owner or the transporter does 

not have all the 'lr v nt documents or is carrying a 

larger quantity of goods than what is specified or when 

the goods carried by the transporter are different from 

the goods specified in the documents, the checkpost 

officials detain the vehicle. In some cases when the 

checkpost officials douDt the correctness of the documents 

they may in risk on physical verification.

3.3 The following registers are maintained by the 

checkposts as a second of their work.

i) Control Registers This register specifies 

the vehicle number and the circle to which 

it relates.
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i i )  C i r c l e - w i se R eg i s t e r :  This  r e g i s t e r  s p e c i f i ­

es the permit  number, d e a l e r  r e g i s t r a t i o n  

number, content ,  q u an t i t y ,  value and d es t ­

in a t i o n  o f  the goods.

i i i )  Detent ion Reg i s t e r : This r e g i s t e r  i s  r equ i red  

in cases in which a truck ope ra to r  i s  de ta­

ined a t  the checkpost .  This r e g i s t e r  notes 

the da te ,  the name o f  the o f f i c e r  d e t a in in g  

the v e h i c l e ,  the v e h i c l e  number, i t s  owner ' s  

name and address ,  and the reasons f o r  d e t a in in g  

the v e h i c l e .  In one o f  the checkposts  

v i s i t e d  by the study teams i t  was found tha t  

107 t rucks had been de ta ined  during the 

year  1977-78.

Phys i c a l  Ve r i f i c a t i o n  R e g i s t e r ; The r e s u l t s  

o f  any ph ys i c a l  v e r i f i c a t i o n  c a r r i e d  out 

are r ecorded in the ph ys i c a l  v e r i f i c a t i o n  

r e g i s t e r .

Besides the above re g i s t e r s , ,  each checkpost  main­

t a in s  some documents f o r  the passengers and goods tax .

3 .4  To per form the func t i ons  ass igned to the checkposts

in c l ud in g  tha t  o f  ph ys i c a l  v e r i f i c a t i o n  o f  goods ca r r i ed  

by v e h i c l e s ,  i t  i s  necessary  to  have proper  s t a f f  to 

d e t a i n  or unload the v e h i c l e s ,  and to s t o r e  the goods 

in  th8 godouns. A weight  b r i dge  i s  a l so  necessar y .  

P r e s e n t l y ,  the checkposts  are  not only not p rov ided  with 

a l l  these  f a c i l i t i e s ,  but more impor tant l y  they are 

u n d e r s t a f f e d .  Hence, i t  would not be ex agge ra t i o n  to  

say tha t  the checkpos ts ,  as they ope ra t e  now, are
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ill oquicp&d tc function e f puctivaly. Ue found during 

our visits to thase checkposts thr.t there usre long 

queues of vehicles awaiting clearance by the checkpost 

officials. During the busy hours, it was very difficult 

for the checkpost officials to cope uith the work. Con­

sequently, the vehicles are halted for an unduly long 

period of time and moreover the uork of checking, etc., 

could be performed only perfunctorily.

3.5 To minimise the time lost in the detention of 

vehicles and to avoid harrassment to the dealers, it is 

urgently necessary that the staff at the checkposts should 

be adequately increased so that they could deal more expe­

ditiously uith the trucks passing through them. It is 

desirable that the important checkposts such as Mohania 

and Chirkunda are manned by senior assessing officers.

3.5 Ue have earlier referred to the lack of the 

requisite facilities at many of the checkposts. Apart 

from the provision of these facilities, the Department 

should also pay attention to the uorking conditions at

the checkposts. Ue find, for instance, that the facilities 

provided at the border checkposts for the officials- uorking 

there are far from adequate. Not only no residential 

accommodation is given but also sat is factory arrangements 

for ensuring the safety of the officials uorking at the 

checkposts are non-existent. Ue recommend that urgent 

attention be pa id to the questions of accommodation and 

safety.

3.7 In Chapter VIII (section 8.5 .9 )we have

recommended that the system of permits be confined to 

a much smaller number of commodities than at present.
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If this recommendation is accepted* then the task of 

rendering the checkposts effective would become more man­

ageable, and since commodities for which the permit system 

would be retained would be the large revenue' earners, one 

can expect a sizeable increase in revenue to the Govern­

ment. At the same time the permit system, as we have 

indicated in Chapter vin* should be made use of as a tool 

for the building up of the necessary information system.

3.8 Checkposts have been considered essential by admi­

nistrators in the various States for the enforcement of 

the first point levy. But it cannot be denied that in 

many ways they act as hindrance to the free flow of trade 

and are a source of harassment to transporters and traders. 

However, much one may try to improve matters, one cannot 

entirely eliminate the hardships caused by them. Hence 

it would be a sound policy to have as few checkposts 

as are essential and improve their effectiveness rather 

than try to run a large number of them. Applying this 

line of reasoning, we have concluded that the internal 

checkposts should be abolished. On balance, they cause 

more harm than „ It is unreasonable as well as futile

to attempt to monitor the flow of goods from one place to 

another within the same State. Uhat is required in the 

interests of revenue is that the flow of goods across the 

State's borders should be monitored. If this is done eff­

ectively at least in respect of the major revenue-earning 

commodities and if at the same time the flow of goods out 

of manufacturing establishments in the State is also kept 

under watch, there seems to be no strong case for having 

internal checkposts. It is admitted on all hands that 

they are a source of harassment and hindrance the normal
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movement of trade uithin the State. At the same time, 

they do not seem to be effective.

Ue have found for instance that uhen an internal 

checkpost uas established at a particular location, attempts 

uere immediately made to divert the flou of goods so as 

to skirt that particular checkpost. It is our- vieu that 

effective monitoring of goods can be ensured by combining 

the system of border checkposts uith mobile squads equipped 

uith m o d e m  uireless apparatus.

S t ish.
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IX .  ORGANISATIONAL STRUCTURE I  or 

SALES TAX ADMINISTRATION

9 .0 .1  Eve ry  department has t o  undertake two types  o f  

a c t i v i t i e s ;  fu n c t i o n a l  and i n s t i t u t i o n a l .  While  the  

former a c t i v i t i e s  are  per formed t o  f u l f i l  th e  purposes 

f o r  which a department e x i s t s ,  the  l a t t e r  r e f e r s  t o  the  

t y p e  o f  a c t i v i t i e s  a department must concern  i t s e l f  w i th ,  

in  o rde r  t o  enab le  i t  t o  s e r v e  as a d epar tm en t . The 

i n s t i t u t i o n a l  a c t i v i t i e s  r e l a t e  t o  th e  p a t t e rn  o f  i n t e r n a l  

o r g a n i s a t i o n  th a t  can d i r e c t l y  c o n t r ib u te  t o  the  success 

in  th e  e x e c u t io n  o f  the  pr imary ( fu n c t i o n a l )  a c t i v i t i e s

o f  a department .  A proper and e f f e c t i v e  performance o f  

th e s e  a c t i v i t i e s  is  o f  paramount importance.  In  th e  case  

o f  a department such as th e  Commercial T a x a t io n  D ep a r t ­

ment, th e  a d m in i s t r a t i v e  s t ru c tu r e  o b v i o u s l y  c o n d i t i o n s  

th e  e f f i c i e n c y  o f  t a x  c o l l e c t i o n .

9 .0 .2  The Commissioner o f  Commercial Taxes ,  who heads 

th e  Commercial Taxes Department, not o n ly  adm in is te rs  th e  

s a l e s  t a x  but a lso  looks a f t e r  s e v e r a l  o th e r  important 

ta xes  in  th e  S ta t e ,  such as th e  passenger $ and goods t a x ,  

th e  e l e c t r i c i t y  duty and the  en ter ta inm ent  t a x .  The 

Department a l s o  used t o  adm in is te r  th e  a g r i c u l t u r a l  income 

t a x  u n t i l  i t s  a b o l i t i o n  in  March 1979.

9 .0 .3  The o r g a n i s a t i o n  f o r  s a l e s  t a x  a d m in is t r a t i o n  

in  B ihar ,  as i t  e x i s t s  tod ay ,  can be d i v i d e d  in to  four 

s e c t i o n s :  ( i )  Headquarters O rgan isa t ion ,  ( i : . )  A d m in is t ra ­

t i v e  O rg a n isa t io n ,  ( i i i )  Enforcement O rg a n isa t io n ,  and 

( i v )  A p p e l l a t e  O rg a n is a t io n .
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9 .1 .1  The a d m in is t ra t io n  a t  h eadqu arters , as shown 

in E x h ib it  IX  'A ', is  under th e  d i r e c t  s u p e r v is io n  o f

th e  Commissioner o f  Commercial Taxes , Usual';.y an o f f i c e r  

from th e  IAS cadre  is  appo in ted  t o  t h i s  post = D i r e c t l y  

below  him, th e r e  a re  two S en io r  J o in t  Commissioners and 

th r e e  J o in t  Commissioners . They a re  a ss igned  t o  work 

d i r e c t l y  under th e  super in tendence  o f  th e  Commissioner, 

and e x e r c is e  th e  powers d e le g a te d  t o  them by him. One o f  

th e  S en io r  J o in t  Commissioners works as th e  D ir e c to r  o f  

M o n ito r in g  and V ig i la n c e ;  th e  o th e r  s e n io r  J o in t  Commissio­

ner is  in  charge  o f  l e g a l  a f f a i r s .  One o f  th e  J o in t  

Commissioners is  r e s p o n s ib le  f o r  th e  work r e l a t e d  t o  

i n t e l l i g e n c e  and t a x - e v a s io n ,  two posts o f  Join'- Commi­

s s io n e rs  d es ign ed  fo r  e s tab lish m en t and po-.icy  a re  l y in g  

v a c a n t .

9 .1 .2  Next in  l i n e  t o  th e  J o in t  Commissioners are th e  

Deputy Comrr is s  ioners  . There are  o ig h t  Deputy Commissioners 

a t  th e  headquarters  lo o k in g  a f t e r  th e  v::rk ass igned  t o  

them at th e  S ta te  l e v e l .  Two Deputy Commissioners are 

a tta ch ed  t c  th e  D ir e c to r  o f  V ig i la n c e ,  one i.3 a ttach ed

t o  th e  S en io r  J o in t  Commissioner (Law), and one is  a t ta ch ed  

t o  th e  J o in t  Commissioner ( I n t e l l i g e n c e ) . From among th e  

o th er  Deputy Commissioners, one is  r e s p o n s ib le  f o r  m atters  

r e l a t i n g  t c  s a le s  t a x ,  who he lps  th e  Commissioner o f  

Commercial Taxes in  fo rm u la t in g  and a n a ly s in g  th e  t a x  

p o l i c i e s .  A l l  th e  changes in  th e  s t ru c tu re  and i t s  r e l a t e d  

m atters  are ro u ted  through  him. The work o f  th e  o th er  

ta x es  has not been g iv e n  due emphasis. The Deputy Commi­

s s io n e r  who looks  a f t e r  th e  wor k o f  th e  passengers and goods

1. The Headquarters O rg a n isa t io n
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t a x  is  a ls o  r e s p o n s ib le  f o r  s t a t i s t i c s ,  p u b l ic  r e l a t i o n s ,  

p u b l ic a t io n s  and m isce l lan eou s  a c t i v i t i e s .  S im i la r l y ,  

th e  Deputy Commissioner lo o k in g  a f t e r  th e  en terta inm en t 

t a x  is  r e s p o n s ib le  a ls o  f o r  examining problems r e l a t i n g  

t o  th e  accounts o f  th e  Department and th e  work r e l a t i n g  

t o  a u d i t in g .  F in a l l y ,  the  Deputy Commissioner lo o k in g  

a f t e r  the  e l e c t r i c i t y  du ty  is  r e s p o n s ib le  a ls o  fo r  the  

work r e l a t i n g  t o  headquarters  e s ta b l ish m e n t .

9 .1 .3  The above s en io r  personne l are  a s s is t e d  by a 

su p p o rt in g  s t a f f  c o n s is t in g  o f  s p e c ia l  o f f i c e r s ,  s t a t i s ­

t i c a l  o f f i c e r s ,  s e c r e t a r i e s ,  s e c t io n  o f f i c e r s  and a 

r e g i s t r a r .  Each s 'o c i a l  o f f i c e r  is  a l l o t t e d  s p e c i f i c  

work. One s p e c ia l  o f f i c e r  looks a f t e r  th e  work r e l a t i n g  

t o  th e  a d m in is t ra t io n  o f  ta x e s  under th e  s u p e r v is io n  o f  

th e  Deputy Commissioner o f  Commercial Taxes (s a le s  t a x ) .

The second s p e c ia l  o f f i c e r  is  r e s p o n s ib le  f o r  l e g i s l a t i v e  

aspec ts  under th e  Deputy Commissioner o f  Commercial Taxes 

(Law) . The t h i r d  o f f i c e r  manages th e  work r e l a t i n g  t o  

th e  budget and su p e rv is es  th e  au d it  and accou n tin g  work 

o f  th e  Departm ent. The fo u r th  s p e c ia l  o f f i c e r  is  re sp o n ­

s i b l e  f o r  th e  work r e l a t i n g  t o  the  g a z e t t e d  a "id th e  non­

g a z e t t e d  e s ta b l ish m e n t .  B es id es , th e  Commissioner o f  

Commercial Taxes has a s e c r e t a r y  t o  a s s is t  him. He is  

o f  th e  rank o f  A s s is ta n t  Commissioner o f  Commercial T a x es .  

The o th er  su p p o rt in g  s t a f f  com prises s e c t io n  o f f i c e r s ,  

s t a t i s t i c a l  o f f i c e r s  and th e  r e g i s t r a r .  P r e s e n t ly ,  th e r e  

a re  14 s e c t io n  o f f i c e r s  and one s t a t i s t i c a l  o f f i c e r .  These 

o f f i c e r s  a re  a s s is t e d  by a s s i s t a n t s .  Th(.- r e g i s t r a r  looks 

a f t e r  th e  day t o  day work o f  th e  a d m in is t ra t io n  o f  the  

headquarters  .
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9.1 .4  The r: r at'cern r e v e a ls  th a t  th e  a l l o c a t i o n

o f  work nee us re s  j ' * :  Taxes o th e r  than s a le s  t a x

should be ivcn .-'■xv.r r. - . f  us is B es ides , t h e  s t a f f  o f  th e

long -range  planning and a n a ly s is  w ing is  w o e fu l ly  in ad equ a te . 

There is  on ly  one s t a t i s t i c ® !  o f f i c e r  in  t h i s  w ing who is  

a s s is t e d  by some s t a t i s t i c a l  a s s is t a n t s .

2 . The A d m in is t r a t iv e  O rg a n isa t io n

9 .2 .1  The a d m in is t r a t iv e  o r g a n is a t io n  o f  th e  departm ent, 

as shown in  E x h ib i t  1 IX ‘ -B ,  f o l lo w s  a t w o - t i e r  system,

th e  f i r s t  b e in g  th e  d i v i s i o n  and second th e  c i r c l e ,  which 

is  u l t im a te  u n it  o f  o r g a n is a t io n .

9 .2 .2  The d i v i s i o n  is  headed by a person o f  th e  rank 

o f  J o in t  Commissioner (A d m in is t ra t io n )  . The d i s t r i b u t i o n  

o f  a d m in is t r a t iv e  work by d i v i s i o n s  i s  m a in ly  on a 

t e r r i t o r i a l  b a s i s .  P r e s e n t ly ,  th e r e  a re  9 d i v i s i o n s .

These are Patna, Gaya, T ir h u t ,  Darbhanga, Purnea, Dhanbad, 

Jamshedpur, Ranch i nhagal]?ur . There  i s  a p roposa l

f o r  th e  c r e a t io n  o f  two more d i v i s i o n s  v i z . ,  Hazaribagh  

(c o n s is t in g  o f  Hazcx ibagh, G i r id ih ,  and Tenughat c i r c l e s )  

and the  Centra l  D iv is io n  ( c o n s is t in g  o f  C a lc u t ta  C e n tra l  

and Patna S p ec ia l  C i r c l e s )  .

9 .2 .3  U sua l ly  a c i r c l e  -  th e  second t i e r  -  com prises

a d i s t r i c t .  However, the fo rm ation  o f  a c i r c l e  i s  m a in ly  

based on th e  work load .  I f  th e  work in  a d i s t r i c t  i s  not 

s u f f i c i e n t  t o  form a u n it ,  two d i s t r i c t s  cou ld  be jo in e d  

t o  form th e  j u r i s d i c t i o n  o f  a c i r c l e .  S im i l a r l y ,  two or 

more c i r c l e s  could '-’^rved o r t  o f  x>ne iow n  i f  th e  work
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load  j u s t i f i e s  i t .  Patna (E a s t ) ,  Patna (W es t ) ,  Patna 

C i t y  (E a s t ) ,  Patna C i t y  ( 'J e s t ) ,  Jamshedpur, Singhbhum 

a re  examples o f  such c i r c l e s .  There are  a ls o  cases o f  

rorn ia ticn  o f  a s u b - c i r c l e  w ith in  a c i r c l e ,  A s u b - c i r c l e  

i s  formed on th e  b a s is  o f  a d m in is t r a t iv e  c o n s id e ra t io n s  

and on th e  b a s is  o f  work lo a d .  P r e s e n t ly ,  th e r e  a re  49 

c i r c l e s ,  and 10 o f  th e se  c i r c l e s  have one or more s u b - c i r c l e s  

a ttached  t o  i t  . The t o t a l  number o f  s u b - c i r c l e s  in  the  

S ta te  is  19.

9 .2 .4  The c i r c l e  is  g e n e r a l l y  headed b y  an A s s is ta n t

Commissioner o f  Con... i r c i a l  T a x e s .  However, e ig h t  c i r c l e s ,

hav ing  y e a r l y  c o l l e c t i o n s  o f  Rs . 5 c ro r e  and more, have 

r e c e n t l y  been n o t i f i e d  fo r  b e in g  p laced  under a Deputy 

Commissioner o f  Commercial T a xes .  These c i r c l e s  are  

Patna (W es t ) ,  Patna (S p e c ia l ) ,  Jamshedpur, Singhbhum,

C a lcu t ta  C e n tra l ,  J h a r ia ,  Bokaro and H azar ibach . The 

A s s is ta n t  Commissioner is  a s s is t e d  by one or more A d d i t io n a l  

S uper in tenden ts  and th e  l a t t e r ,  in tu rn , g e ts  a s s is ta n c e  

from -the a s s is ta n t  Superin tenden t o f  Commercial T axes .

There  are  ex c ep t io n s  in th e  case o f  Patna S p e c ia l  c i r c l e ,  

R a n c h i ,  BoKaro, Dhanbad (Urban ), Patna (E a s t ) ,  M u za f fa r -  

pur where th e  A s s is ta n t  Commissioner is  b e in g  a s s is t e d  by

an Additional Assistant Commissioner. G e n e ra l ly ,  th e re  

is  a functional d i s t r ib u t i o n  of work among tn ese  A d d i t io n a l  

Assistant Commissioners.

9 .2 .5  At th e  c i r c l e  l e v e l ,  th e  assessment work is  done 

bo th  by th e  A s s is ta n t  Commissioner o f  Commercial Taxes 

and by  th e  Superin tenden ts  -  A d d i t io n a l  as w e l l  as A s s i s ­

ta n t  S u p er in ten d en ts .  The main assessment worK i s ,
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however, done by  th e  S u p er in ten d en ts .  The A s s is ta n t  

Superin tenden ts  r e p re s e n t  th e  low est l e v e l  o f  th e  b a s ic  

a d m in is t r a t iv e  cadre  o f  th e  Departm ent. Below him are 

th e  c le rk s  who form th e  c l e r i c a l  c a d re .  P r io r  t o  1962 

th e r e  used t o  be In sp ec to rs  o f  Commercial Taxes who 

a s s is t e d  th e  a s s e s s in g  a u th o r i t y  and conducted market s u rv e y s .  

W ith e f f e c t  from J u ly  1962,th e  post o f  in s p e c to r  was 

a b o l is h e d .  S in ce  then  th e  Superin tenden ts  a re  supposed 

t o  undertake a l l  th e  work o f  assessment and market s u rv e y s .  

P r e s e n t ly ,  th e  department has more than 200 a s se s s in g  

o f f i c e r s  .

3. The Enforcement O rg a n isa t io n

9 .3 .1  The en forcem ent work (E x h ib i t  IX  B) is  undertaken 

a t  th e  d i v i s i o n a l  l e v e l .  T h is  i s  done b y  th e  Deputy 

Commissioner o f  Commercial Taxes ( I n t e l l i g e n c e )  who works 

under th e  a d m in is t r a t iv e  c o n t r o l  o f  th e  J o in t  Commissioner 

(A d m in is t r a t io n ) ,  who is  th e  head o f  th e  d i v i s i o n .  The 

work o f  th e  en forcem ent p e rson n e l in v o lv e s  tasks  such as 

su rveys  and in v e s t i g a t i o n ,  v i s i t s  t o ,  and search  o f ,  

p la c e s  o f  b u s in ess ,  s e iz u r e s  o f  books o f  accounts, and 

r e p o r t in g  on m a lp r a c t ic e s .  W ith a v iew  t o  p er fo rm in g  

th e s e  ta s k s ,  th e  i n t e l l i g e n c e  wing has t o  c o l l e c t  i n f o r ­

m ation from d i f f e r e n t  sou rces , such as steamer gha ts , 

r a i lw a y  s t a t io n s  and post o f f i c e s .  In  t h i s  work th e  

Deputy Commissioner may be a s s i s t e d  by  th e  A s s is ta n t  

Commissioner and th e  S u p er in ten d en ts .  Thus, th e  A s s is ­

ta n t  Commissioner and th e  Superin tenden t h e lp  th e  Deputy 

Commissioner in  th e  im p lem entation  o f  th e  programme o f  

c o l l e c t i n g  in fo rm a t io n ,  c ro ss  ch eck in g  and fo l lo w -u p  

ac t  i o n .
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9 .3 .2  The check -posts  in  th e  S ta te  are  under th e  d i r e c t  

s u p e r v is io n  o f  th e  c i r c l e  o f f i c e r s .  The ch eck -p os ts  have 

an im portant r o l e  t o  p la y  in check ing  th e  e va s io n  o f  t a x e s .
*

There  are 18 check -posts  at p resen t . The work o f  th e s e  

ch eck -p os ts  in c lu des  in te r  a l i a  in s p e c t io n  o f  th e  v e h ic l e s  

and v e r i f y i n g  th e  nature and volume o f  goods c a r r ie d  by 

them. They a ls o  pass on th e  r e l e v a n t  in fo rm a t ion  t o  th e  

a s s e s s in g  a u t h o r i t i e s .  The ch eck -p osts  a re  thus des ign ed  

t o  keep a check on unau thorised  movements o f  goods and 

a ls o  t o  work as a p a rt  o f  th e  system o f  m o n ito r in g  i n f o r ­

m ation f o r  t a x  a d m in is t ra t io n .

9 .3 .3  The ch eck -posts  perform  a fu n c t io n  a ls o  in  

r e l a t i o n  t o  th e  passengers and goods t a x .  The ch eck -p os ts  

personn e l a s c e r ta in  whether t h i s  t a x  has a l r e a d y  been 

pa id  by  th e  v e h ic l e  pass ing  through  th e  p o s t s .  In  case

i t  is  found th a t  th e  t a x  is  due, a l l  the  ch eck -p os ts  are  

not a u th o r is ed  t o  c o l l e c t  th e  t a x .  There are  a few  

s e l e c t  ch eck -p os ts  th a t  are  au th or ised  t o  c o l l e c t  th e  

passengers and goods t a x .  These ch eck -p osts  a re  known 

as c h e c k -p o in t s . As o f  to -d a y ,  th e r e  are ten  such 

c h e c k -p o in t s .

4.. The A p p e l la t e  O rg a n isa t io n

9 .4 .1  Because o f  the  p o s s i b i l i t y  o f  abuse o f  d i s c r e ­

t i o n a r y  powers by th e  a ssess in g  a u th o r i t i e s  and o f

* As per th e  n o t i f i c a t i o n  o f  th e  Department, th e r e  are  
23 check -p os ts  in f o r c e .  A l i s t  o f  the  check -p os ts  is  
g iv e n  in  Annexure IX .  1 o f  t h i s  ch a p te r .  In t h i s  
annexure i t  is  shown th a t  th e r e  are  5 ch eck -p os ts  which 
are  not w ork ing now.
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e r ro r s  in th e  in t e r p r e t a t i o n  o f  th e  law, th e  revenue 

a d m in is t ra t io n  p rov id es  fo r  r i g h t  o f  appea l, r e v i s i o n  and 

r e f e r e n c e .  A cco rd in g  t o  th e  e x i s t i n g  arrangements in 

B-L.icii:, as siiown in  E x h ib it  I X  B, th e r e  are  th r e e  t i e r s  

o f  a d m in is t r a t iv e  appea l p r io r  t o  cou rt  a p p e a l .  The 

i n i t i a l  appea l is  made t o  th e  Deputy Commissioner o f  

Commercial Taxes (A ppea ls ) who works as an a p p e l la t e  au tho­

r i t y  b e fo r e  v-hcn,the appea l must be f i l e d .  The work is  

t e r r i t o r i a l l y  d i s t r ib u t e d .  G en e ra l ly ,  one Deputy Commi­

s s io n e r  is  xn charee o f  th e  a p p e l la t e  vork  o f  a D iv i s i o n  

but in some case? -chore is  more than one Deputy Commi­

s s io n e r  in  a D i v i s i o n .  These d i v i s i o n s  a re  Patna, (hav ing  

fou r  Deputy Com m issioners). Bhagalpur (h av ing  th r e e  

Deputy Com m iss ioners ), Gava, Ranch i and Dhanbad (each 

d i v i s i o n  h av ing  t T.,o Ceputy Commissioners),, In a l l ,  t h e r e  

are  seven teen  such ..xii'1’- Comm issioners.

9 .4 .2  The h i i t \  Commissioners work under th e  S up er in ­

tendence o f  c h r. J o in t  Coinmissione:: (A ppea ls ) , P r e s e n t ly ,  

however, a l l  th-j f&scs o f  th e  J o in t  Commissioners (Appea ls ) 

a re  l y in g  vac a' i t  . i-».s a s to p -g a p  arrangement, the  Govern­

ment have n o t i f i e d  cfn-it th e  J o in t  Commissioner (Adm in is­

t r a t i o n )  w i l l  work as an a p p e l la t e  a u th o r i t y  in  p la ce  o f  

J o in t  Commissioner (A p p e a ls ) .  As such th e  J o in t  Commi­

s s io n e r  (A d m in is t ra t io n )  is  lo o k in g  a f t e r  th e  worK o f  b o th  

a d m in is t ra t io n  anc! appeals in  a D i v i s i o n .

9 .4 .3  A r e v i s i o n  p e t i t i o n  a ga in s t  th e  o rders  o f  the  

Deputy Commissioner o f  Commercial Taxes can be f i l e d  

b e fo r e  th e  J o in t  Cor;„aiss ioner  (A p p e a ls ) .  The second 

r e v i s i o n  a g a in s t  th e  f in d in g s  t f  th e  J o in t  Commissioner
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o f  Commercial Taxes (Appea ls ) is  t o  th e  Commercial Taxes 

T r ib u n a l .  The T r ib u n a l c o n s is t s  o f  th r e e  members. One 

o f  th e  members is  drawn from th e  ju d i c i a r y ,  g e n e r a l l y  o f  

the  rank c f  a s en io r  D i s t r i c t  Judge. P r e s e n t ly ,  t h is  

member, who is  a ls o  th e  Chairman, is  a r e t i r e d  Judge 

o f  th e  H igh C ou rt .  The second member is  drawn from Accounts; 

u s u a l ly  from th e  cadre  o f  th e  In d ian  Accounts and Audit 

S e r v i c e s . The th-ird member who is  from th e  Commercial 

Taxes Department is  o f  th e  rank o f  a S en io r  J o in t  

Commissioner .

9 .4 .4  B es ides  th e se  r e g u la r  channels o f  appea ls ,  

th e  Commissioner o f  Commercial Taxes can e x e r c is e  suo 

rooto powers o f  r e v i s i o n  e i t h e r  on h is  own m otion or on 

th e  b a s is  o f  a p e t i t i o n  f i l e d  b e fo r e  him.

9 .4 .5  In cases in v o lv in g  p o in ts  o f  law a r e fe r e n c e  

can be made t o  the  r;iah C ou rt .  O therw ise , th e  f in d in g s  

o f  th e  Commercial Taxes T r ib u n a l  o re  f i n a l .

5 . Recommend at ions fo r  R e o rg a n is a t io n  ana Improvement

9 .5 .1  The Department o f  Commercial Taxes is  one o f  

th e  im portant Departments in  th e  Government not o n ly  

because i t  r a i s e s  th e  funds r e q u ir e d  fo r  : n c ing  th e

major pa rt  o f  the  Governm ent's a c t i v i t i e s  but stlso because 

th e  ta x es  c o n t r o l l e d  a re  among th e  most po ten t in s t r u ­

ments o f  Governmental p o l i c y .  Yet the  o f f i c e r s  o f  th e  

Departments a re  not w e l l - t r a in e d  and one o f  i t s  im portant 

s e c t io n s  d e a l in g  w ith  r e s e a rc h  and s t a t i s t i c a l  work is  

in a d eq u a te ly  s t a f f e d  and has no infommation system o f  any
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s i g n i f i c a n c e  t o  h e lp  i t  c a r r y  out th e  a n a ly s is  needed f o r  

p o l i c y  making, .ibove a l l/  th e  Department has been w ith ou t 

e f f e c t i v e  l e a d e r s h ip  fo r  s e v e r a l  y e a r s .  There  i s ,  t h e r e -  

i c r ^ ,  need f o r  • r e o r g a n is a t io n  o f  th e  Department so as t o  

enab le  i t  t o  p r o p e r ly  f u l f i l  i t s  fu n c t io n s .  Most major 

aspec ts  o f  i t s  fu n c t io n in g  ra n g in g  from re c ru itm en t  and 

t r a in in g  o f  personn e l t o  th e  s t a f f i n g  o f  th e  upper l e v e l  

o f  a d m in is t ra t io n  need t o  be s u b s t a n t ia l l y  m o d if ie d  and 

s tre n g th en ed .

The Commissioner o f  Commercial Taxes

9 .5 .2  One o f  the  im portant causes o f  th e  poor p e r f o r ­

mance o f  th e  Department is  th e  absence o f  e f f e c t i v e  

le a d e r s h ip .  The Coi '- .issioner o f  Commercial Taxes , who is  

th e  head o f  th e  e n t i r e  Department, as noted  e a r l i e r ,  is  

drawn from th e  I-A..S C a d re . I t  is  f a i r  t o  assume th a t  

when he tak es  over  cl -arcs o f  t h i s  o f f i c e  he is  g e n e r a l l y  

unaware o f  both  the  d e t a i l s  o f  ta x e s  and t v e problems o f  

th e  Department. . A g e n e ra l  a d m in is t ra to r  o f  in t e l l i g e n c e  

can, perhaps, a cqu ire  th e  knowledge o f  t a x a t io n  and o f  

o th er  departm en ta l problems needed in  th e  d is c h a rg e  o f  

h is  d u t ie s ,  on th e  jo b  I t s e l f .  But he would need about 

a year or a year  and a h a l f  t o  do s o .  T h e r e fo r e ,  a f i v e -  

year term would be th e  optimum ten u re  fo r  th e  Commissioner, 

but a th r e e - y e a r  term  should be rega rd ed  as the  minimum. 

However, i f  one looks  a t th e  r e co rd  o f  th e  d u ra t io n  o f  

s t a y  o f  d i f f e r e n t  Commissioners in  th e  Department over th e  

l a s t  10 y e a r s ,  one f in d s  th a t  many incumbents were t r a n s ­

fe r r e d  b e fo r e  th e y  cou ld  even  s e t t l e  in to  th e  jo b ;  some 

o f  them were t r a n s fe r r e d  w i th i r  a few  months o f  t h e i r  

j  o in in g .
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9 . 5 . 3  Between 1 .6 .1 9 7 1  and 30 o i l . 1973, th a t  i s ,  

ro u g h ly  over a p e r iod  o f  two y e a rs ,  th e re  were n ine  

Commissior.ers, g i v in g  an average  ten u re  o f  3 months. The 

d a tes  o f  o f f i c e  held  by  th e  d i f f e r e n t  Commissioners d u r in g  

th e  l a s t  e ig h t  y e a rs ,  g iv en  below , show th a t  th e re  have been 

v e r y  fr eq u en t  p o s t in gs  and t r a n s fe r s  in  r e l a t i o n  t o  t h i s  

important o f f i c e  in th e  Government.

Name o f th e  Commissioners Per iod o f  s ta y
I  r  om To

1 . S h r i Ras B ih a r i  L a i 1.6 .1971 21.7 .1971

2. Shr i N ava l X i s h r : e Pr as ad 21.7.1971 2 2.11.1971

3 . S h r i Samir Kumar Ghosh 25.11.1971 16.6.197 2

4 . S h r i Ram Prakash Khanna 16.6.1972 23.8 .1972

5 . S h r i V. Balasubramaniam 23 .8 .1972 3 .1 .197 3

6 . S h r i Ram Prakash Khanna 9.2.197 3 13.5 .1973

7 . S h r i Karam Singh 14.5 .1973 11.9.1973

8 . S h r i B .E . Nathan 1 1 .9 .1 97 3 20.11.1973

9. Shr i S -A .M . Ishaq 21.11.197 3 30.11.1973

10. S h r i R -  S r in iva s^ n 30 .11 .1973 20.8 .1976

11. S h r i A-U => Sharma 20.8 .1976 11.9.1976

12. S h r i Abu Hakim 8.10.1976 30.4.1978

13. S h r i J -C - J e t e l y 27 . 6 .1978

The sh or t  s t a y  Of th e  Commissioners d id  not a l lo w  them t o  

fu n c t io n  e f f e c t i v e l y  in th e  Departm ent. Those who s tayed  

o n ly  fo r  such sh ort  p er iod s  o f  t im e cou ld  be expected  

n e i th e r  t o  improve th e  fu n c t io n in g  o f  th e  Department nor 

g i v e  proper a d v ic e  t o  th e  I inance M in is t e r  . No wonder 

then  th a t  th e y  have not been a b le  t o  make any p o s i t i v e  

c o n t r ib u t io n  t o  ~ - i o n a l i s a t  ion  o f  th e  t a x  s t r u c tu r e .
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We s t r o n g ly  r^cacnund th a t  th e  ComnisGioner o f  Commercial 

Taxes should be made t o  s ta y  in  th e  Department fo r  a m in i ­

mum p er iod  o f  chree y e a r s .

The A d d i t io n a l  Commissioner o f  Commercial Taxes

9 .5 .4  In o rder  t o  a d eq u a te ly  s t ren g th en  th e  o rg a n is a ­

t i o n  a t th e  headquarters  and a ls o  t o  ensure a c o n t in u i t y  

o f  th e  p o l i c i e s  fo l lo w e d  by  th e  Commissioner o f  Commer­

c i a l  Taxes , i t  would be n ecessa ry  t o  c r e a t e  some new posts  

and t o  in trod u ce  a c e r t a in  d eg ree  o f  fu n c t io n a l  s p e c i a l i ­

s a t i o n .  We are  happy t o  le a rn  th a t  the  Government have 

v e r y  r e c e n t l y  n o t i f i e d  th e  c r e a t io n  o f  a new post o f  

A d d i t io n a l  Commissioner o f  Commercial Taxes who would be 

second-in-command t o  th e  Commissioner o f  Commercial
jc

Taxes . T h is  post should be manned by a s e n io r  o f f i c e r  

w ith  c o n s id e ra b le  e x p e r ie n c e  w ith  th e  B ihar F inance 

S e r v i c e ,  The A d d i t io n a l  Commissioner would be th e  t o p  

most t e c h n ic a l  o f f i c e r  who would be a b le  t o  ad v is e  the  

Commissioner. He should be enabled  t o  a c t  as Commissioner 

d u r in g  th e  absence o f  the  l a t t e r .  For t h i s ,  the  A d d i t io n a l  

Commissioner should be en tru s ted  w ith  th e  same powers as 

th e  Commissioner. Some o f  th e  powers would be e x e rc is e d  

a lon g  w ith  th e  Commissioner, o th e rs  in  h is  absence.

However, as o f  tod ay ,  t h is  post has not been f i l l e d .  We 

are  s t r o n g ly  o f  the  op in ion  th a t  t h i s  post should be 

f i l l e d  as e a r l y  as p o s s ib l e .  Th is  is  v e r y  important because

* Th is  has been n o t i f i e d  by  th e  Government v id e  
n o t i f i c a t i o n  No. 147 C da ted  February  15, 1979.

@ We understand th a t  th e  post has been f i l l e d - i n  s in c e  
th e -ab ove  was w r 'i t 't en .
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th e  Commissioner should have w ith  him a s en io r  t e c h n ic a l  

o f f i c e r  who is  almost at h is  l e v e l  but drawn from the 

B ihar F inance S e r v ic e ,  t o  a d v is e  him on m atters  c a l l i n g  

f o r  chfc e x p re s s io n  o f  fran k  op in ion  and fo r  t e c h n ic a l  

e x p e r t i s e .  However, i t  is  important b e fo r e  .he a p p o in t­

ment o f  a person as th e  A d d i t io n a l  Commissioner, th a t  he 

be g iv en  o p p o r tu n ity  fo r  t r a in in g  and le a rn in g  from the  

e x p e r i e n c e  o f  th e  o th er  S ta t e s .

Bureau o f  In yos t i q a t i o n  and I n t e l l i g e n c e

9 .5 .5  The e x i s t in g  i n t e l l i g e n c e  wing is  i l l - e q u ip p e d  

and u n d e rs ta f fe d  t o  undertake th e  ta sk  ass igned  t o  i t .

The b a s ic  s t ru c tu re  o f  i t s  o r g a n is a t io n  does not produce 

a system th a t  ecu Id  . 2t  in fo rm a t ion  on c r u c ia l  a spec ts  

r e l a t e d  t o  th e  evas ion  c f  t a x .  I t  lacks th e  c a p a c i t y  t o  

c a r r y  out surveys  ana in v e s t i g a t i o n s .  There  is  no 

sy s tem a t ic  work t o  in form  th e  inte lligence:- wing about th e  

e va s io n  b e in g  p r a c t is e d  in  th e  S t . f : e .  r e s id e s ,  th e  

i n t e l l i g e n c e  wing does not have e i t h e r  th e  f a c i l i t y  o f  

f l y i n g  squads or r' x  ̂ --age less communication system . A l l  

t o l d ,  th e  i n t e l l i g e n c e  wing is  not w ork in f e f f i c i e n t l y

as an ,j.nt i~-evas ion w ing .

9 .5 .6  We a re ,  t h e r e f o r e ,  o f  th e  v iew  “ hat (a ) the  

e x i s t in g  i n t e l l i g e n c e  wing should be reorgeni;-;ed and (b) 

proper emphasis s h " !ld be g iv e n  t o  the  fJcw c f  r e q u ir e d  

in fo rm a t ion  through f i e l d  work. W ith a v iew  t o  d o in g  so, 

i t  is  recommended th a t  th e  r e o r g a n is a t io n  should be done 

on th e  f o l l o w in g  l i ^ c s ;
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9 .5 .7  A Bureau o f  In v e s t i g a t i o n  and I n t e l l i g e n c e  (B I I )  

be e s ta b l is h e d  under th e  d i r e c t  s u p e r v is io n  o f  th e  

Commissioner o f  Commercial T a x es .  The D i r e c t o r  o f  the  

B I I  should be a s e n io r  man o f  th e  rank o f  a s en io r  J o in t  

Comm issioner. P r e s e n t ly ,  a t th e  h eadqu arters , th e  work 

r e l a t i n g  t o  i n t e l l i g e n c e  is  looked  a f t e r  by  a J o in t  

Commissioner .

9 .5 .8  The B I I  should com prise  th r e e  b ran ch es . One

branch headed by a J o in t  Commissioner should be re sp o n ­

s i b l e  f o r  i n t e l l i g e n c e  work. The o f f i c e  o f  th e  branch 

should be lo c a te d  r t  th e  headquarters  w ith  n ine  sub­

o f f i c e s  lo c a te d  in  th e  d i v i s i o n s ,  each o f  them headed 

by  a Deputy Commissioner". The main ta s k  o f  t h i s  branch 

would be t o  c o l l e c t  - i l l  th e  b a s ic  in fo rm a t ion  u s e fu l  fo r  

d e t e c t in g  e v a s io n  o f  t a x .  Th is  would in c lu d e  conducting 

market su“ v e T r ; iio. rev :':..at :'ng t a x  p o t e n t i a l  by  commodi­

t i e s  and b y  Cc>i- ~ e a  o f  d e a l e r s .  The o f f i c e  o f  t h i s  

branch at th a  C.'~j >rtart. w i l l  o p e ra te  m a in ly  in  r e l a ­

t i o n  t o  t a x  e v o i - im  hav ing i n t e r - d i v i s i o n a l  and i n t e r ­

s t a t e  connecticn<= A l l  th e  work o f  c o l l e c t i o n  o f  i n f o r ­

mation, v e r i f i c a -  ' "'n hewing th e  above c o ve ra g e  w i l l  be 

done b y  thus o f f i c e .  The d i v i s i o n a l  o f f i c e  on th e  o th er  

hand w i l l  c o n f in e  i t s e l f  t o  th e s e  a c t i v i t i e s  w i th in  the  

d i v i s i o n .

9 .5 .9  The second branch o f  th e  B I I  would c o n s is t  o f  

m ob ile  squads. Each o f  th e s e  squads should be headed by 

a J o in t  Comm issioner. The fu n c t ion s  o f  th e  m ob ile  squad 

would in c lu d e  in t e r c e p t in g  and check ing  o f  v e h i c l e s ,  

e s p e c i a l l y  a f t e r  t h e i r  c r o s s in g  th e  c h e c k -p o s ts .  T h is ,  

in  g e n e ra l ,  would be done on th e  r e c e i p t  o f  in fo rm a t ion
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from th e  i n t e l l i g e n c e  o f  th e  B I I  or from some o th er  

s o u rc e s .  Even w ithou t any in fo rm a t ion , the  m ob ile  squads 

shou ld  have t h e i r  own programme o f  check ing  v e h ic l e s  on 

d i f f e r e n t  ro u te s  on a sample b a s i s .  Th is  would h e lp , 

as in d ic a te d  in  the  chapter on In fo rm ation  System, t o  

d e t e c t  e va s io n  o f  t a x  and have a check on th e  proper 

fu n c t io n in g  o f  th e  check -posts  . In t h is  c o n tex t  i t  is  

recommended th a t ,  in  a l l ,  th e  E l l  should have 32 f l y i n g  

squads . As th e  main work o f  th e  f l y i n g  squads would be 

r e l a t e d  t o  e va s io n  p r a c t is e d  by d e a le r s  in  d i f f e r e n t  

d i v i s i o n s ,  each d i v i s i o n  shou ld be a l l o t t e d  th r e e  f l y i n g  

squads; f i v e  squ r: could be s ta t io n e d  a t th e  h ead qu arte rs .

9 .5 .10  The t h i r d  ’ in i t  o f  th e  B I I  w i l l  undertake the  work 

r e l a t i n g  t o  p ro s e c u t io n .  Th is  wing should h av j persons 

drawn from th e  p o l i t e  departm en t. They w i l l  work under 

th e  d i r e c t  c o n t r o l  o f  th e  D i r e c t o r  o f  th e  BII,, Th is  should 

be headed b y  a Sen ior Superin tenden t o f  P o l i c e .  I t  should 

have a su p p o r t in g  s t a f f  o f  th r e e  Deputy S uper in tenden ts , 

fou r  in s p e c to r s ,  e ig h t  s u b - in s p e c to rs ,  e i  ht a s s is ta n t  

s u b - in sp ec to rs  and s ix t e e n  c o n s ta b le s .  Once the wing is  

formed, th e s e  p o l i c e  o f f i c i a l s  w i l l  be g iv e n  s p e c ia l  

t r a in in g  t o  handle t a x  m atters  and would d is c  be g iv en

a course  on th e  r e l e v a n t  t a x  la w s .

F i e l d  S u p e rv is o rs

9 .5 .1 1  I t  i s  w e l l  r e c o g n is e d  th a t  the  c o n t r o l  o f  the  

Department o ve r  i t s  assessees  has weakened o ver  th e  

y e a r s .  T h is  is  m a in ly  due t o  th e  n e g l ig e n c e  o f  f i e l d  

work. As th e  post o f  in sp ec to r  o f  commercial fa ::es  was
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ab o lish ed  in  1962 and as no proper s u b s t i tu t e  f o r  th e  

in sp ec to r  who used t o  undertake f i e l d  work, cou ld  be 

arranged , t h i s  work go t  n e g le c t e d .

9 .5 .12  The im portance o f  th e  in sp ec to r  f o r  f i e l d  work 

in  t a x  a d m in is t ra t io n  cannot be e x a g g e ra te d .  W hile  

proper s c r u t in y  o f  accounts a t  th e  t im e  o f  assessment 

is  im portan t, supplem entary a c t io n  l i e s  in  concu rren t ,  

p r e v e n t iv e  v i g i l a n c e  through  contem porary f i e l d  checks 

in tended  t o  ensure th e  maintenance o f  proper books o f  

a ccou n ts . T h is  is  th e  major fu n c t io n  o f  th e  v i g i l a n c e  

w in g .  Such p r e v e n t iv e  v i g i l a n c e  can be toned  up o n ly  

i f  f i e l d  work is  p r o p e r ly  a ttended  t o .  As i t  i s ,  the  

a s s e s s in g  a u th o r i t i e s  are overburdened w ith  th e  ta s k  o f  

assessm ent. Important v i g i l a n c e  a c t i v i t i e s  such as 

w atch ing  a r r i v a l s  in  th e  m arket, hav ing  an eye on lo a d in g  

and u n load in g  at r a i lw a y  s t a t i o n s ,  keep ing  t r a c k  o f  

movement o f  goods through  th e  steam ghats and m o n ito r in g  

t r a n s p o r t a t io n  o f  goods by  road  are  not p o s s ib le  w ithou t 

th e  h e lp  o f  a person l i k e  th e  in sp ec to r  because most o f  

th e s e  a c t i v i t i e s  in v o lv e  r e g u la r  watch and sy s tem a t ic  

g a th e r in g  o f  in fo rm a t ion  ,from a v a r i e t y  o f  s o u rc es .

W ithout t h i s  ty p e  o f  work, th e  Department cannot ga ther 

s u f f i c i e n t  e v id en c e  t o  d e t e c t  t a x  e va s io n  and t o  make 

b e s t  judgement assessm ents. In f a c t ,  th e  n o n - a v a i l a b i l i t y  

o f  such hard e v id en ce  has been th e  p r in c ip a l  weakness in  

th e  e f f o r t s  a t  combating t a x  e va s io n  in  B ih a r .  In  th e  

absence o f  su s ta in ed  d a y - to -d a y  f i e l d  work, th e r e  are no 

d a ta  t o  support e f f e c t i v e  enhancement of demand du ring  

assessm ent. B es id es ,  any enhancement o f  t a x  done w ithou t 

such com prehensive home work becomes p e r fu n c to ry  and does
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not stand th e  t e s t  o f  a p p ea l .  I t  i s ,  th e r e * o c e ,  nor s u r ­

p r i s in g  t o  le a rn  from the  re co rd s  o f  assessments th a t  98 

per cen t o f  th e  revenue from th e  s a le s  t a x  is  ob ta in ed  in  

th e  S ta te  from th e  adm itted t a x ;  e x t r a  demand is  c rea ted  

f o r  a sm all sum o n l y ;  such a demand is  based cn th e  ’ under­

s ta n d in g ' o f  th e  a sses s in g  a u th o r i t y  end not cn any s p e c i f i c  

f a c t s .  The assessee  does not go in fo r  appea l in  r e s p e c t  

o f  th e  sm all e x t r a  sum demanded. Hence, sm a ll r d d f t i o n a l  

demands, cou ld  be r a i s e d  by  th e  Department w ithou t 

in c u r r in g  th e  grudge o f  th e  a s s e s s e es .

9 .5 .13  I t  i s ,  t h e r e f o r e ,  s t r o n g ly  reco;amnnded th a t  th e  

Government should r e v i v e  th e  post o f  th e  f i e l d  w o rk e r .

The post may be d es ign a ted  as f i e l d  s u p e r v is e e .  He may 

be put in  th e  pay s c a le  o f  Rs . 400 -20-600 The r o l e  o f

th e  s u p e rv is o r  world be t o  c o l l e c t  in form c t i c  ̂  from t r a d e r s ,  

t r a n s p o r t  e g e n c i r "  f nc led  inn railw. .y _ , bankt and b i g  

companies in the  p u b lic  s e c t o r ;  t o  wer j.i'y d e c la r a t io n s  

p e rm its ,  e t c . ,  rr  jsen ted  under t i e  law with  a v iew  t o  

p r e v e n t in g  ta x -e v a s  ion ; t o  undertake such ru net ions in  

r e l a t i o n  t o  check -posts  as rnay be crder-rd Lv the  Commissioner 

and t o  be o f  g e n e ra l  su bord in a te  a s s is ta n c e  t o  o f f i c e r s  

in  charge o f  c i r c l e s  or t o  the  D iv i s i o n a l  I n t e l l i g e n c e  

Branch in  th e  d is ch a rg e  o f  t h e i r  d u t ie s  - The Commissioner 

w i l l  have powers t o  r e d e f in e  from tim e tc t im e h is  d u t ie s  

and fu n c t io n s  in  th e  in t e r e s t s  o f  b e t t e  ta x  a d m in is t ra ­

t i o n .  However, a s u p e rv is o r  should not be en tru sted  w ith  

assessment work nor g iv e n  powers o f  s e i z u r e .

9 .5 .1 4  I t  is  es t im ated  th a t  t  ie Department would r e q u ir e  

ap p rox im a te ly  300 f ie - ld  supers 'so rs  t o  work fo r  th e  D i v i ­

s io n a l  I n t e l l i g e n c e  Branch, fo~  th e  ou ter  ch eck -p os ts ,  and
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in  th e  d i f f e r e n t  c i r c l e s  in c lu d in g  th e  work at th e  head­

q u ar te rs  .

A p p e lla te  O rg a n isa t io n

9 .5 .15  Under th e  e x i s t in g  p r o v is io n s ,  th e  f i r s t  appea l 

is  made t o  th e  Deputy Commissioner (A p p e a ls ) ,  who works 

under th e  a d m in is t r a t iv e  c o n t r o l  o f  th e  Commissioner o f  

Commercial T a x e s .  T h is  does not seem t o  be a p p r o p r ia te .

In  t h i s  co n n ec t io n , th e  o b s e r v a t io n  o f  th e  Law Commission 

in  i t s  T w e l f t h  R ep or t  on income t a x  may be not«*d. To 

q u o te ,  "On p r in c ip l e  i t  may appear o b je c t io n a b le  th a t  xan 

agency which is  under th e  d i r e c t  c o n t r o l  o f  th e  C e n tra l  

Board o f  Revenue should be v e s te d  w ith  j u r i s d i c t i o n  t o  

hear appea ls  from th e  o rd e rs  o f  th e  income t a x  o f f i c e r .  

J u s t ic e  should not o n ly  be done, but should appear t o  be 

done and in s p i r e  co n f id en ce  in  th e  persons concerned . I t  

i s  an e lem en ta ry  p r in c ip l e  o f  th e  law th a t  a person shou ld  

not be a ju dge  in  h is  own c a u s e " .  The same o b je c t io n  

could be a p p l ie d  t o  th e  procedure  under th e  sa les- t a x  law  

whereby th e  Deputy Commissioner o f  Commercial Taxes 

(A ppea ls ) works as an a p p e l la t e  a u th o r i t y  f o r  th e  cases 

assessed by o f f i c e r s  working under thfe Commissioner o f  

Commercial T a x e s .  On th e  p a rt  o f  th e  Departm ent, i t  i s  

c la im ed  th a t  th e  a p p e l la t e  a u th o r i t y  is  not g iv e n  any o rd e rs  

o r  d i r e c t i o n s  in  r e l a t i o n  t o  t h i s  a p p e l la t e  wbrk and 

th a t  he i s ,  t h e r e f o r e ,  e x e r c i s in g  independent judgement. 

However, i t  i s  c l e a r  th a t  in f lu e n c e  cou ld  be brought t o  

bear on th e  j u d i c i a l  mind in  many s u b t le  ways o th e r  than 

through  the  is su e  o f  e x p l i c i t  o r d e r s .  I t  would not be 

e n t i r e l y  w ith ou t j u s t i f i c a t i o n  i f  th e  p u b l ic  should assume
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that Departmental appellate officers would be uncon­

sciously following the wishes o f  the Departm ent in  g iv in g  

decisions and that they wpuld hesitate b e fo r e  ta k in g  a 

view which would not be entirely p a la ta b le  t o  th e  D ep a rt­

ment. We would, therefore, urge th a t  th e  a p p e l la t e  

authority for tax matters should be sep a ra ted  from th e  

main body of the administration.

9,5,1^ With this objective in view we recommend th a t  

the existing Commercial Taxes Tribunal be rao rga n ised  

along the lines suggested by the Taxation E nqu iry 

Commission (1953-54). The tribunal in B ihar shou ld c o n s is t  

of persons presently working as members and another member 

with accountancy or business experience. Th ere  shou ld be 

no person from the o ffice  of the Commissioner o f  Commercial 

Taxes to serve as a member of the t r ib u n a l .  The t r ib u n a l 

should be the fina l revision authority. The J o in t  Commi- 

ssioner, Conunercia 1-Taxes (Appeals) , who is a t p resen t 

working under the supervision o f  th e  Commissioner o f  Commer­

c ia l Taxes should come under th e  a d m in is t ra t iv e  c o n t r o l  

of the tribunal* These two appellate a u th o r i t ie s  namely 

the Joint Cormnissioner (Appeals) and th e  D eputy Commissioner 

(Appeals) should be independent o f  the Commissioner o f  

Commercial Taxes. I f  persons with c o n s id e ra b le  e x p e r ien c e  

and knowledge in different fie lds m entioned above are 

appointed to serve on the tribunal, th e  a p p e l la t e  body would 

be able to inspire confidence in the minds o f  th e  p u b lic  

and, at the same time, the work r e l a t in g  t o  appea ls  cou ld  

be considerably improved.
■ ....1 1 ---------- ' *
* As explained in para 9.4.2, pres-ently th e  work o f  th e  

Joint Cormnissioner (Appeals) is  looked a f t e r  by th e  
Joint Commissioner (Administration) . T h is  is  s t i l l  
worse and further supports our argument fo r  s ep a ra t io n  
of appellate v*rk from lshe a d m in is t r a t io n .
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R esearch  and S t a t i s t i c s  Wing

9 .5 .17  We have e a r l i e r  in d ic a te d  th a t  the  Commercial 

Taxes Department has not b u i l t  up a proper in fo rm a t ion  

system . The d a ta  a re  not c o l l e c t e d  in  a s y s tem a t ic  

manner. ' The c o l l e c t i o n  o f  th e  da ta  is  looked  a f t e r  by 

th e  Long Range P lann ing  and A n a ly s is  Wing (h e r e a f t e r  

r e f e r r e d  t o  as PAW) . Th is  wing is  headed by a Deputy 

Commissioner o f  Commercial Taxes , under th e  d i r e c t  

s u p e r v is io n  o f  th e  Commissioner o f  Commercial T axes .

I t  has a san c t ion ed  s t r e n g th  o f  two s t a t i s t i c a l  o f f i c e r s  

but at p resen t  o n ly  one s t a t i s t i c a l  o f f i c e r  is  w ork ing . 

However, some a s s is ta n ts  a re  a ls o  a ttach ed  t o  i t .  At 

th e  c i r c l e  l e v e l ,  t h e r e  is  one s t a t i s t i c a l  a s s is ta n t  

a tta ch ed  t o  each c i r c l e .

9 .5 .18  Though t h i s  s t r u c tu r a l  r e l a t i o n s h ip  w ith  the

c i r c l e  is  h e lp fu l  in  g e t t in g  r e l e v a n t  in fo rm a t io n ,  th e r e  

is  no adequate ~ -.af-r „t;_ Lh<- headquarters  l e v e l  t o  examine 

th e  a v a i l a b l e  data  and g e t  th e  same p roce ssed . I t  is  

v e r y  e s s e n t i a l  fc-' th e  developm ent o f  th e  in form a­

t i o n  system and fo r  th e  proper a d m in is t ra t io n  o f  th e

t'-.v th-;4- th'- PAW be p r o p e r ly  manned and f u l l y  equ ipped .

I t  is  recommended th a t  th e  -.ring be put under th e  d i r e c t  

c o n t r o l  o f  th e  proposed A d d i t io n a l  Commissioner o f  

Commercial Taxes . The wing should c o n s is t  o f  two s en io r  

members o f  th e  rank o f  Deputy Commissioner o f  Commercial 

Taxes . I t  is  su ggested  th a t  one o f  them shou ld be from 

th e  B ihar F in ance  S e r v ic e ,  hav ing  in t im a te  knowledge 

o f  t a x  m a t te rs ;  and the  second from th e  D i r e c t o r a t e  o f  

S t a t i s t i c s  and E va lu a t ion , hav ing  a thorough  knowledge
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of s ta tis tica l tools applicable to the collection and 
processing of data. The latter Deputy Director should 
have interaction with the state's Directorate of Statis­
tics and Evaluation on a continuing basis so that the 
Commercial Taxes Department can have some studies done 
frpm the Directorate of Statistics and Evaluation. Besides, 
this would enable the Department to have greater co-ordi­
nation with the Directorate of Statistics and Evaluation.

9.$,19 The PAW should have two units -  a policy unit 
and a sta tistica l c e ll .  The functions of the former 
unit would include undertaking in-depth studies of the 
present and future policies o f taxation, based on 
empirical data. The unit w ill also monitor the structure 
of trade in Bihar, the nature of commodity practices, the 
rates of growth of turnover, etc. The unit would also 
be responsible for undertaking market surveys on the lines 
illustrated in Chapter V III of the Report (Annexure V III.6 ) . 
The s ta tis tica l unit would have regular interaction with 
the circles and with the proposed computer centre. Support­
ing data for the studies to be conducted in the policy 
unit would be supplied by this c e ll.  The data would be 
collected, c lassified  and kept ready for easy re trieva l.
The PAW should have two sta tistica l officers with support­
ing s t a f f .

9.5*20 For the proper functioning of the PAW, it is 
of paramount importance that its sta ff should be spread 
over a l l  the c irc les. As of today, we have in the 
Commercial Taxes Department one statistica l clerk for 
every c irc le . He is, however# not fu lly  devoting his
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t im e fo r  th e  a c t i v i t y  he is  r e s p o n s ib le  fo r  and keeps 

h im s e l f  busy w ith  oe ' t a in  o th er  a c t i v i t i e s  of th e  c i r c l e s  . 

As such, no proper f 2ov o f  in fo rm a t ion  from the  c i r c l e s  

t o  th e  headquarters is  tak ing  p lace .  I t  is  n ecessary  

th a t  each c i r c l e  should be manned by a s t a t i s t i c a l  a s s i s ­

ta n t  t r a in e d  in  s t a t i s t i c a l  tech n iqu es  and t h e i r  a p p l i ­

c a t i o n .  He should not be ass igned  any o th e r  work e x c e p t ­

in g  d a ta  c o l l e c t i o n  and t h e i r  c o m p ila t io n  under d i r e c t  

in s t ru c t io n s  from h is  d i v i s i o n a l  head. Each d i v i s i o n  

should a ls o  have one s t a t i s t i c a l  o f f i c e r  s u p e r v is in g  

th e  s t a t i s t i c a l  work o f  a l l  th e  c i r c l e s  w i th in  i t s  j u r i s ­

d i c t i o n .  Thus, th e  PAW would have e f f e c t i v e  c o n t r o l  o f  

th e  s t a t i s t i c a l  and i n t e l l i g e n c e  work o f  c i r c l e s  through  

th e  d i v i s i o n a l  o f f i c e r s .

T r a in in g  and R ecru itm en t

9 .5 .21  The o f f i c e r s  o f  th e  Commercial Taxes Department 

are  drawn from and b e lon g  t o  th e  B ihar I in a n c e  S e r v i c e .

The re c ru itm en t  t o  t h i s  S e r v ic e  is  done p a r t l y  through  

an exam ination  and p a r t l y  through  dep artm en ta l promotions 

o f  a s s is ta n ts  and c l e r k s .  Candidates taken  through  d i r e c t  

re c ru itm en t  and promotions are  ro u g h ly  in  equ a l p rop o r­

t i o n s .  When a f r e s h  r e c r u i t  t o  a B ihar I 1 inance S e r v ic e  

comes t o  th e  Department, he is  taken  a t  th e  l e v e l  o f  an 

A s s is ta n t  Superin tenden t o f  Commercial T a x es .  On pass ing  

a departm en ta l exam ination  conducted by th e  Board o f  

Revenue, an A s s is ta n t  Superin tenden t is  promoted t o  the  

rank  o f  an A d d i t io n a l  Superin tenden t o f  Commercial T a xes .

9 .5 .2 2  A f t e r  appointment, B ihar F inance S e r v ic e  o f f i c e r s  

a re  sen t f o r  t r a in in g  s t  th e  A d m in is t ra t iv e  T r a in in g  I n s t i ­
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tu t e  a t Ranch i f o r  a p e r iod  o f  ten  weeks. The t r a in in g  

programme in c lu des  a ls o  im p art in g  o f  some knowledge o f  

procedures o f  t a x  assessment and o f  th e  r u le s  and r e g u la ­

t i o n s  o f  th e  T a x a t io n  Departm ent. A f t e r  t r a in in g ,  Bihar 

F inance  S e r v ic e  personne l a re  l i a b l e  t o  be posted a t the  

v a r io u s  Departments o f  th e  S ta te  governm ent. Those who 

a re  posted  a t th e  Commercial Taxes Department are o f  

course  e l i g i b l e  t o  seek  t r a n s f e r s  t o  o th er  Departments 

in  th e  cou rse  o f  t h e i r  c a re e r  . k i t h  th e  r a th e r  g e n e ra l  

t r a in in g  imparted in  th e  b eg in n in g  o f  t h e i r  c a re e r  and 

th e  t a x a t io n  o f f i c i a l s  b e in g  part  o f  a g e n e ra l  F inance 

S e r v ic e  manning va r iou s  Departm ents, i t  has not been 

p o s s ib le  t o  b u i ld  up a s p e c ia l i s e d  and w e l l - t r a in e d  

T a x a t io n  S e r v i c e .  We f e e l  th a t  th e  Government should 

s e r i o u s l y  c o n s id e r  th e  c r e a t io n  o f  a s ep a ra te  T a x a t io n  

S e r v i c e .  W ithout th e  c r e a t io n  o f  such a S e r v ic e ,  i t  would 

be im p oss ib le  t o  b r in g  about a s u b s ta n t ia l  improvement 

in  th e  a d m in is t ra t io n  o f  th e  va r io u s  comm ercial t a x e s .

I t  is  not su gges ted  th a t  th o s e  who a re  taken  t o  th e  Taxa ­

t i o n  S e r v ic e  should not be e l i g i b l e  t o  s e r v e  in  o th er  

Departments o f  th e  Government from tim e t o  t im e .  Th is  

may be r e a d i l y  p e rm it ted ,  but in  o rder  t o  s c i e n t i f i c a l l y  

manage a modern t a x  system, i t  is  n ecessary  t o  have a 

d i s t i n c t  cadre  which can ga th er  ex p e r ien c e  and knowledge 

through  s p e c i a l i s a t i o n  in th e  f i e l d  o f  t a x a t i o n .

9 .5 .23  The t r a in in g  now g iv e n  t o  th e  o f f i c e r s  is  a b so lu ­

t e l y  in ad equ a te . The course is  fa r  to o  sh o r t  a p e r iod  

and th e r e  is  not much o f  economics or o f  accountancy in  

th e  course  c o n t e n t . I t  is  recommended th a t  th e  new 

r e c r u i t s  who would be earmarked fo r  th e  T a x a t io n  S e r v ic e
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be given  ir..tor - ve coam ing  f o r  a p er iod  o f  not le s s  

than s i x  months. The t r a in in g  programme shou ld cover  

the  economics o f  t a x a t io n ,  systems o f  accounts , f in a n ­

c i a l  r u l e s ,  t a x  laws and t a x  acm in  i s t r  a t ion  . The t r a i n ­

in g  should aim t o  enab le  th e  o f f i c e r s  to  understand th e

in t r i c a c i e s  o f  assessment, procedures l a i d  down, and l e g a l  

problems th a t  have a r is e n  or l i k e l y  t o  a r i s e  in  r e l a t i o n  

t o  th e  t a x  system .

9 .5 .24  The in d u c t ion  o f  a person from th e  B ihar F inance

S e r v ic e  t o  th e  post o f  A s s is ta n t  Commissioner and t o  th e  

h igh er  posts  in  th e  Commercial Taxes Department is  a t 

p resen t based on th e  number o f  posts a v a i l a b l e ,  th e  

c o n f id e n t i a l  r e p o r t  o f  th e  persons concerned , and len g th  

o f  s e r v i c e .  As th e  persons on th e  h igh er  eche lons have 

t o  undertake d i f f e r e n t  ty p e s  o f  work, i t  is  recommended 

th a t  th e  s e le c t e d  persons shou ld be sen t f o r  an o r i e n t a ­

t i o n  course  f o r  a p e r iod  o f  th r e e  weeks.

A d v is o ry  Committees

9.5 .25  An a d v is o r y  committee fu n c t ion s  a t  th e  S ta te  

l e v e l .  The comm ittee com prises p o l i t i c a l  r e p r e s e n ta ­

t i v e s ,  l e g a l  e x p e r ts ,  bus iness  and t ra d e  r e p r e s e n t a t i v e s ,  

and th e  Government o f f i c i a l s .  The committee is  headed by  

th e  I  inance M in is t e r  o f  th e  S t a t e .  W ith  th is  s t ru c tu re ,  

th e  a d v is o ry  comm ittee should have been a v e r y  u s e fu l  

p la t fo rm  f o r  th e  d is c u s s io n  o f  th e  problems r e l a t e d  t o  

bo th  th e  s t ru c tu r e  and th e  o p e ra t io n s  o f  s a le s  t a x  in  th e  

S t a t e .  The e f f e c t i v e n e s s  o f  th e  comm ittee has been, 

however, weakened by th e  f a c t  th a t  th e  recommendations o f
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th e  com m ittee a re  fo rwarded t o  th e  Government w ithou t any 

e m p ir ic a l  su p p o r t .  S ince  th e  v iew s o f  th e  Committee are 

not .bu ttressed  by fa c tu a l  e v id en c e ,  th e  Government have 

r a r e l y  a c ted  on any o f  th e  recomrnendat ions c i  the  a d v is o r y  

comm ittee under th e  apprehension  o f  lo s in g  th e  re ven u e .

The recomrnendat ions o f  the  a d v is o r y  committee should be 

e m p i r i c a l l y  t e s t e d  in  th e  PAW b e fo r e  b e in g  forw arded  t o  

th e  Government. I t  is  t o  be hoped th a t  th e  in t e r a c t io n  

o f  th e  a d v is o ry  committee w ith  th e  PAW would make the  

form er a more e f f e c t i v e  forum t o  ana lyse  th e  problems 

o f  th e  t r a d e r s  and o f  the  a d m in is t ra to rs  .

9 .5 .26  S im i la r  t o  th e  a d v is o ry  committee a t  th e  S ta te  

l e v e l ,  l o c a l  a d v is o r y  comm ittees may be c o n s t i tu t e d  at 

th e  l e v e l  o f  each d i v i s i o n ,  which cou ld  b r in g  th e  body 

o f  ta xp a yers  and th e  Department t o g e th e r  a t  an in fo rm a l 

l e v e l .  These l o c a l  committees cou ld  be used as a forum 

b y  th e  Department t o  e x p la in  changes in  th e  p ro v is io n s  

o f  laws a lon g  w i th  th e  j u s t i f i c a t i o n  fo r  th e  changes as 

a ls o  t o  f a m i l i a r i  e th e  t a x  pay ing  p u b lic  w ith  th e  p r o v i ­

s ion s  o f  new l e g i s l a t i o n  th a t  may be in troduced  from t im e  

t o  t im e .
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Annexura IX

List of Check-posts ^nd Check-points in the State

Vc ic
1, Jxkundci-cum-seolibari check-post within the police

station of Chirkunda in the d istrict of Dhanbad
i<  "k

2 -. . Chas check-post within the police station of Chas 
in the d istrict of Dhanbad

3 . Topchanchi check-post within the police station of 
Topchanchi in the d istrict of Dhanbad

4* Kandra (I .T . I .  Mor Chas) check-post, Chas within the
police station of Chag in the d istrict of Dhanbad

*
5. Muri check-post within the police station of S i l l i  

in the d istrict of Ranchi

6 . Hata check-post within the police station of Bdtka 
in the d istrict of Singhbhum

* *
7. Dimna check-post within- the police station of Mango

in the d istrict ci Singhbhunj
* *

8. Pardih check-post within the police station of Mango
in the d istrict of Singhbhum

9. Routra check-tost within the police station of 
Chandil in the d istrict of Singhbhum

* *
10. Mohania check-pcsc within the police station of 

Mohania in the d istrict of Rohtas

11. Shahpur check-post within the police station of 
Dinapur in the d istrict of Patna

' k i i

12. Didarganj check-post within the police station of 
Malsalami in the d istrict of Patna

13. Hathidah check-post within the police station of 
Mokameh

14. Mihijam check-post withip the police station of 
Mihijam in the d istrict cf Santhal Parganas



-  296 -

15. Korwa check ~-poo\: w ith in  th e  p o l i c e  s t a t i o n  o f  Dumka 
M u f fa s s i l  in  the  d i s t r i c t  o f  ^ a r th a l  P'arganas

★
16. Mairwa check-post w it  f i n  th e  p o l i c e  s t a t i o n  o f  

Mairwa in  the  d i s t r i c t  o f  s iwan
★

17. Ramgarh check -post w i th in  th e  p o l i c e  s t a t i o n  c f  
Ramgarh in  t   ̂ d i s t r i c t  o f  Hazaribagh

•k k

18. M a s ip ir a h i  ca eck -p os t  w ith in  the  : c l i c e  s t a t i o n  
o f  Hazaribagn  in  th e  d i s t r i c t  c f  fa z a r ib a g h

★
19. Akhara Ghat ch eck -p ost w ith in  th e  p o l i c e  s t a t i o n

o f  M uza ffa rpur Sadar in  th e  d i s t r i c t  o f  M uzaffarpur
* k

20. K u rse la  chec -pos1: w i th in  th e  p o l i c e  s t a t i o n  o f  
K u rs e la  in  th e  d - ia t r ic t  o f  K a th ia r

21. D a lk o la  check -post w i th in  th e  p o l i c e  s t a t i o n  o f  
Balrampur in th e  d i s t r i c t  o f  K a th ia r

22. A ra r ia -J e r o m i l  ch eck -p os t  w ith in  th e  p o l i c e  
s t a t i o n  o f  A ra r ia  in  th e  d i s t r i c t  o f  Purnea

23. Bathnakuti ch eck -p ost  w ith in  th e  p o l i c e  s t a t io n  
o f  Xuchiakot in  th e  d i s t r i c t  o f  Gopalganj

*

* *

In d ic a te s  where ch eck -p osts  a re  net working 

B es ides  check-posts^  ch eck -p o in ts  a re  a lso  th e r e
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X. INFORMATION SYSTEM

10.0.1 I t  can be said that the taxation  Department 
in Bihar uas almost no information system. Indeed, 

even rudimentary data are not being c o l le c ted  in a 
systematic manner or r e gu la r ly .  In the absence of an 

adequate information system, the evaluation of the 

e x is t in g  structure o f sales taxa tion  or an estimate 
o f  the impact o~ any p o lic y  changes becomes impossible. 

S im ilarly., qu an tita t ive  im plications of budget propo­
s a ls  cannot a ls o  be c o r re c t ly  foreseen  by the Govern­

ment. The lack  of basic data res tra in s  the Government 
from bringing about req u is ite  changes in the structure 

or operations because consequences cannot be evaluated 
and there  is  fe a r  of lo s in g  revenue. Proper thought 

should, th e re fo re ,  be given t o  the bu ild ing up of a 

s c ie n t i f  i c a l l y  designed information system. A research 
and s t a t i s t i c s  wing could be in s t itu ted  which would be 

in o ve ra l l  charge of c o l le c t in g  the information and 
a lso  undertaking continuously the work of ana lysis  f o r  
the benef i t  o f pol icy makers.

1. The Exis t in g  System

10.1.1 C o lle c t io n  of s t a t i s t i c a l  data in Bihar is  done 
at present by a skeleton s ta f f  of the long-range- 
Planning and Analysis Wing (PAW) s ituated  at the head­
quarters. The PAW is  headed by an o f f i c e r  of the rank 

of Deputy Commissioner of Commercial Taxes. He is  

ass isted  only by o s t a t i s t i c a l  o f f i c e r  and some 
a ss is tan ts « Apart from the c o l le c t io n  and compilation 

of data, PAWs functions a lso  cover a wide range 

of other a c t l ^ ^  i \:s. These include ana lysis  of the
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a va i la b le  data and planning fu ture tax p o l ic y .  The 
e x is t in g  s ta f f  strength and pattern  of the PAW is 

not in consonance with i t s  functions. The techn ica l 

q u a l i f ic a t io n s  of ths persons working in the PAW are 
a ls o  not suited to  the r e s p o n s ib i l i t ie s  assigned 

t o  them. The PAW is  both understaffed and i l l-equ ipped  
t o  undertake the job expected of i t .

2. Reorganisation of the Planning and Analysis Wing (PAW)

10.2.1 In view of the increasing importance of c o l l ­

e c t in g  and maintaining the re levan t data on a continuous 
basis  f o r  thu e f f i c i e n t  administration of .da sales tax 

and fo r  the t im e ly  formulation of tax p o l ic ie s ,  i t  is  
imperative to  develop a sound information system fo r  
the sales tax . With th is  end in v iew , the PAW as i t  

e x is ts  now has to  be restructured. Reorganisation is  

necessary in terms of both i t s  scope and of i t s  s ta f f in g  

pattern .

3. Functions of the PAW

10.3.1 The PAW should be assigned to  undertake the 
fo l lo w in g  major functions!

i )  supervision of the c o l le c t io n  of s ta t i s t i c s ;
i i )  design ing the means and methods of c o l l ­

e c t in g  data;
i i i )  maintenance of time ser ies  da ta  on a com­

prehensive basis and up-dating them;

iv )  carry ing  out sample surveys of the trad e , 
transport and other sectors of the State 
economy;

v )  continuing analysis of the data c o l le c te d  
and producing reports  fo r  the b en e f i t  of 
the Department's o f f i c i a l s  and p o l ic y  
makers; and



- 299 -

v i )  ana lysis  of the impact and e f f e c t s  of
proposed changes in the structure or the 
ra tes  of taxa tion .

4 • The S ta f f  inq Pattern

10.4.1 I f  the above functions are t o  be properly  per­

formed the present s t a f f in g  pattern  would have to  be 
com pletely changed. We recommend that the wing should 

consist of two senior members under the con tro l o f an 
Add itional Commissioner. The two sen ior members should 

be of the rank of Deputy Commissioner of Commercial 

Taxes; one drawn from the Bihar Finance Serv ice  having 
experience in the Commercial Taxes Department and the 

other drawn from the D irec to ra te  of S ta t is t ic s  and 

Evaluation. The Deputy Commissioner of Commercial Taxes 
se lected  from the Finance Serv ice  should be g iven  advance 
t ra in in g  in the c o l le c t io n  and manipulation o f tax 

s t a t i s t i c s  by deputing him t o  a research in s t i tu te  or 
to  the Taxation Department o f another State with a 

developed research wing. The person drawn from the 

D irec tora te  o f s t a t i s t i c s  and Evaluation should have 
regu lar in te rac t ion  w ith the D ire c to ra te ,  both from 
the view point of studies being conducted in the D ir ­
ec to ra te  and to  keep himself abreast of developments 
in regard to  the use of s t a t i s t i c a l  t o o ls .  Some of the 
studies necessary fo r  the Department, could be carried  
out by the D irec to ra te  of S ta t is t ic s  and Evaluation. 

Besides, some personnel w e l l  versed in the economic 
ana lysis  of taxa tion  or in qu an tita t ive  ana lys is  a lso  

should be drawn from the U n ivers ity  Departments or from 
some research in s t i tu t io n s  fo r  promoting tax  research 
in  the S tate .
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5 * Type o f  D ata  t o  be C o l l e c t e d

10.5.1 The reorganised PAW would be b e tte r  able to  
c o l l e c t  adequate and up-to-date data and c o l la te  them 

f o r  fu rther use. The fo l lo w in g  seem to  be the major 
aspects on which data would have to  be c o l le c te d .

a ) Commodity-wise tu rn o v e r  and t a x  y i e l d  
i n c lu s i v e  o f  CST;

b ) Tu rnover  and y i e l d  o f  CST;

c )  Flow o f revenue q u a r te r  by q u a r te r ;

d )  G ross  tu rn o v e r ,  t a x a b le  tu rn ove r  and 
CST tu rn ove r ;

e ) D is tr ib u t ion  of r e g is te red  dea lers  by 
s iz e  of turnover w ith corresponding tax 
pa id;

f ) I tem  w ith  r e g io n a l  d i s t r ib u t i o n ;

g )  T yp es  o f  bu s in esses  o f  d e a le r s  ( im p o r te r ,  
m an u fac tu re r , w h o le s a le r ,  r e t a i l e r )  
w i th  tu rn ove r  and t a x  pa id ;

h )  Y e a r l y  assessments and c o l l e c t i o n s ;

i )  A r r e a rs  o f  assessment and c o l l e c t i o n s  
in d i c a t in g  p ro p o r t io n  o f  a r r e a rs  r e l a t i n g  
t o  d i f f e r e n t  y e a r s ;  and

j )  Flow o f  goods a c ro ss  S ta te  b o rd e rs .

6- Methoft o f  C o l l e c t  ion  o f in fo rm a t io n

10*6*1 In fo rm a t io n  on a l l  th e  a sp ec ts  mentioned above 

h ave  t o  be c o l l e c t e d  through v a r io u s  d e v ic e s .  The 

most im portant means o f  c o l l e c t i n g  in fo rm a t ion  i s  th e  

b a s ic  t a x  r e tu rn  i t s e l f .  We recommend th a t  th e  annual 

r e tu rn  be made th e  v e h i c l e  f o r  c o l l e c t i n g  d e t a i l e d  

in fo rm a t io n .  The annual r e tu rn  g iv e s  d is a g g re g a te d  

in fo rm a t io n  on com m odities grouped a cco rd in g  t o  r a t e  

c a t e g o r i e s  as w e l l  as in fo rm a t io n  in  r e s p e c t  o f  tu rn ove r
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and ta x  pa id  s e p a r a te ly  in 99 com m odities . T h is  i s  

n ecessa ry  o n ly  f o r  th e  d e a le r s  h av in g  a tu rn o v e r  o f  

Rs. 1 lakh  and above. Others may be asked t o  supply 

in fo rm a t ion  in  r e s p e c t  oftwertyone groups o f  com m odities 

in d ic a t e d  in  Annexure V I I I *4. T h is  g roup ing  has 

been done k ee p in g  in  v iew  th e  requ irem en ts  o f economic 

a n a ly s is  f o r  understand ing th e  p a t te rn  o f y i e l d  o f 

th e  s a le s  t a x  in  th e  S ta t e .  The com m odity-w ise i n f o r ­

m ation on th e  l i n e s  suggested  above should be su pp lied  

b y  the  d e a le r s  in  r e s p e c t  o f  both th e  BST and th e  CST. 

The annual r e tu rn  may be r e v i s e d  so as t o  ensure 

com pliance w ith  our s u g g e s t io n s .

10 .6 .2  The in fo rm a t io n  ob ta in ed  through the r e v is e d  

re tu rn  should be supplemented by th e  in fo rm a t ion  

r e c e iv e d  from  th e  c i r c l e  o f f i c e s .  The system should 

be d eve lop ed  so t o  g e t  th e  in fo rm a t io n  on a q u a r te r ly  

b a s is .  The main a sp ec ts  on which in fo rm a t io n  has t o  

be ob ta in ed  r e l a t e s  t o  y i e l d  o f  t a x ,  number o f d e l  if. ■ 

q u en ts ,  is su e  o f  r e g i s t r a t i o n  c e r t i f i c a t e s /  number o f  

assessm ents, age o f  th e  pendency o f  th e  case  and 

a r r e a r s  o f  t a x  reven u e . S im i l a r l y ,  in fo rm a t io n  would 

a ls o  be ob ta in ed  through  th e  proposed B I I  and t h e  

re o rg a n is e d  PAw. They would g i v e  in fo rm a t io n  about 

th e  changes in  th e  s t ru c tu re  o f  t r a d e  and about evas ion  

o f  t a x .  In fo rm a t io n  would a ls o  become a v a i l a b l e  

through th e  market su rveys  conducted by th e  c i r c l e  

o f f i c e  and th e  commodity f l o w  surveys  conducted by

th e  PAW.

10 .6 .3  The a d m in is t r a t iv e  changes t o  be in troduced  

f o r  g e t t in g  th e  above in fo rm a t ion  would not be sub­
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s t a n t i a l .  In  f a c t ,  such requ irem en ts  have been 

kep t in  v iew  w h i l e  making recomrnendations f o r  the  

r e o r g a n is a t io n  o f  the a d m in is t r a t iv e  s t ru c tu re  f o r  

t a x  a d m in is t ra t io n  (Chapter I X ) .  Much o f  th e  in f o r ­

mation would be c o l l e c t e d  by a s t a t i s t i c a l  a s s is ta n t  

a t ta ch ed  t o  each c i r c l e  o f f i c e .  But th e  r e s t  o f  

th e  in fo rm a t ion  cou ld  be c o l l e c t e d  and com piled  

from  v a r io u s  documents; th e  r e tu rn  would be th e  most 

im portant document. The o n ly  important change in 

th e  c o n tex t  o f  th e  in fo rm a t ion  system would be t o  

have an o r g a n is a t io n  a t the  Com m issioner 's  o f f i c e  

which would lo o k  in to  th e  c o l l e c t i o n  and c o m p i la t io n  

o f  a l l  th e  da ta  r e c e iv e d  from  th e  c i r c l e  o f f i c e s  

through th e  d i v i s i o n a l  heads. T h is  cou ld  be done in  two 

w ays. F i r s t ,  i t  cou ld  be done manually by em ploy ing 

a l a r g e  number o f  persons a t th e  Com m issioner 's  o f f i c e  

under th e  s u p e r v is io n  o f  th e  A d d i t io n a l  Commissioner 

o f  Commercial T axes . Second, th e  in fo rm a t ion  ob ta in ed  

from  th e  d i f f e r e n t  sources cou ld  be sent t o  a computer 

t o  be s to red  f o r  easy r e t r i e v a l  and a l l  m an ipu la t ion s .

We f e e l  th a t  th e  l a t t e r  method is  econom ical as w e l l  

as e f f i c i e n t .
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X I .  summary and recommend at ions

1 • r  i s c a l  R o le  o f  S a le s  Tax

11 .1 .1  Of r e l a t i v e l y  r e c e n t  o r i g in ,  s a le s  ta x es  have 

come t o  occupy an im portant p la ce  in  th e  f i s c a l  s t ru c tu re  

o f  th e  S t a t e s .  In B ih ar , th e  s a le s  ta x  y i e l d s  a revenue 

o f  54.7 per c e n t .  A lo n gs id e  th e  growth in  a b so lu te  

term s, th e  r e l a t i v e  importance o f  th e  t a x  has a ls o  

in creased  o ver  th e  y e a r s .  The c o n t r ib u t io n  o f  th e  s a le s  

t a x  t o  own t a x  revenue has in c reased  from 33 per cent

in  1960-61 t o  55 per cen t in  1976-77 .

(pa ra  2 .1 .1 -2 )

11 .1 .2  The r a t e  o f  growth o f  s a le s  t a x  revenue in  

Bihar has not been h igh  as compared t o  th e  o ther 

S t a t e s .  S p e c i f i c a l l y ,  th e  r a t e  o f  growth o f  the  

C e n tra l  S a le s  Tax (CST) is  the  lc ./est in  th e  S ta t e ;

i t  is  o n ly  10 per cen t in  B ihar as a ga in s t  31 per cen t 

in  Assam, and 17 per cen t in  O r is s a .

(para  2 .1 .2 )

11 .1 .3  I t  is  found th a t  th e  s a le s  ta xes  in  Bihar 

a re  bo th  buoyant and in c o m e - e la s t ic .  The c o e f f i c i e n t s  

o f  bo th  buoyancy and e l a s t i c i t y  o f  t o t a l  s a le s  t a x  

revenue are  not o n ly  more than u n i t y  but a re  h igh er

in  B ihar than in  th e  o th er  major ea s te rn  S ta t e s .
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However, i t  is  im portant t o  note th a t  CST in B ihar is  

n e i th e r  buoyant nor in c o m e - e la s t ic .

(para  " . 1 .4 )

11 .1 .4  The growth in t a x  revenue is  a r e s u l t  p a r t l y  

o f  th e  normal autom atic  growth in revenue due t o  th e  

growth in  th e  t a x  base and p a r t l y  o f  new t a x  measures. 

During th e  p e r iod  196 4-65 t o  1969-70, o n ly  a sm all 

p o r t io n  o f  a d d i t i o n a l  re sou rces  was r a is e d  through 

d i s c r e t i o n a r y  changes, but du rin g  1969-70 t c  1975-76, 

new t a x  measures accounted fo r  more than th r e e - fo u r th s  

o f  th e  t o t a l  a d d i t i o n a l  re sou rces  m o b i l i s a t io n .

( par a 2 . 1 .5 - 6 )

11 .1 .5  The per c a p i ta  J ax hi rden in  B ihar in  1975-76 

is  o n ly  Rs . 30,25 compare! t o  the  a l l - S t a t e s  a verage  

o f  Rs . 59.7 - how ever, th e  per c a p i t a  t.-.x burden was 

h igh er  ±n B ihar in  +-hat 3. ear than in  O r is s a .  I t  was 

much lower than in V'ost Bengal, which is  a h ig h ly

i i  i  i  ? 1 ed S te t  a .

(para 2 . 2 ,.3)

11 .1 .6  S ta t e  ta xes  as a per cent o f  S ta te  dom estic  

product (SDP) as o f  1975-76.. in  Bihar is  d i s t i n c t l y  

lower than th a t  fo r  a l l  th e  S ta te s  taken  t o g e th e r  .
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I t  may a ls o  be sa id  th a t  the  burden o f  S ta te  ta xes  in  

r e l a t i o n  t o  S ta t e  income in  ihar does not compare 

fa v o u ra b ly  w ith  th a t  o f  a l l  th e  le s s  d eve lop ed  n e ig h ­

bou rin g  S t a t e s .  During 1960-61 t o  1975-76 th e  S ta te  

s a le s  t a x  r a t i o  has in creased  in  B ihar and in  th e  

ne igh bou ring  S ta te s ,  a lthough  th e  in c rea se  is  m a rg i­

n a l in B ih a r .  The percen tage  in c rea se  in  th e  average  

r a t i o  f o r  a l l  th e  S ta te s  t o g e th e r  is  much h igher 

than in  Bihar .

(para  2 .2 .4 -5 )

11.1.7 In o rder  ~c d e r i v e  an index o f  t a x  e f f o r t ,  

we have c a r r i e d  out a m u l t ip le  r e g r e s s io n  a n a ly s is  

and th r e e  c a p a c i t y  fa c to r s  a re  used as e x p la n a to ry  

v a r ia b l e s ,  namely, th e  per c a p i t a  income, th e  p ropor­

t i o n  o f  i::cG; from in d u s t r ia l  and commercial s e c to r s  

t o  SDP a’-’d tP  ;; dec ree o f  u rb a n is a t io n .  As th e  per 

c a p i t a  . ,icc  and deg ree  o f  urban is  a t io n  taken  

to g e th e r  exp.. a im  il~ .ost th e  same degree  o f  v a r ia t io n s  

as th e  th r e e  fa c t o r s  put t o g e th e r ,  we have f i n a l l y  

taken  o n ly  two v a r i a b l e s .  The e m p ir ic a l  r e s u l t s  show 

th a t  Bihar makes about th e  average  t a x  e f f o r t .  However, 

s in c e  th e  e f f o r t  index  in d ic a te s  o n ly  a verage  p e r ­

formance, i t  would be f a i r  t o  conclude th a t  th e re  is  

some sccpe f o r  fu r th e r  u t i l i s a t i o n  o f  th e  ta x a b le  

c a p a c i t y  o f  th e  S ta t e .

(para  2 .3 .3 -5 )
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11.1 .8  For in d iv id u a l  ta xes  we can compute an index 

o f  use o f  t a x  p o t e n t i a l .  A r e g r e s s io n  equ a tion  was 

used t c  e s t im a te  r a t i o s  o f  s a l e s  ta xes  t o  SDP in 

d i f f e r e n t  S ta te s  . The r e s u l t s  show th a t  w h i le  B ihar 

has not done b a d ly  in  comparison t o  some o f  the  

ne igh bou ring  S ta te s  in th e  m atter  o f  use o f  s a le s  

t a x  p o t e n t i a l ,  th e  p o t e n t ia l  has not been used even 

t o  th e  average  e x t e n t .

(para 2 .3 .8 )

2. E vo lu t io n  o f  S a les  Tax

11 .2 .1  A t a x  on motor s p i r i t  was f i r s t  l e v i e d  in 

1939. A g e n e ra l  s a le s  t a x  was in troduced  from 

October 1, 1944. The i n i t i a l  enactment was r e p la c e d  

b y  th e  B ihar S a les  Tax Act, 1947. Some changes in  

th e  Act were e f  e c f  f  i r' e v e ry  succeed ing y e a r .

(para 3 .1 .1 -3 )

11 .2 .2  A new Act was en fo rced  from J u ly  1, 1959.

I t  l e v i e d  two ta x e s ,  v i z . , th e  G enera l S a les  Tax, 

which was a m u l t i - p o in t  ta x ,  and th e  S p e c ia l  Sa les  

Tax, which was a s in g l e - p o in t  ta x .

(para 3 .1 .4 )
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11 .2 .3  An a d c i t i c r  .al t a x  was l e v i e d  fo r  th e  f i r s t  t im e  

w ith  e f f e c t  from Lece-r.ber 1971= The ta x  was l e v i e d  a t th e  

r a t e  o f  one - fo u r th  per cen t on th e  cross  tu rn ove r  o f  s a le s  

or purchases . The r a t e  was in creased  t o  h a l f  per cent in  

197 4 and t o  one per cent in 197 5. The t a x  was, however, 

ab o l ish ed  in 1977 along w ith  th e  m u l t i - p o in t  l e v y .

(para  3 .1 .7 )

11 .2 .4  W ith  e f f e c t  from January 1, 1977, th e  B ihar S a le s  

Tax Act, 1959 was r e p la c e d  by  th e  S a les  Tax Ord inance, 1976.

(para  3 .1 .8 )

11 .2 .5  The B ihar S a le s  Tax  F i f t h  Ordinance, 1977 came 

in to  f o r c e  w ith  e f f e c t  from December 26, 1977 . T h is  o r d i ­

nance was in tended  t o  e f f e c t  a r a d i c a l  change in the  

s t ru c tu re  o f  s a le s  t a x  in  th e  S ta t e ,  and i t  p r e s e n t ly  governs 

th e  l e v y  and o p e ra t io n s  o f  th e  t a x .  I t  a b o l ish e d  the  m u l t i ­

p o in t  l e v y .  Thus, a l l  th e  commodities a re  ta xed  now a t  a 

s in g l e  p o in t ,  m o s t ly  a t th e  f i r s t  s t a g e .  The exemption 

l im i t  o f  tu rn ove r  fo r  r e g i s t r a t i o n  was f i x e d  at Rs . 50,000 

fo r  d e a le r s  in  g e n e ra l  and a t R s . 20,000 f o r  d e a le r s  in  

scheduled goods .
(para  3 .1 .9 )

11 .2 .6  In a d d i t io n  t o  th e  s a le s  t a x ,  a purchase ta x  is  

in  f o r c e  in  B ih a r .  I t  was f i r s t  l e v i e d  in  the  S ta te  in  

J u ly  1966 . The t a x  was l e v i e d  in  most cases on th e  f i r s t  

purchase in  th e  chain  o f  t r a n s a c t io n s .  I n i t i a l l y ,  the 

t a x  was l e v i e d  o n ly  on four com m od it ies . As o f  tod ay , 

th e r e  are n ine commodities now under th e  purchase t a x .

Among th e s e ,  m ica is  th e  o n ly  commodity which is  taxed

a t th e  l e s t  p o in t  o f  purchase.

(para  3 .2 .1 )
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3• Structure o f Sales Tax

11.3.1 The e x is t in g  structure of sales taxes in 

Bihar is  governed by the F if th  Ordinance of 1977 
which brought about a basic change in the system 

of sa les  taxation  in the S ta te .

(para 4 .0 .1 )

11.3.2 I t  s ig n i f ie d  the a b o l i t io n  of GST and AST,, 
provided f o r  a s ing le -po in t sa les  tax and continued 

the le v y  of a purchase tax  on some commodities. The 
s in g le -p o in t  sales tax  is  p resen tly  le v ied  at the 

f i r s t  point in the case of most commodities.

(para 4 .0 .3 -4 )

11.3.3 In Bihar, there is  no separate Act governing 

the  tax on petroleum products, in  addition t o  th e  
lo c a l  sa les ta x , Bjhar, l ik e  other S tates, a lso  le v ie s  

and c o l le c ts  the Centr. i l  Sales. Tax (CST) on in te r-S ta te  

sa le s .
(para 4 »0 .5 )

11.3.4 The proportions of revenue derived  from the 
loc-1  sales taxes , the puvn'iase tax , the motor s p i r i t  
ta x  (MST) and the CST have remained more or le ss  con­

stant between 1965-6 6 and l°76-77. The purchase tax  
has been y ie ld in g  le ss  than 2 per.cent o f  revenue, MST' 

around 9 per cen t, CST between 25 and 27 per cent
and the lo ca l  sa les  taxes excluding MST the bulk 

o f  the revenue i . e . ,  about 65 per cent.

(para 4 .1 .1 )



-  309 -

11.3.5 The r a t io  o f  y ie ld  from the f i r s t - p o in t  
commodities to  that of the la s t -p o in t  ones was about 

70:30 in  1971-72; i t  increased t o  about 85:15 by 

1973=74/ because of the s h i f t  of le vy  on severa l 

commodities to  the f i r s t  poin t. The estimates fo r  
1976-77 ind icate  that as much as 95 per cent of the 
y ie ld  would be derived  from the f i r s t - p o in t  le v y .

(para 4 .1 .2 )

11.3.6 Data on commodity-wise turnover and y ie ld  

have not been r e g u la r ly  c o l le c te d  and maintained by 
the Department. The ava ilab le  information shows that 

f in ish ed  manufactured goods and other consumer goods 
bring in the la rg es t  proportion of revenue, around

30 per cent in 1976-77. Next in importance are 

manufactured inputs (other than those coming under 
declared goods) which bring in around 15 per cent 

o f revenue. Third  come ag r icu ltu ra l products / 
b ring ing  in 10 per cent of t o t a l .  Declared goods 

other than foodgra ins y i e l d  about 6 per cent, wh ile  
the shares c f  _ .. and mineral products are in s i g n i f i ­
cant.

(para  4 .1 .3 -4 )

11.3.7 Taking ind iv idual c a tego r ie s ,  the more important 
earning items are, automobiles and motor parts, c e rea ls ,  

ed ib le  o i l  including vanaspati, iron and s t e e l ,  medi­
c ines  and soaps and detergen ts . Of the 68.5 per cent

o f revenue covered in 1973-74, these gocds accounted 
f o r  32 per cent.

(para  4 .1 .5 )
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1 1 .3 .8  Under th e  l o c a l  s a le s  t a x  common fo od  a r t i ­

c l e s  and o th er  n e c e s s i t i e s  are  taxed  at la,'/ r a t e s ,  

gooes g e n e r a l ly  bought by th e  a f f lu e n t  s e c t io n s  are  

ta x ed  a t h igh  r a t e s  ran g in g  from  10 t o  16 per c e n t ,  

and o th e r  goods are  taxed  at medium r a t e s .

(para  4 .2 .1 )

1 1 .3 .9  A comparison o f  r a t e s  in  B ihar and in  some 

o f  th e  n e igh bou ring  S ta te s  shows th a t  as f a r  as 

fo o d g r a in s  are  concerned the r a t e s  in th e  ne ighbouring  

S ta te s  a re  more or l e s s  comparable w ith  those  in  

B ih a r  though th e re  a re  some d i f f e r e n c e s .  The r a t e

o f  t a x  on e d ib l e  o i l s  o th e r  than va n asp a t i  i s  4 per 

cen t  in  B ih a r ,  whereas i t  i s  4 per cent in  O r issa  and 

th e y  are  c o m p le te ly  exempt in  Assam and West B en ga l.

I t  would be c o r r e c t  t o  s ta t e  th a t  on a la r g e  number 

o f  a r t i c l e s  th e  r a t e s  in  B ihar a re  somewhat h ig h e r .

(para 4.2.9)

1 1 .3 .1 0  The g ra d a t io n s  o f  th e  r a t e  s t ru c tu re  in  B ihar 

a re  t o o  f i n e  and th e re  has come in t o  e x is t e n c e  a 

m u l t i p l i c i t y  o f  r a t e s .  W hile  i t  i s  t ru e  th a t  p ro g re ­

s s io n  i s  t o  be in troduced  through some g ra d a t io n  in 

r a t e s ,  th e r e  i s  c e r t a in l y  no need t o  have as many

as 15 d i f f e r e n t  c a t e g o r i e s .

(para  4 .2 .1 0 )

11 .3 .11  Exemption are  gran ted  f o r  v a r io u s  re a s on s .  

F i r s t ,  exem ptions a re  g iv en  f o r  c e r t a in  fo o d  item s. 

Some of th e s e  exemptions are g iv e n  p r im a r i ly  on e q u it y  

c o n s id e r a t io n s .  S econd ly , c e r t a in  non-food, items

a re  exempted, t o  encourage th e  p rod u ct ion  o f  some
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item s and th e  consumption o f o th e r s  f o r  broad s o c ia l  

re a s o n s .  The t h i r d  typ e  o f exem ption  is  granted  on 

an i n s t i t u t i o n a l  b a s is .  F o u r th ly ,  th e r e  are  exem­

p t io n s  gran ted  in  o rd e r  t o  f u l f i l  o b l i g a t i o n s  a r i s in g  

from  in t e r - S t a t e  o r  in t e r n a t io n a l  agreem ents. F i f t h l y ,  

c e r t a in  producer goods or inputs used in a g r i c u l tu r e  

or by small s c a le  in d u s t r ie s  a re  exempted.

(pa ra  4 .3 .1 -5 )

11 .3 .12  The t o t a l  number o f a c t i v e  r e g i s t e r e d  d e a le r s  

in  th e  S ta te  under th e  B ihar S a le s  Tax i s  c u r r e n t ly  

about 30,000.

( para- 4 .4 .1 )

11 .3 .13  A v e r y  h igh  p ro p o r t io n  o f  d e a le r s  f a l l  in  

th e  lo w e s t  th r e e  tu rn o v e r  c la s s e s  c o v e r in g  Rs. 0 

t o  Rs. 5 lak h . In  1971-72, such d e a le r s  accounted 

f o r  88 per cen t o f  th e  t o t a l  d e a le r s  and in  1973-74,

86 per c e n t .  In  1976-77, t h e i r  p r o p o r t io n  amounted 

o n ly  t o  77 per c e n t .  On the other  hand, the  p rop o r­

t i o n  c-f th e  number o f  d e a l e r j in he c la ss  R s . l  lakh 

t o  R s . 5 lakh  in c rea sed  f r o r  about 30 per cen t in  

1973-74 t o  about 34 per cent, in 197 6-77.

(pare 4 .4 ,2 )

11 .3 .14  The r e l a t i v e  shares o f  a l l  c la s s e s  above 

Rs. 1 lakh have in c reased  though the g r e a t e r  p a r t

o f  th e  in c rea se  i s  con cen trrced  in  tne  range o f  Rs. 1 

lakh  t o  Rs. 5 la k h .  W hile  d e a le r s  in th e  range o f 

Rs. 25 lakh  and above c o n s t i tu t e d  on ly  2 t o  3 per cen t 

o f  th e  t o t a l  number o f  d e a l e r s ,  th e y  c o n tr ib u te d  

around 60-70 per cen t  o f  t . ie  t o t a l  t a x  pa id .

(p a ra  4 .4 .3 )



4. B a s ic  S^""1 ’ :■ o f  Tax A d m in is tra t  ion

11 .4 .1  The two m ajor ta sk s  in  e n fo r c in g  the  f i r s t -  

pu-ut ±Q vy  i s  (a )  t o  ensure th a t  the  f i r s t  s e l l e r  

w i l l  pay th e  ta x  and (b )  t o  v e r i f y  that., i f  d e a le r s  

c la im  th a t  t h e i r  s a le s  a re  exempt, th e y  nave documents 

t o  p rove  th a t  ta x  has been pa id  on th e  concerned 

com m odities at an e a r l i e r  s ta g e .

(para  5 .1 .1 )

1 1 .4 .2  For f u l f i l l i n g  th e  fo rm er  ta s k ,  two d e v ic e s  

a re  used. F i r s t ,  a l l  m anufacturers w ith ou t e x c e p t io n  

a re  r e q u ir e d  t o  be r e g i s t e r e d .  Second, i t  i s  p r e ­

s c r ib e d  th a t  a road  perm it should be ob ta in ed  f o r  

im p or t in g  goods in t o  the  S ta te  or in to  p a r t i c u la r  

l o c a l i t i e s .  B e s id e s ,  a number o f  ch eck -p osts  have 

been e s ta b l is h e d  a t  the  bo rders  o f  t h i  S ta te  as w e l l

as in  J-ha v i c i n i t i e s  of th e  b i g  c i t i e s .  Trucks c a r r y in g  

goods are  s^.opp— r . t  the check- p os ts  f o r  check ing  the  

goods c a r r ie d  ene inst  the  ro  .el perur.t;?.

( para 5 .1 .2 )

1 1 .4 .3  The second task  o f  ensuring th a t  the second

c ;. :  . i rd  s tage  d e a le r s  are s a i l i n g  cn iy  com m odities

th a t  have a lr e a d y  borne taxes i s  aeocrnplished through  

th e  requ irem en t of issue of dec.1.are.t i o n  forms by th e  

f i r s t  as w e l l  as the subsecue , t  s e l l e r s  t o  t n e i r  

r e s p e c t i v e  pu rchasers , who are  r e a i s c  .red d e a le r s .

I f  th e  system is  t o  be made f o o l p r o o f  , not o n ly  th e  

s a le s  o f  th e  f i r s t  s e l l e r  in  th e  s t r c e ,  but a ls o  th e  

s a le s  o f  a l l  th e  r e g i s t e r e d  d e a le r s  need t o  be checked 

in  o rd e r  th a t  th e  t a x  a u th o r i t y  may be s a t i s f i e d  th a t
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a l l  s a l e s  that are claimed t o  ba exempt from t a x  

r e l a t e  t o  goods f o r  which d e c la ra t io n  forms are  a v a i -  

1 able o

(pa ra  5 .1 .3 )

11.4.4 The success of th e  o p e ra t io n  of th e  f i r s t - p o i n t  

t a x  depends c r u c i a l l y  on the s x t e n :  co iwhich th e  check - 

p o s ts  o p e ra te  e f f i c i e n t l y  and h o n e s t ly  t o  check the  

im ports  a ga in s t  p erm its  and a l s o  on th e  e f f i c i e n c y

o f  th e  system o f v e r i f y i n g  purchases a ga in s t  d e c la r a ­

t i o n  fo rm s.

(para  5 .1 .4 )

1 1 .4 .5  The l a s t  p o in t  l e v y  i s  c o l l e c t e d  at th e  t im e  

o f  s a le  by th e  l a s t  r e g i s t e r e d  d e a le r  in  the  ch a in  o f  

d e a le r s ;  i . e « ,  when a r e g i s t e r e d  d e a le r  s e l l s  t o  a 

n o n - r e g is t e r e d  e n t i t y .  Sa le  by one r e g i s t e r e d  d e a l e r  

t o  another i s  exempt on th e  is su e  o f  a d e c la r a t io n  

fo rm  (form  IX )  by th e  l a t t e r .  The d i f f e r e n c e  between 

th e  en forcem ent o f  th e  f i r s t - p o i n t  l e v y  and th a t  o f  

th e  l a s t - p o in t  l e v y  i s  th a t  v h e re a s  in  th e  fo rm er 

case  IX-C forms have t o  be checked a ga in s t  purchases, 

in  th e  l a t t e r  c a s e ,  form  IX  has t o  be v e r i f i e d  a ga in s t  

s a le s  t o  a p a r t i c u la r  d e a l e r .  In  th e  case  o f  th e  l a s t -  

p o in t  l e v y ,  th e r e  i s  a d i s t i n c t  p o s s i b i l i t y  o f  s a le s  b e in g  

shown as h av ing  been made t o  bonaf ide  r e g i s t e r e d  

d e a l e r s  which would p ro v e ,  on exa m in a t ion , t o  be non­

e x i s t e n t .  S im i l a r l y ,  in  th e  case  o f  the  f i r s t - p o i n t  

l e v y ,  purchases cou ld  be shown t o  have been made from  

ano ther d e a le r  in  a S ta te  on th e  s t re n g th  o f  spu r ious  

IX -C  form s and, on ex a m in a t ion , such a s e l l e r  cou ld

a ls o  prove t o  be non-ex 1st m t .

( par a 5 .2 .1 )
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1 1 .4 .6  T h e o r e t i c a l l y ,  an i n t e r - s t a t e  sa le ,  on which 

th e  CST is  t o  be c o l l e c t e d ,  should be the l a s t  s a le  

in  th e  S ta t e .  However, g e n e r a l l y ,  the  f i r s t  and th e  

l a s t  p o in ts  may c o a le s c e  in the  case o f in t e r - S t a t e  

s a le s  in  th e  sense th a t  th e  m anufacturer or th e  

im p orte r  h im s e l f  ten ds  t o  s e l l  d i r e c t l y  t o  d e a le r s  out­

s id e  the  S ta te  o In  some ca ses ,  a commodity miaht

be so ld  f i r s t  t o  an in te rm ed ia te  d e a le r  \rho in tu rn  

might s e l l  i t  i n t e r - S t a t e .  T h is  moans th a t  th e  commodity 

i s  made su b je c t  t o  both  the  l o c a l  t a x  and the  CST 

le a d in g  t o  double t a x a t io n .  In  some S ta te s  p r o v is io n  have 

been made in  the  law f o r  the s e t - o f f  of th e  l o c a l  t a x  

pa id  a ga in s t  th e  CST p ayab le .  In  B ih a r ,  r e l i e f  is  

g ran ted  o n ly  in  th e  case of  d e c la r e d  goods.

(para 5 .3 .1 )

1 1 .4 .7  In  the c ese  of a commodity su b iec t  t o  t a x

a t  th e  l a s t  p o i n t , doubl ? t a x a t io n  would not a r i s e  in  

rega rd  t o  ..evy o f the CST because the jomrr.cd i t y would

not have borne tax  at an e a r l  i  rsr s tage .
( - a ra  5 .3 .2 )

1 1 .4 ,3  We see th a t  th ^ re  are two major problems t o  be 

s o lv e d  in  th e  en forcem ent o f th e  C3T. Thu f i r s t  one 

i s  t o  ensure th a t  th e  s a le  c la im ed  t o  be made in  th e  

cou rse  o f  in t e r - S t a t e  t ra d e  and c c : r , j : c e  i s  in f a c t

an in t e r - S t a t e  s a l e .  The second prcjoljm is  t o  a vo id

doub le  t a x a t io n  in  th e  case  o f goods su b jec t  t o  th e  

f i r s t - p o i n t  l e v y .  A t a x  on the  f i r s 1: p o in t  combined 

w i th  a s e t - o f f  a t th e  s ta g  o f  in t e r - S t a t e  s a le  would 

seem t o  o f f e r  th e  b es t  s o lu t io n .

( par a 5 .3 .3 -4  )
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1 1 .4 .9  The v e r i f i c a t i o n  o f  th e  d e c la r a t i o n  form s is  

done o n ly  a t  random, and the  documents o f d e a le r s  

who c la im  t o  d e a l  o n ly  in  ta x  p a id  goods are checked 

but c u r s o r i l y .  In  th e  same way, th e  in fo rm a t ion  con­

t a in e d  in  th e  road  perm its  i s  not put t o  s u f f i c i e n t  

use f o r  check ing  e va s io n  o f t a x .  I f  leak age  o f 

revenue  is  t o  be a v o id e d ,  th e re  i s  no escap in g  the  

need t o  check f a i r l y  th o rou gh ly  th e  re tu rn s  o f r e ­

g i s t e r e d  d e a le r s  a t l e a s t  on a sample b a s is  and o f 

v e r i f y i n g  d e c la r a t i o n  fo rm s.

(para  5 .4 .1 )

5 . Reforms o f  th e  S a le s  Tax  S tru c tu re

11 .5 .1  In  making our recommendations r e g a rd in g  a 

s u i t a b le  s t ru c tu re  o f  s a le s  t a x  f o r  th e  S ta t e ,  i t  

i s  n ecessary  t o  ta k e  in to  c o n s id e ra t io n  not m ere ly  

a d m in is t r a t iv e  conven ience  but a l s o  the  c r i t e r i a  o f  

economic e f f i c i e n c y  and o f  lo n g - ra n g e  b e n e f i t s .

(para  6 .2 .4 )

11 .5 .2  The c h o ic e  in  fa vo u r  o f th e  f i r s t - p o i n t  l e v y  

seems t o  have been made l a r g e l y  on the  b a s is  o f  admini­

s t r a t i v e  c o n s id e r a t io n s .  But a f i r s t  p o in t  t a x  does 

not cap tu re  va lu e  added a t  s ta ges  subsequent t o  manu­

f a c t u r in g  and im p o r ta t io n .  T h is  le a d s  t o  d i s c r i ­

m in a t ion  as between va lu e  added at d i f f e r e n t  s t a g e s .  

S econ d ly , because o f  th e  e x c lu s io n  o f  v a lu e  added a t 

s e v e r a l  s ta g e s ,  th e  f i r s t - p o i n t  l e v y  has t o  be f i x e d

a t a h ig h e r  l e v e l  than the  l a s t - p o in t  one f o r  g e t t in g  

th e  same amount o f  revenue . C o rre sp o n d in g ly ,  th e r e  

w ou ld  be g r e a t e r  in c e n t iv e  f o r  e v a s io n .  A t h i r d  d i s ­



advantage o f  the  f i r s t - p o i n t  t a x  i s  th a t  i t  I s  ads t o  

c a sca d in g .  F in a l l y ,  th e  f i r s t - p o i n t  l e v y  le a d s  t o  

dou b le  t a x a t io n  in  r e s p e c t  o f  goods which are s o ld  

in t e r = S ta t e  °

(para  6 .2 .8 )

1 1 .5 .3  A w e l l - a c c e p te d  p r o p o s i t io n  in  modern ta x  

th e o r y  i s  th a t  th e  l a s t - p o in t  s a le s  ta x  end the  m u lt i ­

p o in t  va lu e  added t a x  are  c l e a r l y  p r e fe r a b le  t o  

th e  f i r s t - p o i n t  l e v y  or th e  m u lt i - p o in t  g ross  tu rn ­

o v e r  t a x .  T h is  i s  because the  fo rm er two ta x e  > do not 

cause any cascad in g  but a t the  same time co ve r  v a lu e  

added at almost a l l  s ta ges  o f  p rod u c t ion . They do not 

i n t e r f e r e  w ith  th e  p rocesses  o f  p rodu ction  nor impose 

cu m u la t ive  t a x a t io n  o f  inputs and f i n a l  produces 

which le a d s  t o  unintended in t e r f e r e n c e s  and r e a l l o ­

c a t io n  o f  r e s o u rc e s .  I f  th e  s a le s  t a x a t io n  o f  each 

S ta te  i s  t o  f a l l  p r im a r i l y  on the  consumption o f  th e  

p eo p le  w i th in  th e  S ta t e ,  the  id e a l  form o f  t a x a t io n  

would be th e  l a s t - p o in t  t a x .  The f a c t  th a t  th e  e n t i r e  

burden o f  p laced  on one s tage  would be an

inducement f o r  e v a s io n  as compared t o  the  p o s i t i o n  

uude-L th e  va lu e  added ta x  which i s  c o l l e c t e d  in 

in s ta lm en ts  at v a r io u s  s ta g e s .  The second d isad van ­

t a g e  o f  th e  l a s t - p o in t  t a x  is  th a t  i t  has t o  be 

c o l l e c t e d  from  a s u b s t a n t ia l l y  l a r g e r  number o f  

d e a le r s  than the f i r s t - p o i n t  t a x .  T h i r d ly ,  th e  l a s t -  

p o in t  t a x  i s  o f t e n  evaded through th e  c r e a t io n  o f  

bogus r e g i s t e r e d  f i r m s  t o  whom s a le  vouchers are 

made ou t.  F o u r th ly ,  t a x  a d m in is t ra to rs  c la im  th a t  

th e  en forcem ent o f  th e  l a s t - p o in t  t a x  n e c e s s i ta t e s  

a much l a r g e r  volume o f work than th a t  o f  t i e  f i r s t -  

p o in t  l e v y .  (para  6>2>g)
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11 .5 .4  I t  is  o f  course a m istaken n o t ion  th a t  the  

number o f d e a le r s  t o  be checked would be sm a lle r  under 

th e  f i r s t - p o i n t  t a x .  B es id es  th e  revenue from a 

number o f  f i r s t - p o i n t  item s is  unduly low in d ic a t in g  

th e re b y  th a t  e v a s io n  o f  ta x  i s  c o n s id e r a b le .  The 

perm it system through  which th e  o p e ra t io n s  o f th e  

ch eck -p os ts  are  sought t o  be made e f f e c t i v e  i s  a ls o

in  doldrums. As f o r  th e  check- p o s ts  th em se lv es ,  th e  

l e s s  sa id  th e  b e t t e r .

(para  6 .2 .1 1 )

11 .5 .5  Whether i t  be a f i r s t - p o i n t  l e v y  or a l a s t -  

p o in t  l e v y ,  i f  th e  s a le s  t a x  i s  t o  be en fo rced  s a t i s ­

f a c t o r i l y ,  some s c i e n t i f i c  method would have t o  be 

found t o  b r in g  u;, - c r v '^ r y  Lhe book^ and re tu rn s  

o f a i l  r e g i s t e r e d  d e a le r s  or a t . le a s t  t o  make e v e r y  

r e g i s t e r e d  d e a le r  f e e l  th a t  h i s  bcoks cou ld  be sub­

je c t e d  t c  in s p e c t io n  a t .  any t  r,e -

( oar a 6 c 2 . 1 2 )

1 1 .5 -6  A d e c is io n  has t o  be ■'ra’ .en as t o  whether th e  

e x i s t in g  system o f  a f i r s t . - p c in t  l e v y  on the  most 

im portant revenue y i e l d in g  c'-uicnodities coup led  w ith  

a l s s t - p o in t  l e v y  on o th ers  :.s t o  be continued  or 

w hether th e re  should be r a d i c a l  chang; in  th e  system . 

As r e g a rd s  r e fo rm in g  th e  s t r u c tu r e ,  one a l t e r n a t i v e  

would be t o  s h i f t  almost a l  th e  com m odities t o  the  

f i r s t  p o in t ,  l e a v in g  o n ly  a 5ew a g r i c u l tu r a l  goods 

t o  the  l a s t - p o i n t .  For re?  ons th a t  we have e x p la in e d  

we do not fa vo u r  t h i s  a l t e i  ^ a t iv e .  I t  would seem 

e s s e n t ia l  th a t  th e  t a x  if."0 be imposed a t more than
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one stag-3. I d e a l l y , th-a e x is t  inc system could be 

trans fo rm ed  in to  a S ta te  Wilua . " a e d  t a x  under which 

a x l r e g i s t e r e d  d e a le r s  w ou l;; too l i a b l e  t o  pay t a x ,  each 

o n e 's  l i a b i l i t y  b e in g  computed as th e  ta x  payab le  

on h is  sa.ies minus the  t a x  paid  on the  r e le v a n t  

purchases- For th e  p re s en t ,  what would seem t o  be 

th e  most a p p ro p r ia te  r:*form ic  t o  have a d o u b le -p o in t  

system w ith  a p r e v is io n  f o r  s e t - o f f  / in  r e s p e c t  o f  

some important com m odities in  whose cases  th e re  i s  

e i t h e r  suspected  e v a s io n  o f th e  t a x  at the f i r s t -  

p o in t  or th e re  i s  e v id en ce  th a t  v a lu e  added in  course  

o f  t r a d e  i s  s u b s t a n t ia l .  T h is  in f a c t  means th a t  the  

second t a x  f a l l s  o n ly  on va lu e  added subsequent t o  th e  

payment o f  th e  f i r s t - p o i n t  t a x .  The amount o f  s e t - o f f  

would be c a lc u la t e d  by a p p ly in g  th e  r a t e  o f  t a x  t o  8/1C ;h 

o f  th e  purchase va lu e  o f  th e  comm odities concerned .

(para  6 .2 .1 3 )

1 1 .5 .7  I t  i s  our v iew  th a t  the  in tro d u c t io n  o f th e  

system o f  d o u b le -p o in t  t a x a t io n  would qo a lo n g  way tow­

ards check ing  e v a s io n .

(para  6 .2 .1 4 )

1 1 .5 .8  As we have in d ica ted  th e r e  i s  an undue mul­

t i p l i c i t y  o f  r a t e s  o f  s a le s  t a x  in  B ih a r .  These r a t e s  

cou ld  be reduced t o  seven namely, 2 ,4 /6 ,8 ,1 3 ,15  and

17 per c e n t .  In  recommending th e  above adjustment 

in  r a t e s ,  we have kept in mind (a )  r a t e s  on s im i la r  

goods in  n e igh bou r ing  S ta te s  (b )  th e  nature o f  the  

com m odities  and the  income groups t o  which th e y  m ost ly  

c a t e r  and (o )  th e  l e v y  o f  the  d o u b le -p o in t  t a x  in 

s e l e c t e d  ca ses .
( par a 5 .3 .1 )
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The e x i s t i n g  con cess ion s  f o r  in d u s t r ie s  in 

B ihar can be h road ly  c l a s s i f i e d  as a v a i l a b l e  (a )  t o  

th e  newly s e t -u p  u n i t s ,  (b )  t o  th e  e x i s t i n g  m anufacturers 

and ( c )  t o  th e  in te n d in g  m anu fac tu rers .

(para  7 .0 .2 )

11 .6 .2  For th e  f i r s t  t im e on November 16, 1966 a 

beg in n in g  was made in  th e  d i r e c t i o n  o f  g i v in g  conce­

s s io n s .  A scheme was a c c o rd in g ly  n o t i f i e d  which 

p rov id ed  f o r  two ty p e s  o f  c o n c e s s io n s .  F i r s t /  th e  

newly s e t -u p  m anu facturing u n it s  w ere g iv e n  th e  r i g h t  

t o  buy raw m a te r ia ls  f r e e  o f  t a x .  Second ty p e  o f 

con cess ion  was th e  exem ption  from  th e  payment o f  s a le s  

t a x  on the  f i r s t  s a le  o f f i n i s h e d  goods by a newly 

e s ta b l is h e d  s m a l l - s c a le  in d u s t ry .

(para  7 .1 .1  r  2)

11 .6 .3  A change in  th e  scheme o f  con cess ion s  was 

in troduced  w ith  e f f e c t  from  J u ly  1, 1976, whereby th e  

exemption from  s a le s  ta x  o f  th e  f i r s t  s a le  o f  f in i s h e d  

goods was made in a p p l ic a b le  t o  utmits th a t  came in to  

p rod u c t ion  a f t e r  th a t  d a te .  For u n its  th a t  went in to  

p rod u c t ion  a f t e r  th a t  d a te ,  an a l t e r n a t i v e  scheme

o f g ran t o f  in t e r e s t  f r e e  lo an s  e q u iv a le n t  t o  th e  amounts 

o f  t a x  pa id  s u b je c t  t o  c e i l i n g s  in  term s o f  p ercen tages
■-S& '

o f  investm ent in  f i x e d  a s s e t s ,  was in trod u ced .

(para  7 .1 .6 )

11 .6 .4  The p r o v is io n  o f th e  f i r s t  s a le  o f newly se t -u p

m anufacturing u n its  was i n i t i a l l y  a p p l ic a b le  t o  medium 

ana la r g e  u n its  rti c o .  Such u n i—  •• •% r.v. .......

■ t f l Ta x a t i o n  o f  Inpu ts
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production between April 1/ 1974 and July l ,  1976 

do not enjoy such exemption or concession*

(para  7 .1 .7 )

11.6.5 The concession of in te res t  f r e e  loans equiva­
len t  to tax  paid has tQ be operated on the basis of 

Ooopef#tioft between the industr ies  and the Commercial 
'Taxes ftepaftment&t FesT obtain ing loan, a c e r t i f i c a t e  

o f payment of tax is  t o  be Obtained from the Coffifierciai 

Taxes Pepartment, on the strength of th is  c e r t i f i c a t e ,  
the Industries  Department Recommend# the grant of 

in te res t  f r e e  idans equivalent td  th$ tax  paid 
subjsot t o  an upper l im it *  Tfta amoitrtt of loan granted 
in  each yaar is  l im ited  to  8 per cent of investment

in  the case of medium and la rge  scale Industrie* 
and t o  the actual tax  paid in the case of small 
industr ies .

(paras 7.1.8 and 7 .1 .9 )

11.6.6 Industries  undertaking expansion and d iv e r ­
s i f i c a t io n  programmes, and the units that have f a l l e n  
“ sick!* or have declared a "c losu re" have been given 
tfie t&fc cbnQtasiidhs a 3 neWJy set-up un its .

(para$ 7.2;1 and 7 .3 .1 )

11.6.7 In  November 1962, a concessional ra te  of tax / > ' >/
was introduced in respect of purchase of raw m ateria ls .

Th is  concessional, r a te ,  which was o r ig in a l ly  f  bced 

at one per cen t, was gradually ra ised and became 

3 per cent in 1975.

(para 7.4.1)
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1 1 .6 .8  A l l  m anufacturers a re  a l low ed  t o  buy raw 

m a te r ia ls  a t  a co n c ess io n a l  ra te  o f  3 per cen t/  p rov ided  

th e  goods or m a te r ia ls  concerned  a re  r e q u ir e d  by

them f o r  d i r e c t  use in  th e  manufacture or p ro c e s s in g  

o f  goods f o r  s a le  or f o r  use in  m in ing o r in  th e  

g e n e ra t io n  o r  d i s t r i b u t i o n  o f e l e c t r i c i t y .  The 

p r i v i l e g e  o f  buying raw m a te r ia ls  i s  ex tended  t o  

C en tra l government departm ents in  Bihar/ th e  d e p a r t ­

ments o f  th e  S ta te  government/ autonomous p u b l ic  

s e c to r  companies and departm en ta l u n d ertak in gs . Any 

manufacturer in te n d in g  t o  e s t a b l i s h  an in d u s try  in  

th e  S ta te  o r a t te m p t in g  expans ion  o f e x i s t i n g  u n its  

can purchase m achinery and p la n t s ,  t o o l s  and a c c e s s o r ie s  

a t th e  c o n c e s s io n a l  r a t e  o f  3 per c e n t .

(para  7 .4 .2 -4  , 7 .5 .1 )

1 1 .6 .9  An e v a lu a t io n  o f  th e  e x i s t i n g  scheme on the  

c r i t e r i a  o f  revenue l o s s ,  s o c i a l  p o l i c y  and m in im is ing  

a d m in is t r a t iv e  in conven ience  le a d s  us t o  th e  con­

c lu s io n  th a t  th e  r a t e  be r a is e d  t o  4 per cen t which 

would make i t  equa l t o  the  r a t e  o f  CST. The second 

recommendation we make in  t h i s  r e ga rd  is  th a t  a p r o v is io n  

be in troduced  t o  a l lo w  f o r  f u l l  s e t - o f f  o f  th e  4 per 

cen t t a x  p a id  on raw m a te r ia ls  by th e  m anufacturers 

a ga in s t  any s a le s  ta x  th a t  he i s  r e q u ir e d  t o  pay on

h i s  ou tpu t. The s e t - o f f  p rocedure  should be made t o  

work in  a sem i-au tom atic  manner.

(para  7 .7 .2  ,5 )

11 .6 .10  A problem  would a r i s e  under th e  scheme o f 

t rea tm en t o f raw m a te r ia ls  .suggested by us i f  small
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n o n - in te g ra te d  u n its  a re  com peting w ith  a l a r g e  u n it .  

To  tak e  ca re  o f such c a se s ,  th e  Government should 

in trod u ce  a p r o v is io n  g i v in g  i t  th e  power t o  gran t 

t o  m anufacturers in  s p e c i f i e d  in d u s t r ie s  the  r i g h t  

t o  purchase s p e c i f i e d  raw m a te r ia ls  f r e e  o f t a x .

(para  7 .7 .8 )

11 .6 .11  We recommend th a t  th e  scheme o f g ra n t in g  

in t e r e s t  f r e e  lo an s  o f new in d u s t r ie s  be continued  

w ith  c e r t a in  im portant m o d i f i c a t io n s .  The maximum 

amount o f loans t o  which a s m a l l - s c a le  in d u stry  

would be e n t i t l e d  would be equa l t o  th e  t o t a l  amount 

o f investm ent in  p la n t  and m achinery, I t  should be 

ensured th a t  th e  lo a n  is  san ct ion ed  within a maximum 

p e r io d  o f two months from the da te  o f  subm ission o f 

th e  a p p l i c a t io n .

(para  7 .7 .1 1 )

11 .6 .12  We have recommended th a t  th e re  should be 

a set-o ff f o r  raw m a te r ia l  t a x  pa id  a ga in s t  th e  

t c x  payab le  on ou tpu t. For new u n its ,  t h e i r  lo an  

e n t i t le m e n t  would be l im i t e d  t o  the  act u p  1  amount o f 

t a x  p a id .

(para 7 .4 . ]  2)

11 .6 .13  We recommended th a t  th e  genera l r a t e  o f  p lan t  

and machinery (a s  d e f in e d  in th e  Ordinance) be f i x e d  

a t 4 per c e n t .

(para  7 .7 .1 3 )
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11 .7 .1  The p roper  a d m in is t ra t io n  o f  th e  s a le s  t a x  

r e q u i r e s  a w e l l - t r a in e d  and a w e l l - e q u ip p e d  s t a f f  

as w e l l  as a sound in fo rm a t ion  system . Because

o f th e  weakness on th e  s t a f f  f r o n t  and an almost 

t o t a l  la c k  o f  an in fo rm a t ion  system , th e  o p e ra t io n s  

o f  th e  s a le s  t a x  in  th e  S ta te  a re  f a r  below th e  

optimum and t a x  d e l in q u en cy  i s  o f  a s u b s ta n t ia l  

m agn itude.

(para  8 .0 .1 )

1 1 .7 .2  The g e n e ra l  exemption l e v e l  f o r  r e g i s t r a t i o n  

under th e  s a le s  t a x  in  Bihar i s  an annual tu rn ove r  

o f  Rs. 50,000. However, th e re  a re  th r e e  e x c e p t io n s  

t o  t h i s  r o l e .  A l l  m anufacturers in  th e  S ta te  a re  

r e q u ir e d  t o  be r e g i s t e r e d ,  f o r  d e a le r s  t r a d in g  in  

s p e c i f i e d  com m odities th e  exem ption  l e v e l  i s

Rs. 20,000, and a l l  th ose  who e f f e c t  in t e r - S t a t e  

s a le s  are  r e q u ir e d  t o  r e g i s t e r  th em se lv es .

(para  8 .1 .1 )

1 1 .7 .3  At p resen t  th e r e  are 40,963 d e a le r s  r e g i s t e r e d  

under th e  Bihar S a le s  Tax  A c t ,  and 27,317 under th e  

C e n tra l  S a le s  T a x  A c t .  As a d e a l e r  m ight be r e g i s ­

t e r e d  under both th e  A c t s ,  we cou ld  perhaps p la c e

th e  t o t a l  number o f r e g i s t r a t i o n s  in  th e  S ta te  

around 45 ,000. These f i g u r e s  le a d  one t o  b e l i e v e  

th a t  many d e a le r s  who ought t o  have r e g i s t e r e d  

th em se lv es  are  e scap in g  t a x  n e t ,  and th a t  no e f f e ­

c t i v e  s tep s  a re  b e in g  taken  t o  rope  in  th e  d e l i n ­

quen ts .

( V' •<“=> A . i ",'

7 . O pera tions  o f S a les  Tax
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1 1 .7 .4  The c l a s s i f i c a t i o n  ox r e g i s t e r e d  d e a le r s  

a c c o rd in g  t o  s i z e  o f  tu rn ove r  has brought out th a t  

37 per cen t o f  th e  d e a le r s  h,.d tu rn ove r  l e s s  than 

Rs. 50 ,000o T h e ir  c o n t r ib u t io n  t o  t a x  y i e l d  'vas

o n ly  between 1 and 3 per c e n t .  One o f  the  i  ...sons f o r  

th e  l a r g e  c o n c e n tra t io n  o f d e a le r s  in  th e  low tu rn ­

o ve r  group i s  th e  ' n i l '  exemption l i m i t  f o r  the  

manufa c turers . I t  i s  seen th a t  23 per cen t o f  the  

m anu facturers f e l l  in  th e  tu rn ove r  group o f  Rs. 0 t o  

R s .5 0 ,0 C 0 , who pa id  o n ly  0 .06  per c en t  o f th e  s a le s  

ta x  revenue ( in c lu d in g  th e  CST) t o  th e  S ta t e .  We 

th in k  th a t  on ly  e c o n o m ic a l ly  v i a b l e  u n its  should 

bo brought under th e  t a x  n e t .  We recca mono th a t  in  

B ihar the exemption I ^ v e l  f o r  manuf act u rers  be f i x e d  

a t  q tu rn ove r  o f  Rs.. 20,000. w ith  a v iew  t o  perm i t  t i n e  

manuf a c t  u rers  t o  a v a i l  them se lves  o f  any f a c i l i t y  

g ran ted  t o  a r e g i s t e r e d  d e a le r  tn e  ] cw should h o w e v e r , 

p r o v id e  f o r  v o lu n ta r y  rec, i  s t r a t i  on <.

( per a 8 .1 -3 )

1 1 .7 .5  A n o t h ' "-vetant reason  coot c ihu t in g  t o  th e  

l a r g e  c o n c e n tra t io n  o f d e a le r s  in  th e  low tu rn ove r  

- r o r r  i s th e  p r o v is io n  o f a low er er^m ption  l e v e l

in  r e s p e c t  o f  d e a le r s  in  ’’ scheduled eocde ,: at 

Rs. 20,000 o n ly .  ?Je doubt th e  u t i l i t y  o f k eep ing  

a low  exemption l e v e l  in  r e s p e c t  o f those- goods. 

D e a le r s  w ith  a tu rn o v e r  in th a t  range are d e f i n i t e l y  

t o  be c l a s s i f i e d  as sm all and i t  n vs t  La one o f our 

o b j e c t i v e s  t o  save them from  p o s s ib le  harassment.

We recommend th a t  t h i s  p r o v is io n  f c r  the exemption 

l e v e l  o f  Rs. 20,000 f o r  scheduled goods be c p o l ish ed .
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The p r o v is io n  o f  v o lu n ta r y  r e g i s t r a t i o n  would en ab le  

th e s e  d e a le r s  who w ish  t o  g e t  th e  b e n e f i t s  o f  r e g i s ­

t r a t i o n  such as buying an C-Form t o  do so .

(pa ra  8 .1 .4 )

1 1 .7 .6  The procedures  l a i d  down f o r  r e g i s t r a t i o n  

a re  an im portant a sp ec t  o f  the  a d m in is t ra t io n  o f 

th e  t a x .  Th ere  i s  an a d m in is t r a t iv e  o rder  o f  th e  

Commissioner o f  Commercial T axes , r e q u i r in g  the  

o f f i c e r s  t o  issue  th e  r e g i s t r a t i o n  c e r t i f i c a t e  w i th ­

in  a p e r io d  not e x c e ed in g  30 days o f  th e  subm ission 

o f a p p l i c a t i o n .  We have r e c e iv e d  no com p la in ts

in  t h i s  re ga rd  and recommend no change in  th e  e x i s t i n g  

p ro c e d u re s .

(p a ra  8 .1 .5 )

1 1 .7 .7  R e g is te re d  d e a le r s  in  g e n e ra l  are re q u ir e d  

t o  submit q u a r t e r l y  r e tu r n s .  H owever, d e a le r s  whose 

t a x  l i a b i l i t y  i s  Rs. 2,500 or more per month are  

r e q u ir e d  t o  pay t a x  on a monthly b a s is  a lon g  w ith

a m onth ly r e tu rn .  We would l i k e  t o  recommend th r e e  

changes in  th e  e x i s t i n g  p r o v is io n s  in  t h i s  rega rd  

w ith  a v iew  t o  m in im is ing  d i f f i c u l t i e s  caused t o  

th e  d e a l e r s .  F i r s t ,  we would suggest th a t  the 

month ly r e tu rn s  should be r e q u ir e d  o f o n ly  those  

d e a le r s  whose ta x  l i a b i l i t y  per month is  Rs. 5,000 

or more. Second, th e  monthly r e tu r n  should be a 

s im p le  statem ent c o n ta in in g  the  r e g i s t r a t i o n  number 

o f  th e  d e a l e r ,  th e  name and address o f  the  d e a le r  and 

th e  amount o f  t a x  p a id .  T h i r d ,  f o r  th e  conven ience  

o f  th e  d e a l e r s ,  a combined Challan-cum Return Form 

should be adopted in  p la ce  o f  th e  p resen t  sep a ra te
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q u a r t e r l y  re tu rn  and c h a l la n  in  quadrup lica te :.

(para 8 .2 .1 )

1 1 .7 .8  In  a d d it io n  t o  the  q u a r t e r l y  return., an 

annual re tu rn  is  r e q u ir e d  t o  be subm itted at th e  end 

o f  th e  f in a n c ia l  y e a r .  I t  g iv e s  in fo rm a t ion  on g ross  

tu rn o v e r ,  t a x a b le  tu rn ove r  and break-down o f  t a x  

l i a b i l i t y  a cco rd in g  t o  r a t e  c a t e g o r i e s .  We f e e l  

th a t  in fo rm a t ion  on tu rn ove r  and t a x  payable a c c o r ­

d in g  t o  r a t e  c a t e g o r i e s  i s  o f l i t t l e  use and may

be d is con t in u ed  in  r e s p e c t  o f  a l l  d e a l e r s » D ea le rs  

h a v in g  a tu rn ove r  o f  Rs. 1 lakh and above may be 

asked t o  supply in fo rm a t ion  in  r e s p e c t  o f c e r t a in  

number o f commodity g rou ps . The annual re tu rn  may 

be r e v i s e d  so as t o  ensure com pliance w ith  our 

s u g g e s t io n s .

(para  8 .2 .2 )

1 1 .7 .9  assessment p rocedures  should be s im p ler 

and more e f f i c i e n t  w h i le  not le a d in g  t o  d e la y  and 

harassm ent.

(para  8 .3 .1 )

1 1 .7 «1 0  More than 70 per cen t o f  revenue is  c o n t r ib u te d  

by l a r g e  d e a le r s  whose tu rn ove r  exceeds  Rs. 25 lak h , 

A t t e n t io n  should be con cen tra ted  on la r g e  d e a le r s  

whose r e tu rn s  and accounts should be checked i n d i v i ­

d u a l l y .  The re tu rn s  o f  small d e a le r s  snould be 

checked on ly  on a sample b a s i s .

(para 3*3.2)

11.7 o i l  We do not f e e l  th a t  compounding is  th e  best 

or th e  r i g h t  way t o  h e lp  th e  small d e a le r s .  When
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compounding i s  a ccep ted , th e  d e a le r  c o l l e c t s  th e  normal 

t a x  but pays an amount d i f f e r e n t  from  th e  c o l l e c t i o n .

( para 8 .3 .4 )

11.7 .12 The gen era l exem ption  l e v e l  can be fu r th e r  r a i ­

sed t o  Rs. 75,000 a f t e r  3 y e a rs ,  h av in g  observed  the 

w ork ing  o f  th e  new system. The bes t  way t o  a vo id  h ara ­

ssment t o  sm all d e a le r s  would be t o  adopt a system o f 

s e l f -a s s e s s m e n t  f o r  a l l  d e a le r s  h av in g  annual tu rn ove r  

o f  Rs. 1 la k h . Under th e  B ih a r  l e g i s l a t i o n ,  th e r e  does 

e x i s t  a p r o v is io n  f o r  s e l f -a s s e s s m e n t  o f  sm all d e a le r s .

But the  p r o v is io n  i s  not b e in g  e f f e c t i v e l y  u t i l i s e d .

We are  recommending a s e l f - c o n t a in e d  scheme in  p lace  

o f  th e  e x i s t in g  p r o v is io n .

(para  8 .3 .5 - 6 )

11 .7 .13  In  o rd e r  t o  d is c ou ra ge  a ttem pts  a t e va s ion  by 

th e  sm all d e a l e r s ,  th e r e  should be a one per cen t random 

sample check o f  accounts o f  sm all d e a le r s  e v e ry  y e a r .  The 

sample should be chosen by an independent a u th o r i t y .

U n t i l  c o m p u te r is a t io n  i s  in trod u ced , th e  s e l e c t i o n  should 

be made by th e  A d d it io n a l  Commissioner a t th e  H eadqu arters .

(para  8 .3 .7 )

11 .7 .14  The la r g e  d e a le r s '  accounts have t o  be checked. 
Hence th e s e  d e a le r s  or t h e i r  repK Ssrrtafc ives have t o  be 

summoned t o  appear b e fo r e  th e  a s s es s in g  o f f i c e r .  We 

recommend th a t  th e  assessment o f  th ese  d e a le r s  in  g e n e ra l  

be done e x p e d i t i o u s ly  a f t e r  check ing  c e r t a in  m ajor 

documents, but a more thorough  assessment should

be done f o r  a sample o f  d e a le r s  on th e  

b a s is  o f d e t a i l e d  ch eck in g .  - - 'T h e  s e l e c t i o n
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o f  th e  sample f o r  each c i r c l e  should be done by 

th e  d i v i s i o n a l  o f f i c e  concerned e v e r y  y ea r .

(para  8 .3 .8 - 9 )

11 .7 .15  I t  i s  im portant t o  ensure th a t  th e  

a s s es se es  a re  t r e a t e d  w ith  c o n s id e ra t io n  and 

c o u r te s y  and th a t  t h e i r  t im e  is  t r e a t e d  as o f  

v a lu e  t o  th em se lv es  and t o  s o c i e t y .  The case  o f  

an assessee  should be taken  up on th e  v e r y  day 

he i s  c a l l e d  t o  appear. Each a s s e s s in g  o f f i c e r  

should m ain ta in  a d ia r y  in d ic a t in g  th e  d a te s  on which 

d i f f e r e n t  a ssessees  had t o  appear and th e  number

o f  days taken  t o  com p le te  each assessment., T h is  

book should be checked from tim e t o  t im e by the  

J o in t  Commissioner o f  th e  D iv i s i o n .

(para  8 .3 .1 0 )

1 1 .7 .1 6  Another im portant problem r e l a t e s  t o  th e  

d e la y s  in  ta k in g  up and com p le t in g  assessm ents.

Th ere  has been an in c rea se  in  the  a r r e a r s  o f  a s s e s s ­

ment over  th e  y e a r s .  I t  i s  obv ious th a t  something 

u rgent and d r a s t i c  has t o  be done t o  reduce a r r e a r s  

t o  a rea son a b le  p r o p o r t io n  o f  annual assessm ents.

(para  8 .3 .1 1 )

1 1 .7 .1 7  The d a la y  in  assessment r e s u l t s  p a r t l y  

from  th e  f a c t  th a t  th e  in c rea se  in  th e  number o f  

a s s e s s in g  a u th o r i t i e s  has not been cormensurate 

w i th  th e  in c rea se  in  th e  number o f  r e g i s t e r e d  

d e a l e r s ,  and p a r t l y  from  th e  n on -ex is ten ce  o f any 

l e g a l  b in d in g  on the  Department t o  com plete th e  

assessment o f  a d e a le r  w i th in  a s p e c i f i e d  p e r io d .
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We recommend th a t  th e  Act be amended t o  th e  e f f e c t  

th a t  assessment should be com pleted w i th in  fo u r  

yea rs  a f t e r  the subm ission o f  th e  r e l e v a n t  re tu rn  and 

th a t  in  case  th e  a s s e s s in g  a u th o r i t y  f a i l s  t o  

issu e  th e  assessment o rd e r  w i th in  th e  s p e c i f i e d  p e r iod ,  

th e  s e l f -a s s e s s m e n t  by th e  d e a le r  would be deemed 

t o  be th e  c o r r e c t  assessment and he would be con­

s id e re d  t o  have d is ch a rg ed  h is  t a x  l i a b i l i t y  f u l l y  

i f  payment had been made in  accordance w i th  the 

s e l f - a s s e s s m e n t .  Second, the  a s s e s s in g  o f f i c e r  should 

be r e q u ir e d  t o  r e p o r t  e v e r y  y ea r  t o  th e  d i v i s i o n a l  

head th e  number o f  assessment cases  pend ing w ith  

him o ve r  two y e a rs .

(para  8 .3 .1 2 )

11 .7 .18  The ta x  i s  p a id  a lo n g  w i th  th e  subm ission

o f  th e  r e tu r n .  Payment can be made e i t h e r  through

th e  t r e a s u r y  or by means o f  a cheque t o  be a ttached

t o  the  r e tu r n .  Though payment by means o f  cheques

i s  p ro v id ed  f o r  in  th e  A c t ,  i t  i s  an e x c e p t io n  r a th e r

than  th e  r u l e .

(paras  8 .4 .1 - 2 )

11 .7 .19  The payment procedure now in  vogue i s  an 

o u t-d a ted  and time-corssuming one. I t  needs t o  be 

r a t i o n a l i s e d .  The most im portant c o n s id e r a t io n  should 

be th e  conven ience  o f  th e  d e a le r  who i s  v o lu n t a r i l y  

making an advance payment a lon g  w ith  th e  r e tu r n .  We 

recommend th a t  payment by cheque or by d r a f t  should

be a u to m a t ic a l ly  accep ted  f o r  amounts not l e s s  than

Rs. 750. In  r e s p e c t  o f  amounts l e s s  than  Rs. 750, payment

by d r a f t  should be a c c ep te d .  As r e g a rd s  payment o f
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tax  in  cash , we have heard  th a t  dss^ ssees a r •; 

put to  c o n s id e ra b le  d i f f i c u l t :  and have t o  ;;aste 
t im e  when th e y  go t o  make a d e p o s i t  in  th e  t r e a s u r y .

We recommand t h a t ,  t o  b eg in  a iv ' i . payment through

a l l  branches o f th e  S ta te  "Bank o f In d ia  and i t s  

s u b s id ia r i e s  be p e rm it ted .

(paras 8 ,4 .3 -4 )

11 .7 .20  W hile  no r e l i a b l e  e s t im a tes  o f  th e  aaqn itude 

o f avo idance  and e va s io n  o f  sa lor tax  are a v a ila b le , 

th e  im press ion  one ga th ers  is  th a t  th ese  a re  p r a c t is e d  

on a l a r g e  s c a le .  T h is  i s  c o r ro b o ra ted  hy th e  r e s u l t  

of the  com m odity-f low su rveys  f o r  pot a t a aril au to­

m ob ile  p a r ts  conducted by th e  study team o f  the  

I n s t i t u t e .  The surveys  have r e v e a le d  th a t  in  the  

case  o f  au tom ob ile  p a r t s ,  t a x  e va s io n  i s  opto  the  

e x ten t  o f  50 per cen t o f  p o t e n t i a l  re ven u e . For 

p o ta to e s ,  th e  co n c lu s ion  i s  s t i . '  1 mare s t a r t l i n g  

e va s io n  might be t o  the o;ctent o i 80 per cen t o f

pot e n t i  a1 ro v e  nue.

( r  8 .5 .1 )

11.7 .21  Tax e va s io n  takas  on man: farms a ad m an ifes ­

t a t i o n s .  The methods g e n e r a l l y  employed by th e  d e a le r s  

are  ( i )  m an ipu la tion  o f accounts f o r  u r .d o r -rep o rt in g  

p rod u c t ion  o f  s a le s ,  ( i i )  u n d e r - in v o ic in g  o f  im ports ,

( i i i )  s e l l i n g  o f  goods at a premium but r e c o r d in g

th e  t r a n s a c t io n s  at c o n t r o l  pri-aos, ( i v ) c a r r y in g  

on business w ith ou t a r e g i s t r a t i o n  c e r t i f i c a t e ,  

and ( v )  misuse o f  1 C  form s in  i n t e r - s t a t e  t r a d e .

(paxa 8 .^ . 2 )
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11.7 .22 E f f e c t i v e  ch eck in g  o f  th e  e v a s io n  o f  th e  

f i r s t - p o i n t  t a x  r e q u ir e s  a c t io n  on two f r o n t s .

F i r s t ,  th e r e  would have t o  be e f f i c i e n t  ways o f 

m o n ito r in g  th e  f l o w  o f goods in t o  the  S ta te  through 

th e  main a r t e r i e s  o f  in t e r - S t a t e  t r a d e ;  and second, 

ways must be d e v is e d  t o  v e r i f y  th e  c la im s  o f  v a r io u s  

d e a le r s  t o  th e  e f f e c t  th a t  th e  goods th e y  have so ld  

w ere  s u b je c te d  t o  t a x  a t  th e  f i r s t - p o i n t .

(para  8 .5 .4 )

11 .7 .23  There  is  c o n s id e ra b le  d is i l lu s io n m e n t  on the  

p a rt  o f  th e  a d m in is t ra t io n  w ith  th e  o p e ra t io n  o f  

check-p 0 8ta  in  B ihar. They a re  undoubted ly a source 

o f  c o r r u p t io n .  As a g a in s t  t h a t ,  revenue does not 

seem t o  be g a in in g  s i g n i f i c a n t l y  through t h e i r  

a c t i v i t i e s .  The f a i l u r e  o f  th e  ch eck -p os ts  in  red u c in g  

e v a s io n  may be a t t r ib u t e d  t o  f i v e  major causes . F i r s t ,  

th e  ch eck -posts  are  p o o r ly  s t a f f e d .  Second, th e  J o in t  

Commissioner o f  th e  d i v i s i o n  in  which a check -post

i s  s i tu a te d  does not pay enough a t t e n t io n  t o  i t s  

w ork in g . T h i r d ,  th e r e  i s  th e  absence o f  m ob ile  squads 

who cou ld  f o l l o w  c a r r i e r s  under s u s p ic io n .  Fonrth , 

th e  perm its  a re  not u t i l i s e d  by th e  a s s e s s in g  o f f i c e r s .  

F in a l l y ,  th e  in te rn a l  ch eck -p os ts  cannot r e a l l y  be 

e f f e c t i v e ,  because th e  t r a n s p o r t  o f  contraband goods i s  

o f t e n  s u i t a b ly  d iv e r t e d  a f t e r  th e  es tab lish m en t o f  a 

ch eck -p os t  on an e s ta b l is h e d  r o u te .

(para  8 .5 .6 )

11 .7 .24  On a c a r e fu l  c o n s id e r a t io n  o f  a l l  a spec ts  

in v o lv e d ,  we recommend th a t  in te rn a l  ch eck -p os ts  

should be d ism antled  g r a d u a l ly  o v e r  th e  next two



332  -

produ c ing  a rea . S im u ltan eou s ly ,  the  . department 

shou ld  c o n s t i tu t e  m ob ile  squads equipped w ith  

w i r e l e s s  communication system. The m ob ile  -squads 

should have no power t o  d e ta in  tru ck s  f o r  p e r iod s  

lo n g e r  than h a l f  an hour. T h e ir  on ly  purpose would 

be t o  check whether proper documents are be ing  

c a r r i e d .

(para  8 .5 .7 )

11 .7 .25  We recommend th a t  a l l  th e  border check- 

p os t  s be r e ta in e d  and th e  s t a f f  a t  th ese  check- 

p o s ts  be s tren g th en ed . Im portant check-posrs  

such as Mohania and Chirkunda should oe manned by 

s e n io r  o f f i c e r s  o f th e  rank o f A s s is ta n t  Commiss­

io n e r  supported by A d d it io n a l  Superin tenden ts  

and A s s is ta n t  S u p er in tend en ts .

(para  8 .5 .8 )

1 1 . 7 . 2 6  In  a p p ly in g  th e  perm it system t o  a l l

im p orts ,  th e  Department has ta k e r  on more than i t  

can menace. The perm it system hr>3 almost c o m p le te ly  

broken down. would urge th a t  the  perm it system

be co n f in e d  t o  20 .o r  25 major revenue ea rn in g  

commod i t  i e s .
(para  8 .5 .9 )

11 .7 .27  We have p o in ted  out th a t  accounts o f even  

th e  non-tax pay ing  r e g i s t e r e d  d e a le r s  should be 

e f f e c t i v e l y  checked. We recommended f o r  t h i s  purpose 

thorough  check ing  on a sample b a s is .

(para  8 .5 .1 0 )

11 .7 .23  In  r e s p e c t  o f th e  l a s t  -po in t t a x ,  the  two 

most important methods o f evad ing  t a x  are ( i )  s h i f t i n g
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p rem ises  o r chang ing  names and ( i i )  s a le s  t o  bogus 

r e g i s t e r e d  d e a l e r s .

11 .7 .29  These cou ld  be checked through  a sy s tem a t ic  

su rv ey  o f  bus iness  in  v a r io u s  p a r ts  o f  th e  State*- 

P e r i o d i c  and s u rp r is e  in s p e c t io n s  by th e  o f f i c e r s

o f  th e  B I I  would h e lp  in  check ing  th e  genuineness o r  

o th e rw is e  o f  t r a n s a c t io n s .

(pa ra  8 .5 .1 1 -1 2 )

1 1 .7 .30  The in t r o d u c t io n  o f a d o u b le -p o in t  ta x  on 

com m odities  in  r e s p e c t  o f  which th e r e  i s  c o n s id e ra b le  

e v a s io n  would a ls o  h e lp  ch eck in g  e v a s io n .

(pa ra  8 .5 .1 3 )

11 .7 .31  The major documents which th e  a ssessees  have 

t o  o b ta in  a re  IX  d e c la r a t i o n  fo rm s , road perm its  and 

C fo rm s . These a re  c f t e n  not a v a i l a b l e  a t th e  s a le s  

t a x  o f f i c e  in  adequate q u a n t i t i e s ,  and are  not gene­

r a l l y  issu ed  in  s u f f i c i e n t  q u a n t i t i e s  when demanded.

(para  8 .6 .1 )

11 .7 .32  We th in k  th a t  d e a le r s  a re  put t o  g r e a t  in ­

conven ience  by th e  p resen t  system and p r a c t ic e s  o f  

i s s u in g  documents. We recommend th a t  th e  o b l i g a t i o n s  

t o  o b ta in  d e c la r a t i o n  form s be done away w ith  in  a l l  

ca ses  where th e  purchaser i s  pay in g  th e  ta x  and th e  

cashmemo mentions th e  t a x  paid  and c o l l e c t e d .

(para  8 .6 .2 )

11 .7 .33  For s im p l i f y in g  th e  p rocedure  f o r  th e  issu e  

o f  road  p e rm its ,  we reccmmened th a t  a counter should 

be opened in  th e  o f f i c e  o f  the  a s s e s s in g  a u th o r i t y .
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The assessee  w i1!  ;.,c >e an a p p l ic a t io r .  f o r  road perm its  

in  th e  p r e s c r ib e d  form  (which can be d u p l ic a te d  by 

h im ) g i v in g ,  b e s id e s  h is  name, address and r e g i s t r a t i o n  

number, in fo rm a t ion  on th e  t o t a l  va lu e  o f h is  s a le s  

in  th e  p rev io u s  y e a r ,  th e  va lu e  o f imports in  the  

p re v io u s  year  and th e  number o f perm its  a lr e a d y  ob­

ta in e d  in  the  cu rren t  y e a r .  He w i l l  be then  issu ed : 

a tok en .  The perm its  w i . l l  be issued on th e  same day 

t o  th e  person h o ld in g  th e  tok en . We recommend th a t  

a s im i la r  procedure be adopted in  r e s p e c t  o f  IX  C 

Forms and C Forms a ls o .

(para 8 0 6 .4 )

11 .7 .34  The d is p o s a l  o f  r e v i s i o n  p e t i t i o n s  has not 

k ep t  pace w ith  th e  in s t i t u t i o n  o f such p e t i t i o n s .  As 

a r e s u l t  th e  number o f  r e v i s i o n  p e t i t i o n s  pending 

d is p o s a l  has been in c r e a s in g  each y ea r ;  There is  

need t o  d e v is e  ways t o  d isp ose  o f th ese  cases as 

e a r l y  as p o s s ib le .

( para 8 .7 .2 )

11 .7 .35  Under th e  e x i s t in g  law , th e r e  i s  no t im e  l i m i t  

f o r  th e  e x e r c is e  o f  th e  power o f suo moto r e v i s i o n

by th e  Commissioner o f  Commercial Taxes on an o rd e r  

p r e ju d i c i a l  t o  t a x  reven u e . We recommend th a t  t h i s  

power o f th e  Commissioner o f Commercial Taxes must 

be l im i t e d  t o  4 y ea rs  a f t e r  th e  d a ta  o f th e  assessment 

o r d e r .

(para  8 -7 .3 )

11 .7 .36  A r rea rs  o f  s a le s  t a x  have been mounting o v e r t im e .  

Another aspect o f  a r r e a rs  r e l a t e s  t o  the  p e r iod  f o r  

which th ey  have been ou ts tan d in g .  Under th e  e x i s t i n g
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procedures  s a le s  t a x  a r r e a rs  a re  t o  be .recovered 

as a r r e a rs  o f  land  revenue . I t  i s  suggested  th a t  

th e  Bihar Government should a rran ge  f o r  th e  r e c o v e r y  

o f  a l l  Commercial ta x e s  through th e  Departments i t s e l f .

To  beg in  w i th ,  a s a le s  t a x  r e c o v e r y  o f f i c e r  may be 

appo in ted  in  a few  s e le c t e d  d i s t r i c t s ,  v i z . , Pa tna , 

Ranchi, Jamshedpur and Dhanbad.,

(para  8 .8 .2 )

11 .7 .37  The c o s t  o f  c o l l e c t i o n  o f s a le s  ta x  in  Bihar 

i s  not v e r y  h ig h .  Our su gg es t io n s  f o r  s t r e n g th e n in g ,  

in c r e a s in g  and im proving the  s t a f f  o f  th e  T a x a t io n  

Department and f o r  b u i ld in g  up a proper in fo rm a t ion  

system w i l l  l e a d  t o  some in c rea se  in  th e  c o s t  o f 

c o l l e c t i o n  in  term s o f th e  a b so lu te  amount t o  be 

spent; but th e  in c rea se  w i l l  not be s u b s ta n t ia l .  And 

th e r e  w i l l  be no in c rea se  in  th e  c o s t  as a p ercen tage  

o f  c o l l e c t i o n s .  We must urge th e  Government t o  

con t in u e  t o  spend more on ta x  c o l l e c t i o n  in  o rd e r  t o  

improve ta x  a d m in is t r a t io n .

8• A d m in is t r a t iv e  O rg a n isa t io n

11.8*1  The; o r g a n is a t io n  f o r  s a le s  ta x  a d m in is t ra t io n  

in  B ih a r , as i t  e x i s t s  to d a y ,  can be d iv id e d  in to  fo u r  

sections, namely# ( i )  H eadquarters  O rg a n isa t io n ,  ( i i )  Ad­

m in i s t r a t i v e  O rg a n is a t io n ,  ( i i i )  Enforcement O rg a n isa t io n  

and ( i v )  A p p e l la t e  O rg a n isa t io n .

(para  9 «0 .3 )

11 .8 .2  The a d m in is t ra t io n  at th e  h eadqu arters  is  

under th e  d i r e c t  s u p e rv is io n  o f  th e  Commissioner o f 

Commercial T a x es .  D i r e c t l y  below  him, th e re  are  

th r e e  Jo in t  Commissioners; o f  whom two are  in  t 1?.-'3



- 336 -

S en io r  J o in t  Commissioners' grade = On.j o f th e  Sen ior 

J o in t  Commissioners works as th e  D ir e c to r  o f  Moni­

t o r i n g  and V ig i l a n c e ;  th e  o th e r  s en io r  J o in t  Commissioner 

i s  in  charge  o f  l e g a l  a f f a i r s .  One o f the  J o in t  

Commissioner i s  r e s p o n s ib le  f o r  th e  wo:;k r e l a t e d  t o  

i n t e l l i g e n c e  and ta x  e v a s io n ,tw o  posts  o f  J o in t  

Commissioners d es ign ed  f o r  e s tab lish m en t and p o l i c y  

a re  l y i n g  va c a n t .

( para 9 .1 .1 )

1 1 .8 .3  Next in  l i n e  t o  the  J o in t  Commissioners are  

th e  Deputy Commissioners. Th sre  are  e ig h t  Deputy 

Commissioners a t th e  h eadqu arte rs  lo o k in g  a f t e r  th e  

work ass igned  t o  them a t th e  S ta te  l e v e l .

( para 9 .1 .2 )

1 1 .8 .4  The above s e n io r  personne l a re  a s s is t e d  by 

a su p p o rt in g  s t a f f  c o n s is t in g  o f s p e c ia l  o f f i c e r s ,  

s t a t i s t i c a l  o f f i c e r s ,  s e c r e t a r i e s ,  s e c t io n  o f f i c e r s  

and r e g i s t r a r .  B es id es ,  th e  Commissioner o f Commercial 

Taxes  has a S e c r e ta r y  t o  a s s is t  him. The other- 

su p p o r t in g  s t a f f  com prises s e c t io n  o f f i c e r s ,  s t a t i s ­

t i c a l  o f f i c e r s  and the  r e g i s t r a r .  At p resen t th e re

a re  14 s e c t io n  o f f i c e r s  and one s t a t i s t i c a l  o f f  i c e r . These

o f f i c e r s  have a s s is t a n ts  t o  h e lp  them.
(para  S. 1 .3 -4 )

1 1 .8 .5  The a d m in is t r a t iv e  o r g a n is a t io n  o f the  

Department f o l l o w s  a t w o - t i e r  system , th e  f i r s t  be ing  

th e  d i v i s i o n  and th e  second the  c i r c l e ,  which is  

u l t im a te  u n it  o f  o r g a n is a t io n .  The d i v i s i o n  is  

headed by a person  o f th e  rank o f J o in t  Commissioner 

(A d m in is t r a t io n ) .  There are now 9 d i v i s i o n s .

(para 9 .2 .1 -2 )
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11«8«6 Usually a c i r c le  em p r ises  a d is t r i c t .  At 

present there are 49 c ir c le s ;  and 10 of these c ir c le s  
have one or more su b -c irc les  attached to  i t . The 

total number of su b -c irc les  in  the S tate is  10.

The circle is  g en era lly  headed by an Assistan t Corrrn- 
ise loner o f Commercial Taxes. The assessment work 

Is done both by the Assistan t Commissioner o f Comm­
ercial Taxes and by the Superintendents.

(para 9 .2 .3 -5 )

11 *8*7 The enforcement work is  undertaken c*r the 

d iv is io n a l l e v e l .  Th is is  done by the Deputy Commissioner 
of Commercial taxes ( In te l l ia e n c e ) who works nr.der 

th e  adm in istra tive  con tro l o f the Join t Commissioner 

<Adm in istration ) , who is  the head o f the d iv is io n .
The check-posts in the s ta te  are under the d ir e c t  

supervis ion  o f the d iv is io n a l c f f i c e r s .  There are 
18 check-posts.

(,.'V a 3 .3 .1 -2 )

11.8.8 In  Bihar there are th ’ e t i e r s  of adm in istra tive  

appeal p r io r  t o  court appeal. The in i t i a l  appeal is  
made to  the Deputy Commissioner of Commercial Taxes 
(Appeals) who works as an ap p e lla te  au th ority  before 
whom the appeal must be f i le d :.  The Deputy Commissioners 
work under the Superintendence of the Joint Commissioner 
(A p p ea ls ). However, a l l  the posts o f the Jo in t Comm­
iss ion ers  (Appeals) are now ly in g  vacant. As a 

stop-gap arrangement, the Go/ernment have n o t if ie d  
th a t the Join t Commissioner (Adm in istration ) w i l l  work 

as an ap p e lla te  au th ority  in p lace of the Join t 

Commissioner (A ppea ls ).
(para  9 .4 .1 -2 )
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1 1 .3 .9  A r e v i s i o n  p e t i c io n  a ga in s t  t'n-j o rd e rs  o f 

th e  Deputy Commissioner o f  Commercial Taxes can be 

f i l e d  b e fo r e  th e  J o in t  Commissioner (A p p e a ls ) .  The 

second r e v i s i o n  a ga in s t  f in d in g s  o f the  J o in t  Comm­

is s io n e r  o f  Commercial Taxes (A p p ea ls )  is  t o  th e  

Commercial Taxes  T r ib u n a l-  B es id es ,  th ese  r e g u la r  

channels  o f  a p p ea ls ,  th e  Commissioner o f  Commercial 

Taxes  can e x e r c i s e  suo moto powers o f  r e v i s i o n  e i t h e r  

on h i s  own m otion  or on th e  b a s is  o f  a p e t i t i o n  

f i l e d  b e fo r e  him.

(para  9 .4 .3 -4 )

11*8 .10  The Department o f Commercial T axes , one o f 

t h e  most im portant Departments in  the  Government, is  

not a w e l l  managed Department. Most major a sp ec ts  

o f  i t s  fu n c t io n in g  ra n g in g  from  rec ru itm en t  and 

t r a in in g  o f  p e rson e l t o  the  s t a f f i n g  o f  th e  upper 

l e v e l  o f  a d m in is t ra t io n  need t o  be s u b s t a n t ia l l y  

m o d i f ie d  and s treng th en ed .

(para  9 .5 .1 )

11 .8 .11  One o f  th e  important causes o f the  poor p e r ­

form ance o f  th e  Department i s  th e  absence o f  e f f e c t i v e  

le a d e r s h ip .  The Commissioner o f  Commercial Taxes 

i s  drawn from  th e  I . A . S .  Cadre. Over the  l a s t  10 y e a r s ,  

d i f f e r e n t  Commissioners in  th e  Department have 

s tayed  o n ly  f o r  a sh ort  p e r io d .  Some o f them were 

t r a n s fe r r e d  w i th in  a few  months o f  t h e i r  j o in in g ,  we 

s t r o n g ly  recommend th a t  the  Commissioner o f  Commer­

c i a l  Taxes  should be made t o  s ta y  in  th e  Department 

f o r  a minimum p e r io d  o f th r e e  y e a rs .

(para  9 .5 .2 -3 )
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11 .8 .12  W3 a re  happv t o  l e a r n  th a t  th e  Government 

have  v e r y  r e c e n t l y  n o t i f i e d  th e  c r e a t io n  o f  a new 

post o f  A d d i t io n a l  Commissioner o f  Commercial Taxes 

who would be second-in-command t o  th e  Commissioner o f  

Commercial T a x e s .  T h is  post should be manned by 

a s e n io r  o f f i c e r  w ith  c o n s id e ra b le  e x p e r ie n c e  from 

th e  B ihar F inance S e r v i c e .  The A d d it io n a l  Commissioner 

would be th e  t o p  most t e c h n ic a l  o f f i c e r  and would a b le  

t o  a d v is e  th e  Commissioner on a l l  t e c h n ic a l  m a tte rs .

( para 9 .5 .4 )

1 1 .P . 13 The e x i s t i n g  in t e l l i g e n c e  w ing  i s  i l l - e q u ip p e d -  

and u n d e r s t a t e d  t o  undertake th e  ta sk  a s s i g n ^  t o  

i t .  No exa  r£  v ie w  th a t  (a )  the  e x i s t i n g  u in g  

should be r e c r g r n is s d  and (b )  p roper emphasis should 

be g iv e n  t o  chc f l c v  o f  r e q u ir e d  in fo rm a t io n  through 

f i e l d  work. A Bureau o f In v e s t . ig a t io n  and I n t e l l i g e n c e  

(B IT ) should be e s ta b l is h e d  uruler th e  d i r e c t  s u p e rv is io n  

o f  th e  Commissioner o f  Commercial T axes .

( pur a 9 .5 .5 -6 -7 )

11 .8 .14  The 31i  snouid com prise  th r e e  branches. One 

branch headed by a J o in t  Commissioner : nould be r e s ­

p o n s ib le  f o r  i n t e l l i g e n c e  w ork . The ifr.in ta s k  o f  t h i s  

branch would be t o  c o l l e c t  a l l  th e  bas'.c in fo rm a t ion  

u se fu l f o r  d e t e c t in g  e v a s io n  o f  t a x .  T h is  would, 

in c lu d e  con d u c t in g  market surveyn and e s t im a t in g  t a x  

p o t e n t ia l  by com m odities and by c a t e g o r i e s  o f  d e a le r s .

(para  9 .5 .8 )

11 .8 .15  The second branch o f  th e  B I I  would c o n s is t  

o f  m ob ile  squads. Each o f  th e s e  squads should be 

headed by a J o in t  Commissioner. The fu n c t io n ^  o f th e
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m ob ile  squad would in c lude  in t e r c e p t in g  and check ing  

o f  v e h i c l e s ,  e s p e c i a l l y  a f t e r  t h e i r  c r o s s in g  th e  

ch eck -p ost s . In  t h i s  c o n tex t  i t  is  reoom:..ended th a t ,  

in  a l l ,  tn e  BIX. should have 3 2 f i l i n g  squads.

(para 9.5-9)

1 1 .8 .16  The t h i r d  u n it  o f  th e  B I I  w i l l  undertake the  

work r e l a t i n g  t o  p ro s e cu t io n .  'This w ing should have 

persons drawn from  th e  P o l i c e  Department. They w i l l  

work under th e  d i r e c t  c o n t r o l  o f  the  D ire n t  or o f the  

B I I .  I t  i s  w e l l  r e cog n is ed  th a t  the  c o n t r o l  o f  the  

Department o v e r  i t s  a ssessees  has weakened o ver  th e  

y e a r s .  T h is  i s  m a in ly  due t o  the  n eg l ig e n c e  o f f i e l d  

work. U ithou t t h i s  ty p e  o f work, t h e  Department cannot 

ga th er  s u f f i c i e n t  ev id en ce  t o  d e t e c t  ta x  e v a s io n  and t o  

make best o f judgement assessm ents.

(wara 9 .5 .1 0 -1 1 -1 2 )

11 .8 .17  I t  i s  s t r o n g ly  recommended tn.At th e  Government 

should r e v i s e  the post o f th e  f i e l d  v/orker The post 

may ;.e designated  as " f i e l d  s u p e r v is o r " ,  -hu r o l e

o f  th e  s u o e rv :s o r  would be t o  c o l l e c t  in fo rm a t ion  from 

t r a d e r s ,  t r a n s p o r t  agen c ies  in c lu d in g  r a i lw a y s ,  banks 

and b ig  companies in  th e  p u b l ic  s e c to r  t o  v e r i f y  d e c la ­

r a t i o n s ,  p e rm its ,  e t c .

(pnra 9 .5 .1 3 )

11 .8 .18  Under th e  e x i s t in g  p r o v is io n s ,  the  f i r s t  

appeal i s  made t o  th e  Deputy C om m iss ion e r (A p p ea ls ) , who 

works under th e  a d m in is t r a t iv e  c o n t r o l  o f  th e  Comm­

is s io n e r  o f  Commercial t a x e s .  T h is  does not seem

t o  be a p p r o p r ia te .  I t  would not be e n t i r e l y  w ith ou t 

j u s t i f i c a t i o n  i f  th e  p u b l ic  should assume th a t
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Departmental ap p e lla te  o f f ic e r s  would be unconsciously 

fo llo w in g  the wishes o f the Department in g iv in g  
d ec is ion s  and th a t they would h es ita te  before taking 

a view which would not be e n t ir e ly  pa la tab le  to  
the Department. We would, th e re fo re , urge that the 

ap p e lla te  au th ority  fo r  tax matters should be 

separated from the main body of the adm in istration .
(para 9 .5 .15 )

11.8.19 With th is  o b je c t iv e  in  view we recommend 
that the e x is t in g  Commercial Taxes Tribunal be 

reorgan ised along the lin es  suggested by the Taxation 
Enquiry Commission (1953-54).

(para 9 .5 .16 )

11.8.20 The Cc m ercial Taxes Department has not 

b u ilt  up a proper inform ation system. The c o lle c t io n  

o f da ta  is  locked a fte r  by the Long Range Planning 
and Analysis wing (h ere in a fte r  re fe rred  to  as PAW).

I t  is  recommended that the PAW be put under the d ire c t  
con tro l o f the proposed Add itiona l Commissioner of 

Commercial T a x e s .  The wing should consist o f two 
sen ior members o f the rank of Deputy Commissioner of 
' ,:mu,lv-rcial Taxes. I t  is  suggested that one o f them 
should be from the Bihar Finance S erv ice , having 
in tim ate knowledge o f tax m atters; ana the second 

from the D irec to ra te  o f S ta t is t ic s  and Evaluation, 
having a thorough knowledge o f s t a t is t ic a l  to o ls  

app licab le  t o  the c o l le c t io n  and processing o f data.

(para 9.5.17-18)

11.8.21 The PAW should have two units -  a p o lic y  
unit and a s t a t is t ic a l  c e l l .  The functions o f the
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fo rm er u n it  won1d inc lude  undertak ing in -depch  

s tu d ie s  o f  p resen t  and fu tu r e  p o l i c i e s  o f  t a x a t io n ,  

h ^ e d  on e m p ir ic a l  d a ta .  The Unit would a ls o  be 

r e s p o n s ib le  f o r  undertak ing  market su rveys .

(pars 9 .5 .1 9 )

11 .8 .22  For th e  proper fu n c t io n in g  o f  th e  PAW,

i t  i s  o f  paramount importance th a t  i t s  s t a f f  should 

be spread o v e r  t o  a l l  th e  c i r c l e s .  I t  i s ,  t h e r e f o r e ,  

n ecessa ry  th a t  each c i r c l e  Should have a s t a t i s t i c a l  

a s s is ta n t  t r a in e d  in  s t a t i s t i c a l  tech n iqu es  and t h e i r  

a p p l i c a t io n .  Each d i v i s i o n  should a ls o  have a s t a t i s ­

t i c a l  o f f i c e r  s u p e r v is in g  th e  s t a t i s t i c a l  work in 

a l l  th e  c i r c l e s  w i th in  i t s  j u r i s d i c t i o n .

11 .8 .23  The o f f i c e r s  o f  th e  Commercial Taxes Department 

a re  drawn from  and be lon g  t o  th e  B ihar F inance S e r v ic e .  

The re c ru itm en t  t o  t h i s  S e r v ic e  is  done p a r t l y  through 

an exam ination  and p a r t l y  through departm en ta l prom otio : 

A f r e s h  r e c r u i t  i s  taken  at th e  l e v e l  o f  an A s s is ta n t  

Superin tenden t o f  Commercial Tax^s. On p a ss in g  a 

departm enta l ' n a t ion , he i s  promoted t o  th e  rank

o f  an A d d i t io n a l  Superin tenden t o f  Commercial Taxes .

( ; a r a  0 .5 .2 1 )

11 .8 .24  A f t e r  appointm ent, Bihar Finance S e r v ic e  

o f f i c e r s  are  sent f o r  t r a in in g  at the  A d m in is t r a t iv e  

T r a in in g  I n s t i t u t e  at Ranchi f o r  a p e r iod  o f  te n  

weeks. A f t e r  t r a in in g ,  B ihar Finance S e r v ic e  p er­

sonnel are l i a b l e  t o  be posted  at th e  v a r io u s  D epart­

ments o f  th e  S ta te  government. With th e  r a th e r  genera l 

t r a in in g  imparted in  th e  b eg in n in g  o f  t h e i r  c a re e r

ana th e  t a x a t io n  o f f i c i a l s  b e in g  part o f  a gen era l



-  343 -

Finance Serv ice  manning various Departm ents, i t  has 

not been p oss ib le  t o  build  up a sp ec ia lised  and w e ll-  

tra in ed  Taxation  S erv ice . We f e e l  that th e  Government 
should s e r io u s ly  consider the crea tion  o f a separate 

Taxation  S erv ic e . Without the c r e a t io n  o f such a 
S erv ic e , i t  would be im possible t o  b r in g  about a sub­

s ta n t ia l improvement in  the a d m in is t ra t io n  o f th e  

various commercial taxes .
(para 9 .5 .22 )

11.8.25 The tra in in g  now given  to  the o f f ic e r s  is  
abso lu te ly  inadequate. The course is  f a r  too  short 

a period  and there  is  not much o f economics or of 
accountancy in  the course con ten t. I t  is  recommended 

th a t the new re c ru its  who would be earmarked fo r  the 
Taxation  Serv ice  be given  in ten s ive  tra in in g  fo r  a 
period of not le s s  than s ix  me nth s.

fpara 9 .5 .23 )

11.8.26 At present there i s  an a d v is o r y  committee at 
the State l e v e l .  The C o m m i t com prises p o l i t ic a l  
rep resen ta tiv es , le g a l e x p a r ts ,  business and t ra d e  

rep resen ta tiv es , and Government o f f i c i a l s .  The 

Committee is  headed by the FI nanco iM ir.ister o f the 
S ta te . The e ffe c t iv en e s s  o f  th e  Corrviittee has been 
weakened by the fa c t  that th e  reccmme• N a t io n s  o f  th e  

committee are forwarded t o  the  Government without any 
em pirica l support. Because o f  t h i s ,  the  Government 

has ra re ly  acted on any of th e  recomrnendat ions o f the 
adv isory  committee under the apprehension o f  lo s in g  

the revenue. The im p lications o f th e  recomrnendations 

o f the adv isory  committee should be e m p ir ica lly
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t a s t e d  and measured in  the  PAW b o fo ra  th e y  a re  forw arded  

t o  th e  Government.

(para 9 .5 .2 5 )

11 .8 .27  S im i la r  t o  th e  a d v is o r y  corrjnittee a t  th e  

S ta te  l e v e l ,  l o c a l  a d v is o ry  com m ittees may be con­

s t i t u t e d  a t th e  l e v e l  o f each d i v i s i o n  which cou ld  

b r in g  th e  ta x p a y e rs  and the  Tax  Department t o g e th e r  

a t an in fo rm a l l e v e l .

(para  9 .5 .2 6 )

9 . In fo rm a t io n  System

11 .9 .1  The T a x a t io n  Department in  B ihar has no worth 

w h i le  in fo rm a t io n  system. In  th e  absence o f  an adequate 

in fo rm a t io n  system/ th e  e v a lu a t io n  o f  th e  e x i s t i n g  

s t ru c tu re  o f  s a le s  t a x a t io n  or an e s t im a te  o f th e  impact 

o f  any p o l i c y  changes becomes im p oss ib le .

(para  1 C .0 .1 )

11 .9 .2  C o l l e c t i o n  o f s t a t i s t i c a l  da ta  in  B ihar is  

dona a t  p resen t  by a s k e le to n  s t a f f  o f  the PAW s i tu a te d  

a t  the  h ea d q u a r te rs .  Apart from  the  c o l l e c t i o n  and 

c o m p i la t io n  o f  d a ta ,  th e  PAW's fu n c t io n s  c c v e r  a w ide 

range o f  o th e r  a c t i v i t i e s .  But the  PAW is  p r e s e n t ly  

u n d e r - s ta f fe d  as well as i l l - e q u ip p e d  t o  undertake the  

jo b  expec ted  o f i t .
( par a 1 0 .1 .1 )

11 .9 .3  I f  th e  fu n c t io n s  o f  th e  PAW are  t o  be p ro p e r ly  

perform ed th e  p resen t s t a f f i n g  p a t te rn  would have t o  be 

c o m p le te ly  changed. We recommend th a t  the  w ing  should 

c o n s is t  o f  two s e n io r  members under th e  d o n t r o l  o f  an 

A d d i t io n a l  Commissioner. The two s en io r  members should 

be o f  th e  rank o f  Deputy Commissioner o f  Commercial
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Taxes ; one drawn from  the  B ihar Finance S e r v ic e  

h av in g  e x p e r ie n c e  in  th e  Commercial Taxes Department 

and th e  o th e r  drawn from th e  D i r e c t o r a t e  o f 

S t a t i s t i c s  and E va lu a t io n .

(para  10 ,4 .1 )

11 .9 .4  In fo rm a t io n  has to  be c o l l e c t e d  on many a sp ec ts  

o f  th e  t a x  s t r u c tu r e ,  t a x  y i e l d ,  and o p e ra t io n s .

The most im portant means o f  c o l l e c t i n g  in fo rm a t ion  

i s  th e  b a s ic  t a x  r e tu r n  i t s e l f .  The annual r e tu rn  

g iv e s  d is a g g r e g a te d  in fo rm a t io n  on com m odities grouped 

a cco rd in g  t o  r a t e  c a t e g o r i e s  as w e l l  as in fo rm a t io n  

in  r e s p e c t  o f  tu rn o ve r  and ta x^ p a id  s e p a r a t e ly  

in  99 com m odit ies .

(para  1 0 .6 .1 )

11 .9 .5  There  must be an o r g a n is a t io n  a t th e  Com m issioner 's  

o f f i c e  which would lo o k  in to  c o l l e c t i o n  and co m p i la t io n

o f  a l l  th e  da ta  r e c e iv e d  from  th e  c i r c l e  o f f i c e s  through 

th e  d i v i s i o n a l  heads. T h is  work cou ld  be done in  one 

o f  two w avs. F i r s t ,  i t  cou ld  be dene m anually  by 

em ploy ing a l a r g e  number o f  persons at th e  Com m issioner 's  

O f f i c e  under th e  s u p e rv is io n  o f  the  A d d i t io n a l  Comm­

is s io n e r  o f  Commercial T a x e r .  A l t e r n a t i v e l y ,  the  

in fo rm a t ion  ob ta in ed  from  th e  d i f f e r e r t  sources  cou ld  

be sen t t o  th e  computer f o r  .storage and a l l  m an ip u la t ion s . 

In  th e  lon g  run th e  l a t t e r  method i s  econom ica l as 

w e l l  as e f f i c i e n t .

(pai a 10.6.3)
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APPENDIX I 

GENERAL ECONOMIC BACKGROUND

^ • Introductinn

1.1 Bihnr has area of 1.75 lakh sq. kmsN. It is

a border State touching Nepal i: the North and surround­

ed by Uest Bengal, Uttar Pradash, Madhya Pradesh and 

Orissa. The State can be divided into two distinct 

and roughly equal natural regions, namely, the Bihar 

Plains and the Chotanagour Plateau* While the Bihar 

Plains, which firms a part of the 'Gangetic Plains', 

is fertile and suitable for cultivation nf almost all 

the semitropical crops, the Chntar.agpur Plateau is 

rich in minerals and abounds in forest wealth. The 

State comprises 31 districts.

1.2 According to the 1971 cersus, the tntal popu­

lation of Bihar was 56.3 million. I»i terms r.f -jopu- 

latior Bihar comes next einly t* Uttar Pradesh. The 

copulation density uas 324 per sq. kms., which was 

about twice the all-Is'dia figure of 162. The popu­

lation of the State has increased by 21.2 per cent 

during the decade 1961-71. The sex ratir is in 

favour nf males who constitute 51.2 pe? cent a f  the 

tntal populetinn.

1.3 The rural population of the State (50.7 

million) forms 90 per cent nf the total population 

compared to 80 per cent for the country as a whole. 

However, urbanisation is slowly increasing. The 

share "if the urbaR population was 8.4 per cent during 

the sixties, 10 per cent during the seventies and is
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exp ec ted  tc. be 15 - ^ r  cen t in  th e  e i g h t i e s .  The t o t a l  

s t r t  ngth o f t i  e w >rk f o r c e  in  th e  S ta te  was 17.2 m i l l i o n  

in  3 97.1 which i s  about 31 per cent o f  th e  p op u la t ionA
as r f a i  nst 3 2 . °  per cen t f o r  In d ia ,  About 80.4 per 

cen t o f  the t o t a l  wcrk f o r c e  is  r iganed in  c u l t i v a t i o n  

as a g a in s t  68.6 per cen t fo r  th e  cou n try  as a w ho le .

The p o p u la t io n  o f  the  Scheduled t r i b e s  i s  4 .7  m i l l i o n .  

T h is  i s  about 8 .4  per ’cen t o f  the  t o t a l  p o p u la t ion .

The l i t e r a c y  r a t e  in  B ih a r  is  one o f  th e  low es t  among 

th e  S ta tes ., at 19.1 p er  c en t .

2• T r e nds in  th e  S ta te  Dom estic Product ( SDP)

2.1 The S ta te  Dom estic  Product and per c a p i t a  SDP 

o f  B ih a r  at cu rren t p r i c e s  as w e l l  as a t constant 

p r i c e s ,  in c reased  at annual r a t e s  which are  low er than  

th ose  o f  th e  net n a t io n a l  product and cer  c a p i ta  NNP 

o f  th e  cou n try  over th e  p e r iod  1960-61 t o  1975-76.

The SDP o f  B ih a r  at cu rren t  p r ic e s  ro s e  by 9.88 per 

cen t p er  annum :from  Rs^.993 c r o r e  t o  Rs.3 ,826  c r o r e ,  

w h i le  th e  NNP o f  In d ia  at cu rren t  p r i c e s  in creased  

b y  .0.94 per  cen t per annum from  Rs.13.. ?63̂  c r o r e  t o  

Rs.60..596 c r o r e .  S im i l a r l y  th e  per c a p i t a  SDP o f  

B ih a r  qrew by 7.79 per c e n t  from  Rs.215 t o  Rs.623, 

w h i le  th e  a l l - I n d i a  per c a p i t a  income in c reased  by

8 .5  per cen t from  Rs 305.6 t o  Rs 1 ,008. A s im i la r  

t r en d  can be observed  at constan t p r ic e s  as w e l l .

For exam ple, th e  S ta te  SDP and per c a p i t a  SDP o f 

B ih a r  at 1960-61 p r ic e s  grew by 1.98 per cen t per 

annum and 0.19 per cent per annum r e s p e c t i v e ly /  

w h i le  th e  a l l - I n d i a  NNP and a l l - I n d i a  par c a p i ta  

NNP went up by 3.42 per cen t and 1 = 16 per cen t per 

annum, r e s p e c t i v e l y .  The per c a p i ta  SDP o f  B ihar i s
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th e  lo w e s t  among th e  S ta te s  in  In d ia .  The annual 

r a t e  o f  growth o f  per c a p i t a  SDP i s  a l s o  low compa­

red  w ith  th e  o th e r  S ta te s  w ith  th e  e x c e p t io n  o f  

Assam.

S e c to r -w is e  C o n tr ib u t io n  t o  SDP

2.2 The r e l a t i v e  im portance o f  d i f f e r e n t  s e c to r s  

and t h e i r  c o n t r ib u t io n  t o  the  SDP can be seen from 

th e  e s t im a te s  o f  the  S ta te  income by in d u s t r ia l  o r i g i n  

and t h e i r  r e l a t i v e  c o n t r ib u t io n s  t o  th e 'SD P  (T ab le  1 . 3 ) .

2.3 During th e  p e r io d  1960-61 t o  1975-76, th e  manu­

f a c t u r in g ,  m ining and sm all e n t e r p r i s e s  s e c to r  grew

a t th e  h ig h e s t  r a te  f o r  any s e c to r  and t h e i r  share 

in  th e  SDP at cons tan t p r ic e s  in c re a s e d .  T h is  would 

in d ic a t e  th a t  th e  S ta te  i s  g e t t in g  g r a d u a l ly  indus­

t r i a l i s e d .  The s e r v i c e s  s e c to r  grew a t  the  low es t  

r a t e  w ith  th e  r e s u l t  th a t  i t s  c o n t r ib u t io n  t o  the  

SDP d e c l in e d  from  15.8 per cen t t o  9 .1  per c en t .

In s p i t e  o f  th e  growth o f  th e  m anu factu r ing , mining 

and sm all e n t e r p r is e s  s e c t o r ,  t h e  share o f  a g r i c u l -  

tu r e  in  th e  SDP has remained f a i r l y  cons tan t a t  54 

per cen t o v e r  th e  l a s t  15 y e a r s .

3. S e c t o r a l  A n a ly s is  o f  th e  Economy

3.1 A g r ic u l tu r e  has a dominant p o s i t i o n  in  B ih a r 's

economy as i t  c o n t r ib u te s  more than h a l f  th e  S t a t e 's  

incoma, and p ro v id es  a v a r i e t y  o f  raw m a te r ia ls  t o  

th e  agro -based  in d u s t r ie s .  Wheat, r i c e ,  gram, b a r le y ,  

m a ize , sugarcane , p o ta to  and ju te  a re  th e  more impor­

ta n t  c r o p s .  N ea r ly  90 per cen t o f  th e  t o t a l  sown 

area  i s  under fo od  c rop s  in  th e  S ta t e .  In  1976-77,
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out o f  a scrn area  o f  11.3 m i l l i o n  h e c ta r e s ,

abort  50 per cen t was under r i c e  p rod u c t io n . While 

th e  area  unde:, v.afdy has remained a lm ost constant 

in  r e c e n t  y e a r s ,  e r e  a rea  under wheat has n ea r ly  

dou b led . The area  co ve red  by the o th e r  crops has 

e i t h e r  d ecreased  o r  remained con s tan t .  While the 

applica-1-.ioii o f  modern tech n iqu es  has he lped  t o  r a i s e  

th e  p r o d u c t i v i t y  in  r e s p e c t  o f  both wheat and maize 

and w h i l e  th e  r r e a  under h igh  y i e l d in g  v a r i e t i e s  has 

been s t e a d i l y  r i s i n g ,  th e  y i e l d  per h e c ta r e ,  in  

g e n e r a l , has remained iew er  than f o r  the  country  

as a w h o le .  The low y i  -Id i s  l a r g e l y  due t o  the  

low  p r o d u c t i v i t y  o f  r i c e  c u l t i v a t io n /  which in  to r n  

can be a t t r ib u t e d  t o  the  r e c u r r in g  na tu ra l ca lam i”  

t i e s  cou p led  w ith  th e  p r im i t i v e  p rod u ct ion  te ch n iq u es .

3 .2 The t o t a l  f o r e s t  area  i s  28.2 sq . kip., which 

i s  16.2 p e r  cen t o f  the  t o t a l  g e o g ra p h ic a l  a r e a  o f  

B ih a r .  The SDP from  f o r e s t r y  in creased  from  Rs-6.91 

c r o r e  in  1960-61 t o  Rs. 59.21 c r o r e  in  1975-76 and 

i t s  c o n t r ib u t io n  t o  th e  SDP ro s e  from 0 .70  per cen t 

t o  1.55 per c en t .  The f o r e s t s  o f  B ihar y i e l d  pro­

ducts  l i k e  t im b e r ,  bamb o ,  sawai g rass  and f i r e w o o d .  

F o re s ts  and fo r e s t - b a s e '  in d u s t r ie s  employ a la r g e  

number o f  s k i l l e d  and s mi s k i l l e d  w orkers  who 

c o n s t i t u t e  about 30 per cen t o f  the  t o t a l  work 

f o r c e  o f  the S ta t e .  F o re s t ry  i s  a ls o  an important 

source o f  Government revenue . I t s  g ross  c o n tr ib u ­

t i o n  t o  th e  S t a t e 's  revenue was Rs.7 .85  c r o r e  in

1973-74.
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3.3 T h ere  a re  75.8 lakh  o p e ra t io n a l  farm h o ld ­

in gs  in  th e  S ta t e .  T h e i r  average  s i z e  i s  1.52 

h e c ta r e s  which i s  sm all compared t o  2 .3  h e c ta re s  

f o r  th e  co u n try .  About 64 per cen t o f  th e  h o ld in g s ,  

com pris in g  16 per  cen t  o f  the- area a re  below  one 

h e c ta r e ,  and about 98 per cen t o f  th e  t o t a l  o p e ra t io n ­

a l  h o ld in g s ,  com pris in g  80psr cen t o f  th e  area/ i s  

w ith  fa rm ers  who own l e s s  than 10 h e c ta r e s  o f  land .

3.4 The t o t a l  i r r i g a t e d  a rea  forms about 30 

per cen t o f  th e  net sown area  in  th e  S ta t e .  B ihar 

has th e  advantage o f  numerous r i v e r s  and abundant 

w a te r  r e s o u rc e s .  Cana ls , tanks  and w e l l s  a re  the  

main sources  o f  i r r i g a t i o n .  Out o f  th e  t o t a l  i r r i ­

ga ted  a rea  o f  25.2 lakh  h e c ta r e s ,  about 34 per cent 

i s  i r r i g a t e d  by ca n a ls .  The average  r a i n f a l l s  i s  

as h igh  as 127.2 cm. About f o u r - f i f t h s  th e  net

sown a rea  f a l l s  under th e  r a i n f a l l  b e l t ;  and the  r e s t  

r e c e i v e  medium r a i n f a l l . But the  r a i n f a l l  i s  uneven. 

About 94 per cen t o f  i t  comes du ring  th e  monsoon 

months which i s  a f a c t o r  f o r  th e  r e c u r r in g  f lo o d s  

du ring  th e  monsoon season and droughts du ring  the  

w in te r s  „

M ining

3.5 The Chotanagpur p la tea u  is  th e  r i c h e s t  mine­

r a l  b e l t  in  In d ia .  B ih ar c o n t r ib u te s  as much as

40.9 per cen t o f  th e  t o t a l  v a lu e  o f  th e  c o u n try f s 

m inera l p rod u c t ion . The important m in e ra ls  a re  c o a l ,  

i r o n  o r e ,  l im e s to n e ,  m ica, copper , k y a n i t e ,  c l a y  and

Land Use
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b a u x i t e .  B ih ar i s  th e  s o le  producer o f  copper and 

a p p a t i t e .  I t  produces 95 per cent o f  the  k yan ite  

in  th e  c o u n t r y , a l i t t l e  o ver  50 per  cen t each o f 

th e  coa l#  mica/ b a u x ite  and c h in a c la y  and about 

40 pejrcent o f  th e  i r o n  o r e .  The e s t im a ted  r e s e r v e s  

o f  c o a l  in  th e  S ta te  a re  20/224 m i l l i o n  tonnes .

J h a r ia  a lon e  accounts f o r  f o u r - f i f t h s  th e  number 

o f  c o l l i e r i e s .  B es id es  J h a r ia ,  Bokaro/ Karnaputa^ 

Ramgarh/ J a in t i/  Rajmahal, G i r id ih  and Palamau are 

im p ortan t ,  B ih a r  i s  a lm ost th e  on ly  mica b ea r in g  

area  in  In d ia  and the  m inera l i s  found in  the d i s ­

t r i c t s  o f  Gaya, Hazaribagh/ Monghyr and Bhagalpur.

The t o t a l  r e s e r v e s  o f  i r o n  o re  are  es t im a ted  t o  be 

around 3/000 m i l l i o n  ton n es , a t h i r d  o f  which is  

found in  t h e  Singbhum d i s t r i c t .  Copper and a p p a t i t e  

a re  mined m ain ly  in  Madhubani/ Rakha and Dhobani.

In d u s try

3 .6  The SDP from th e  in d u s t r ia l  s e c to r  in  the  

S ta te  grew from  Rs 95.7 c r o r e  t o  Rs 158.3 c r o r e ,  at 

con s tan t p r i c e s ,  during th e  p e r iod  19-60-61 t o  1975-76. 

The in dex  o f  in d u s t r ia l  p rod u ct ion  r o s e  from 106.3

in  1971-72 t o  137.3 in  1976-77, showing a 31 per 

cen t r i s e .

3 .7  The m ajor in d u s t r ie s  in  th e  S ta te  are  c o a l ,  

cement/ i r o n  and s t e e l ,  j u t e , t e x t i l e s  and sugar. 

Jamshedpur, Ranchi, Bokaro and S in d r i  a re  th e  main 

in d u s t r ia l  c e n t re s  in  th e  S ta t e .  Jamshedpur can be 

c a l l e d  th e  in d u s t r ia l  c a p i t a l  o f  th e  S ta t e .  I t  i s  

th e  s ea t  o f  th e  T a ta  I r o n  and. S te e l  Company, and 

th e  T a ta  E n g in ee r in g  Locom otive  Company, A number



-  353 -

o f  o th e r  in d u s t r ie s  which make t i n  p l a t e ,  w i r e s ,  

c a b le s ,  a g r i c u l t u r a l  implements, oxygen  and so on 

a re  l o c a t e d  at J h a r ia ,  Ranchi and G i r i d ih .  The 

in d u s t r ia l  growth in  th e  S ta te  i s ,  however*, unbalan­

ced . I t  i s  b ia s ed  tow ards heavy in d u s t r i e s ,  and the  

share o f  th e  small s c a le  s e c to r  i s  n e g l i g i b l e .

4 . I n f  r a s t r u c t  ure

4 .1  B ih a r  has an immense p o t e n t ia l  f o r  power 

g e n e r a t io n .  The t o t a l  in s t a l l e d  c a p a c i t y  in  the  

S ta te  in c rea sed  from  47.05 mW in  1960-61 t o  604 mW 

in  1975-76. T h is  does not in c lu de  th e  in s t a l l e d  

c a p a c i t y  o f  771.5 mW o f  Damodar V a l l e y  c o rp o ra t io n ,  

which i s  shared w i th  West B enga l. T h is  a p a r t ,  the  

b i g  in d u s t r ia l  concerns in  th e  S ta te  such as the  

T a ta  I r o n  and S t e e l ,  S in d h r i  F e r t i l i z e r s ,  have t h e i r  

own g e n e ra t in g  p la n ts .  The t o t a l  c a p a c i t y  o f  such 

s e l f - g e n e r a t in g  p la n ts  i s  around 308 mW. Thus the  

t o t a l  i n s t a l l e d  c a p a c i t y  in  1975-76 would be 1623 mW.

4»2 The m ajor power p r o je c t s  in  th e  S ta te  are 

Barauni (200 mW), P a tra tu  (400 mW) and Subarnarakha, 

Ju m r ita la iya .,  Konar, Tenughat (1300 mw) , and K o e l-  

K a ro -h yde l (720 mw). Four more p r o j e c t s  are propo­

sed in  th e  S ix th  P la n , namely, M uza ffa rpu r Thermal 

P r o je c t  (250 mW) , P a t ra tu  Second E x ten s ion  (220 mW), 

G i r id ih  (750 mW) and Karnapura (500 mW),

4.3 The t o t a l  e l e c t r i c i t y  gen era ted  in  th e  S ta te

by th e  p u b l ic  u t i l i t i e s  in creased  from  1,597 m i l l i o n  

kWh t o  4 ,400  m i l l i o n  kWh from 1560-61 t o  1975-76.

But th e  growth o f  t h i s  s e c t o r  in  terms o f  i n s t a l l e d
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c a p a c i t y  ae v-Tj?7 1 es e l e c t r i c i t y  produced, i s  s low er  

than f o r  t ‘ :e country as a w ho le . The per c a p i ta  

in vestm ent in  power i s  a ls o  low compared t o  th e  a l l  

In d ia  l e v e l .

4 .4  The per c a p i ta  consumption o f  e l e c t r i c i t y  in  

th e  S ta te  i s  66 kWh as a ga in s t  the  a l l  In d ia  f i g u r e  

o f  96 kWh. In s p i t e  o f  th e  h igh  c a p a c i t y  o f  power 

g e n e r a t io n ,  the  ru ra l  e l e c t r i f i c a t i o n  la g s  behind 

most o th e r  S ta te s  in  In d ia .  The p e rcen tage  o f  

v i l l a g e s  e l e c t r i f i e d  in  1974 was o n ly  14.2 as a ga in s t  

100 f o r  Haryana, 97.6 f o r  Punjab/ 87,3 f o r  K e ra la  

and 27.3 f o r  In d ia .

T ran sp o rt

4 .5  B ih a r  has th e  e lem ents o f a w e l l - k n i t  t r a n s ­

p o r t  system . Apart from  ra i lw a y s  and roads/ in land 

waterways a re  a l s o  t h e r e ,  th e  S ta te  b e in g  c r i s s ­

c ro ssed  by n av igab le  r i v e r s .  In  f a c t  th e  road and 

r a i l  t r a n s p o r t  system has t o  contend w ith  the nume­

rous r i v e r s  in  i t s  way.

4 .6  The S ta te  has about 5,200 km. o f r a i l  len g th  

com pr is in g  3,100 km. o f  broad gauge, 2,000 km. o f  

m etre  gauge and about 100 km. o f  narrow gauge. The 

Northern  p la in s  are se rved  m ostly  by metre gauge 

w h i le  th e  Southern p la in s  have broad gauge l i n e s .

4 .7  Frequent f l o o d s  and th e  r i v e r  b a r r i e r s  make 

road  t r a n s p o r t  d i f f i c u l t .  The t o t a l  r o a d  len g th  in  

th e  S ta te  i s  1.16 lakh  km. out o f  which about 24

per cen t i s  su r fa c ed . The road le n g th  per 100 sq.km.
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o f  th e  a rea  as w e l l  as th e  per c a p i t a  road  len g th  i s  

h ig h e r  than  f o r  o th e r  S ta te s  and the  a l l - I n d i a  f i g u r e s .

The d e n s i t y  o f  roads i s  h ig h e r  around Patna. There 

a re  seven  N a t io n a l  h ighways pass ing  through  t h e  S ta t e .  

About a t h i r d  o f  th e  passenger road t ra n s p o r t  i s  ope­

r a te d  by B ih a r  S ta te  Road T ran sp ort  C o rp o ra t io n .

4 .8  The r i v e r s  and t r i b u t a r i e s  f l o w in g  through 

th e  p la in s  a re  s u i t a b le  f o r  n a v ig a t io n .  The Ganga 

which f l o w s  across  th e  S ta te  f o r  350 km. len g th  s e r v e s  

as the  main a r t e r y .  The North E as te rn  Ra ilw ay runs 

steamer s e r v i c e s  a c ross  th e  r i v e r .  The t o t a l  len g th  

o f  n a v ig a b le  waterways in  B ihar in  1968 i s  about 

1,743 kms.

5. C onc lus ion

5.1 B ih a r 's  i s  s t i l l  an a g r i c u l t u r a l  economy. I t  

has abundant natu ra l r e s o u rc e s .  I t s  f e r t i l e  land i s  

w a te red  by numerous r i v e r s  and th e  p la te a u  i s  r ic h  

in  a v a r i e t y  o f  m in e ra ls .

5 .2  The p rocess  o f  i n d u s t r i a l i s a t i o n  o f  th e  

S ta te  i s  s low  and unbalanaced. The m ajor indus­

t r i e s  a re  con cen tra ted  in  a few  c e n t r e s  -  Jamshedpur, 

Ranchi, Bokaro and S in d r i .  Another a spec t  o f  the  

in d u s t r ia l  developm ent o f  B ih ar i s  th e  growth o f 

heavy in d u s try  t o  th e  n e g le c t  o f  the  sm all s c a le  

s e c t o r .

5.3 Th 2 low p r o d u c t i v i t y  o f  the  a g r i c u l t u r a l  s e c t o r ,  

the  r e c u r r in g  f l o o d s ,  th e  low u t i l i s a t i o n  o f  th e  na tu ra l 

re sou rce s  and th e  slow  and unbalanced growth o f  in d u s t r ie s  

a re  th e  main problems o f  development th a t  aw a it  t o  

t a c k le d .



TABLE I . i

Net S ta te  Domes c i c  Product o f  Bihar/ Net 

N a t ion a l  P roduct and Per C a p ita  Income 

(a .  cu rran t p r i c e s )
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Y ea r  Nec SDP at 
iu c c o r  c o s t  
(R s . c r o r e s )

1960-61

1965-66

1970-71

1971-72

1972-73

1973-74

1974-75

1975-76

Compound 
r a t e  o f  
growth ner 
cen t per 
annum

993,02

1676.04
(15 .13 )

2331.7".
(6 . - 2 )

2453.26
(5 .2 1 )

281S >37 
(14 .90 )

3427.07
(2 j 3/

4 1l' 7 ' 1 
(21 .30 )

3325 , 7'/
( • ■ 7  C "

NNP a t Per c a p i ta  Per c a p i t a
f a c t o r  c o s t  SDP NNP
(R s .c r o r e s )  (R s . )  (Rs .)

13263

20637
(3 .1 8 )

34412
(8 .88 )

36728
(6 .7 3 )

40391
(9 .9 7 )

50498
(25 .02 )

SCA17
(17 .66 )

605 96 
(1 , 93 )

215.38

331.87
(13 .05 )

417.78 
(3 .5 6 )

413.20
( - 1. 10)

486.07
(17 .64 )

579.79 
(19 .08 )

690.01
(19 .01 )

623.00
(-9 .7 1 )

305.6

425.5 
(0 .8 3 )

636.0 
(6 .4 4 )

663.0 
(4 .2 5 )

714.0 
(7 .6 9 )

874.0 
(22 .41 )

1007.0 
(15 .22 )

1008.0 
(0 .1 0 )

9.88 10.94 7.79 8.53

N ote : F ig u re s  (w i th in  Source: 
pa ren th esas ) 
in d ic a t e  the  
p e rcen tage  chrv.g::; 
o v e r  th e  p r e v i ­
ous y e a r .

Government o f  B ih a r ,  Depart 
meat o f  S t a t i s t i c s  and 
E v a lu a t io n  (1976 ). B ihar 
S t a t i s t i c a l  Hand Book



-  357 -

TABLE 1.2

Net State Domestic Produc t __o f _8ihar, Net National 

Product and Pe r , C a q i t a l _ I n c o m e ^ ( a t 1560-51 prices)

Year Net SDP at NNP at factor Per capita Per ca-
factor cost cost SDP pita NNP
(Rs. crore) (Rs. crore) (Rs.) (Rs.)

1 96 0-61 993.02 1 3263 215.38 305.6

1 96 5-66 1118.32 1 5082 221.44 312.56
(2.87) (-5.05) (1 .00) (-7.11)

1 970-71 12 82.44 1 8926 229.78 351 .2
(14.25) (5.05) (1 1 .28) (2.72)

i 971-72 1313.77 1 91 79 230,93 348.2
(2.44) (1.34) (0.50) (-0.85)

1972-73 1324.66 1 8878 228.42 335.6
(0.83) (-0.01) (-1 .09) (-3.62)

1973-74 1289.26 1 9901 218.12 346 ,6
(-2.67) (5.42) (-4.50) (3.28)

1 974-75 1360.38 20050 225.80 342,1
(5.52) (0.75) (3.52) (-1 .30)

1 975- 76 133 4.48 21 794 217.25 364.5
(-1 .19) (8.70) (-3.79) (6 .55)

Compound
growth rate 1 .98 3.20 0.19 0.99
per cent
per annum

Source; Government of Bihar,
Department of Statistics 
and Evaluation, (1 976). 
Biha r Statistica1 Hand 
Book „ ~ ~ ~"

N o t e ; Figures (within parentheses)
indicate the percentage change 
over the previous year.
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TABLE 1.3

Sector-uise contribution to Net State 
Domestic Product__at Factor Cost 

(at 1 960-61 prices)

Sector Per cent contribution 
to SDP

Agriculture and 
allied activities

Manufacturing, 
mining and small 
enterprises

Commerce, tran­
sport and comm­
unication

Other services

1 96 0-61

53.56

1 5.04

1 5.58

1 5.82

1 9 75-76

53.97 

1 9.5 7

1 7.26

9.10

Per cent per 
annum rate of 
growth cf sectoral
SDP for ie pericd
1 96 0-61 to 1975-76

2.18

3.54

1 .83

0.49

Sourced Government of Bihar, 
Directorate of Sta­
tistics and Evaluation 
(1976), J3ihar Statistical 
Hand Book.
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TABLE 1.4

Production o f S elected  In du stries  in  Bihar

(Thousand m etric tonne)

1968 1969 1970 1971 1972

1. Coal 31796 35060 34336 32700 33309

2. Iron  ore 5731 5353 5135 4727 4399

3. Sugar^ 147 259 3.31 294 190

4. Vanaspati 17 15 19 23 15^/

5. T e a ^ -^ 0.1 N.A. N.A. 4.9 5.4

6. Qotton T e x t i le s 2 3 3 3 2

7. Qement 159J 1690 1752 1600 1358

8. R e fra c to r ie s $19 315 205^/ 272 230

9. Iron  and S tee l

(a ) P ig  Iron 1112^ 1662 1637 1608 1801

(b ) Sem ifinished 
S tee l 288-^ 455 397 3 68 481

(c )  S tee l bars 1229^ 1756 1695 1718 1722

(d ) Finished Ste#l 85 2^/ 1190 1172 1167 1095

(e ) S tee l castin g u V 11 15 12 6±/

Source: Government of B ihar,
D irec to ra te  o f S ta t is t ic s  
and Evaluation (1977)/ 
B ihar Through F igu res .

1/ P rov is ion a l
2/ Annual f ig u re s ,  November to  

October

3/ Only b lack tea
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TABLE 1.5 

Output o f M inerals in Bihar

(Thousand m etric t<~>nne)

1969 1970 1S71 1972 1973

1- Coal 35219 34426 3 2846 33638 3 3972

2. I r o n  o re 5351 5687 5442 4725 4843

3. Manganese 25 22 25 38 20

4 » Apat it 'e 2 11 7 9 A

5. Chrom ite o re N a A . 2 2 2 •1

6. Mica 9 9 8 7 7

7. L im estone 2198 2177 1963 2037 301-5

8. Stone ( ign eou s  ro ck s ) 1268 1129 698 677 72 /

9. Sand s tone 9 3 15 N.A. 2

10. F e lsp a r 2 8 1 2 I

11. F i r e c l a y 162 206 198 193 206

12. C h in a -c la y  and 
w h i t e - c la y 164 138 117 237 177

13. A sbestos 2 1 0.3 0.5 0 - 8

I 4 ' K yan ite 73 93 55 36 1C

15. C opper-o re 409 506 607 693 8 2 5

16. S i l i c a 27 15 24 36 4 9

17. B a w ite 451 484 557 558 4 2 6

18. D olom ite 13 5 4 1

19. Quartz 35 45 44 53 55

20. Iron  p y r ite s 12 99 41 31 42

21. Late r i t e 21 14 7 9 87
Source: Government o f B ihar, D irec to ra te  o f S ta t is t ic s  and

Evaluation  (l 976). B ihar S ta t is t ic a l  Hand Book..,
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National Institute cf Public finance and Pclicy
12 Rajendra Rlace, New Delhi-11C ©08

Sample Survey of Dealers in Bihar 

SCHEDULE

G e n e r a l

1.1 Name of the Circle

1.2 Serial number of sample dealer

1.3 Registration number erf" the deal&r

1,4 Year of registration

1.5 Code number of the dealer

1.6 Status of the dealer :

Individual

Hindu undivided family

Partnership firm

Private limited company

Public limited company

Government company

Government department

4

5

6 

7

1.7 Nature of business :

Manufacturer

Importer

Wholesaler

Retailer

1.8 Whether active :

If no, the year in which he became inactive 

Reasons of becoming inactive :

Change of name of business 

Closure of business 

Change of place of business

Decline in taxable turnover below the exemption limit 

Failure to file return

Any other reason (please specifiy)____________

Yes

No

NOTE : Please write in the blocks or tick mark the corresponding numbers in the blocks.
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APPENDIX III

NATIONAL INSTITUTE OF PUBLIC FINANCE AND POLICY
NEW DELHI-110008

QUESTIONNAIRE ON SALES TAXES IN BIHAR

I

STRUCTURE OF THE TAX

1.1 Do you favour a single-point or a multi-point sales tax system in the 

State ? Give reasons.

1.2 In case you suggest a single point tax, which stage of transaction should
be subjected to tax in respect of different commodities ?

1.3 If you advocate a tax at more than one point please specify whether
you would favour a double-point tax or a low multi-point tax system ? 
If you favour tax at more than one point, would you advocate a system 
of set-off in order to avoid the problem of cascading ?

1.4 Are you in favour of reduction in the number of rates ? If so, please
give reasons and suggest the rates that you propose.

1.5 Do you consider the rates of some of the commodities in the State to 
be high enough to divert trade to other States or to have some other 
adverse effects on the economy ? If so, please indicate the commodities 
and comparative rates. Also, specify the adverse effects.

1.6 If you think that rates of tax on some commodities or groups of 
commodities are high or low, to what extent can these be changed in 

either direction ?

1.7 The Sales tax Acts in the State prescribe a large number of goods that 
are exempted from sales/purchase tax subject to certain conditions. Do
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you think that the list contains goods that need not be tax free ? If 
so, please enumerate the commodities and give reasons in support of 
your suggestions.

1.8 What treatment would you recommend for raw materials and other in­
puts including machinery ?

1.9 Do you feel that agricultural inputs should be taxed differently ? If  so, 
what rate schedule would you suggest ?

1.10 Do you feel that there are any problems concerning the taxation of 
packaging materials ?

1.11 Do you think that concessions under sales tax in regard to new indus­
tries are adequate ? If not, what types of further concessions would you 
advocate ?

I!

DEFINITIONS

2.1 Do you find the definition of terms used in the Bihar Sales Tax Acts 
satisfactory ? If not, what amendments would you like to suggest ?

2.2 Would you advocate any change in the present definition of ‘turnover’ 
and ‘manufacturer’ for the levy of tax.

2.3 Enumerate the number of provisions in the enactments which are 
ambiguous and exposed to different interpretations. Please explain in 
each case how the scope for differing interpretations arises.

Ill

OPERATIONS OF THE TAX

3.1 Are you of the opinion that taxable turnover of manufacturer, importer
and general dealer should be changed ? If yes, should it be revised 
upwards or downwards ?
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3.2 Do you think that the procedure laid down for registration and its 
cancellation is satisfactory ? If not, what modifications would you 

suggest ?

3.3 Have you any alternatives to suggest for the present procedures for 
exemptions and concessions ?

3.4 What difficulties, if any, do you experience in filing returns according 

to the present procedures ?

3.5 What modifications would you suggest in the periodicity of filing returns 
viz., monthly, quarterly or annual ?

3.6 What modifications would you suggest in the payments procedure?

3.7 Have you any suggestions regarding the minimum requirements for the 
maintenance of books of accounts by registered dealers ?

3.8 Is the present procedure of verification of accounts by Officers for the 

purpose of assessment conducive to quicker and better disposal ? If not, 
what changes would you suggest ?

3.9 What are your views in regard to the procedures of inspection and 
auditing carried out by the Department ?

3.10 Do you think that the time limit fixed for completing assessment is a 

reasonable one ?

3.11 Do you recommend some changes in the existing assessment period, 
time limit prescribed for preserving cash memo, invoices etc., time limit 
for application of suo moto power etc. ? If so, give your reasons and 
suggestions for change.

3.12 Do you consider that the provisions relating to penalties are adeqate 
and reasonable ? Would you recommend stricter penalties to ensure better 
compliance with the law ?

3.13 Do you think that the provisions relating to refunds are satisfactory ? 
If not, what suggestions do you wish to make ?
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3.14 Are the charges of the Sales Tax Officer in mofussil areas properly 

described and located from the point of view of the dealers’ 
convenience ?

3.15 Do you think that the formation of ‘special circles’ and ‘central circle’ 
is serving any useful purpose? Please explain.

3.16 What are the provisions in the Act or the Rules that cause hardships 
to the dealers and what remedies or amendments do you suggest to 
remove them with particular reference to the following stages :

a) Registration

b) Licence, authorisation & recognition

c) Maintenance of accounts and records

d) Submission of returns

e) Payment of tax

f) Claims of set-off

8) Assessment

h) Search and seizure of accounts for verification

i) Demands and penalties

j) Refunds

k) Appeals and

1) Revisions

3.17 Would you like to suggest any new form or a revised form for any 
specific purpose ? If so, please give the format.

3.18 Do you think that the separation of detection work from assessment
work would result in better efficiency and speedy disposal of cases ?

3.19 Is the present procedure of inspection and audit conducive to exer­
cising adequate supervision and control over the sub-ordinate officers ?

3.20 Does the present method of audit of assessments enable the supervising
officers to detect mistakes committed by the dealers in maintaining
accounts ?
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3.21 Do you have any suggestions regarding the existing appellate organisation 
and procedures ? Please give specific views on appellate stages, period of 
limitations, independence of appellate authorities from departmental control, 
and the constitution of the Appellate Tribunal ?

IV

EVASION

4.1 What are the causes of evasion of sales tax ?

4.2 What are the different modes of evasion ?

4.3 What are the lacuna or difficulties in the existing provisions of the law
which in your view lead to evasion of tax ? What modifications do
you suggest to plug such deficiencies ?

4.4 Do you consider that institutional exemptions, viz. exemption of non­
profit welfare groups, religious organisations, hospitals, educational 
institutions, small manufacturers, etc., affect the efficiency of the tax 

machinery ? If so, suggest alternatives.

4.5 What is the magnitude of the evasion of tax on goods imported by 
rail ?

4.6 Is the system of checkposts operating satisfactorily in checking evasion 
of taxes of the goods imported by road ?

4.7 Do you think that selling dealer’s challan duly receipted with reference 

to R.R. and ‘C’ form should be considered sufficient proof to 
establish the genuineness of inter-State transactions or in addition, there 

should be some prescribed form to be duly signed by the officer-in- 
charge at the barrier ?

4.8 What are your views on the existing machinery for detection and the 
enforcement methods employed by the department for dealing with the 
problem of evasion ?
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4.9 Do you think that substantial differences in the rates of tax between 
this State and the neighbouring States lead to loss of tax revenue ? 
If so, give specific illustrations.

4.10 It is said that corrupt officials take advantage of inadequacy or 
complexity or discretionary provisions of the law and procedure to get 
illegal gratification. Do you subscribe to this view ? If  so, what are 
your suggestions to deal with this problem ?

4.11 Do you consider that appropriate changes in Government policies 
relating to controls and restrictions would reduce evasion ?

4.12 What remedies could you suggest for checking evasion of tax ?

V

SOCIOLOGICAL ASPECTS

5.1 What are your suggestions for better functioning of the Sales Tax 

Advisory Commitee ?

5.2 Have you any suggestions to offer for improving the relations between 
the public and the Department and ensuring maximum co-operation 
between them ?

5.3 Do you consider that the steps taken by the Department in making 
the public aware of their rights and obligations in regard to tax 
matters are adequate ? Have you any suggestions to offer for improving 

the publicity by the Department through the publication of the tax 
literature ?

5.4 Would you like to suggest ways and means by which wide publicity 

could be given to the amendments in the Acts and Rules ? Which are 

the means you have in mind ?

5.5 Would you favour collection of statistical data based on some standar­
dised proforma ? If yes, what data and with what end in view should 
they be collected ? What should be the method of collection ? What 
proforma would you suggest for the purpose ?
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GENERAL

6.1 Do you think that the power of exemepting goods from sales tax 
should be exercised by legislative assembly only ? If  yes, give reasons 
in support of your views.

6.2 Would you advise the State Government to move the Central Govern­
ment to consider necessary amendments to the Constitution empowering 
the State Government to tax the transactions involving service or works 
contract ?

6.3 Do you have any other point or suggestion regarding sales tax law, 
administration or procedure not covered in the questionnaire ? If so, 
please give your views in detail.

VI
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APPEND IX IV

L i s t  o f  P ersons/O rgan iza t ions  who R ep resen ted  

B e fo r e  th e  Study Team

1 . B ihar R e t a i l  D ea le rs  A sso .c ia t ion , Patna

2. S h r i  J .N . Sahay, Advocate , Patna

3. B ihar Commercial Taxes Bar A s s o c ia t io n ,  Patna

4. Chotanagpur Chamber o f  Commerce and In d u s t r ie s ,  
Ranch i

•k
5 . B ihar In d u s tr ie s  A s s o c ia t io n ,  Patna-1

ik
6 . B ihar Chambers o f  Commerce, Patna-1

k
1 . S h r i  K .L .  Gupta, Member, C e n t ra l  Chambers o f

Commerce, Gaya
:k

8 . M ach inery  and Hardware Merchants A s s o c ia t io n ,
Patna-1

•k
9 . B ihar Soap M an u fac tu re r 's  A s s o c ia t io n ,  Patna-8

•k
10 . S h r i  S .N . Mathur, Deputy Commissioner

( I n t e l l i g e n c e ) ,  Commercial Taxes, Gaya

11 . S h r i  B .P .  Khaitan , Advoca te , Gaya

12. B ihar R a jya  M isthan Bhojan B ik r e ta  Sangh, Patna

13 . S h r i  S ,Q , Hussain, J o in t  Commissioner, Commercial
Taxes , Gaya

-k
14 . S h r i  R .K .  J a in ,  Advoca te , Ranch i

-i.
15 . S h r i  O .P .  J a lan , Advocate , F.anchi

16. Ind ian  A gen c ie s ,  M uzaffarpur

17 . Bharat V a n i jy a ,  Ranch i
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18. North Eastern Bihar Chamber of Commerce and 
Industries, Kathiar

19. South Bihar Chambers of Commerce, Daoghar

20.. Shri A.R. Shah, Advocate, Ranchi

21. Shri S.N. nittal, Honorary Secretary, Singhbhum 
Chamber of Commerce and Industry, Jamshedpur

*
22 . Shri S.P. Srivastava, Joint Commissioner

(Administration)» Ranchi
■Jf

23 . Shri H.K. Modi, Modi Steels Private Limited, Patna 
*

24 . Ranchi Small Scale Industries Association, Ranchi

25 . Shri Akhileshuar 'Prasad, Deputy -Commissioner,
Commercial Taxes, Patna

* Indicates the names who have represent-ed befoxe 
the study team in person.


