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INTRODUCTION

1. In June, 1977 the Government of Ass-ira, entrusted 

the National Institute  of Public Finance and Policy 

(NIPFP) with the task of undertaking i survey of the 

important taxes levied by them, with a view to  evalu­

ating the strength and weaknesses of the system.

2 . The terms of reference of the study were as 

follow s:

i) the study would cover a ll  State taxes 
except the land revenue and muncipal
ta x e s ;

ii) the following aspects of the tax system 
would be covered:

(a) trends in the growth of individual 
taxes over the last 15 years;

(b) analysis of measures to m obilise 
additional resources;

(c) relationship  between the growth of 
tax  revenue and related  economic 
var ia b les ; and

(d) income e la st ic ity  of State taxes .

i i i )  an assessment of the burden of State tax ­
ation  and measurement of re lativ e  tax 
e ffo rt ;

iv) for each tax , study of the base , coverage 
and the rate structure as well as an 
economic analysis of the effects of the tax , 
where necessary, and an assessment of the 
operational and adm inistrative machinery.

3 . The work on the project commenced early in August, 

1977 . From that time t i l l  about the end of January, 1978, 

the camp o ffic e  of the Institu te  was established in 

Gauhati. Apart from the permanent s ta ff  stationed at 

Gauhati, various members of the study team including the
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Director  v is ited  the ca p ital at d iffe ren t  tim es, some 

o f  them making more than throe t r ip s . During these 

vis  i t s , the  members of the team had intensive  d iscussions  

and consultations with o f f ic ia ls  of the T axatio n  D ep a rt­

ment as w ell as w ith  other Government o f f i c i a l s .

4 A d e ta ile d  questionnaire  on major State  taxes 

was sent to  important Chambers of Commerce, Trade 

A sso ciatio ns  and a lso  to  the Sales  T ax  Bar A s s o c ia t io n .

T h is  q u estio n n aire  sought to  e l ic it  the views of the  

respondents  on various d e t a ile d  aspects of the several 

taxes  w ith  which they were re sp e c t iv e ly  con nected . A 

sep arate  q u estio n n a ire  in  respect  of o r g a n is a t io n a l  set 

up  and a d m in is tr a tiv e  procedure was prepared and sent to  

th e  concerned  departm ents . /although th e  g en eral  q u e s ­

t io n n a ir e  on S ta te  taxes  was sent to  as many as f i f t y  

o r g a n is a t io n s , we d id  not r e c e iv e  more th an  two d o zen  

r e p l i e s *  T h e  l i s t  o f  o r g a n is a t io n s  w h ich  favoured  us 

w it h  r e p l i e s  are  g iv e n  in  th e  A p p e n d ic e s .

5 The eliciting of information through the written 

questionnaire was supplemented by taking oral evidence 

from the representatives of a number of organisations.

6* We wish to express our sincere thanks to the Gover­

nment of Assam and, in particular, to the officials of 

the Finance and Taxation Departments, for the hospita­

lity and courtesy extended to us during our stay in 

Assam. We also wish to place on record our deep 

appreciation of the help and encouragement given by 

Shri P .H . Trivedi, Financial Commissioner of Assam. 

Indeed, it is no exaggeration to say that without his 

initiative, sympathetic co-operation and kind assis­

tance this study would not have been possible. We are 

greatly indebted also to the Commissioner of Commercial
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Taxos who had requested all the o ffic ia ls  in his depar­

tment to extend their co-operation to the Study team.

7 . Among the personnel of the departm ent, the Study 

team derived the great i3t benefit  and help from S'nri

S .H . Chaudhary, Assistant Commissioner (Laws) Commercial 

Paxes, who was the Liaison O fficer for the Institute 

for the purposes of this Study. Vie are greatly indebt id 

to him for giving  us generously his rich  and detailed  

knowledge of the legal provisions of the d ifferen t  Acts 

and of the rules framed thereunder. We shall be fa il in g  

in our duty if  we do not place on record the help we have 

received from Shri A .H . Rasul, Deputy Commissioner, Comm­

ercial Taxes, who extended several fa c i l it ie s  including 

accommodation to the Study team . Shri R N . Sarma, 

Assistant Commissioner (S t a t is t ic s ) , was mainly respon­

sible  for getting  the requisite  data collected even from 

old dusty f i l e s  and compiling them for our use . Last 

but not le a st , we wish to thank Shri J .N . Sarma, Director 

of the Directorate of Economics and S ta t is t ic s , who made 

available to  us a large amount of information on the 

economy of the State and also  supplied us with  the studies 

that have been carried out at the Directorate .

We also  received help  and information from several 

chambers of commerce, trade associations and individuals .

We were able to better appreciate the view point of the 

taxpayers because of the co-operation we received from 

pu b lic . In this connection, we would lik e  to specially  

mention the help  we received from Shri B P .  S a r a f , Advocate, 

High Court and President, the Federation of North East 

India Chambers of Commerce and In d u stries .



I. GENERAL ECONOMIC BACKGROUND

1. Introduction

1.1.1 The State of Assam is situated at the periphery 

of India and is endowed with rich natural resources.

Ihe total area covered by the State is 78,523 sq. kms.

Ihe area under forest, accounting for 28,500 sq. kms., 

forms around 36 per cent of the total area of the State. 

The State comprises ten districts, v iz ., Goalpara, Karbi 

Anglong, Sibsagar, Kamrup, Darrang, Dibrugarh, Cachar, 

Lakhimpur, Nowgong and North Cachar Hills.

1 . 1 . 2  According to the 1971 census, the total popula­

tion of Assam was 1 .k-6 crores and the density of popula­

tion was 186 per sq. km. The population in the State 

increased by 23 per cent during the decade 1961-71* This 

high growth rate is caused not by biological factors al­

one. The influx of refugees and migrants from neighbo­

uring States coupled with inflow of labourers are also 

important factors contributing to the rapid growth of 

population. The sex ratio is in favour of males who con­

stitute 53 per cent of the total population of the State.

1.1.3 The urban population of the State (13 lakhs) forms 

9 per cent of the total population, as against 19»9 per 

cent for all-India. The total number of persons in the 

working force in the State was MD.88 lakhs in 1971, which 

is 28 per cent of the total population of the State as 

against 32.9 per cent in India as a whole. The population 

of scheduled tribes was 1 .61 lakhs which constitutes 

about 11 per cent of the total population. Thus, Assam 

has the responsibility of looking after a relatively 

large size of tribal population within its borders.



- 2 -

2. Trends in State Income or State Domestic Product (SDP)—̂

1 .2 .1  During the period 1960-61 to 1975~76, the Wet 

National Product (IfNP) and the per capita income of India 

both at current prices, increased relatively more than 

the SDP and per capita SDP of Assam. However, the situ­

ation is slightly different when they are measured at 

constant prices. Per capita SDP of Ast-am increased by

0 .9  per cent from Rs.251.3 to Rs.297.9 during this period, 

while the per capita income in the country rose by 1.1 

per cent from Bs.293.2 to fe.348.8. The SDP of Assam mea­

sured at 1948-49 prices increased relatively more than 

the NNP of India, but the per capita income of Assam 

increased at->a relatively slower rate than that of India 

as a whole. This is due to the faster rate of growth

of population in Assam than in the country as a whole. 

Broadly speaking, one might conclude that the trend in 

the SDP of Assam is not significantly different from 

that of the NNP of India. However, one must note that 

the per capita SDP of Assam at current prices was only 

Rs.850.5 in 1975-76 as against the all-India per capita 

income of Rs. 1008 in the same year (Table A . I .1 . ,  A . I . 2 

in Statistical Appendix).

Sector-wise contribution of SDP

1 .2 .2  In order to analyse the relative importance of 

different sectors, it is necessaiy to consider the esti­

mates of State income by industrial origin and their

J /  SDP is used throughout to mean net State Domestic 
”” Product at ^factor cost at current prices unless 

otherwise specified.
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contribution to SDP (Table 1 .1 ) .

TABLE 1.1

Sector wise Contribution to Net State 
Domestic Product at Factor Cost 

( at 1948-49 prices )

Per cent 
tion to

contribu-
SDP

Per cent per annum 
rate of growth of 
sectoral SDP for 
the period 1960-61 
to 1975-76

Sector 1960-61 1975-76

Agriculture 56.42 43.46 2.59

Manufacturing, 
mining and 
construction

19.68 23.61 4.91

Commerce, trans­
port and comimi- 
nication

13.11 13.92 4.06

Other services 10.79 19.01 7.54

Sources Government of Assam 
(Feb. 1977), Direct­
orate of Economics 
and Statistics Esti­
mates of State Income 
of Assam.

1 .2 .3  Among the different sectors, agriculture has grown 

at the lowest rate, and its contribution to SDP when mea­

sured at constant prices has declined during the period 

1960-61 to 1975“76. The service sector has grown at the 

highest rate, and it is noteworthy that manufacturing, 

mining and construction have increased their share in 

SDP. This would indicate that the State is gradually 

getting industrialised and its economy is getting modern­

ised. Nevertheless * the predominance of agriculture and
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agricultural incomes has not changed in terms of their 

relative claim on total output. For, in current prices,, 

SDP from agriculture grew at the highest rate of 10.8 

per cent and its relative share in SDP increased during 

the period 1960-61 to 1975-76. Thus, in so far as tax­

ation depends on incomes at current prices and in so 

far as agriculture is difficult to tax, changes in the 

econoisy cannot be said to make too much difference to 

the capacity of the Government to raise taxes.

3. Analysis of the Major Sectors of the Economy 
Agriculture

1 .3 .1  The agricultural sector in Assam currently con­

tributes 60 per cent of the SDP. Rice, jute, tea, potato, 

sugarcane, oil seeds and wheat are some of the important 

crops of the.State. The production of rice, wheat, sugar­

cane, potato and tea have increased but that of pulses 

and jute has declined. The area under the crops like 

rice and wheat has increased. However, the area covered 

by other crops has either remained constant or declined. 

The yield rates per hectare of crops such as wheat, maize 

and sugarcane have increased, but for the rest of the 

crops, the yield rates have either remained the same or 

declined (Table A .1 .3 ).

1 .3 .2  The rice and wheat wholesale trade was taken over 

by the Government in November, 1973. The Assam State 

Co-operative Marketing and Consumers Federation and the 

Food Corporation of India are the two agencies looking 

after the work of procurement of rice and wheat. This 

well knit organisation for the procurement of paddy had 

enabled the State government to levy a purchase tax on



paddy. However, with the abolition of controls on the 

movement of grain, private trade in paddy and rice has 

resumed.

1.3.3 The SDP from tea cultivation has increased from 

Hs.33.7 crore to Rs. 140.2 crore during the period 1960-61 

to 1975-76. But its contribution to SDP has remained 

more or less constant around 10 per cent. In 1973, 

there were 751 tea gardens in Assam as compared to 

13*117 for India as a whole. The area covered by tea 

gardens in Assam is 1.86 lakh heclares out of the total 

of 3.61 lakh hectares in India. Thus, the share of Assam 

in tea acreage in the country is 51.5 per cent and it 

accounts for 55 per cent of the total tea production

in India. In 1973? the average yield per hec-fere in 

Assam was 1,353 kilograms, which was higher than the 

national average yield of 1,309 kilograms per hectare.

1 .3 .4  Tht; share of forests in the SDP of Assam was 

about 2 per cent in 1975_76. It provides a variety of 

products such as timber, cane thatch, bamboo and agar- 

wood which are suitable for the manufacture of hard 

boards, insulation boards, plywood, particle boards, 

railway sleepers, etc. Many schemes for the forestry 

sector are underway towards producing a change in the 

forest econony with special emphasis on the creation

of large scale economic plantations to meet the growing 

demand of the forest based industries. These forest 

based industries employ a large number of skilled and 

semi-skilled workers on a regular basis. Sal and teak 

are the two varieties of wood which provide the raw 

material for the important forest-based industries ref­

erred to above. The other forest-based industries are
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logging, raatch manufacturing and paper manufacturing.

1 .3 .5  Forestly is also an important source of Govern­

ment revenue, for its gross contribution to the State 

revenue was Rs.510 lakh in the year 1974-75.

Industry

1.3 .6  The change in the composition of SDP at constant 

prices indicates that the industrial sector has grown 

gradually during the period 1960-61 to 1975-76. Since 

the State was reorganised in 1969-70, it would be use­

ful to discuss the nature of indiistrial production after 

1971. The industrial production index (base 1970=100) 

rose from 103.57 in 1971 to 117.88 in 1975; giving a

14 per cent rise in the industrial production (Table A .1 .4) 

in four years, i .e . ,  an average of 3.5 per cent per annum. 

This at a rather low rate of growth of industrial pro­

duction.

1.3.7  The major industries in the State are tea, ply­

wood and jute textiles. Besides these, the other indus­

tries are petro-chemical, fertilizer, sugar, paper, cement, 

aluminium and sawing and planning of wood other than ply­

wood. The tea indust ly plays an important role in the 

State's economy. It is a labour-intensive industiy and 

provides employment to about 4 lakhs of people accounting 

for 9 per cent of the total employment in the State.

1.3*8 The poor State of industrialisation 01 the State 

can be ascribed to many reasons. The State is character­

ised by hilly areas. The infrastructural facilities like 

motorable roads and power generation are inadequate. An­

other important reason is that the corporate sector is
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mainly in the hands of immigrants who tend to take the 

profits out of the State. In Assam, tne rural popula­

tion accounts for 91 per cent of the total population. 

Also, the literacy rate is low and has shown only a 

marginal rise during the decade 1961-71 from 27 per 

cent in 1961 to 28.1 per cent in 1971. These are some 

of the factors accounting for lack of indigenous entre­

preneurship .

Hining

1.3*9 Petroleum, natural gas and coal are some of the 

important minerals found in the State. Assam produces 

about 50 per cent of the total crude oil production in 

the countly. The production of crude oil in the State 

which was 3,542 thousand tonnes in 1971 increased to 

4,187 thousand tonnes in 1975 due to intensive explor­

ation conducted on a priority basis. Presently, there 

are two refineries operating in the State - one at Dig- 

bhoi and the other at Gauhati. The third refinery at 

Bongaigaon is under construction. Assam also produces 

natural gas and its production has been going up in recent 

years. In the case of coal also, the production is in­

creasing though it accounts for only 0 .6  per cent of the 

total coal production in India. Coal deposits are mainly 

located in the districts of Sibsagar, Lakhimpur, Dibru- 

garh and some parts of Goalpara and Mikir Hills. Lime­

stone deposits are mainly concentrated in Karbi Anglong 

District.

4. Land Utilisation

1.4.1 For effective and efficient planning for agricul­

tural development, operational holdings which are the 

fundamental units of production plsy an important role.
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There are 19.64- lakhs of ope ra tiona l ho ld ings in  the 
1/

S ta te .— T h e ir  average s ize  is  only 1.47 hectares which 

is  v e iy  small as compared to  2.30 hectares f o r  In d ia  as 

a whole (Table 1 .2).

TABLE 1.2

D is t r ic t  wise D is t r ib u t io n  of 
Opera tiona l Hold ings, 1370~71

D is t r ic t

Number of oper­
a tio n a l ho ld­
ings

( lakhs )

To ta l area 
operated 
. ( la kh  

hectares)

Average 
s ize  of 
ho ld ings 
( hec ta r

D ib rugarh 1.40 2.73 1.95
Sibsagar 2.22 4.05 1.83
Nowgong 2.37 3.10 1.30
Lakhimpur 1.13 1.90 1.69
Darrang 3.51 4 .16 1.19
Kamrup 3.87 5.29 1.36
Goalpara 2.90 4.16 1.44
Cachar 1.81 2.67 1.47

T o ta l p la in s 19.20 28.05 1.46

K a rb i Anglong 0.35 0.64 1.80
North  Cachar H i l l s 0.09 0.14 1.56

T o ta l h i l l s 0.44 0.78 1.76

Assam 19.64 28.83 1.47

Source: Government of Assam,
( 1970-71),  D ire c to ra te  
of Economics and Sta­
t is t ic s ,  World a g r ic u l­
tu ra l census, Assam.

1/ Government of Assam (1970-71). World A g r ic u ltu ra l 
Census. Assam. Gauhati2 D ire c to ra te  of Economics 
and S ta t is t ic s .
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A la rg e  number (about 57 per cent) of the to ta l oper­

a tio n a l ho ld ings have area below one hecta re, and account 

fo r  le ss  than a f i f t h  (18 per cent) of the to ta l operated 

land (Table 1.3).

TABLE 1.3

Percentage of Operational Holdings below the 

Specified Size and the Percentage of Area Covered

S ize of ope ra tiona l 
ho ld ings

Percentage of 
number of 
ho ld ings

Percentage of 
the to ta l area 
covered

Below 1 hectare 57.04 17.67

Below 2 hectares 80.79 40.62

Below 3 hectares 90.42 56.56

Below 5 hectares 97.04 73-59

Below 10 hectares 99.60 84.94

Source:, Same as fo r  ta b le  1.2.

Irrigation

1.4.2 As Assam f a l ls  under a heavy ra in  f a l l  zone, 

and more than 70 per cent of the r a in f a l l  is  concen­

tra te d  du ring  the monsoon period, the  S ta te is  con­

fron ted  w ith  two opposite phenomena occurring  a lte r-  

na te ly- floods du ring  the monsoon season and drought du ring  

the w in te r season. In  order to  produce more r ic e ,  tne 

emphasis has been la id  on f u l l  command area development, 

and also on tapp ing the ample ground water resources 

a va ila b le  in  the S ta te f o r  i r r ig a t io n .  Most of the  i r r i ­

ga tion  f a c i l i t i e s  are concentrated in  m inor i r r ig a t io n  

p ro jec ts  as w e ll as in  power pump i r r ig a t io n .  Upto 

1973"74, i r r ig a t io n  p o te n tia l fo r  an area o f about 2.18 

la kh  hectares was created of which on ly 1.16 la kh  hectares



could be utilised. In 1970-71., the total area irrigated 

was 2.06 lakh hectares which formed only 8 per cent of 

the net cultivated area. Out of tne total irrigated area, 

1.85 laKh licet&.J.e» w.jr--, nrrigafced oy of'-c-grnals

and-the r-est'by other means.

5• Trade Pattern

1.5.1 Available statistics of rail and road-borne trade 

indicate that the commodity flows into end out ci Assam 

are more or loss balanced at the level of about is.200 

crore annually. A similar conclusion is revealed also

TABLE 1.4

Commodity end Monetary Inflow and 

Outflow in Assam, 1968-69

(Ks» crore)

200 
(29)

163 
(23)

200
(29)

100
(14)

1o Estimated outflow

a. Total commodity outflow

b. Total monetary outflow

2. Estimated inflow

a. Total commodity inflow

b. Total monetary inflow

Figures within parentheses Sources Government of Assam, 
indicate per cent of total (1973). Draft Out-
income. line Fifth Five

Year Plan. Assam.

by a team of experts sponsored by IDBI. There is a re­

gular outflow of monetary income also from Assam. The
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monetary outflow relates to the remittance a by the sea­

sonal and semi-permanent immigrant workers as well as to 

transfer of profits earned in industry, commerce, etc.

It has been estimated that this outflow amounts to about 

Rs.130 crore annually. Besides, there is a nex outflow 

of funds through savings mobilisation. The excess of 

bank deposits over bank credits in Assam was over m .26 

crore during 1969-70. As against this, the capital flow 

into Assam, i . e . , the transfers through the Central gover­

nment budgetary transfers was of the order of te.70 crore 

in 1968-69, and other investment flows were placed at 

around Rs.30 crore per year. Hence, the monetary outflows 

exceeded the inflows by hs.63 crore, i .e . ,  by 9 per cent 

of the State income. For 1968-69, the commodity and mone­

tary inflow and outflow was of the magnitude as given in 

table 1.4 .

6. Infrastucture 

Power

1.6.1 In spite of the fact that 40 per cent of the coun­

try's hydel potential is in the North-Eastern Region, Assam 

remains a backward State in the field of power generation 

and its use. Per capita consumption of electricity in 

Assam is one of the lowest in India, 26 kwh as against

101 kwh for India (Table 1 .5 ). Prom 1970-71 to 1974*75, 

electricity generation grew at the rate of 11.8 per cent 

per annum, and its consumption at the rate of 11.4 per 

cent per annum. (This gap between the generation and 

consumption of electricity is of course due to the loss 

of electricity during the transmission process).
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1.6 .2  The pace o f  rural e l e c t r i f i c a t i o n  is  very slow 

in 'Assam. Upto March '31st, 1975, only 1£16 v i l l a g e s  
out o f  the t o t a l  o f  21 ,995 v i l l a g e  o f  the State had been 
e l e c t r i f i e d .  Thus, e l e c t r i f i e d  v i l l a g e s  account f o r  
only 6.9 per cent o f  the t o t a l  v i l l a g e s  o f  the State. 
P resent ly ,  the power consumed f o r  i r r i g a t i o n  purposes

TABLE 1.5

Per Capita Consumption o f  E l e c t r i c i t y

(kwh.)

Year Assam India

1960-61 4 38

1965-66 8 61

1970-71 1o 90

1971-72 25 94

1972-73 28 96

1973-74 26 98

1974-75 28 99

1975-76 26 101

Sources Government of Assam,
Directorate of Economics 
and Statistics, Sta­
tistical Hand Books 
(1960 to 1975).

is less than 1 per cent of the total consumption of elec­

tricity of the State. The use of power for agricultural 

development was given little attention, for, it was beli­

eved that the State did not need much of irrigation 

facilities due to abundant rainfall.



- 13 -

Transport

1.6.3 As fax as transport is concerned, railways serve 

as the main communication link between Assam and the rest 

of India. They serve as the gateway to its neighbouring 

States of Meghalaya, Manipur, Nagaland and Tripura and 

the Union Territories of Arunaelial Pradesh and Kizoram. 

Presently, the State has a railway route length of 

2,193.65 kilometres out of which only 105.22 kilometres 

are broad gauge. Assam accounts for only 3.9 per cent

of the total railway route length of the country. Since 

rail transport <eenncrt reach the interior hill areas, 

they are entirely dependent on roads.

1 .6 .4  The kilometrea0e of motorabie roads per 100 sq. 

kms. of area in Assam ( i .e . ,  the intensity of roads) was 

very low, i .e . ,  18 as compared to the all-India intensity 

of 29 in 1968. The position of surfaced roads is even 

worse, The village roads are usually of poor quality. 

These are neither capable of taking the load of passen­

ger buses nor of heavy trucks required for transporting 

village produce. For this reason, the movement of the 

goods within the State is not very smooth.

1.6.5 There are two corporations operating in the State. 

They are Assam and Meghalaya State Road Transport Corpor­

ation operating in both goods and passenger traffic on 

the nationalised routes of the State of Assam and Megh­

alaya and Central Road Transport Corporation carrying

on operations only in goods between Assam and the rest 

of India.

1.6.6 The objective of Inland Water Transport devel­

opment is to have inter-State operations between Assam
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and the rest of India for carrying goods to facilitate 

their cheaper transportation and to strengthen intra- 

State services to cater to the neeas of the internal 

market. Assam has about 1,983 kilometres of navigable 

waterways. Presently, there are two public sector or­

ganisations carrying on water transport services on a 

commercial basis. They are the State Directorate of In­

land Water Transport and Central Inland water Transport 

Corporation. There are numerous comrtry boats in the 

private sector which carry on the transportation of goods 

and passengers generally for short distances. Due to 

their unorganised character, an assessment of the volume 

of traffic they cariy is not possible.

7. Concluding Remarks

1.7.1 The composition of SDP shows that Assam is a 

poorly industrialised State. But it is rich in natural 

resources. Agricultural products, tea, petroleum and 

forest products are the main contributors to SDP as well 

as to State tax revenue.

1 .7 .2  A peculiar feature of the econonjy Is that a size­

able section of the population earning its livelihood in 

Assam is of a migratory nature. A substantial part of 

earnings of such seasonal migrants which are saved are 

not available for being ploughed back into the econony 

and are remitted outside the State. Similarly, the cor­

porate sector and trade are in the hands of persons exer­

cising control from outside and who are remitting profits 

outside Assam. Such remittances are not benefiting the 

econony of Assam either by way of additional investments 

or by other spread effects. Most of the tea output is 

taken out of the State to be sold in auction j»t Calcutta.
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1.7.3 Another important aspect of the economy is that 

Assam acts as a centre for procurement of goods from 

other parts of India to he supplied to a number of sma­

ller States and Union Territories surrounding it. This 

entrepot characteristic of the State is of considerable 

significance.



II . REVIEW OJf THE STATE TAX SYSTEM

2.0.1 In. the preceding chapter, a general review of 

the economy of Assam has been presented. In this chapter, 

it is proposed to review the tax system of the State of 

Assam and analyse its salient features vis-a-vis other 

States particularly the neighbouring States.

1. The State's Revenue Structure

2.1.1 The tax system of the State of Assam has under­

gone perceptible changes over time, in terms of both the 

absolute and relative contributions of different sources 

of revenue to the State Exchequer. Non-tax revenues con­

tributed 40 per cent of the total revenue followed by 

State taxes (33 per cent) and shared taxes and grants- 

in-aid (13 per cent each) in 1960-61 (Table I I . 1). Rela­

tive contributions have substantially changed over time, 

and according to Budget Estimates for 1977“78, grants-in- 

aid contribute 4-0 per cent of total revenue followed by 

State taxes (26 per cent), shared taxes (19 per cent) and 

non-tax revenue (15 per cent). In otner words, the place 

of non-tax revenue has been taken by grants-in-aid. This 

change amply demonstrates the increased dependence of the 

State on the Centre for financial resources. More than 

half of the revenues of the State are derived from the 

Centre. A comparison with all-States position indicates 

that on an average the States' dependence on the Centre 

is much less than in the case of Assam and that the re­

lative importance of their own tax revenues has increased 

slightly. In the combined revenue structure of all States 

including Union Territories, between 1960—61 and 1976-774^

1/ Revised Estimates for 1976-77.
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the share of States' own tax revenues increased from 

44 per cent to 47 per cent and that of grant a-in-aid

TABLE I I . 1 

Overall Revenue Structure of Assam

(Rs. lakh)

Year
State
taxes

Shared
taxes

Ncn-t ax 
revenue

Grants- 
in-aid

Total
revenue

1960-61 1201
(33.36)

483
(13.42)

1441
(40.03)

475
(13.19)

3600

1965-66 2101
(32.50)

910
(14.08)

872
(13.49)

2581
(39.93)

6464

1970-71 2476
(24.47)

1789
(17.68)

1129
(11.16)

4725
(46.69)

10119

1971-72 2885
(24.54)

2226
(18.93)

1164
(9.90)

5433
(46.63)

11758

1972-73 3106
(26.75)

2486
(21.41)

1443
(12.43)

4576
(39.41)

11611

1973-74 3346
(29.33)

2650
(23.23)

1449 
(12.-70)

3963
(34.74)

11408

1974-75 3845
(22.66)

3194
(18.82)

1835
(10.81)

8096
(47.71)

16970

1975-76 5884
(29.13)

4157
(20.58)

2320
(11.48)

7840
(38.81)

20201

1976-77 
(R .E .)

5661
(27.50)

4220
(20. 50)

2526
(12.27)

8180
(39.73)

20587

1977-78
(B .E .)

6057
(26.07)

4464
(19.21)

3522
(15.16)

9193
(39.56)

23236

Figures within parentheses indicate Sources Government of 
percentages of total revenue. Assam, Budget

Documents.

and shared taxes (together) increased from 38 per cent, 

whereas that of non-tax revenue fell from 18 per cent
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to 14 per cent (Table I I . 2 ) . It is also seen that for 

the States taken together the share of grants-in-aid has

TABLE I I . 2

Overall Revenue Structure of States 

(All States including Union Territories)

(Rs. la kh )

Year

States' 
own tax 
revenue

Shared
taxed

Non
tax
revenue

Grants and 
other con­
tributions

Total
revenue

1960-61 -45490
(43.68)

16835
(16*17)

18810
(18.06)

23001
(22.09)

104136

1965-66 86092
(46.11)

27600
(14.78)

33478
(17.93)

39545
(21.18)

186715

1970-71 154562
(45.16)

75562
(22.08)

53526
(15.64)

58586
(17.12)

342236

1971-72 170275
(41.54)

94210
(22.98)

57245
(13.97)

88163 
(21.51)

409893

1972-73 193086 
(42.06)

106140
(23.12)

64826
(14.12)

95072
(20.71)

459124

1973-74 231902
(44.95)

116243
(22.53)

70824
(13.73)

96960
(18.79)

515929

1974-75 290131
(48.32)

122850
(20.46)

77757
(12.95)

109639
(18.26)

600377

,1975-76 357294
(47.80)

159912
(21.39)

96625
(12.93)

133645
(17.88)

747476

1976-77
(R .E .)

399582
(47.04)

165729
(19.51)

116531
(13.72)

167648
(19.74)

849490

Figures within parentheses Source;Government of India, 
indicate percentages of total Ministry of Finance,
revenue. Indian Economic Sta­

tistics; Part I I - 
Public Finance

been constant around 20 per cent. The most significant 

point to note is that in the all-States' picture, the
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share of States' own taxes has increased and is now 47

the percentage fail has been much less than in Assam.

Also, it is seen that the ratio of State taxes in Assam 

is higher than in Orissa, but much lower than in Bihar 

and West Bengal. On the other hand, the share of grants- 

in-aia from the Centre has been much higher in Assam.

This is because proportionately more grants-in-aid have 

been given to Assam on account of the large undeveloped 

regions that have been historically part of Assam. As 

regards the ratio of own tax revenue to total tax revenue, 

there has been a decline in it in all the neighbouring 

States (Table A .I I .1 ) .  The relative decline, however, 

has been much smaller in West Bengal and Orissa than 

in Bihar and Assam, indicating that the relative growth 

of non-tax revenue lagged behind much more in the latter 

two States.

2 .1 .3  Thus, not only in relation to the all-States 

average, but also in comparison with the situation in 

the neighbouring States, there has been a marked decline 

in the importance of own tax revenue in Assam.

2. Changes in Composition of Tax Revenue

per cent, while their share in Assam has fallen and is 

now much lower than the all-States' average, at 26 

per cent.

2 .1 .2  A comparison of Assam's revenue structure with 

those of neighbouring StKtcs msy be more meaningful. 

For this purpose, we have chosen Bihar, Orissa and West

2.2.1 Among the State taxes a certain structural tran­

sformation of the relative roles of different consti­



tuents is evident from the d a t a  p r o  s a u t e d  in Table 11 .2. 

In Astiam the sales tax groups c o .U : ;is t ii . ;g  o f  the general 

sales tax, the General, sales ta:'., e - L ^ s  t a x  on motor 

spirit aiid purchase tax, has rep-.e.ine:,. -she most signi­

ficant s o i r e e  of r e v e n u e ,  h u t  i t s  . . v l , . r . - . ,  contribution 

h a s  increased from 25. i> P^r c e n t  o f  ; .ct a S t a t e  tax 

revenue in 1960-61 to 4-4.6 p e r  co, :: i n  1376-77. As of

1976-77, within the sales tax ^ro u rth e  general sales 

tax contributed 24 per cent, the Central sales tax 10 

per cent and aale3 tax on motor spirit 11 per cent.

The relative roles of the general sales tax and the 

Central sales tax have increased greatly, because their 

shares in State tax revenue in 1360—6 i were only 15 per 

cent and 0.2 per cent respectively. The relative con­

tribution of the general sales tax was the highest (36 

per cent) in 1971-72. The decline in. its share since 

then is due to the sudden increase in revenue collections 

from the agricultural income tax. The snare of agri­

cultural income tax, which was around 28 per cent in 

1960-61, declined to 8 .6  per c^nt in 1970-71, but again 

rose to a record 27.6 per cent in 1376-77, exceeding 

the share of even the general sales tax. The steep rise 

in revenue from the agricultural income tax has been due 

to a sudden spurt in tea prices causing an abnormal rise 

in the assessed income of tea companies. This is perhaps 

a temporary phenomenon. It would still be true to say 

that the sales tax group occupies the central place in 

the overall tax structure of the State.

2 .2 .2  As regards other State taxes, some have more or 

less maintained their proportionate contribution, while 

the rest have significantly declined in fiscal signi­

ficance. Taxes in the former category are the profession
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tax and stamp duty and registration fee among direct 

taxes and the passenger and goods tax, motor vehicles 

tax, entertainment tax and electricity duty among in­

direct taxes. During 1960-61 - 1976-77, the contri­

bution of the profession tax varied between 0 .8  per 

cent and 1.1 per cent5 of the passenger and goods tax 

between 0 .9  per cent and 3 .4  per cent (leaving aside 

the abnormal figure of 13.7 per cent in 1961-62); of 

the motor vehicles tax between 4 per cent and 6 .9  

per cent; of the entertainment tax between 2 per cent 

and 3 .9  per cent; and of the electricity duty between 

0 .1  per cent and 1.1 per cent. Taxes in the latter 

category are land revenue and State excise. The share 

of land revenue which amounted to 20.9 per cent in 

1966-6 7 , slumped to 6 .3  per cent of the revenue from 

State taxes in 197^'77; and the share of State excise 

from 16.2 per cent in 1960-61 to 5 per cent in 1975-76 

and 6.1 per cent in 1976-77.

2 .2 .3  As of 1976-77* the various Sales taxes and the 

agricultural income tax brought in nearly 72 per cent of 

the total revenue from State's taxes in Assam. Land 

revenue and State excise brought in about 6 per cent 

each, while all the other taxes yielded less than 5 per 

cent each, of total State taxes. In 1960-61, per contra, 

land revenue and State excise were important providers 

of revenue and the combined share of the agricultural 

income and sales taxes was only 46 per cent of the total. 

Thus, there has taken place a polarization of the sour­

ces of tax revenue in Assam, and the State is now largely 

one might even say, unduly - dependent on just two main 

sources; sales taxes and the 

income from tea plantations.



- 22 -

2 .2 .1+ A comparison of the tax structure of important 

eastern States indicates certain interesting differences 

as between the tax structure of Assam and those of its 

neighbours (Table A . I I .5). Whereas  ̂ in the neighbouring 

States, the agricultural income tax contributed less than

1 per cent of their own tax revenue, it brought in more 

than 10 per cent in Assam, even before the abnormal rise 

in the price of tea. With the spurt in tea prices5 the 

share of this tax in Assam rose to 22 per cent in 1975-76
and 27.6 per cent in 1976-77* (Table A .I I A )  It is also

noticed that State excise, the motor vehicles tax, the 

passenger and goods tax and stamp duty and registration 

fee brought in higher percentage of revenue in the nei­

ghbouring States than in Assam. In fact, their combined 

share (as of 1975-76) was 31 .6  per cent in Bihar, 27.9 
per cent in Orissa and 26.6 per cent, in West Benga1 ,where­

as, the corresponding percentage in Assam was only 1^.5.

As regards the sales tax group, while in Assam it con­

tributed 1+6.2 per cent of tocal State taxes, its share 

in Orissa and West Bengal was much higher and even in 

Bihar it was more than 5° Per cent. If we take the gen­

eral sales tax alone, then the difference between Assam 

and the other States is even larger. The difference in 

respect of the sales tax group as a whole is narrowed 

down largely because of the greater share of the sales 

tax on motor spirit in Assam.

2 .2 .5  From the above facts, we may legitimately derive 

the conclusion that although sales taxes play a somewhat 

smaller role in Assam than in the neighbouring States, 

their tax structures are more diversified than that of 

Assam. In comparison to other States, there has been
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a higher rate of growth of Central sales tax in Assam, 

its share increasing from only 0.2  per cent in 1960-61 

to 11.3 per cent in 1975-76. In regard to sales tax 

on motor spirit , whereas in other 8 cates it constituted 

less than 5 per cent, it contributed to the order of

11.2 per cent in Assam. On the other hand, the passenger 

and goods tax has grown in importance in other States 

hut not in Assam.

3♦ Analysis of Growth in Tax Revenue

2.3.1 The analysis of the growth in tax revenue in 

Assam is made on the basis of four indicatorss buoyancy, 

elasticity, marginal tax rate and compound growth rate.

In the first place, a comparative analysis of the growth 

in tax revenue in Assam vis a vis the all-India average 

and of the States in the eastern region is made for the 

tax system as a whole, as well as for its direct and 

indirect tax components. Later, the analysis is extended 

to individual State taxes and finally to the revenue 

mobilised by additional tax measures.

2 .3 .2  In terms of each of the four indicators used to 

measure the growth in tax revenue in Assam, the State 

taxes fare poorly as compared to the average all India 

performance, as well as the performance in the three 

other major States in the eastern region, namely. West 

Bengal, Bihar and Orissa. This is true not only for all 

State taxes taken together, but also in most cases, for 

direct and indirect taxes taken separately. The dis­

parity in performances is particularly glaring in case 

of the State indirect taxes.
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Buoyancy and elasticity coefficients-'''

2 .3 .3  The buoyancy and elasticity coefficients of 

Assam's tax structure for the period 1963-6*+ to 1975*76, 

at 0.81 and 0.7  , are significantly lover than t.ia all- 

India averages of 1.26 and 1 .05 respectively (Table A . I I .6 ;. 

Even as compared to the buoyancy elasticities of

State taxes of three major States in the eastern region, 

Assam's are low, infact, they t;ie lowest auong the 

States compared. While in the er.se of 'vest Bengal and 

Orissa, buoyancy of the tax structure is greater than 

unity (1.13 and 1 .08 ), in Bihar it is almost unity (O .96).

In the case of elasticity, of course, the coefficients 

are less than 1 , but are yet higher than in Assam.

2.3 .*+ The low buoyancy and elasticity coefficients 

indicate that Assam's tax structure is not only highly 

inelastic, but also that the revenue collections did 

not keep pace with the growth in the State's income.

The coefficients show that for every increase in State 

income by 1 per cent State tax revenue increased by 0.81

1/ The measure of elasticity gives the percentage auto­
matic change in the yield of the tax in response to 
a one per cent change in national/State income or other 
relevant b|se. In the relation log T*= log a + h log 
Y, where T = series of^hypothetical tax revenue at 
the base year rate, b denotes the elasticity co­
efficient. Buoyancy refers to the percentage change 
in the actual yield of the tax for a one per cent 
change in national/State income or other relevant 
base. In other words, the buoyancy of the tax
,  /yn y .
D = gj—. ^  where k T denotes change in tax revenue 
and (\ Y changes in SDP, both in absolute terms.
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per cent and would have increased by only 0.7 per cent 

in the absence of discretionary changes.

2.3 .5  Direct taxes in Assam, relative to indirect taxes, 

are not sajily less buoyant but also less elastic. This 

trend is similar to the all-India pattern, though the 

elasticity and buoyancy coefficients in Assam, both for 

her direct tax structure and incireet tax structure, are 

all less than unity. The buoyancy and elasticity coeff­

icients of indirect taxes in Assam are for instance, O .97 
and 0.8*f (as against the all-India averages of 1.22  and 

1.17) while those of direct taxes are O .52 and 0.1*5 (a® 

against the all-India averages 0 .62 and 0 .**9 ).

2.3*6 It is interesting to note that the differences 

between the elasticity coefficients in Assam and the co­

rresponding all-India averages are substantially lower 

for direct taxes than for indirect taxes, showing the 

extent to which the coefficients could be improved, if 

the all-India averages are taken to be a good ideal to 

achieve. The elasticity coefficient for direct taxes in 

Assam is 91*8 per cent of the all-India average, compared 

to 71*8 per cent for indirect taxes.

2 .3 .7  As in the case of Assam, in the other major Sta­

tes in the eastern region also, direct tax structures are 

less buoyant and less elastic compared to their own in­

direct tax structures. Indirect taxes are highly buo­
yant In West Bengal, Orissa and Bihar (not in Assam), 

and fairly elastic in Orissa (1 .0*0 , and Bihar (0 .98) 

but inelastic in West Bengal as also in Assam.
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Compound growth rates and marginal tax rates

2 .3 .8  The buoyancy and elasticity coefficients are 

closely linked with the compound growth rate of tax 

revenue as well as the marginal tax rate with respect 

to SDP. While the former reveals how fast the tax re­

venue from existing as well as new tax measures are gr­

owing over time, the latter shows the proportion of 

additional State income that is captured by the State 

tax system.

2 .3 .9  In the case of Assam, both these rates are sub­

stantially lower than the all-India average; they also 

do not compare favourably with the figures for the 

neighbouring States. This is true for all State taxes 

taken together and for State indirect taxes. In the 

case of State direct taxes, however, the situation in 

Assam is somewhat better.

2 .3 .1 0  Assam was able to caputre, on an average, only 

fis.2.79 as tax revenue through its State taxes (Rs.2.01 

through indirect taxes and Rs.C.78 through direct taxes) 

of every increase of Rs.100 of SDP during the period 

1963-6*+ to 1975-76. The rate is just *+5*7 per cent of 

the all-India average of fis.6.10 per Rs.100 and lower than 

what the neighbouring States could achieve.

2.3.11 The annual compound growth rate of tax revenue 

in Assam was significantly lower than in the neighbouring 

States as well as the all-India average. Over the period 

1963*'6l+ to 1975-76, the compound growth rate of tax 

revenue in Assam at 8 .7  per cent works out to 62.6

per cent of the all-India average of 13-9 per cent.
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In line with the all-India trend i t  ;vas the slower gro­

wth in direct tax revenue (5«1+ P®r cent) that led to the 

lower overall average, because the growth rate of indirect 

tax revenue was higher (10.6 per cent).

TABIS I I .3

Estimates of Buoyancy of Tax Revenues of Eastern states

(1963-6*+ to 1975-76)

Tax Assaffl-̂
p / 

Bihar- Orissa
West
Bengj

Agricultural income tax 0.58 -0.33 0.38

Land revenue 0.33 0.11 -0.99 0 .1^

Profession tax O .98
Stamp duty and regis­
tration fee 0.88 0.79 1 .08 0.86
General sales tax ) 
Central sales tax ) 1 .3*+ 1 .16 1 .25 1.33

Motor spirit tax 0 .7b

1 . 07^

0A 8
\ / 1.29

Motor vehicles tax 0.61 1 .06-/ 0.65

Passenger and goods tax 0.1+5 1 .b3 1 .83^ 2.30
Entertainment tax 1 .26 1 .26 1 .38 1 .1+8
State excise 

Electricity duty

0.35

1

0„98 

1 .26

1 .00 

1 .5^

1.89

0.67

1 / including Meghalaya k /  1968-69 to 197^-75

2 / 1963-6^ to 197^-75 5 / 1969-70 to 1975-76

y  1963-6^ to 1973-7^ 6/ 1965-66 to 1975-76.

2 .3 .12  The foregoing analysis show that Assam's tax

structure was not able to mobilise a large proportion 

of the addition to the State’s income; the growth rate 

of her tax revenue was much below that of her income.
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Both these factors resulted in the low buoyancy and 

elasticity of the State tax system.

Individual taxes

2.3.13 Among the individual taxes in Assam, the general 

sales tax and the Central sales tax, electricity duty 

and the entertainment tax were highly buoyant. All but 

the last were also elastic and the entertainment tax 

had an elasticity near unity. They were generally higher 

than in the other major eastern States (iable I I .3 and

I I .1*-). The high coefficients could be due to among other 

possibilities, the rapid expansion of coverage and im­

provements in the collection machinery, as a result of 

monetisation of the economy, growth in trade, electri­

fication programmes and general urban and rural deve­

lopment .

2 .3 .1^  Among these three buoyant and elastic indirect 

taxes, the highest coefficients are of the electricity 

duty (buoyancy 1 .*+6 and elasticity 1 . 29). Next comes 

the general and Central sales taxes (buoyancy 1 .3M- and 

elasticity 1 .26), followed by the entertainment tax 

(buoyancy 1.26 and elasticity O .98).

2 .3 .15  The buoyancy and elasticity of Assam's sales 

taxes are higher than those in West Bengal, Bihar and 

Orissa. In the case of electricity duty, Assam ranks 

second after Orissa in regard to both, the buoyancy and 

elasticity coefficients. The buoyancy of the entertain­

ment tax is higher in West Bengal and Orissa as compared 

to Assam and Bihar, where they are identical, but as 

regards elasticity, Assam follows Orissa and Bihar, and 

is ahead of West Bengal.
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2.3*16 Among the other Stats taxes, the profession tax 

is fairly buoyant (coefficient being 0 .98) hut not elastic, 

and the group of stamp duty and registration fee is fairly 

buoyant as well as fairly elastic (rae coefficients being

TABLE II .k

Estimates of Elasticity of l ax Revs.-iuos of Eastern States

0963  - 6k - 1 975 ■ 76)

i -J /  p /
I1 ax A^sam— Bihar—' Orissa West

Bengal

*
0.21

0.56 

0.85

*
0.26 

1 .53

0.93 

0.70 

0.37

1 / including Meghalaya k / 1963-6!+ to 1973-7k

2 / 1963-6k to 197^-75 ±/ 1969-70 to 1975-76

y  1968-69 to 197^-75 6/  1965-66 to 1975-76.

* Values of ft* are insignificant at 5 per cent 
probability level. All other * t * values are 
significant.

Agricultural income tax

Land revenue

Profession tax

Stamp duty and regis­
tration fee

General sales tax ) 
Central sales tax )

Motor spirit tax

Motor vehicles tax ) 
Passenger and goods tax)

Entertainment tax 

State excise 

Electricity duty

C.k7

0.26* -0.70

0.77

0 .8k 0 . 6k 1 .06

1 .26 1 .01 1 .08

0.53 -0.95*

0 .1+5 rv) • 00 0.83- 7

0.98 1 .18 1 .22^

0.26 0.81 0.99

1 .29^ 1 . 1 1 1 .k6
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0.88 and 0.8*+). Other State taxes in Assam are neither 

buoyant nor elastic with reference to changes in income. 

These include the agricultural income tax, land revenue,

TABLE I I . 5
1 /

Elasticity, Buovanc-7 nnd Tim.-. Trends-"

(Salas-1ax ^ roup)

Compound
Tax Elasticity Buoyancy growth

rata per 
cent per

________________ ._____________  ___  ________annum

1. General sales tax 1 .08 
(0.85)

1 .1 5
(0.87)

12.83

2 . (a) Central sales tax 2.07
(0.80)

, 2.17 
(0.84)

2l*.31

(b) Central sales tax 
excluding Central 
sales tax on crude 
oil

1 .47 
(0.81)

1 .57 
(0 .86)•

17.1*4

3 . General and Central 
sales tax

1 .26
(0.91)

1.34 
(0.92)

14.86

4. (a) Sales tax on motor 
spirit

(b) Sales tax on motor 
spirit excluding 
sales tax on crude 
oil

0.53 
(0.51)

0 . 58^/
(0.26)

0.7*+ 
(0 .68)

0.93
(0 .1*8)

8.21

10.59

5. Sales tax (Total)
(3+4)

1 .01 
(0 .9 7 )

1 .12 

(0.97)
12.34

1 / including Meghalaya

2 / * t * value insignificant at 5 per cent probability 
level. Figur8S®rParentheses are values of R2.

State excise and taxes on motor vehicles, passenger
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and goods. In some of these cases., buoyancy and elasticity 

coefficients are nigh in the ocher major eastern States even 

exceeding unity or approaching unity m  some cases. In the 

chapters on the major individual taxes, an attempt is made 

to explain these findings.

Additional tax mobilisation

2 .3 .1 7  The growth in tax revenue is partly a result of the

TASLji I I . 6

Estimates of Compound Growth Rate of Tax Revenues of

Eastern States 

(1963-6*+- - 1975-76)

(Per cent per annum)

Tax
1 /

Assam-7 Bihar-7" Orissa
West
Bengal

Agricultural income tax 6.03 -2.77 3.38

Land revenue 3-39 1 .10

J-01 O .95
Profession tax 10.81
btamp duty and regist­
ration fee

9.71 7 .96 11 .29 7.84-

General sales tax ) 
Central sales tax )

14-.86 12.34- 12.92 12.68

Motor spirit tax 8.21

16 .07^ /

4-.99 1 2.22
Tax on motor vehicles 6.85

00•
0

6.03

Passenger and goods tax if. 12 14-.83 25.95 23.4-0

Entertainment tax 14-.84- 14-.73 14-.57 14-.23
State excise 3.̂ -7 / j 10.14- 10,4-0 8.33
Electricity duty 15*72- 13 .4-4- 1 6.07 6.29

1 /  including Meghalaya 

2 / 1963-64- to 1974-75 

\/ 1963 - 6*+ to 1973-74-

4 /  1968-69 to 1974-75 

1 / 1969-70 to 1975-76 

6 / 1965-66 to 1975-76,
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normal automatic growth in revenue due to the absolute 

growth in the tax base and partly a result of new tax 

measures, which change the tax structure. The extent 

of tax mobilisation due to the additional tax measures 

can be measured by the difference between the buoyancy 

and elasticity coefficients.

TABLE 11.7 

Bole of Additional Tax Mobilisation

in Increas e in State1 Tax Revenue

(Rs. lakh)

Increase 
in tax

Add it io-Normal Addi-..Normal 
nal mo- growth tion- growth

.Period revenue bilisa-
tion

mobi­
lisat­
ion

I (1964-65-1 968-69) 403 206.26 196.74 51 .18 48.82

II (1969-70-1975-76) 3036 363 2673 1 1 . 9 6  88.04

Source: Government of Assam, 
Memoranda submitted 
to Fifth and Sixth 
Finance Commissions.
(Notes on Subsidiary 
points and clarifications).

2 .3 .18  The importance of additional measures in the 

increase in total tax revenue has declined in Assam.

During the period 1964-65 to 1968-69, as much as 51 .2  
per cent or Rs.206.3 lakh of the increase in tax revenue 

of Rs.403 lakh was mobilised through new measures and

48.8 per cent or Rs. 196.7 lakh through normal growth 

(Table I I . 7 ). The position has changed substantially 

since then; for, during 1969-70 to 1975-76, additional
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measures accounted for only 12 per cent of the increase 

in  tax revenue of Rs*3,036 lakh, as against 88 per cent 

through normal growth,

2 .3 .19  Additional efforts at mobilising tax revenue 

during the period 196^-65 to 1968-69 yielded 2.1 per 

cent (fis.206.3 lakh; o f  the total1 tax revenue o f  Rs.9,996 

lakh (Table A .I I .8 ). The la rges t  proportion o f  the add­
itional tax mobilisation was accounted for by land rev­

enue and sales tax on motor spirit (both 20.V per cent), 

with purchase tax contributing only slightly less 

(19.^ per cent). These three taxes account for three 

fifths of the total additional tax mobilisation. General 

sales tax contributed 1*k3 per cent of Central sales tax

2.3 per cent of the additional tax mobilised. Passenger 

and goods tax, agricultural income tax and entertainment 

tax each contributed slightly more than 5 per cent towards 

the additional tax mobilisation. Mobilisation through 

additional tax efforts as a percentage of the total add­

itional mobilisation during 196^-65 to 1968-69 for in­

dividual State taxes ranges from 0.7 per cent in the case 

of State excise to 11 per cent in case of electricity 

duty „

2 .3 .20 During the period 1969-70 to 1975*76, the add­

itional tax effort yielded 2 per cent (Rs.363 lakh) of 

the total tax revenue of Rs. 18,059 lakh. The largest con­

tribution was made by the sales tax on motor spirit 

( 68.5 per cent) followed by the agricultural income tax 

(9*6 per cent;, State excise (7*7 per cent), general 

sales tax (5*3 per cent) and entertainment tax (1+.̂ - per 

cent) (Table A .I I .9 ) . Mobilisation through additional 

tax efforts as a percentage of the total additional
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mobilisation for individual State taxes ranges from

0.3 per cent in case of general sales tax to 6.7 per

cent in case of sal^s tax on motor spirit.

4. Relative State Tax Burdens

2.4.1 In the previous section we had commented upon

the buoyancy and elasticity oi State tax^s in Assam and 

had shown that they were low in cc:;ipari3on with those of 

other States in general. We had interpreted this fin ­

ding to show that the relative growth of tax revenue had 

been smaller in As. am, and that the State's taxes taken 

together did not have sufficient built-in elasticity.

In this section we shall, examine the burden to State 

taxes in Assam and also attempt to derive an index of 

tax effort - both in comparatire terms.

2 .4 .2  It is well-known that the tax burden in a coun­

try or in a State cannot be judged in absolute terms. 

Similarly, it is also well-high impossible to measure 

the tax effort made by any one Government in an absolute 

sense. However, the tax burden in a State as well as 

the tax effort of a State can be compared and judged in 

relation to those of other States. The tax burden can 

be measured either in per capica terms or in terms of

the ratio of taxation to income. As a first approximation, 

one could compare the per capita burden of State taxes 

in different States.

2 .4 .3  Table I I . 8 presents per capita State tax figures 

for Assam, the neighbouring States and for all States put 

together. The figures relate to selected years from 

1960-61 to 1975-76. It is noticed that, as of 1975-76, 

the per capita tax burden in Assam is only Rs.34.8 as



- 35-

compered to the all St£ ce's average of Rs.59.7. However, 

the per capita tax burden was higher- in Assam in that 

year than in Bihar or Orissa. As expected„ it was much 

lower than in West Bengal, which is a highly industri­

alised State and which has a per capita tax burden nearly 

equal to the all-States average. The comparison of per 

capita tax burdens in different 8ta.es doss not make any 

allowance for differences in per capita incomes among 

them. The lower per capita tax burden in Assam could 

be partly explained by the relatively low per capita 

income of the State. Hence, eventhough the per capita 

State tax burden is low in absolute terms, the burden 

on the people may not be correspondingly light. There­

fore , as stated earlier, we may compare the burden of 

State taxation in terms ofState tax ratios. Tables I I . 8 

also gives Stace taxes as a per cent of SBP. It seems 

that, as of 1975-76, the State tax ratio in Assam is 

distinctly lower than that for all States taken together. 

It is also lower than in West Bengal, but higher than 

in both Bihar and Orissa. It can, therefore, be concluded 

that the burden of State taxes in relation to State Income 

in Assam compares favourably with that in two of the 

less developed neighbouring States. For purposes of 

tax policy formulation, however, it needs to be borne 

in mind that the tax ratio in Assam is veil below the 

national average.

Table A .I I .8 presents individual State taxes as 

a per cent of SDP in Assam as well as in other States 

with which comparisons have been made in the preceding 

paragraphs. It is seen that during 1960-61 to 1975-76 

the State tax ratio has increased in Assam and in the
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TilBLE I I . 8

A comparative Statement of State Tax Burden

, Total otate 
Per capita State taxes as per 

State ' ' Year taxes (Rs.) certt of SDP

Assam 1960-61. 10.82 3.30

1965-66 1 6 .51*- 3.75

,16i90' 3’. 27

"1975-76

Bihar ; 1960-61 6.91 3.23

1965-66 11 .20 3.38

1970-71 1 b . 6 7 3 ^ 3

1975-76 30.25 3.33

Orissa 1960-61 *+.90 2.30

1965-66 10.23 3.09

1970-71 15.^2 3.11

1975-76 28.60 3.6M-

West 1960-61 1^.05 3 .66
Bengal 1 965-66 2*f.12 53

.1970-71 29.59 3.99

1975-76 58.10 5.55

All States. 1960-61 10.28 3 A 3

1 965-66 1 7 .8k- 17

1970-71 28.68 .1+8

1975-76 59.7^ 5.93



neighbouring States, although the increase is -marginal 

in Bihar. The percentage increase m  the average ratio 

for all States is much higher than in Assam. In the 

all-States' picture, the ratios to SDP of all taxes except 

the agricultural income tax and land revenue have gone 

up; the picture in Assam is entirely different. There, 

while the ratios of the agriculture income tax and sales 

taxes5 particularly that of sales tax on motor spirit 

and the Central sales tax, have gone up, there has been 

a decline in the ratios of land revenue, passenger and 

goods tax, motor vehicles tax and State excise. The 

contributions of these taxes have not kept pace with the 

growth in SDP.

2 .4 .5  The decomposition of the State tax ratio enables 

one to see what causes the overall State tax ratio to be 

high or low in a particular State. As of 1975-76, the 

ratios of all-State taxes to SDP was higher for all States 

than for Assam, except for the agricultural income tax 

and land revenue. The difference is particularly great 

in respect of the general sales tax and the Central sales 

tax. The higher relative contributions of the agricul­

tural income tax and the land revenue> partly counter­

balance the lower contributions of the other taxes with 

the result that the difference in the overall tax ratio 

becomes nearly equal to the difference in the ratios of 

the general sales tax and the Oentral sales tax.

5* Index of Tax Effort

2.5.1 We have so far considered the burden of State 

taxes. We shall now examine a related question, namely, 

the degree of tax effort by the State. The tax ratio,
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which reflects in a sense the burden of taxation, is 

also sometimes taken as an indicator of the relative 

tax effort by a givenGovernment. For this purpose, 

the tax ratios of different countries or States are 

compared. In the preceding section, we have made a 

comparison of the State tax ratio of Assam with that 

of the neighbouring States and of all States put to­

gether. In terms of the tax ratio, the effort made 

by Assam was seen to be lover than the average.

2 .5 .2  When the tax ratio is used as an indicator or 

index of tax effort, it is implicitly assumed that State 

income or SDP in itself a measure of taxable capacity.

But in fact, the amount of revenue that a Government 

can,raise or, more specifically, the taxable capacity— 

depends not only on total income but also on such im­

portant factors as the level of per capita income, the 

ratio of agricultural income to total income or SDP, 

the share of industry and commerce and the degree of 

urbanisation. The actual tax ratio depends on tfcese 

factors as well as on the willingness of the Government 

to tax its citizens, the efficiency of tax administra­

tion, etc. The latter may be called tax effort factors.

2 .5 .3  In order to derive an index of tax effort which 

is better than the simple tax ratio, an attempt can be 

made to quantify and isolate the influence of tax capacity 

factors on the tax ratio so that the degree of com­

parative tax effort by any c :>vernment may be measured.

For this purpose, following the procedure employed
1 /

by earlier studies of this kind,-' we have carried out

1 /  See, for example, Hoy W . Bahl (1971). A Regression 
Approach to Tax Effort and Taxation Analysis. IMF 
Staff Papers , vol.XVIII, No.3, PP.570-612.



- 39 -

a-multiple regression analysis. The regression equation 

is intended to measure the average degree of relationship 

between tax ratios in different ctates and what are identi­

fied as taxable cap?city factors. The tax ratio estimated 

on the basis of the regression equation is taken to re­

present the tax ratio which a State would have had if 

it had used its capacity to an average extent. There­

fore, a comparison of the actual tax ratio for a State 

with the estimated tax ratio will indicate whether the 

Scate concerned is making the average degree of effort 

or more, or less.

2.5.J+ On the basis of a priori reasoning .and critical 

statistical examination, it was decided to use three ca­

pacity factors as explanatory variables, namely, the per

capita income (y ), the proportion cf income from indu-
Y Y

strial and commercial sectors to SDP ( ic / ) and the 

degree of urbanisation (U). The cross section analysis 

is carried out with reference to the period 1972-73 to 

197^-75? the values of the variables used are hence aver­

ages for this period. The multiple regression (1) is 

obtained as follows.

( |  ) = -8.9837 + 0.6329 y + 0.1158  C lie ) + 0.Mf33 u h2=

(1 .6850) (O .3356) Y (1 .93209°-59^

............  ( 1 )

^“Figures within parentheses are *t 1 values of the 

regression coefficients^

The three capacity factors included in this equation taken 

together explain about 60 per cent of the variation in. 

the actual tax ratios. The important factors affecting
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the tax ratios are shown to be per capita income and the 

degree of urbanisation. However, the ft 1 values are not 

really significant. We arrive at roughly similar results 

if only per capita income and degree of urbanisation are 

used as explanatory variables, .equation (2) is obtained 

as followsi 

T
( Y ) = -8.9176  + 0.6623 y + 0.4917 U B2 = 0.5936

(1 .8700) (2.8431)
..........  (2 )

This equation explains roughly the same degree of var­

iation in tax ratios as the previous one and we find that 

the degree of urbanisation is a significant factor while 

per capita income in this equation is shown to be a 

little more significant.

2 .5 .5  In equation 3 below per capita income alone is 

used as the explanatory variable..

£ p
( Y ) = -10.8042 + 1.1513 y R = 0.3746

(3 . 0959) m

It is found that per capita income taken alone explains 

about 37 per cent of the variation in tax ratios and that 

the *t ' value is highly significant.

2 .5 .6  While the per capita income comes out as a very 

significant factor in equation ( 3 ) 5 it is obvious that 

it alone explains only a minor part of the variation in 

tax ratios. If this equation is used for our purpose, 

we shall be leaving out one other major tax capacity 

factor, namely, the degree of urbanisation which comes
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out to be a significant factor as per equation (2 ). On 

the other hand, in equation (1),  the share c-f industry 

and commerce comes out to be not a significant factor. 

In fact, per capita income and degree of urbanisation

taken together explain almost the same degree of vari-

ation as the three fact ors put together Hence, we

may use equation (2; tc; derive the indl.cos of tax

m < iii.3LE I I . 9
Actual T;ax li/tic , Estimated Tax Batio and

the Index of Tax Effort bv States

(1972-73 to 197^-75)

Actual Estimated Index of
tax tax ratio tax effort

State ratio (Equation 2) (Equation 2)

Andhra Pradesh 5.09 ^ .91+ 1 .03
Assam 3.20 2.96 1.08
Bihar 3 .^0 2.89 1 .18
Gujarat 6.08 6.^+9 0 .9I+

Haryana 6A 9 5.77 1 . 12
Himachal Pradesh 3 .55 3.1*+ 1 .15

Jammu & Kashmir 3.82 if.i+0 0.86
Karnataka 7.*+0 >+.86 1 .52

Kerala 5.75 >+.33 1 .31
Madhya Pradesh *+.33 ’-+.10 1 .05

Manipur 1 .50 3 .3 lf 0A 5
Maharashtra 6.83 7> 0 0.92
Orissa 2.88 2.82 1.03
Punjab 6.60 7-56 0.87
Rajasthan *+.58 *+.31 1 . 1 0
Tamil Nadu 7.83 5.95 1. 31
Uttar Pradesh 3.*+o 3.83 0.89
West Bengal b.53 5.98 o.75
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effort, liable I I . 9 gives the actual tax ratio, esti­

mated tax ratio and the indices of lax effort for the

different States - the letter ir*o having been derived
1 /

on the basis of equation (2)—' It is seen that if 

allowance is made for differences in per capita income 

and the degree of urbanisation, *• rsam is shown to make 

more or less average tax effoi-t, v/^ereat if one compared 

only the adjusted tax ratios * /. ssac. s performance would 

be judged to be veil nelcv; the aveiage It could be 

argued that if  more recent data were to be used with 

much higher collections from agricultural income tax, 

the tax effort of Assam might have shown to be even 

above the average. This contention cannot be verified 

because State income data for the recent years concerned 

are not available. It would be fair to conclude, however, 

that there is some scope for farther utilisation of the 

taxable capacity of the State.

1/ j.he indices of tax effort derived on the basis of 
equation (3^ are almost identical with those derived 
on the basis of equation (2 \



I I I .  AN APPROACH TO THE REFORM OF THE 
STATE TAX SYSTEM OF ASSAM

1. Introduction

3 • 1 1  In the previous chapter we have analysed the 

growth of State taxes in Assam and have shown that the 

buoyancy and the elasticity of these taxes are signifi­

cantly lower than corresponding all-India averages for 

the period 1963 - 64 to 1975-76. Sven as compared to the 

State taxes of the three xnajor States in the eastern 

region, Assam's tax system is less buoyant and elastic. 

Apart from the performance in relation to other States, 

it is also to be remembered that State taxes in Assam 

did not keep pace with the growth in State income, since 

the coefficient of buoyancy was only 0.81.

3 .1 .2  The ratio of State taxes to SDP was 4.1 per cent 

in 1975-76, as against the all-India average of 5*9 per 

cent. To some extent, as pointed earlier, the lower tax 

ratio in Assam can be explained by the lower per capita 

income and the lower degree of urbanisation. But we have 

seen that even if  allowances are made for these two fac­

tors, the performance of Assam is not significantly above 

average. The task of tax reform in Assam has to be based 

on the premises that the level of taxation in Assam can 

be significantly increased and that there is urgent need 

to increase the income elasticity of the system. The 

latter is indeed one of the important means of achieving 

the former objective.

3 .1 .3  One of the important reasons for the slow growth 

in the tax ratio and the corresponding low elasticity of 

tax revenues is the fact that as agricultural incomes grow
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there is no corresponding growth in the tax contribu­

tion of the ag r icu l tu ra l  sector,  leaving out the plan­

tations. I t  can be expected that as industrialisation 

proceeds and brings in a greater  degree of urbanisation, 

the e l a s t i c i t y  o f  the tax system would improve. At the 
same time structural changes in the tax system and ad­

m in is tra t ive  improvements are a lso u^ded to improve tax 

performance. In the following chapters, a f t e r  analysing 

the ex is t ing  structure and administration of the major 

State taxes, we shall examine the structural reforms 

needed together with the possible improvement in admi­

nistration. In doing so, we shall keep before us one 

guiding principle» in a relatively under-developed State 

such as Assam, the way to raise revenue in the long run 

is to promote industrial development and to re-fashion 

the structure of taxation so that it can capture auto­

matically a sizable proportion of the additional incomes 

generated in the course of development. It would be 

counter productive to raise rates without due regard to 

economic considerations in an attempt to maximise short­

term revenue. Our recommendations are made after due 

consideration is given to the imperative need to promote 

the development of the State.

2. The Setting

3.2.1 The tax system of State is a sub-system in the 

sense that it covers only a part of the territory of 

the nation and its jurisdiction is largely restricted 

to activities and transactions that take place within 

its borders. There are a number of common principles 

which should govern a sub-system as well as a national
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system of taxation, for example, equity. However, there 

are significant differences. For one thing, in building 

a tax system within a region, the possibility of diver­

sion of trade and investment has to be kept in view. Such 

a possibility acts as a constraint and to some extent 

one is forced to fall in line with the average behaviour 

of the neighbouring States. On the other h a n d ,  certain 

requirements that operate at the national level are ab­

sent because the regional government is not responsible 

for performing major fiscal policy functions such as the 

regulation of aggregate demand.

3 .2 ,2  The aim of a State government would naturally 

be to maximise the flow of revenue to itself, but in 

attempts to do so it is necessary to keep in m i n d  broad 

national objectives, inter-dependence of the different 

parts of the country and inter-State equity. In the 

long run, it would not be profitable to pursue a beggar- 

my-neighbour policy. At the same time, a State govern­

ment has to safeguard its own interests and would be 

justified in adjusting its tax structure so as to extr­

act contributions from the major sectors of economic 

activity within its borders. One of the peculiarities 

of Assam's economy, as noted in Chapter I , is that a 

substantial part of investment and an ownership of bus­

iness and companies belong to non-residents. One of the 

major sectors, namely, the oil sector, is owned by the 

Government of India. The ownership of business by non­

residents, including in the term Government of India, 

not only means that there is not sufficient ploughbaGk 

of profits for the general development of the economy
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but also that the products of the industry concerned 

are exported for use in other states. It is, of course, 

beyond the scope of this report to consider the general 

problem of the development of the State, but we shall 

give careful consideration to the question of the State 

of Assam obtaining a fair shore out of the flow of bene­

fits from the large scale investment within its borders„

3• Objectives of Reforms

3.3*1 The major objectives of reforms may be stated 

to be as follows:

(i) the tax system should become more income- 
elastic ;

(ii) it should be equitable in the sense of cas­
ting proportionately larger burdens on the 
better off sections of the population and 
of not taking more than a token contribution 
from the poorest sections;

(iii )  it should be such e.s to help in the rapid 
development of the State;

(iv) it should be in consonance, in some ess­
ential respects, with the structures pre­
vailing in the neighbouring States;

(v) it should comply with national guidelines; 
and

(vi) it should be so administered as to cause 
the least harrassement to the tax payers 
and to result in reasonably low costs of 
collection.

3 .3 .2  It might be argued that we should keep in mind 

an additional objective; that is, an immediate increase 

in revenue to the Government. We have not specifically 

proceeded on the basis of providing the Government with
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a certain amount of additional revenue in the immediate 

future. Fowever, many of our suggestions, if  implemented 

would certainly result in s substantial increase in 

revenue. Vhile structural and rate changes would con­

tribute to this objective, we might at the outset point 

out that improvements in the administration of taxes 

would be the most important way of raising the yield 

of tax system in i sse.m in the short run. / s will be 

shown in ;Chapter J! on I dministration and Organisation, 

the taxation department in Assam is perhaps the most 

neglected department in the State and needs to be 

thoroughly re-organized. rhe staff of the department 

are illequipped for a scientific management of the tax 

system. Without a thorough overhauling of the administra­

tion of taxes in Assam and the building up of an ade­

quate information system, structural reforms, rate chan­

ges and the introduction of new taxes - all of this 

would be of no avail.



IV. AGRICULTURAL INCOME TAX

1. Taxation of Agricultural Income

4.1 .1  The two taxes falling on agricultural incomes 

are the land revenue and the agricultural income tax. 

Although, unlike in most other States, there have been 

periodic resettlements of land revenue in Assam, the 

yield of that source of revenue has been lagging far 

behind the growth of SDP and of agricultural income. 

Besides, as is well known, land revenue is more in the 

nature of a n acreage tax and it is difficult to intro­

duce in an effective way the principle of progression in 

its assessment. The agricultural income tax provides, 

in theory at any rate, means of subjecting agricultural 

incomes to a progressive and equitable direct tax. In 

practice, however, it has been found extremely difficult 

to enforce a progressive income tax in respect of agri­

cultural incomes derived from a large number of small 

and medium-sized farm holdings. But there is one sector, 

namely, the plantation sector which can be subjected to 

income taxation with relative ease. In Assam, although 

the agricultural income tax applies both to farm and to 

plantation incomes, it is in fact the latter which is of 

fiscal importance. Assam is one of the five States which 

effectively levies and administers the agricultural 

income tax.

2. Evolution of the Agricultural Income Tax

4.2 .1  Taxation of agricultural income has been generally 

separated from the general income taxation except for 

very short periods. A schedular income tax was intro­

duced by the Government of India as a temporaiy measure 

in 1860, whereby^agricultural income was subjected to
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taxation like any other income. The income tax was 

again introduced in 1869 and agricultural income was 

also taxable under it . However, the Income Tax Act 

of 1886 exempted agricultural incomes since, agricul­

turists were considered to be taxed through land revenue.

The exemption of agricultural income continued till the 

year 1935, when the Government of India Act empowered 

the Provinces to levy taxes on agricultural income.

The States have retained this power under the Consti­

tution of India, 1950. Bihar, the first State to take 

advantage of this power, introduced the agricultural 

income tax in 1938. Several other States followed 

suit in course of time. At present, all States except 

the States of Andhra Pradesh, Gujarat, Haiyana, Himachal 

Pradesh, Jammu and Kashmir, Madhya Pradesh, Meghalaya, 

Manipur, Nagaland, Punjab and Rajasthan tax agricul­

tural income in one way or another. However, effective 

taxation of agricultural income is being undertaken in 

States like Assam, Kerala, Karnataka, Tamil Nadu and 

West Bengal, where the revenue is derived mostly from 

plantations. Over 90 per cent of the total collections 

from the agricultural income tax is accounted for by 

these five States.

4 .2 .2  The Agricultural Income Tax Act was enacted in 

Assam in 1939 and the first financial year of operation 

of the tax was 1939-40. The Act applied to agricultural 

incomes arising from the lands situated in the Province 

of Assam. The Agricultural Income Tax Act, 1939 has 

undergone a series of amendmenta in 1950, 1952, 1954,

1959, 1962, 1966,1967,197t and 197.7. I'h© Agricultural Income 

Tax Rules have also been modified from time to time.
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The role of the tax in the tax structure of Assam

4 .2 .3  In Assam, agriculture may primarily be divided 

into two sectors, viz. , the tea plantation sector and 

the non-tea sector, which is characterised by the pre­

dominance of the small and marginal farmers. So far as 

the agricultural income tax is concerned, it is almost 

entirely derived from the tax on the incomes of tea 

plantations. Although, of the total number of assessees 

from the tea and non-tea sectors, the latter, being 

individuals, firms, associations of individuals and 

Hindu undivided families, have roughly accounted for 

half, the contribution of the tea sector in terms of 

revenue is more than 99 per cent (Table IV. 1). The 

agricultural income tax, because of the importance of 

tea plantations in the economy in the State, occupies

a major place in the tax structure of Assam.

4 .2 .4  During 1960-61 to 1976-77, the percentage share 

of the agricultural income tax in State tax revenue has 

been widely fluctuating ranging between 4.2 per cent and

27.6 per cent (Table A .I I .4 ). The possible reasons of 

fluctuations are:

(i) there have been variations in the profit­
ability of the tea gardens. The rate of 
profitability affects the base of the 
agricultural income tax, which is taxable 
income as determined by the Central Income 
Tax Department ?

(ii) the Accountant General of West Bengal does 
not adjust the collections of the agri­
cultural income tax timely in the accounts 
of the Accountant General of Assam; and
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TABLE IV .1

Revenue from Agricultural Income Tax
from Tea and Non-tea Sectors

(Rs. in thousand)

Year Tea Non-tea TOTAL

1960-61 27462 40 27502

(99.85) (0.15) (100.00)

1961-62 28817 24 28841
(99.92) (0.08) (100*00)

1962-63 34984 35 35019
(99.90) (0.10) (100.00)

1963-64 41196 10 41206
(99.98) (0.02) (100.00)

1964-65 38864 51 38915
(99.87) (0.13) (100.00)

1965-66 28984 87 29071
(99.70) (0.30) . (100.00)

1966-67 27383 38 27421
(99.86) (0.14) (100.00)

1967-68 33825 10 33835
(99.97) (0.03) (100.00)

*1968-69 9519 2 9521
(99.98) (0.02) (100.00)

1969-70 43812 30 43842

(99.93) (0.07) (100.00)

1970-71 21307 10 21317
(99.95) (0.05) (100.00)

1971-72 35536 19 35555
(99.95) (0.05) (100.00)

1972-73 37085 31 37116
(99.92) (0.08) (lOOvOO)

1973-74 36808 20 36828
(99.95) (0.05) (100.00)

1974-75 46775 25 46800

(99.95) (0.05) (100.00)
1975-76 129412 34 129446

(99.97) (0.03) (100.00)

Figures within parentheses indicate Source: Government 
percentages of total. of Assam,

Admlnist rat ive 
Reports of the 
Taxation 
Department.
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(iii) in addition to the above factors, the 
relative decline or increase can be 
attributed to changes in the relative 
roles of some other taxes. For example, 
the decline in the share of the agri­
cultural income tax from 20.7 per cent in 
1964-65 to 13.5 per cent in 1965-66 is 
associated with an increase in land 
revenue collections from Rs.296 lakh to 
Rs.489 lakh. Similarly, the decline in 
1968-69 can be attributed partly to the 
sudden rise in the revenue from the sales 
tax on motor spirit. However, the sudden 
jump in the percentage share of the agri­
cultural income tax in 1975“76 and 1976­
77 is mainly due to sudden spurt in the 
price of tea in the world market causing 
an abnormal rise in the profits of tea 
companies. The revenue from the agri­
cultural income tax constituted 4 .9  per 
cent of SDP from the tea sector in 1960­
6 1 , declined to 2,5 per cent in 1970-71, 
but went up again to 5.5 per cent in 
.1975-76 (Table IV .2).

4 .2 .5  It has been indicated that revenue from the agri­

cultural income tax consists of two constituents-the tax 

on companies, and the tax on other assessees. These will 

be treated- separately.

3. Individuals, Hindu Undivided Families, etc.

Definition of agricultural income

4.3*1 Article 366 of the Constitution specifies that 

'Agricultural Income'• means 'Agricultural Income* as 

defined for the purposes of Indian income tax. Section

2 of the Income Tax Act, 1961 defines 'Agricultural 

Income* aS' follows:

(i) any rent or revenue derived from the land, 
which is used for agricultural purposes and 
is either assessed to land revenue in India 
or is subject to a local rate assessed and 
collected by officers of Government as such;



Rove 000 1 roin .Agr

TABLE IV . 2 

1 cultural Income Tax as Per G^nt of Income from Tea

(Rs.in lakh)

Year

IjlCOiJG
fro 11 
t oa' 
culti­
vation

I ncoi.no 
f rom

of tori

Total 
i' ■■come
•p rn

0 tOK .

Kevenue 
from the 
agricul­
tural 
income 
tax

Agricultural 
income tax 
as per cent 
of income 
from tea 
cultivation

Agricultural 
income tax 
as percentage 
of income from 
processing 
of tea

Agricultural 
income tax 
as percent­
age of total 
income from 
t ea

1 Q f 'C :—f'\ 3370 ‘ 22 40 3 61 0 274 8.13 12.23 4.88
1 961 - 62 3530 2330 3880 288 8.1 6 12.26 4.90
1 962-63 377c 2320 C2Q0 349 9.2 6 13.85 5.55
1963—64 " ; /' •- 5 Q 2-20 581 0 412 11 .81 17.76 7.09
1 96  ̂-63 3RS0 23or' 6470 388 1 0 . 00 1 4.98 6.00
1965-66 3870 2 580 6450 289 7,47 11 .20 4,49
1966-67 42 30 2830 7080 .273 6 0 A2 9.64 3.85
1967-68 42 50 2830 7080 338 7195 11 .94 4.77
1968-62 4220 2820 7040 95 2.25 3.36 1 .34
1969-70 4690 3120 781 0 438 9.33 •14.03 5.60
1 970-71 5170 3450 8620 213 4.11 6.17 2.47
1 971-72 61 90 4120 10310 355 5.73 8.61 3.40
1 972-73 6380 42 60 1 0640 370 5.79 8 . 68 3.47
1 973-74 6710 a 480 11190 368 5.48 8.21 3.28
1974-75 11310 7 5 AO 18850 468 4.13 6.20 2.48
1975-76 1 4020 9350 23370 1294 9.22 13.83 5.53

Upto 
, Assam

1969-70,
t.

data rfslate to Assam including Meghalaya; from 1970-71 for present
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(ii)  any income derived from such land by?

(a) agriculture, or

(b) the performance by a cultivator or 
receiver of rent-in-kind of any proces^ 
ordinarily, employed by a cultivator 
or receiver of rent-in-kind to render 
the produce raised or received by him 
fit to be taken to market; or

(c) the sale by a cultivator or receiver 
of rent-in-kind of the produce raised 
or received by him in respect of which 
no process has been performed other than 
a process of the nature prescribed in 
paragraph (b) of the sub-clausej

(iii )  any income derived from any building owned 
and occupied by the receiver of the rent- or 
revenue or any such land, or occupied by 
.the cultivator or the receiver of rent-in- 
kind of any land with respect to which or 
the produce of which any process mentioned 
in paragraphs (b) and (c) of sub-clause (ii) 
is carried on, provided that the building 
is on or in the immediate vicinity of the 
land and is a building which the receiver 
of the rent or of rent-in-kind by reason 
of his connection with the land’, requires 
as a dwelling house or as a store-house 
or other outbuilding.

4.3»2 In so far as agricultural income derived from 

the production of commodities other than tea, there are 

detailed provisions in the Act laying down what kinds of 

payments should be treated as agricultural income and

• what payments fall outside the definition. These are 

indicated in the annexure to this chapter (Annexure IV .1 ).

Exemptions

4 . 3,3  The following agricultural incomes are tax exempt:
(i) any sum which he receives by way of dividends as a



- 55 -

shareholder in any company where the agricultural income 

'of-the company has been assessed to agricultural income 

tax, (ii) such an amount of the agricultural income of 

any firm which has been assessed to agricultural income 

tax as is proportionate to his share in the firm, at the 

time of such assessment and is received by him? (iii) 

any sum which he receives as his share of the agricultural 

income of an association of individuals other than a joint 

or Hindu undivided family, company or firm where such 

agricultural income has been assessed to agricultural 

income tax; (iv) any agricultural income derived from 

property held under a trust or other legal obligations, 

wholly or partly, for religious or charitable purposes, 

such as, relief of the poor, education, medical relief, etc; 

(v) any sum paid by him out of his total agricultural 

income to effect an insurance on his life, or on the 

life of his wife, or his child, or children, or in respect 

of a contract for a deferred annuity on his own life, or 

on life of his wife, or as a contribution to any provident 

fund. The aggregate of any sums exempted shall not exceed 

one-sixth of the total agricultural income of the 

assessee. •

Computation of taxable agricultural income

4 .3 .4  The agricultural income tax shall be payable by 

every person whose agricultural income exceeds the exempt­

ion limit specified under annual Assam Finance Acts. Total 

agricultural income of the previous year is chargeable to 

tax under this Act at the rate or rates specified in the 

Assam Finance Acts subject to the deductions and exemptions 

applicable.

Permissible deductions

4 .3 .5  The agricultural income of the previous agri-
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cultural year it; declared taxablu after making deduct­

ions in respect of the expense? incurred by the agri­

culturist. A few iraior deductions are given below:

(i) the sue actually paid in the previous 
agricultural year as re^nue to the 
Government or as rent to superior land­
lord in respect o f  the land from which 
such agricultural income is derived;

(ii) the expenses of cultivating the crop from 
which such agricultural income is derived 
and of transporting such crop to the market, 
implements, irrigation, protective work
and cattle required for the purpose of 
such cultivation;

(iii) interest actually paid on any capital 
expenditure financed out of borrowing 
for the benefit of the land?

(iv) depreciation in respect of any capital 
asset purchased or constructed?

(v) any sum paid in order to effect an 
insurance against loss or damage of crop' 
or property from which agricultural income 
is derived.

Exemption limits

4 .3 .6  Changes have been made from time to time in the 

exemption limits for individuals and Hindu undivided 

families. In the case of individuals, Rs.3,000 was the 

exemption limit till 1970-7 1 . Prom the financial year 

1971~72 the exemption limit was raised to Rs.5,000 and 

again to Rs.8,000 in the year 1977~78. The upward 

revision in the exemption .limit has been done from time 

to time, partly to compensate for the rise in the sub­

sistence requirement and the cost of living. The tax
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free slabs are Es.8,000 in Kerala ?.•:>! Karnatoka, Rs.5 »000 

in Tamil Nadu arid Rs .3?000 in West Bonsai. In the case 

of Ilindu urdivided families, till 1 77C -71, agricultural 

income was treated, ax income of the individual cut there 

v-ere special provisions in regard to the rates to be 

applied: (i) if  the share of a a ember exceeded Rs.6,000,

it.would ‘be taxed at the rate applicable to the share,

and (ii) if the share .was Rs,6,000 or loss, at the rate 

of 2 P‘..r cent. This preferential treatment to the 

members of a Hindu undivided., family was, however, with­

drawn in 1971-72  and now they are being treated as in­

dividuals. .

Rate structure

4 .3 .7  As in the case of the general income tax, the 

rate structure of the agricultural income tax in Assam 

is based on the slab system. The rates of the tax on 

different slabs range between 14 per cent find' 70 per cent 

of the amount by which total agricultural income exceeds 

Rs.8,000 (Table IV .3). During the period 1960-61 to 

1977~78 , the rates have been revised upward from time 

to time. In 1964-65, the rates were revised upward,

(i) from 55 per cent to 57 per cent- 021 agricultural 

income between Rs.1 lakh and Rs.2 lakh, and (ii) from 

57 per cent to 60 per cent on agricultural income exceed­

ing Rs.2 lakh. Again, in 1971“72, the rates were"revised 

upward. Since the income, brackets were also changed, 

no straight comparison with the earlier structure is 

possible. However, it can be seen that at each bracket 

level, the marginal rote has gone up, the maximum 

marginal rate being 62 per cent in 1971-7 2» in
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■ TABLE 17.3(a) •

Rate of Agricultural Income Tax in the Case of Indi­
viduals. Firms and other Associations 

(19b0-b1 to 1970-71)

_______________________ _______________________ ( Paise per rupee )

Size brackets of 1960—61 1964-65
inc ome to to

(Rs.) 1961-62 1962-63 1963-64 1970-71

0 - 1,500 — — — —

1,501 - 5,0C0 4 4 4 4

5,001 - 7,500 8 8 8 8

7,501 - 10,000 12 12 12 12

10,001 - 12,500 15 15 15 15

12,501 - 15,000 19 19 19 19

15,001 - 20,000 24 24 27 27

20,001 - 50,000 30 35 37 37

50,001 - 1,00,000 34 41 45 45

1,00,001 - 2 ,00,000 55 57

on the balance 38 50 57 60
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TABLE IV .3 (To)

Rates 0f Agri.cultural Income • n v /: tl̂ e O cl:se of ±ndi-
v xdus 1. ’, Firms, and other AsSO- ions arid Hindu Un-

divided ±'cU. .1 J. * w_;
( 1971"72 to 1977-78)

( V■J ../'O pC■r rupee

Size orackot t:: of income 1-71-7
(Eg .) to

1976-7 7 1977-■78

0 — 1,000 _ -

1,001 - 3 , 50c 5 5

3,501 - 6,000 9 9

6,001 - 8,500 14 14

8,501 - 1 1,000 17 17

11,001 - 13,500 21 21

13,501 - 18,500 29 29

18,501 - 48,500 39 39

48,501 - 98,500 47 52

98,501 - 1, 98,500 59 65

On the balance 62 70

comparison to 60 per cent till 1970-71. The third 

revision took place in 1977~78 when only the top three 

income brackets were affected. Rates have been revised 

upward from. 47 per cent to 52 per cent on the brackets 

Rs.48,501 - Rs.98,500; from 59 per cent to 65 per cent 

on the brackets Rs.98,501 - R s .1,98,5005 and, from 62 

per cent to 70 per cent on the brackets R s .1,98,501 and 

above.
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4.3.8 I t  would be worthwhile to  .compare the ra tes  in  
'che other four States, which together with Assam, c o l le c t  
most o f  the c ^rcculture! income tax. la r g e ly  from planta­
t ion s , According to th e - la te s t  av?-ilable information, in  

Kerala, -the ra tes  on d i f fe r e n t  slaVs range between 17 per 
cent and 70 per cent oi the amount by which t o t a l  a g r i­
cu ltu ra l income exceeds Rs.8,000 in West Bengal?- between
5 per cent and 60 per cent o f  the amount by which t o t a l  
a g r icu ltu ra l income exceeds Es. 3,000 in Karnataka; b e t­
ween 12 per cent and 65 per cent o f  the amount by which 
t o t a l  a g r icu ltu ra l income exceeds Rs.8,000? and, in  Tamil 
Nadu between 15 per cent and 55 per cent o f  the amount 
by which t o t a l  a g r icu ltu ra l income exceeds Rs.5?000. In 
West Bengal the p r e fe r e n t ia l  treatment g iven  to  Hindu 
undivided fam ily  s t i l l  continues, under which, i f  the 
share o f  a brother is  Rs.3»000 or le ss ,  the income is  
taxed at the ra te  o f  2 per cent. I f  the share exceeds 
R s .3 5000, i t  is  taxed at the ra te  app licab le  to  the 
share o f  such brother, as i f  he were assessed as an 
in d iv idu a l.

4 .3.9 The ra tes  o f  the agr icu lt 'o ra l income tax in  
Assam, Kera la , West Bengal, Karnataka and Tamil Nadu 
are g iven  in  the Aanexures 17.2 to IV .6. In  order to 
compare the degree o f  p rog re ss iv ity  o f  the structures 
in  the d i f fe r e n t  States, we have ca lcu la ted  average tax  
ra tes  at comparable le v e ls  o f  income a f te r  mailing due 
allowance fo r  the d if fe ren ces  in  exemption le v e ls  
(Table IV ,4 ) .  On the basis o f  these e f f e c t i v e  ra tes ,  
the fo l low in g  equations have been estimated to  get

a rough measure o f  the degree o f  progression o f  the
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SABLE IV,  4

Agricultural Incox-i lax ?ay able at different:• levels

of Income in Selectea ot'at es

Inc ome 
level 

(Rs.

1 psyao.le (Rs.)
As.■■-.am Korn ax alia Tamil 

l'i adu
West Benga-L.

?500 25
(0.71)

5500 75 150
(1.36) (2.73)

8500 70 60 85 525 450
(0.82) (0.71) (1.00) (6.16) (5.29)

11500 600 420 595 1125 855
(5.22) (3.65) (5.17) (9.78) (7.43)

17500 2180 1215 1690 2750 2025
(12.46) (6.94) (9.66) (15.71) (11.57)

22500 4030 • 2090 2940 4375 3350
(17.91) (9.29) (13.07) (19.44) (14.89)

27500 5980 3215 4690 6375 5100
(21.75) (11.69) (17.05) (23.18) (18.55)

35000 8905 5340 8190 9750 8600
(25.44) (15.26) (23.40) (27.86) (24.57)

40000 10855 7090 10690 12250 11100
(27.14) (17.73) (26.73) (30.63) (27.75)

50000 14950 10590 15690 17250 17100
(29.90) (21.18) (31.38) (34.50) (34.20)

60000 20150 14590 21690 22750 23100
(33.58) (24.32) (36.15) (37.92) (38.50)

70000 25350 18590 27690 28250 29100
(36.21) (26.56) (39.56) (40.36) (41.57)

85000 33150 25090 38190 36500 38100
(39.00) (29.52) (44.93) (42.94) (44.82)

100000 41145 31840 48690 44750 47100
(41.15) (31.84) (48.69) (44.75) (47.10)

200000 106220 96840 118690 99750 107100
(53.11) (48.42) (59.35) (49.88) (53.55)

Figures w ith in  parentheses ind ica te  the tax. payable 
as per cent o f  income le v e l .



structure in  each State;

T - a Y^ or log  'I - log  a + b log  Y
where T = tax  payable

Y = income l e v e l
b = degree o f  tax progression

b = 1 denotes the p ro g r e s s iv i t y , pro port io n a l i t y  and 
r e g r e s s iv i ty  in the statutory ra tes . The value o f  To 
exceeds unity in a l l  the f i v e  States (Table IV .5 ).  The 
highest p rog ress iv ity  in  tax ra tes  i s  witnessed in  Kar­
nataka (2 .16 ) fo llowed  by Kerala (2 .1 5 ),  Assam (2 .0 7 ),  
West Bengal ( 2 .03) and Tamil Nadu (1 .8 9 ).

TABLE IV .5

Degree o f  Progression o f  Ag r icu ltu ra l Income Tax
( Non-tea sector )

St at e ^ Degree o f  tax progression

Assam 2.07
Karnataka 2.16
Kera la 2.15
Tamil Nadu ' 1.89
West Bengal 2.03

4.3.10 The main reason fo r  the lower p rog ress iv ity  in  
Assam than in Kerala and Karnataka i s  that the tax ra te  
at h igher income le v e ls  is  h igher in  Kera la and the ra te  
at lower Income le v e ls  i s  lower in Karnataka than those 
in  Assam. As has been pointed out in the previous 
paragraph, the above measure o f  tax progression i s  based
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on statutory rates; and so it does not indicate the 

degree of progression in the actual tax paid. A number 

of deductions are allowed in determining taxable income 

and a good part of income earned escapes taxation 

legally. Once we take these factors into account, the 

effective rate, i .e . ,  the actual tax paid as per cent 

of total income is much less than the statutory rate.

For want of data, we have not been able to compute the 

effective rates in the different States.

4. Taxation of Tea Income

4.4 .1  In so far as income from tea is concerned, only 

a portion of it is taken to be agricultural income under 

the agricultural income tax in Assam. Agricultural 

income derived from land by the cultivation of tea means 

that portion of income derived from the cultivation, 

manufacture and sale of tea as is defined to be agri­

cultural income for the purposes of the enactments 

relating to Indian income tax. Income from tea is a 

mixed income which is derived from agricultural opera­

tions and manufacturing. Only the first part is taxable 

under the Agricultural Income Tax Act, Of the total 

income, 60 per cent is treated as agricultural income 

and is subjected to the agricultural income tax; the 

rest is treated as manufacturing income and is taxed 

under the Indian Income Tax Act,

4 .4 .2  The companies submit in the prescribed manner 

the return of their agricultural incomes which are 

equal to 60 per cent of the total computed incomes, 

alongwith a certificate of the total computed incomes 

from the Income Tax Department. In computing taxable 

income the Income Tax Department allows a number of
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deductions for costs of cultivation etc. The principal 

Seductions are: (i) the sum actually paid as a revenue 

to the Government, or local bodies in the previous year,

(ii) interest on loans, (iii) expenses on cultivation, 

maintenance of irrigation works and current repairs, (iv) 

depreciation of fixed asset, (v) bonus or commission,

(vi) expenditure on insurance against loss or damage,

(vii) amounts actually spent for charitable purposes.

While submitting the return, the assecsee can deduct,

in addition, other allowances authorised by the Act, which 

have not already been allowed for by the Income Tax 

Department. In respect of assessment, revision, appeal, 

payment of the tax and fines and penalties, the same 

provisions are applicable to tea assessees as are for 

individual assessees.

Rate structure

4 .4 .3  In the case of companies, unlike corporation 

income tax, the agricultural income tax is levied on a more 

progressive basis in all the States except in Tamil 

N a d u  where a single rate of 55 per cent is charged. In 

Assam, the present rates vary between 52 per cent and

70 per cent and no separate rate exists for foreign 

companies. On the other hand, separate rates exist for 

domestic and foreign companies in Kerala and West Bengal. 

In Kerala, the rates vary between 45 per cent and 65 per 

cent in the case of domestic companies, whereas,foreign, 

companies are taxed at a single rate of 85 per cent. In 

West Bengal, there are two distinct rates of 65 per cent 

and 75 per cent on total income, for domestic companies 

and a single rate of 80 per cent for foreign companies.
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4 .4 .4  The tax rates have been revised upward in Assam 

from time to tine. In 1964--65, the tax rate of 55 per 

cent applicable to income falling between Re.1 lakh and 

R; .2 lakh on the total o f the whole income was raised 

to 57 per cent and the tax rate o f  57 per cent appli­

cable to the income above R e.2 lakh on the total of the 

whole income to 60 per eent. Tax r'ates were revised 

upward for all the levels of income in 1971-72 and again 

in 1977-78 (Table IV .6).

5. Operations of the Tax

4.5 .1  In the preceding paragraphs, as the discussions 

mainly related to the definition of agricultural incomes, 

exemptions, permissible deductions and rate structures 

applicable to individual and company assessees, the two 

groups of assessees were treated separately. However,

in the succeeding paragraphs, which concentrate on the 

actual operations of the tax, the two groups of assessees 

will be treated together, partly because separate 

information is not available for the two groups of 

assessees, and partly because there are several common 

elements.

Submission of return

4 .5 .2  Every person, who is liable to be assessed to 

the agricultural income tax during the previous year, 

has to furnish before the 30th day of December of the 

relevant financial year, a return of his agricultural 

income in the prescribed form and verified in the pre­

scribed manner. However, on application, the superinten­

dent of taxes or the agricultural income tax officer
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TABLE IV .6

Eaten of "Agricultural Income Tax for Oojfap&nies

__ ■ ;______ ;__________________ ;__________________ ' (Faise per rupee)

'■ ;t * 66̂ -67 to. 70-71 to
19 60- 61 61-62 62 - 63 63-64 64-65 65-66 69^70; 76-77 77-78

A. The total

income

j O f» Q JT| Q Of'
’■j'dch -7 0 ec 
not exceed

1 iKkh ■;
on t h e ;total 
of the whole 
.income

Rs. 1 1'ikih—
lakh on . 

the to tr . l  ; >
o f  the vihole. 
income .- -i

-1/.1

38

0. Above r’s>2 lajch- 
on the 'total - 
of the whole;. 
income -

34 41 45 45 45 45

38 50 55

57

57

60

>7 57

60 60

47

62

52

65

70

Before 1963-64? the income category '1 lakh - 2 lakh' -was 
defined-as *i lakh and ab'ove. * S’
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(hereinafter referred, to as assessing officer) may, at 

his discretion, extend the date of furnishing the return 

upto a period not beyond the 28th day of February of 

the financial year and a simple interest at the rate o;'

6 per cent per annum would be payable, from the 1st 

of October of the relevant financial year to the date 

of furnishing the return as extended, on the amount of 

agricultural income tax payable as finally assessed, 

reduced by the advance tax, if  any, paid.

Provisional and final assessment

4 .5 .3  The assessing officer, after the receipt of 

a return, proceeds to make, in a summary manner, a pro­

visional assessment of tax payable by tne asseasee on 

the basis of his return and the accounts and doouments, 

if  any, accompanying it. If  the assessing officer is 

satisfied that the return is correct and complete, he 

shall assess the total agricultural income of tne assessee 

and determine the sum payable by him on the basis of such 

return. If  the return made is incorrect or imeomplete, 

he will serve on the person a notice requiring him 

either to attend at his office, or to produce any evi­

dence in support of the return. The assessing officer 

then assesses the total agricultural income of the 

assessee and determines the sum payable by him. Once 

the assessment is finally done, the assessing officer
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cannot ask for the production of any accounts’ relating 

to a period more than 3 years prior tc the previous year. 

If  the assessee f a i l s  to make a return, or having filed 

the return fails to comply with a l l  terms of the notice 

issued or to produce any evidence required, the assess­

ing officer w i l l  make th^ assessment to the best of his 

judgement, and determine the tax  payable.

Appeal against as s e e ioHient
4 . 5.4 iiny asses see, who ob jects  to the amount o f . income 

or the amount of tax determined by the assessing officer 

or any order passed against him, may appeal to the assis­

tant commissioner of taxes against the assessment or 

against such order. In disposing of such appeals, the 

assistant commissioner of taxes may, in the case of an 

order of assessment, (i) confirm, reduce, enhance or annul 

the assessment, and (ii) set aside the assessment and 

direct the assessing officer to make a fresh assessment, 

and in the case of an order, cancel or vary such order.

Any assessee objecting to above orders may appeal to the 

Board of Revenue within 60 days.

Revision by commissioner

4 .5 .5  The commissioner may call for and examine the 

record of any proceeding, and, if he considers that any 

order passed by any authority other than him is erroneous 

and prejudicial to the revenue, he may modify the order, 

and will serve a fresh one, enhancing or modifying the 

assessment, or cancel the assessment and direct a fresh 

assessment. In the case of a petition for revision by an 

assessee, the petition must be made within 90 days.

Provision of fines and penalty

4 .5 .6  If  any person fails, without reasonable cause or 

excuse, to furnish in due time any of the returns, '

he will be punishable with fine, which may extend to
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Rs.5 per day during which the default continues. If 

the demand in respect of any dues is not paid on or 

before the date specified, the assesses will be deemed 

to be in default. Where an assessee is in default, 

the assessing officer may, in his discretion, direct 

that in addition'to the amount due, a sun not exceed­

ing that amount shall be recovered from the defaulter 

by way cf penalty.

Concealment of income

4 .5 .7  If  the assessing officer or the assistant 

commissioner of taxes or the deputy commissioner of 

taxes or the commissioner of taxes is satisfied that 

an assessee (i) has without reasonable cause failed 

to furnish the return of his total income which he was 

required to furnish, or has without reasonable cause 

failed to furnish it within the time allowed, or (ii) 

has concealed the particulars of his income, or has 

deliberately furnished inaccurate particulars relating 

to his income and has thereby returned it below its 

real amount, he may direct that the assessee will have 

to pay by way of penalty, in addition to the amount 

of the agricultural income tax payable by him, a sum 

riot exceeding that amount and in the case (ii) referred 

above, in addition to any tax paid by him, a sum not 

exceeding the amount of agricultural income tax which 

would have been avoided if the income so returned by 

him had been accepted as the correct income. However, 

no penalty for failure to furnish the return of his 

total agricultural income will be imposed on an assessee 

whose total agricultural income is less than Rs.8,000.
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4 .5 .3  If , for any reason, any agricultural income 

chargeable to agricultural income tax has escaped 

assessment for any financial year, or has been assessed 

at too low a rate, the assessing officer may, at the 

end of that financial year, serve a notice on the person 

and may proceed to assess or re-assess such income.

Methods of tax payment, refund and remission

4 .5 .9  Before any assessee furnishes the return, he 

has to pay into a Government treasury the full amount 

of the tax due from him and has to furnish, alongwith 

the return, a receipt from the treasury in token, of 

payment of such tax. Where a revised return is sub­

mitted by an assessee and if  the revised return shows 

a greater amount of tax to be due than was payable on 

the basis of the original return, the assessee must 

first pay the excess amount of tax and interest, if  

any, and should furnish alongwith the revised return 

the necessary receipt. In general, the tax is paid in 

cash through the treasury. However, the rules do provide 

for making payment through cheques. At least in Gauhati, 

the system of payment through cheque is very much in 

vogue and there seems to be no problem of bad cheques*

The only problem seems to be that the Taxation Depart­

ment feels that this would lead to extra work load for 

them arising from the time lag between the receipt of 

cheques and their encashment. Regarding the places where 

the amount of the tax can be deposited, it is written 

in the notice of demand that the assessee is required to 

p^- the amount of the tax to the treasury officer or 

sub^trSasury officer, agent of the State Bank of India 

or the Reserve Bank of India*
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4.5.10 The assessing officer is required to refund to 

an assessee any sum paid by that assessee in excess ',Z 

sum due from him either by cash payment or at the option 

of the assessees by set-off against the sum due from 

him in respect of any other assessment year. There is 

also a provision for remission of tax.

4.5.11 The State government for reasons to be recorded 

in writing may remit the whole or part of the amount of 

the tax, interest or penalty payable in respect of any 

year by any assessee who has suffered heavy loss due to 

any calamity.

Trends in the number of assessees

4.5 .12 As stated earlier, there are two groups of 

assessees, the first, the individual assessees including 

Hindu undivided families, firms, associations of persons; 

and the other, companies, particularly the tea companies 

in Assam. There is no definite trend in the increase in 

the number of assessees (Table IV .7). During the period 

1962-1966, the number of tea assessees -.fere around 430, 

otherwise, their number varied between 391 and 399. In 

the case of non-tea assessees, the number has declined 

from 547 to 412 during 1961-77. In terms of numbers, 

therefore, the two types of assessees are almost equally 

important but, as has been pointed out earlier, in terms 

of contribution, tne tea sector’s share is more than 99 

per cent of the revenue from the agricultural income tax. 

The average tax paid per assessee works out to be Rs.86.73 

in the case of individual assessees and Rs.3.3 .lakh in the 

case of tea companies. As regards the number of assessees 

according to income slabs, no information was available 

separately for individual and company acsessees in the 

Taxation Department. Similarly, from the available .
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TABLE IV. 7

w x ftOPCOOUt'O uiiUCx xmjuuic: x c:.û

Year Tea !Ton-t es TOTAjj

1 961-62 393 547 946
(42.18) (57.32)

1 962-63 431 436 867

1 963-64 430 386 81 6
1964-65 431 436 867

1965-66 431 434 865
(49.83) (50.17)

1966-67 391 270 661

1967-68 391 280 671

1968-69 391 394 785

1969-70 391 353 744

1970-71 391 353 744
(52.55) (47.45)

1 971 -72 391 360 751

1972-73 391 370 761

1973-74 394 373 767

1974-75 394 373 767

1975-76 394 392 786

1976-77 394 412 806
(48.88) (51.12)

Source: Same as for table IV. 1 .

Figures within parentheses indicate percentages
of total.
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data , it is difficult to s -y anytning regarding the 

contributions of different incone slabs to the total 

tax assessed and to tne total tox collected.

Trends in institution and disposal of assessment 

oases Uid ad:-.jr.sion of revision petitions and 
disposal

4.5 .13 Available data indicate that the disposal of 

assessments has been very slow (Toole I Y .8 ) .  The number 

of casus pending, we ion was 3>179 at the beginning of 

1967-68, remained almost stationary, with 3» 106 cases 

pending at the end of 1976-77.. Of the total pending 

cases, more than 30 per cent are under tea (Table A .IV .1 ). 

On an average, 733 cases have been added each year, and 

741 cases have been disposed of during each of the years. 

Thus, the number of pending cases at the end of the year 

has remained almost stationary. There are only two 

assessment officers who undertake the assessment of the 

agricultural income tax. It, therefore, follows that

one officer has been disposing of on an average, 741 

cases per year.

4 .5 .14 Computations contained in table A .IV .3 show 

the year -wise breakup of the pending assessment cases.

In 1973-74, of the total number of cases (3 ,292), 1,181 

cases became pending during the same year. If we exclude 

these cases, because of their age being less than a 

year, of the remaining 2,111 cases with age greater than 

or equal to one year, roughly 9 per cent of the cases 

were pending for 5 years, 11 per cent for 4 years, 13 

per cent for 3 years, 16 per cent for 2 years and 17 per 

cent for one year. Similarly, in 1975—76, 10 per cent

of the cases were pending for 5 years, 12 per cent for
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TABLE IY.8

±22ende in Institution, Disposal and Balance of 

A.3r esnment Gases under A,gyicultural Income Tax

Oaaer: p e n d i n g  Oases added Cases disposed Oases pending
Year at the beginn­

ing of 'the year
during
year

1 967-68 31 79 671
1 - 68-69 3309 680
1969-70 3370 7/1.4
1 970-71 3271 751

1971-72 3335 761

1 972-73 3455 766
1973-74 3259 684
1 974-75 3292 684
1975-76 3343 786
1976-77 3346 806

e of during the at the end of 
______year ________the year

541 3309
61 9 3370
843 3271
687 3335
641 3455
962 3259
691 3292
633 5343
783 3346

1 046 3106

Sources Government of Assam, Taxation 
D ep artm ent, Gauhat i .
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4 years, 13 per cent for 3 years, 14 per cent for 2 

years, and 19 per cent for 1 year. • The same position 

is seen to hold good in all the years. Thus, it can 

he concluded that the cases with lower ages constitute 

the bulk of the total pending cases. However, as far 

as non-tea pending cases are concerned, the proportions 

have varied erratically.

4.5.15 There has been no consistent trend in revision 

petitions, admitted and disposed of. It can be observed 

that the number of cases of revision petitions, pending 

at the beginning of the year and those pending at the 

end of the year, have declined. The decline is mainly 

due to a rapid disposal of such cases during 1974-75, 

when out of the total of 79 cases, 25 were disposed of 

(Table IV .9).

Trends in the components of the total demand

4 .5 .16  Total demand consists of (i) the arrears at 

the beginning of the year, and (ii) the current demand 

during the year consisting of demand due to assessment 

by the Taxation Department and the tax demand due to 

self-assessment* The demand arising due to self-assess­

ment, is deposited in the treasury or in other collection 

centres, as advance payment of the tax. A part of the 

total existing tax demand is, either written off/remitted/ 

reduced or otherwise adjusted. These adjustments are 

required to take account of (i) accounts unrealisable

in the view of the Taxation Department, (ii) refunds of 

the tax arising later on due to excess payment, and

(iii) reduced tax demand due to revisions ar;<l appeals. 

Sometimes it also happens that the amount relating to 

one revenue head is assigned to another one. On final



Trends in Revision Petitions 

and Pending at. the End of the

TABLE

Admitted
Year Previous during

■j ending the year

1969-70 67 15

1970-71 77' 6

1 971-72 73 7

1 972-73 77 12

1 973-74 70 6

1974-75 70 9

1975-76 54 4

 ̂976-77 52 26

76  - 

IV. 9

i Cases Admitted, Disposed of 

Year under Agricultural Income Tax

Disposed Pending at
of during the end of
the year the year

5 77

10 73

3 77

6 83

6 70

25 54

6 52

9 69

Sources Same as for table IV .1.
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checking, the amount is  allocated, to  the actual tax 
head and adjustment3 are made fo r  tha t.

4 . 5-17  The analysis of assessne:;t data revea ls  that 
advance payment o f  the tax  a r is in g  on account o f  s e l f ­
assessment constitu tes  the hulk of the t o t a l  demand 
during a year (Table I V .10). I t  increased from 2.2 
per cent o f  the t o t a l  demand in  1971-72 to  91.2 per 
cent in  1976-77. The proportion o f arrears has gone 

down from 19 per cent in  1971"72 to  7.5  per cent in  
1976-77. The demand due to the assessments done by 
the assessing authority has d ra s t ic a l ly  gone down to

TABLE IV .10 

Components o f  T o ta l Demand

___________________________________( Rs. in  lakh)

Year .
T ot a l 
demand

Arrears 
at the 
beginning 
the year

Current demand
Assessment 
by the ass­
essing 
authority

S e l f  assess­
ment ( advanc e 
payment)

1971-72 775.91 147.70 610.94 17.27
(19.04) (78.74) (2 .23)

1972-73 480.91 115.58 135*33 230.00
(24.03) (28.14) (47.83)

1973-74 515.31 132,48 114.67 268.16
(25.71) (22.25) (52.04)

1974-75 635.96 136.82 96.02 403.12
(21.51) (15.10) (63.42)

1975-76 1399.38 . 147.00 97.72 1154.66
( 10. 50) (6 .98) ( 82. 52) .

1976-77 1865.71 ' 139.46 23.87 1702.38
(7.47) (1 .28) (91.25) .

Figures within parentheses Sources Sane as for
indicate percentages of total. table IV .8
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1.3 per cent o f  the t o t a l  demand in  1976-77 from 78.7 
per cent in  1971~72. The magnitude o f  w r itten  o f f/  
remitted/reduced or otherwise adjusted demand has also 
gone down from 49.9 per cent o f  the t o t a l  demand in  
1971-72 to  5.2 per cent in 1972-73 and 0.1 per cent 
in  1976-77 (Table I V . 11).

4.5.18 Table I V .11 ind icates  that the proportion o f  
t o t a l  demand c o l le c te d  in  the same year has increased.

TABLE I V . 11 
C o lle c t ion  out o f  T o ta l Demand

( Rs.in lakh)

T ota l 
Year _  demand

T o ta l ... . 
c o l le c t io n

Amount
w ritten  o ff/  
rem itted/re­
duced or 
otherwise 
adjusted

Arrears at 
the end o f  
the year

1971-72 775.90 272.82 387.50 115.58
(35.16) (49.94) (14.90)

1972-73 480.90 323.54 24.88 132.48
(67.28) (5 .17) (27.55)

1973-74 515.31 368.29 10.20 136.82
(71.47) (1-98) (26.55)

1974-75 635.97 468.00 20.97 147.00
(73.59) (3 .30) (23.11)

1975-76 1399.37 1259.91 — 139.46
(90.03) (0 .00) (9 .97 )

1976-77 1865.72 1743.93 1.48 120.31
(93.47) (0 .08) (6 .45)

Figures within parentheses indicate Source; Same as
percentages of total. for table

IV .8
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Tota l  G o l lec t ion  constitu ted  35.2 per cent o f  t o t a !  
deniand in  1971-72 and 93.5 per cent in 1976-77. This 
has gradually reduced the proportion o f  arrears at the 

end o f  the year from 27.5 per cent o f  the t o t a l  aeraand 
in  1972-73 to  6.5 per cent in 1976- 77.

4.5.19 Table IV. 12 indicates that the c o l le c t io n  out 

o f  arrears constitu ted  21.7 par o f  the t o t a l  arrearo ut 
the beginning 0:  the ye or in 1971 “ 72, and 28.2 j  ... cent 
in 1976-77. G o llec t ion  out o f  current demand formed

TABLE I V .12

C o lle c t ion  out o f  Arrears and Current Demand 
o f  A g r icu ltu ra l Income Tax:

( Rs. in. lakh)

Year

Arrears at 
the beginning 
o f  the year

C o llec t ion  
out o f  
arrears

Current 
demand dur­
ing the 
y-ear

G o llec t ion  
out o f  
current 
demand

1971-72 147.70 32.11 610.94 223.44
(21.74) (36.57)

1972-73 115.58 11.77 135.33 81.77
(10.28) (60.42)

1973-74 132.48 65.71 114.67 34.42
(49.59) ( 30.0 1 )

1974-75 136.82 53.30 96.02 11.58
(39.00) (12.05)

1975-76 147.00 35.52 97.72 69.73
(24.16) (71.35)

1976-77 139.46 39.39 23.87 2.16
(28.24) (9 .04)

Figures w ith in  parentheses in  
columns 3 and 5 ind icate  per­
centages o f  t o t a l  arrears and 
current demand re sp ec t iv e ly .

Source: Same as f o r  
tab le  IV .8
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36.6 per cent o f  the current demand , excluding advance

payment, in  1971-72 and 9-- per cont in 1976-77. Due

to  the re­apid growth in the c o l le e a i on on aocount o f
ad vance payment, the ro le  o f  current demand ar is in g  from
the assessments by t he assessing authority nas diminished
(Table I V . 13). The i? 0 VI2.1 i.f~j* t? XrV X 1oance o f  ad'vaneo paymen

■T/lBIE IV. 13
C o llec t ion  o f  A gr icu ltu ra l Income Tax

(Rs. in  lakh)

C o lle c t ion C o llec t ion
out o f out of. cur­ Advance To ta l

Year arrears rent demand payment c o l le c t io n

1971-72 32.11 223.44 17.27 272.82
(11.77) (81.90) (6 .33)

1972-73 11.77 81.77 230.00 323.54
(3 .64) (25.27) (71.09)

1973-74 65.71 34.42 ■ ■ 268.16 368.29
(17.84) (9 .35 ) (72.81)

1974-75 53.30 11.58 403.12 468.00
(11.39) (2 .47) (86.14)

1975-76 35.52 69.73 1154.66 1259.91
(2 .82) (5 .53) (91.65)

1976-77 39.39 2.16 1702.38 1743.93
(2 .25) (10.12) (97.62)

Figures w ith in parentheses in d ica te  Source: Same as fo r
percentages o f  t o t a l .  . tab le  IV .8.

has two advantages: ( i )  the assessment work becomes l ig h te r ,  
and ( i i )  the problems o f  recovery , a rrea rs*e tc . are mini­

mised.

Growth in  arrears
4.5.20 The amount o f  arrears have remained more or less  
s ta t ionary , re su lt in g  in a d ec lin ing  trend in  the ra t io  
o f  arrears to  c o l le c t io n  (Table IV .1&). Arrears
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constituted 48,8 per cent of collection in 1967*"68. The 

percentage increased to 69.2 in 1970“71• After this 

year, however, there was a gradual decline in the ratio

TABLE IV ,14 

Arrear Position of Agricultural Income Tax

Year
Arrears 
(Rs. lakh)

Arrears as per cent of revenue 
from agricultural income tax

1967-68 165 48.82

1970-71 148 69.16
1971-72 116 32.58

1972-73 132 35.58

1973^74 137 37.23
1974-75 147 31.41

1975-76 139 10.74

1976-77 147 8.43

of arrears to collections. If  the years 1975-76 and 

1976-77, in which the tax collections experienced a 

sudden spurt due to the abnormal rise in tea prices in 

the world market, are excluded, arrears can be said to 

constitute around one-third of collections. Assuming

10 per cent as the normal level of arrears, the problem 

of arrears can be said to be of a serious dimension in 

this tax*

Trends in arrear collections

4.5*21 The responsibility for the collection of arrears 

is that of the agricultural income tax officers. However, 

where an assessee is in default, the agricultural income
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tax officer may order that the arount due shall be 

recoverable as an arrear of land revenue and forward the 

matter to the collector. The collector or sub-divi­

sional officer at the district level, whosoever is given 

the work of realising the arrears, is known as the 

Bakiiai officer. Table IV ,15 indicates that the role 

of the agricultural incor.e tax officer is by far more

Tiffiiil IV. 15

Arrear Collections under Agricultural Incone Tax

(Rs. inlakh)

Collection by Collection
agricultural by Bakijai

Year income tax officers Total

1970-71 69.36 1.25 70.61
(98.23) (1.77)

1971-72 31.63 0.48 32.11
(98.51) (1.49)

1972-73 11.36 0.41 11.77
(96.52) (3.48)

1973-74 63.85 1.86 65.71
(97.17) (2.83)

1974-75 51.66 1.64 53.30
(96.92) (3.08)

1975-76 33.17 2.35 35.52
(93.38) (6.62)

1976-77 37.60 1.78 39.38
(95.48) (4.52)

Figures within parentheses indicate Sources Same as for
percent ages of total collection. table IV .8.
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important in collecting the arrears. More than 90 per 

cent (between 93 per cent and 98 per cent during 1970- 

71 to 1976-77) of tJ :ie total collect ion of arrears is done 

by agricultural income tax. officers.

4.5 .22 In 1974-75, the amount of arrears under appeals 

to the High Court and Supreme Court amounted to Rs.32 

lakh (21.8  per cent of thu total arrears) and those to 

assistant commissioner of taxe* (Appeal) amounted to 

Rs.41 lakh (27.9 per cent) (Table 17.16). Only a small 

amount of Rs.8 lakh (5.4 per cent) was involved under

TABLE 17.16 

Arrears Pending under Different Authorities

Amount as pc

Amount of ^oatage of

Authority arrears a?rearo
(Rs. lakh)

High Court and Supreme Court 32 21.77

Revision 8 5.44

Assistant yjmmission of taxes 41 27.89

Agricultural income tax officers44 29.93

Bakijai officers 22 14.97

TOTAL 147 100.00

Sources Same as for table IV .8 .

revision petitions. Arrears amounting to Rs.44 lakh 

and Rs.22 lakh (29.9 per cent and 15. per cent, res­

pectively of the total) were with the agricultural 

income tax officers and Bakijai officers. In effect,
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the role of the agricultural income tax officer is vital 

in collecting arrears of thi... 1 ,1.: and expediting tne 

pace of collection. In tniL connection, it is worth 

mentioning tne role of • ,perishe i . mt of taxes U'-eoovory) 

who was appointed in J...ns,ary, 1 j7o lor .:-aahati an an 

experiment;:! basis. rle loons sfxns tne work of recovery 

for all the t..nn:a. On t.,o lasts of in fori., at ions availa­

ble i n tne Taxation Dennrtr ent , is seems fiat tne exper­

iment of having a sip^rinteJi'.;.nn ci taxes -U^ecevery) nas 

been very successful. During 1976-77? the collection of 

arrears of all taxes under the Sanation Department has 

gone up to n.7.31 lakh as compared to tu.4 lakh in 1975-76 

wnen Bakijai of:icers were undertaking this work. Con­

sidering this achievement, there is a proposal to have 

a superintendent of taxes (.Recovery) in Sinsukia also. 

However, since only aggregate collection figures are 

available, it nas not been possible to find out now 

much the collection of arrears uiiaer the agricultural 

income tax has been speeded up 'result of the

appointment of tne special superintendent of taxes.

She- problem of tax evasion

4.5 .23  Sne problems of tax evasion in the case of the 

agricultural income tax should be analysed separately 

for individuals and companies. Individuals constitute 

the unorganised sector in tils rural sector and are 

scattered over a large area. They do not maintain 

proper accounts. Among non-company assessees, the firms 

and associations of persons do maintain accounts and 

taxation of their agricultural incomes is much less 

difficult. On the otner hand* it becomes relatively
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easy to bring tne organised company sector including 

tiie tea gardens into tiie tax net. Tnese companies 

'follow modern accounting systems because tneir incomes 

are assessed by tiie Central Income lax Department.

4 .5.24 Among the modes of ta:c evasion, tne most impor­

tant is tarougn tne under-reporting of income, To what 

extent this under-report ing is being practised is very 

difficult to estimate. aVen thou.h tiie prices of agri­

cultural produce and the magnitude of agricultural incomes 

have gone up, the assessed income per assessee might have 

continued to be tne same, i'nis statement, however, does 

not apply to assessed tea income. The abnormal rise in the 

world tea prices has been reflected in the growth of assess­

ed income and, correspondingly, a rise in the tax assessed 

and collected. Nevertheless, there could ytill be attempts 

at not revealing the full increase in incomes. Among tne

ways of evading the tax, an exaggeration in the reported 

amount of production expenses, including marketing expen­

ses, maintenance cnarges, etc., is important. The officials 

in tne Taxation Department agree that there is .extensive 

tax evasion tnrougn under-reporting of income, however, no 

estimate has been made by the Taxation Department. This 

is mainly because tiie department accepts the assessment 

made by the Central Income Tax department. Moreover, only 

two officers have been assigned to work on this tax^ They 

have neither the time nor the means of undertaking independent 

survey work.

Cost of tax collection

4.5.25 Cost of collection includes: mainly the salary

of the staff engaged in assessment, collection and super­

vision. This tax is administered by the Taxation Depart­

ment which also administers at the same time other
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taxes like the sales taxes, profession tax, taxes on 

passengers and goods, the entertain:unt tax and elect­

ricity duty. It is difficult t  ̂ ?,p.>.-»rtion common

TABLE IV. 17

Post of Gollection of A^ricul bural Î lcoiUAi Tax

Coll.action costs as percentage
Amount of r,;vOi'iuc- iror:; agricultural ■

Year (Rs. lakh) incor.:;e tox

1965-66 1.05 0.37

1970-71 0.85 0.39

1971-72 1.04 0.29

1972-73 1.01 0.27

1973-74 0.93 0.25

1974-75 1.01 0.22

1975-76 1 . 1 1 0.09

1976-77 1.44 0.08

expenses such as overheads rind no ad quarter expenses

among different taxes. The Taxation Department has not 

worked out separately the cost of collection for 

different taxes. Prom the Budget 'documents, however, 

one can get the expenditure on collecting different 

taxes for the years 1975_76 and 1976-77. For earlier 

years, corresponding figures are available in the 

Combined Finance and Revenue Accounts of Central and 

State Government. The costs of collection of the agri­

cultural income tax as given in the above mentioned 

sources are presented in table IV .17. They are seen to 

constitute quite a low proportion of the yield from
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this tax, 0 .4  per cunt In 1965~66 and 0.1 per cent in

1976-77. If we leave out the acto r:, a  years of 1975“

76 and 1976-7 7 , when tile yield iror. this tax went up 

tremendously due to a sudden spurt in world tea prices, 

the costs of collection of this tax may be said to. con­

st itue around 0.3  per cent of collections.

4 . 5*26 She low cost of collaction can bu ascribed to a 

small number of staff engaged in the work of the assess­

ment and collection of this tax, as well as, to the 

acceptance by the Taxation Department, of the assess­

ment of incomes of tea companies made by the Central 

Income Tax Department. It has been pointed out that 

there are only two agricultural income tax officers at 

the headquarters. At the lower levels of tax adminis­

tration, there are only tax inspectors who again are very 

few in number. Such a small staff could cope up with 

the problem of assessment and collection mainly because

(i) the amount collected comes mainly from the plan­

tation sector in respect of whicd the computation of 

income is done by the Central Income Tax Department, and

(ii) a sizeable amount of tax is collected by way of 

advance payment, and the staff more or less accepts this 

as the final payment done. It will be soen from table

IV .13 that in 1971~7 2 , of the total collection this tax

11 .8  per cent was collected out of arrears, 81.9 per 

cent out of current demand and only 6.3  per cent through 

advance payment. The corresponding figures for 1976-*

77 are 2.3 per cent, 0.1  per cent and 97.6  per cant.

Thus ,advance payment has become the major instrument 

of tax collection.
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6. Reforms Recommended

4.6.1 The agricultural income tax falling on non-tea 

assessees yields only around R3 . 34,000 year. With 

only two agricultural income tax officers, it is indeed • 

not possible to undertake a thorough checking of accounts 

and of assessing incomes in such a way as to ensure a 

minimum of avoidance and „vasion. On the otner hand, it 

may not be worthwhile to increase the number of officers 

and the cost of collection, because it is very doubtful 

that, as a result, there will be anything like a pro­

portionate increase in revenue. In the situation pre­

vailing in Assam, we feel that it is necessary to think 

of an alternative way of getting a proportionately 

larger contribution from the better off agriculturists 

rather than to continue to rely on the agricultural 

income tax.

4 .6 .2  In any case, it would seem that the existing

exemption limit of Rs.8,000/= is too low in the sense 

that the Government is only able to get a very meagre 

contribution from those whose incomes.are R s .2 ,000 to 

Rs.3*000 above this limit. Indeed, it would'be al­

together beneficial if the exemption limit could be 

raised to R s .15,000. • Then the Income Tax Department 

would have to deal with a small number of assessees 

and, therefore, could profitably concentrate on the 

bigger cases. It is likely that the bigger landlords 

and owners of orchards, etc., would have assessable 

income above R s .15,000. The ends of equity would be 

served if  the agricultural income tax could be retained 

and made to fall only on this group of agricultural 

income earners.
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4 .6 .3  We would suggest that the raising of the exemp­

tion limit for the agricultural income tax to Rs.15,000 

should be accompanied by the levy of a progressive sur­

charge on land revenue. Resettlement operations in 

regard to land revenue have been regularly taking place 

in Assam. This being so, the basic land revenue coll­

ection is being continuously rationalised. Therefore, 

the levy of a surcharge on the basis of land revenue 

could not be the subject to, the usual argument that it 

would tend to exaggerate the distortions already present, 

which may be true of States in which no resettlement 

operation has taken place for several decades. The 

existing 30 per cent surcharge may be merged with the 

proposed progressive surcharge. As we have not been 

asked to study the taxation of land in detail we have 

not gone into the question of the appropriate scale

of the surcharge. However, we know that land revenue 

as percentage of net SDP from agriculture amounted only 

to 0 ,5  per cent in 1975-76 and that land revenue tax 

per bigha of gross cropped area amounted to only Rs.0.97. 

This being so, there certainly seems to be case of ex­

tracting a larger contribution through the direct 

taxation of agriculture.

4 .6 .4  Since the agricultural income tax would continue 

to be levied on incomes above R s .15,000, it should be 

provided that the surcharge on laiid revenue would be 

given credit against the agricultural income tax paid

in those cases.

4 .6 .5  Raising the exemption limit from Rs.8,000 to 

R s .15,000 would require some restructuring of the 

existing rates of the agricultural income tax. The
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revised rate schedule may Toe as given below;

Income level 

(te.) (Per cent)
Hat e

1,00,001 - and above

15,001 - 20,000

20,001 -  25,000

25,001  -  50,000
50,001  -  75,000

75,001 - 1,00,000

0 - 15,000 0

20

30

40

50

60

70

4 .6 .6  A progressive rate structure is applied to the 

incomes of individuals on the ground that vertical equity 

as between rich and poor individuals requires proportion­

ately larger contributions from the former. Obviously, 

no such consideration applied to the incomes of companies 

which may be owned by rich as well as poor people and/or 

by a small number or a large number of shareholders. 

Therefore, corporations are usually taxed at a flat rate, 

although, some concession is often shown to small companies. 

Besides, there could be discrimination as between types 

of companies. We feel that it would be proper to tax in­

comes of tea companies at more or less flat rates, the 

level of the rates being dependent on the type of company 

taxed as under the Central Income Tax Act. Foreign
«  •

companies could be subject to the same rate of tax as 

provided for under the Ceiitral Income Tax Act for the 

non-agricultural income of such companies. As far as 

domestic companies are concerned it could be argued that 

the same rates as are provided for under the Central enact­

ment could not be applied because in the case o f ‘income 

from tea companies, it is not possible for the State gover­

nment to tax the dividends in the hand of the shareholders.
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There is, therefore, a case for a higher rate of tax 

to be applied to tne agricultural portion of the incone 

of tne tea companies than is applied, to tne non-agricul- 

tural portion. We would recommend tnat tne present rate of 

52 per cent for companies vdioee "t:'tal income" uoes not 

exceed hi. 1 lakh may "be retained and that as regards com­

panies v/hose "total incomes" are hi iier the genera]- rate 

of tax applicable to domestic corporations .under tne 

Central Income Tax plus a 10 per cent tax in lieu of 

the dividend tax may be prescribe.. Tills would mean tnat 

as at present the incomes of such companies would be taxed 

at 65 per cent and foreign companies be taxed as at Central, 

income tax. In order that there may be no loss in revenue 

in any given year, the switch over to the corporate tax 

structure may be made gx'adually. It is open to tne Gover­

nment to impose a surcharge on the basic corporate tax, if 

circumstances should arise, in which companies would be 

making abnormal profits.

4 .6 .7  Tne average price of tea in Assam has gone up sub­

stantially from ils.5 .93 per kilogram in 1973~74 to hi.9 .84 

in 1975~76, and further to Rs.11.5 in 1976-77 (Table A .IV .4). 

According to calculations made by the Taxation Department, 

the aggregate income of company assessees has gone up by 

about 65 per cent as a result of this spurt in the tea 

prices in the world. On the other hand, according to one 

calculation made by the same department, the incidence of 

Central and State taxes on production and income of tea 

companies comes to only io.1.83 per kilogram. In addition, 

the general sales tax or Central sales tax is payable.

Even taking the later into account, it cannot be said that 

the total incidence of various taxes falling on tne tea 

industry is very high at present (Table A .IV .5). Should
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tea prices decline there would be a case for lowering 

of the average burden of the agricultural income tax 

on tea companies. This could be partly achieved by 

the switchover to the corporate tax structure. Mean­

while, it would be worthwhile for the Government to 

continuously keep under review the impact of the income 

tax on companies on the funds available for redevelop­

ment of old tea estates and the development of new 

ones.



Annexure to the Chapter XV

Explanations Relevant, to the Definition of 

the Agricultural Income in Assam

(i) Where land forming part of a permanently settled 

estate was acquired by the Government, who later con­

veyed the same to the municipal authorities after re­

covering from them a sum representing the capitalised 

value of the land, the land was freed from assessment 

of land revenue as completely as if there was no ass- 

epsr.irnt* Since the land is not assessed to land revenue, 

the income '.er.Lved therefrom is not considered to be 

agricultural income, (ii) If  the local rate is assessed 

and collected not by the officers of the Government but 

by the local authority, e .g ., a municipality, the income

from revenue-free agricultural lands in the municipa-
to, be ,

lity In not deemed/agricultural income although it may

be purely derived from agriculture, (iii) Malikana paid 

by Government to proprietors who were disposessed by 

Government is not taken'as the agricultural income, 

because the person entitled to its receipt derived from 

the statutory obligation of the Government to pay it. 

However, some types of malikana payable by the Govern­

ment to certain proprietors under certain conditions 

Q,-G lj- ciolo 1j O t ciXdtj ion under the Agricultural Income 

Tax Act. (iv) Annuities received by the owner of agri­

cultural land who sells land to a third party are not 

taxable under this Act. (v) JSalamies or premia received 

by landlords for settlement of waste lands or abandoned 

holdings for agricultural purposes, salamies or premia

ANNEXURE I V . 1



- 94 -

or fee, paid to a landlord for recognition of a trans­

fer of a holding from one tenant to another are income 

derived from land and assessable to the agricultural 

income tax. (vi) Mutation fee paid to a Zamindar by 

his tenants upon succeeding to occupancy holdings or 

tenures by inheritance fall within the definition of 

'agricultural incomer. So also the fee paid by the 

transferee of a tenure known as landlord's fee fall 

within the definition of agricultural income. The 

customary renewal fee by some landlords and sums re­

presenting customary excesses over such fee are agri­

cultural income, (vii) The compensation paid to an 

assessee for the use of the property of a tea estate 

did not partake the character of profits because busi­

ness not having been done by the assessee, no question 

of profits arose. The amount of compensation received 

by the assessee may not be revenue receipts and did 

not comprise any element of income, (viii) Income 

derived from toddy cultivation is agricultural income 

when it is received by the cultivator, whether owner 

or leased of the land on which the trees grow, but if  

the income is obtained by a person who has not pro­

duced the trees from which toddy is tapped or has not 

done any agricultural operation whereby trees are 

raised, it is not agricultural income, (ix) If  a mort­

gager receives rent from tenants, it is agricultural 

income in his hands. But it ceases to be such when he 

parts with it. Similarly, if  the mortgagee himself 

receives the rent, it is agricultural income in his 

hands and ceases to be such when he parts with it.

(x ) A dividend from a company having agricultural
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is intended to refer to the r-oveuue received by direct 

association with the l a n d  which ic ciied for agricultural 

purposes and n o t  by indirectly or'.ding i t  t o  cases where 

that revenue or part tnereof charges hanus eicher by way 

of distribution of dividends or otherwise. Any sum 

received by an assessee by way of d i v i d e n d  or profit as 

shareholder in a company shall ot be again assessed 

t o  agricultural income t a x  under the Act. (xi) The income 

from a process ordinarily employed by the cultivator 

is agricultural income if  two conditions are satisfied;

(a) the process to which the agricultural produce is 

subjected, should be one which is ordinarily employed 

by a cultivator; and (b) the said process should be 

employed in order to render the produce fit to be taken 

to market and not for any other purpose.
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Latest Rates of Agricultural Income Tax 
( Ass run )

AwKEXURE IV. 2

A. I21 the case of every individual, Hindu undivided or
Lon of persons (otherjoint far'dly, firm and other associ

them companies)

(a) on the first Rs.1 ,000 - Nil
of tot al income

(b) on the next Rs.2, 500 5 p
of tot al income

(c) on the next Rs.2, 500 9 ”
of total income

(d) on the next Rs.2, 500 14 "
of tot al income

(e) on the next Rs.2, 500 17 "
of tot al income

(f) on the next Rs.2, 500 21 "
of tot al income

(g) on the next Rs.5 9000 29 "
of tot al inc ome

(h) on the next Rs.30 ,000 - 33 ”
of tot al income

(i) on the next Rs.50 ,000 - 52 ”
of tot al inc ome

( J) on the next Rs.1, 00,000- 65 "
of tot al income

0 0 on the balance of - 70 "
total inc ome

;e in the rupee

B. In the case of every company;-

(a) The total income of - . 52
which does not exceed
Rs.1,00,000 on t he 
whole of total income

(b) The total income of - 65
which exceeds Rs.
1,00,000 but does not 
exceed R s .2 ,00,000 on 
the whole of total income

(c) The total income of - 70
which exceeds Rs .2 ,00,000,
on the whole of total income
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Provided alwnyo that

(i) no agricultural income tax shall be payable 
on a totr,l agricultural income which docs 
not exc e od Rs,8,000;

(ii) in respect of paragraph A, the agricultural 
'incone tax payable shall not exceed half 
the amount by which the total Agricultural 
Income exceeds Rs.8,000? and

(iii) in respect of paragraph B, the agricultural 
income tax payable shall not exceed the 
difference between the total. agricultural 
income and the following limits;-

(a) rupees forty-eight thousand increased 
■ by one per cent of the excess of the

total agricultural income over R s .1,00,000 
in the case of every company the 

total agricultural income of which 
exceeds R s .1,00,000 but does not exceed 
R s .2,00,000 * '

(b) rupees seventy thousand increased by 
two and half per cent of the excess 
of the total agricultural-income over 
Rs.2 ,0 0 ,0 0 0 . in the case of every company 
the total agricultural income of which 
exceeds Rs.2,00,000,
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Latest Rates of Agricultural Income Tax 
(Karnataka)

ANNEXURE IV .3

1. Where the total agricul­
tural income cL es not 
exceed Rs.8,000

2. Where the total agricul­
tural income exceeds 
Rs.8,000 but does not 
exceed R s .15,000

3. Where the total agricul­
tural income exceeds
Rs.15,000 but does not 
exceed Rs.20,000

4. Where the total agricul­
tural income exceeds 
Rs.20,000 but does not 
exceed Rs.25,000

5. Where the total agricul­
tural income exceeds 
Rs.25,000 but does not 
exceed Rs.30,000

6. Where the total agricul­
tural income exceeds 
Rs.30,000 but does not 
exceed Rs.35,000

7. Where the total agricul­
tural income exceeds 
Rs.35,000 but does not 
exceed Rs.50,000

8 . Where the total agricul­
tural income exceeds 
Rs.50,000 but doea not 
exceed Rs.75,000

Nil

12 per cent of the amount 
by which the total income 
exceeds Rs.8,000

Rs.840 plus 20 per cent 
of the amount by which 
the total income exceeds 
R s .15,000

R s .1,590 plus 20 per cent 
of the amount by which the 
total income exceeds 
Rs.20,000

Rs.2,590 plus 25 per cent 
of the amount by which the 
total income exceeds 
Rs.25,000

Rs.3,840 plus 30 per cent 
of the amount by which the 
total income exceeds 
Rs.30,000

Rs.5,340 plus 35 per cent 
of the amount by which the 
total income exceeds 
Rs.35,000

Rs .10,590 plus 40 per cent 
of the amount by which the 
total income exceeds 
Rs.50,000
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9. 'Where the total agricul- Rs.20,590 plus 45 per
tural income exceeds cent of the amount "by
Rs.75,000 Tout does not which the total income
exceed R s .1,00,000 exceeds Rs„75,000

10, Where the total agricul- Rs.31*840 plus 65 per
tural income exceed cent of the amount by
Rs.1,00,000 which the total income

exceeds R s .1,00,000

Provided that the agricultural income tax payable shall
not exceed the aggregate of -

(a) the agricultural income tax which would have been 
payable by the company if its total agricultural 
income had been Rs.3 lakh; and

(b) 80 per cent of the amount by which the total 
agricultural income exceeds Rs.3 lakh.

E. Where the total agricul- 65 per cent of the total
tural income exceeds agricultural income.
Rs.10 lakh.

Provided that the agricultural income tax payable
shall not exceed the aggregate of -

(a) The agricultural income tax which would have been 
payable by the company if its total agricultural 
income had been Rs.10 lakh; and

(b) 80 per cent of the amount by which the total 
agricultural income exceeds Rs.10 lakh.

(3) In the case of a foreign company 85 per cent of the 
total agricultural income.
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ANNEXURE IV. 4

Latest Rates of Agricu.ltur?..,l Income Tax 
( Kerala )

(1) In the case of a person otner than a company

Where the total agricultural 
income does not exceed 
Rs.8000

Where the total agricultural 
income exceeds Rs.8,000 but 
does not exceed R s .15,000

Where the total agricultural 
income exceeds R s .15,000 but 
does not exceed Rs .20,000

Where the total agricultural 
income exceeds Rs.20,000 but 
does not exceed Rs.25,000

Where the total agricultural 
income exceeds Rs.25,000 but 
does not exceed Rs.30,000

Where the total agricultural 
income exceeds Rs.30,000 but 
does not exceed Rs.50,000

Where the total agricultural 
income exceeds Rs.50,000 but 
does not exceed Rs.70,000

Where the total agricultural 
income exceeds Rs.70,000

Nil

17 per cent of the amount 
by which the total agri­
cultural income exceeds 
Rs.8,000

R s .1,190 plus 20 per cent 
of the amount by which the 
total agricultural income 
exceeds R s .15,000

Rs.2,190 plus 30 per cent 
of the amount by which the 
total agricultural income 
exceeds Rs.20,000

R s .3 ,690 plus 40 per cent 
of the amount by which the 
total agricultural income 
exceeds Rs.25,000

Rs.5,690 plus 50 per cent 
of the amount by which the 
total agricultural income 
exceeds Rs.30,000

R s .15,690 plus 60 per cent 
of the amount by which the 
total agricultural income 
exceeds Rs.50,000

Rs.27,690 plus 70 per cent 
of the amount by which the 
total agricultural income 
exceeds Rs.70,000



- 101 -

(2) In the case of o domestic compa

A. Where the total agricul­
tural income does not 
exc eed Rs.25,000

B. Where the total agricul­
tural income exceeds 
Rs.25,OGO but do<3s not 
exceed Rs.1,00,000

Provided that ti,.e agric al o L-ua.. .uluome •• uajs. auie 
shall not exceed the aggregate of s-

(a) the ,agricultoral income tax which would have 
been payable by the conpany if its total agri­
cultural income had been Rs.25,000; and

(b) 80 per cent of the amount by which the total 
agricultural income exceeds Rs.25,000.

C. Where the total agricul- 55 per cent of the
tural income exceeds total agricultural
Rs.1 lakh but does not income,
exc eed. Rs. 3,00,000

Provided that the agricultural income tax payable 
shall not exceed the aggregate of -

(a) the agricultural income tax which would have been 
payable by the company if its total agricultural 
income had been Rs.1 lakh and

(b) 80 per cent of the amount by which the total agri­
cultural income exceeds Rs.1 lakh.

D. Where the total agricul- 60 per cent of the
tural income exceeds Rs.3 total agricultural
lakhs but does not exceed income.
Rs.10 lakh.

43 pei" cent of the 
total agricultural 
inc ome

50 per cent of the 
total agricultural 
1noome
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AMEXtJRE IV .5

Latest Rates of iigricultural Income Tax 
TT ami 1' Nadu)

In the case of a person holding more than 10 sta­

ndard acres, tax is leviable on the total agricultural 

income, if  it exceeds the exempted limit of Rs.5$000 

at the rates specified below

Latest rates of agricultural income tax

1. On the first Rs.5,000 of total agricultural income- Nil

2. On the next Rs.5,000 of total agricultural income- 15
paise 
in the 
rupee

3.' On the next Rs.5,000 of tot ax agricultural income- 25
paise 
In the 
rupee

4. On the next Rs.5,000 of total agricultural income- 30
paise 
in the 
rupee

5. On the next Rs.5,000 of total agricultural income- 35
paise 
in the 
rupee

6. On the next R s .10,000 of total agricultural income- 45
paise 
in the 
rupee

7. On the next Rs. 15,000 of total agricultural income- 50
paise 
in the

' rupee
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8. On the balance ox total agricultural income- 55 paise
in the 
rupee

In the case of a company, agricultural incone tax 

is charged at the naxinuin of 55 paise in the rupee on 

the whole of the total agricultural income.
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ANNEXURE IV .6

est Rates cf Agr^-tltur:,1 Income f 
(WesiT J

A. (1) In the case of every ii! tividu.pl, Hindu undivided
family (other than a Hindu undivided family con­
sisting of 'brothers only) -

R cit

(a) On the first R s .1 ,500
of the total agricultural 
inc ome.

(b) On the next R s .3 ,500
of the total agricultural 
income.

(c) On the next Rs.5,000
of the total agricultural 
inc ome.

(d) On the next Rs.5»000
of the total agricultural 
inc ome.

(e) On the next Rs.5,000
of the total agricultural 
income.

(f) On the next Rs.5,000
of the total agricultural 
income.

(g) On the next Rs.5,000
of the total agricultural 
inc ome.

(h) On the next R s .10,000
of the total agricultural 
inc ome.

Nil

5 paise in the rupee

10 paise in the rupee

17 paise in the rupee

23 paise in the rupee

30 paise in the rupee

40 paise in the rupee

50 paise in the rupee

(i) On the balance of the
total agricultural income. 60 paise in the rupee
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(2) In the case of every Hindu undivided family which 
consists of brothers only -

(a) if  the share of a brother
is Rs .3 ,000 or less 2 paise in the rupee

(b) if  the share of a brother The average rate appli-
exceeds Rs.3,000 cable to the share of

such brother if he were 
assessed as an individual

Explanation - £or the purpose of this Schedule -

(i) "brother" includes the son, and the son of 
a son of a brother and the widow of a 
brother;

(ii) "share of a brother" means the portion of 
the total agricultural income of a Hindu 
undivided family which would have been 
allotted to a brother if  a partition of the 
property of such family had been made on 
the last day of the previous year;

(iii) "average rate" means the amount of agricul­
tural income-tax payable by an individual on 
his total agricultural income divided by the 
amount of such total agricultural income.

B. In the case of every domestic company, firm or 
other association of persons -

(a) in a case where the total 
agricultural income does
not exceed Rs. 1,00,000 65 paiise in the rupee

(b) in a case where the total 
agricultural income
exceeds R s .1,00,000 75 paise in the rupee

0. In the case of a foreign company -

On the whole of the 
total agricultural
income 80 paise in the rupee



V. SALES TAXES i ANALYSIS 01' STitUGTUilE

5.0.1 Assam is among the first few States which intro­

duced sales taxation in the country soon after the en­

actment of the Government of India Act, 1935* The first 

attempt in this direction was to levy a sales tax on 

motor spirit in 1939. Since then the coverage, the scope 

and the structure of sales tax system in the State has 

undergone perceptible changes through amendments to the 

initial legislation as well as the introduction of new 

legislation.

1. The Evolution

5.1.1 Chronologically, after the introduction of the 

sales tax on motor spirit in 1939 the following major 

sales tax acts were enacted; Assam Sales Tax Act in 

1947s Assam Sales of Petroleum Products including Motor 

Spirit and Lubricants Tax Act in 1950, Assam Finance 

Sales Tax Act in 1956, the Additional Duties of Excise 

(Goods of Special Importance) Act in 1957» and Assam 

Purchase Tax Act in 1967. Besides, the Central Sales 

Tax Act of 1956 was also applied to Assam. The sales 

tax system of Assam, like those of other States can, 

thus, be classified into two categories: one comprising 

the Central sales tax, and the law empowering additional 

excise duties; and the other consisting of State sales 

taxes governed through the four different enactments.

Assam Sales Tax (AST)

5 .1 .2  The Assam Sales Tax Act was introduced to levy 

a general sales tax at the last point effective from 

December 24, 1947. Initially, it covered dealers
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having a turnover exceeding R s .10,000. The turnover 

exemption level was reduced to Rs.7,500 from April*1950, 

but was raised to Rs.12,000 in 1954. It has remained at 

that level ever since. The goodr under the Act were 

classified into two categories. The general goods were 

taxed at the rate of six pies in a rupee (approximately 

6.35 per cent) and luxury goods were taxed at the rate 

of nine pies in a rupee (9.4 per cent approximately).

The latter rate was raised to one anna in the rupee (12 

per cent approximately) effective from April 1, 1949.

The rate of tax on cigarettes, cigars and tobacco, when 

sold in sealed containers was raised in 1954-55. Some
9

institutional activities, such as production of cottage 

industries, were granted exemption. Goods sold by 

Defence Service Installations were also exempted. Owing 

to the enactment of the Central Sales Tax Act, the State
r

was restrained from levying a tax of its own on sales 

causing movement of goods in inter-State trade or in 

the import or export of goods. In 1957 the rates of tax 

on declared goods, luxury' goods and other goods were 

raised to 2 per cent, 7 per cent and 4 per cent, respect­

ively. In pursuance of the decision taken at the Finance 

Ministers Conference held in February, 1963, the rate of 

tax on luxury goods was further raised to 10 per cent with 

effect from April 1, 1963. The general rate was enhanced 

from 4 to 5 per cent in 1964. The rate changes were 

effected both for raising resources as well as for bring­

ing a greater degree of uniformity in the rates of taxes 

in the neighbouring States.

Assam Finance Sales Tax (AFST)

5 .1 .3  The Assam Finance Sales Tax was a first point
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levy on a few coKBioditios levied with effect from July 

1 , 1956. The commodities wer.: (i ; cigarettes, cigars 

aiia smoking tobacco in e-jaded containers, (ii) sugar

(iii) matches' and (iv) bidi and finished tobacco used . 

in the manufacture of bidi. Tne rates of tax on those 

goods were 10, 4, 4 anu 7 par cant, respectively. Just 

Ixke 0he ooiiwr o-ja0  ̂ s-.-j■ - a. a-i-̂u a-dop-oea u.na .Lix*st 0c;int 

tax to check evasion and tc collect the tax conveniently 

at the time of import or nanaf30ture. Coverage of the 

tax was 'changed initially because of imposition of addi­

tional excise duties on cigarettes, cigars, smoking 

tobacco and sugar in 1957 and subsequently by bringing 

new items such as bicycles, vegetable ghee, cement and 

paints under the Act from April 1, 1958. The tax rate 

on the general category was 4 per cent, but on luxury 

goods it was raised from 7 to 10 per cent in 1963 as 

under AST. A number of other changes were introduced 

in 1964* including the increase in the rates on many 

commodities. Coal, coke and coal gas were brought 'under 

the purview of AFST and a tax at the rate of 2 per cent 

was levied on them.. Articles of elect opiated nickel, 

silver or german silver goods, perambulators, carpets, 

foam products, etc., were subjected to tax at the higher 

rate of 10 per cent. Thus, in regard to AFST there have 

been changes both in the rates of tax as well as in the 

coverage.

Tax on petroleum products

5 .1 .4  The tax on motor spirit and lubricants was first 

levied in 1939 when the coverage was limited to a small 

number of commodities. It was a last point tax with a 

very low rate of tax. Since then changes have been
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made. Not only the coverage has been broadened, but 

also the rate of tax has been enhanced. Even the ori­

ginal Act of 1938 has been substituted by a new enactment 

called the Assam (Sales of Petroleum and Petroleum Pro­

ducts including Motor Spirit end Lubricants) Taxation 

Act, 1955. The incidence of the tax was raised under 

the new Act. The rate of tax on motor spirit was raised 

from 3 to 5 annas per gallon on diesel oil from annas 

to 3 annas and on lubricants from 4 to 6 annas. The tax 

was applied to crude oil at the rate of one paisa per 

litre effective from April 1, 1960. The tax on petrol 

(motor spirit) was in course of time raised from 7 paise 

to 8 paise per litre and the rate on diesel from 5 to 

7 paise per litre. Petroleum coke, petroleum goods and 

other derivatives were taxed in April, 1959.

Purchase tax

5.-1.5 Like many other States, Assam also levies a 

purchase tax on some commodities through the Assam Pur­

chase Tax Act, 1957. This tax, imposed on purchases from 

the point of administrative expediency, is being levied 

on paddy, raw jute, hides and skins and bones. As there 

are only a few mills buying and using jute and hides.and 

skins as raw materials and as the marketing of paddy in 

the State has been regulated through the State Federation 

of Marketing Cooperatives and the Food Corporation of 

India, levy of a purchase tax on these goods has been 

found more convenient than to levy of a sales tax.

2. Fiscal Importance

5.2.1 Though of comparatively recent origin, sales taxes 

have come to occupy a very important place in the fiscal
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structure of the States. They heve 'beeor.e the most 

important source of revenue in the budgets of the States.

In. most of the States, as shown in Ohr-pter II , it ranks 

as the largest single source of revenue and enjoys pride 

of place as the mainstay of States' finances, yielding 

up to the extent of 60 per cent of States' own tax reve­

nue in many cases.

5 .2 .2  In Assam, the receipts from sales taxes increa­

sed from Rs.251 lakh in 1960-61 to R s .2 ,197 lakh in.

1976-77 (Table A.V.1)* Alongwith the tremendous growth 

in absolute terms, the relative importance of the tax 

has also increased over the. years. Its contribution to 

total tax revenue has increased from 15 per cent in 1960- 

61 to 33 per cent in 1976-77.

5 .2 .3  During the period 1960-61 to 1976-77 sales ‘tax 

revenue increased at a compound rate of 15 per cent per 

annum. During the same period, the growth of tax revenue 

excluding sales taxes was of the order of 5.6 per cent 

per annum. These percentages clearly demonstrate the 

growing ii:portance of sales tax revenue in comparison 

with other sources of tax; revenue. Nevertheless, the 

rate of growth of sales tax revenue in Assam has been low 

as compared to growth of this ir.port ant source of revenue 

in other States. The rate of growth of this tax in 

Assam, as shown in chapter II , has been the lowest among 

all the States excepting Bihar and West Bengal. This calls 

for a scrutiny of the causes responsible for such a 

phenomenon.

5 .2 .4  For examining the factors responsible for the 

low rate of growth, it is essential to take note of the
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different component?: of sales taxes. Figures presented 

in table V„1 show that whereas the chare of AST has de­

clined iron 53 per cent in 1960-61 to 10 per cent in 

1976-77, the share of APST has increased from 7 per cent 

to 41 per cent during the same period. This decline in 

the share of AST rand increase in the share of Al'bT is not 

a true reflection of the trend in the revenue of either 

of tne taxes, because the coverage of these two taxes 

has changed over the years, various commodities being 

shifted from one to the other fror: time to time. In view 

of this historical inter-dependence of the bases, ve could 

analyse the trend of the two together. It is seen from 

table V.1 that the combined share of these taxes has de­

clined from 60 per cent in 1960-61 to 51 per cent in 1976— 

77. Thus, the yield of these two "general" taxes did not 

grow proportionately with the increase in the yield of 

other sales taxes. It is noteworthy that Assam derives 

cnly 51 per cent of its sales tax revenue from what may 

be called the general sales tax.

5 .2 .5  AST and AFST denote the last and the first point 

taxes, respectively. Changes in the bases of these taxes 

thus reflect a shift in the emphasis of the State on 

revenue collection through the two different points of 

levy. Whereas the State collected more than 50 per cent 

of the revenue in 1960-61 from the last point tax, the 

yield from it has come down to a meagre 10 per cent of 

the total yield of sales taxes in 1976-77. On the con­

trary, the share of the first point sales tax has in­

creased from 7 per cent to 41 per cent during the same 

period. This shift may be partly explained by the di­

fferent elasticities of taxes on different commodities, 

but is mainly due to the shift of commodities from the
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TABLE V. 1
Revenue from Sales Tax according to Different Acts

Year A . S . T . 

(1)

A* Fo S # T • 

(2)

Total 

(1 + 2)

Purchase 
tax

(3)

M .S .T .

(4)

C .S .T .

(5)

TOTAL 

( 1+2+3+4+5)

19 60-61 13 2 .89 17 .11 150 .00 100 .92 5 .38 256 .30
( 51.85) (6 .68 ) (58 .53 ) (39 .38 ) (2 .10 )

lStf'-C-.. 13 5 .66 2 2 1 .0 6 356 .72 3 67. 53 58.32 7 82 .5 7
(1 7 .3  4) (2 8 .2 5 ) (45 .  59) (46 .96 ) (7 .45 )

1970-7 1 9 5 . 7 2 49 1. 01 586.73 __ 547 .0  5 6 3 . 1 6 1 196 .94
( 8 . 0 0 ) (41 .,02) (49 .02) (45 .70 ) (5 .28 )

1971-72 1 0 7 . 22 5 4 7 . 2  2 654 .44 1 .4 8 571 .62 76 .71 1 30 4 .2 5
( 8 . 2 2 ) (4 1 .9 6 ) (50 .18) (0 .11 ) (43 .83 ) ( 5 .88 )

197 2-7 3 1 3 1 . 0 6 6 2 8 . 0 6 7 59.12 14. 43 539. 67 132 .08 1445 .30
(9 .07 ) ( 4 3 . 4  6) ( 52. 52) (1 .00 ) (37 .34 ) (9 .14 )

1973-7 4 1 4 1 . 62 7 2 8 . 3 1 869 .93 4 7 .4 8 579„90 169 .91 1 667 .18
(8 .49 ) (4 3 .6 9 ) ( 52.18) (2 .85 ) (34 .78 ) (10 .19 )

1974-7 5 167 .78 8 5 1 .9 8 1019 .76 51. 54 632.79 437 .39 2 14 1 .4 8
(7 .83 ) ( 3 9 .7 8 ) (47 .62 ) (2 .41 ) (29 .55 ) (20 .42)

197 5-7 6 218 .86 1 1 1 8 .1 5 1337.01 91.  61 657 .25 690 .25 2 77 6 .4 4
(7 .88 ) (4 0 .2 7 ) (48.  16) (3 .30 ) (23 .67 ) (24 .87)

1976-77 29 5. 67 1 1 9 6 .7 5 1492 .42 95 .07 69 2. 2 6 637 .02 2916 .77
(10 .14) (4 1 .0 3 ) (51 .17) ( 3 .2  6) (23 .73 ) (21 .84)

Annuel rate

of growth 15 .00 11 .10 30. 65

F ig u res  within parentheses indicate percentage of total sales tax revenue.
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last point to thy first point levy.

5 .2 .6  The revenue fro3:1 the sulo-i. ‘.ax on petroleum pro­

ducts and lubricants (ilST) has oliov̂ n a trend similar to 

that of the combined revenue f 1 om /V?T and APST. As in 

the case of the latter, the revenue from the former has 

increased substantially in absoU.t terms but its share 

in total sales tax revenue has iee-ined from -1-0 pel cent 

to 24 per cent during the period.

5 .2 .7  The Central sales tax (GST) has recorded a very 

high rate of growth. Whereas, its yield was Rs.5 lakh in 

1960-61, the revenue rose to Rs.637 lakh in 1976-77. This, 

therefore, recorded a 30 per cent rate of growth per annum 

over the period but there was no steady growth of this 

magnitude from year to year. Such a high period rate of 

growth is attributable to a special factor. The produc­

tion of crude oil by Oil India Limited increased from the 

year 1962-63. The company had been despatching a large 

part of its output to the Indian Oil Company refinery at 

Barauni in Bihar, but initially no CST was paid by the 

Indian Oil Company on those despatches or sales, however, 

in 1974-75 on an appeal by State of Assam, the Supreme 

Court gave the verdict in favour- of the State. This 

judgement, therefore, led to an increase in the revenue 

from CST on crude in the year 1974-75. Earlier, in the 

year 1972-73, the exemption which had been given in res-

p2ct of some petroleum products since 1966-67 was with­

drawn. Thus, the tax was levied on all those commodities 

which were hitherto exempted causing an increase in 

revenue from the year 1972-73 onwards.

5 .2 .8  An adequate analysis of the impact of sales tax 

on the economy and a judgement of the efficiency with
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which tax is being collected are possible only if one could 

study the commodity composition of taxable turnover and tax

yield, unfortunately, reliable data giving tne break-down 

of tax yield or taxable turnover by rajor commodity groups 

are not available for the State. However, some infonration 

collected on a sample basis was xxdj avail-able by one Taxa­

tion Department. At the outset it xusc be pointed out that 

tiiis information, to tne best cf our knowledge, was not 

collected on a sy st emat ic samp It baois and, therefore, it 

is  subject to a large margin of error, i’iie analysis of 

commodity composition given below should, therefore, be 

taken to indicate only the broad magnitudes.

5 .2 .9  The information on the commodity composition of 

yield of State sales taxes given in table V.2 highlights 

the fact that the State is heavily dependent upon petro­

leum products. The revenue from these commodities is as 

high as 31 per cent in 1975-76-r  ̂ Another important revenue 

earner group consists of motor vehicles, motor cycles, 

scooters and batteries (revenue 14 per cent). Such a high 

proportion of revenue from these two groups suggest heavy 

reliance of the State government on the automobile industry. 

In terms of shares in the total sales tax revenue, the only 

other important groups are medicines and chemicals, hard­

ware and sanitary goods and declared goods. Each of the 

groups claims about 3.5 per cent yield. The commodities 

yielding revenue spre than 1 per cent but less than 2 per

1/ This is apart from the yield of the GST on crude oil. 
If the MSI and the GST on crude are taken together, 
the share in total sales tax revenue amounted to 36.5 
per cent in 1975-7 6 .
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SABLE Y.2

1 . H a r d w a r e  a n  2 s a n i t a r y  goo  ■ s 1 2 2 1 . 2 7 . 5  6 7 3 6 7 . 1 3 .  4 6

2 . T i n n e d  l o o  a n d  p r o v i s i o n I ’ l l 1 1 1 1 6 5 5 . 6 0 . 7 8

.r • C o s n a t i  r : c... a • 0  0 02 9 4 4 . 8 0 . 4 4

A  
' - 0 M e d i c i n e  a e O  c h e m i c a l s 3 0 . 7 . 1 1 8 1 9 5 . 3 3 . 8 4
cr

M o t o r  e i i i c l . e s ,  v-iotoreyole ,

s c o o t e r  b a t t e r i e s ,  e t c . 1 1 1 . 1 1 . 1 1 2 9 6 3 5 . 4 1 3 . 9 0

6 . C y c l e  a n d  c y c l e  n a r t s l / : . 0 ~ . 5 0 1 1 7 4 . 3 0 . 5 5

1 0 Radio , g r a m o r h o n e  o n d  i t s
1 6 9 6 . 2accessories 4 6 . 9 0 . 2 9 0 . 8 0

8 . Rea dyraa d e g a m  e nt s 4 3 2 . 1 2 . 6 8 12 1  6 . 2 0 . 5 7

9. Shoes and lea ther goods 2 5 . 6 o n  6 2 8 1  6 . 3 1 . 3 2

1 0 . H o s i e r y 5 4 7 . 0 3 . 3 9 1 0 8 0 . 3 0 . 5 1

11 . Turmeric, dry c h i l l i e s  and
spices 1 2 0 . 8 0 . 7 5 1 596o i 0.75

1 2 . Cement 35.9 0.22 1 620.4 0.76
13. Timber 180.0 1 .11 2526.9 1 .19
14. Glassware and crockery 17.4 0.11 81 6.8 0.38

15. Ghee 35.9 0.22 2 61 4.4 1 .23
1 6. Tea l e a f 694.0 4.30 1833,5 0.86
17. Washing soap and detergents 35.2 0.22 809.0 0.38
18. Manihary goods and s ta t ionery 257.5 1.60 1323.1 0.62
19. Iron and s te e l 52.6 0.33 2292.3 1 .08
20. G .I. sheets 1.5 0.01 1588.6 0.75
21 . E lec tr ic  goods 38.9 0.24 2416.4 1.13
22. Coal and coke 4.2 0.03 209,9 0.10
23. P la s t ic  goods 3.5 0.02 908.4 0.43
24. Paint and colour 5.0 0.03 2 612.3 1 .23
25. Onion 15.4 0.10 922.8 0.43
26. Foreign l iqu or .... - 1229.4 0.58
27, Furniture 16.1 0.10 71 8 .4 0.34
28. Declared goods 713.8 4.42 7533.3 3.53
29. P et r 01 euci p r0 duct s 10092. 0 62 . 51 65725.0 30.83
30. Paddy - - 3116.8 1 .46
~1 ✓ • • Jut e - - 6037.8 2.83
32. Hi des - - 6.1 Neg.
33. Other goods 1222. 0 7.57 48915.8 22.9

TOTAL 1 6143.5 100.00 213154.8 100.00
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cent are shoes and leather goods, electrical goods, gheo, 

timber, iron and steel, and paints ;nd colours. Herein 
it is import ant to note that a dace tantial civ in]: o f  revenue 

(23 per cent) has no break-up by commodities and is classi­

fied as "other goods". This leads as to suggest that tnere 

exists a great scope for d iv e r s i f ic a t io n  _>f revenue.

5.2.10 The buoyancy ox sales tax ryve .ue xn i-issam is not 

very high. Although the buoyancy ri seles taxes in the 

State is higher than that of a few neighbouring Sxatee, 

it is not high when compared to many other States. The 

buoyancy of the group of taxes is 1.56 in Assam as com­

pared to the higher buoyancies of 2.11, 2.19 and 1.89 in 

Karnataka, Rajasthan and Madhya Pradesh, respectively.

As regards the buoyancy of the different components of 

sales taxes, the GST is seen to be the most buoy tint tax.

We have explained the special factor causing a spurt in 

revenue from this source. The next buoyant tax is the 

MST. This high buoyancy may be attributed to several 

factors. Firstly, there has teen a rapid growth of con­

sumption of petroleum products partly duo to the presence 

of the Armed Forces within the territory of Assam. Second­

ly, in 1972-73» exemptions which had been previously 

granted in respect of several petroleum products were with­

drawn. Thirdly, the MST was used as an instrument of 

additional resource mobilisation to a substantial extent 

- the coverage was extended and several rates were re­

vised upward. lastly, there has been an increase in the 

output of crude which, when sold to the G-auhati refinery 

is subject to tax at the GST rate.

5.2.11 The income elasticity of total sales tax revenue 

in Assam is not high as compared to many other States.

It is of the order of 1.4, as compared to 1.6 in Bihar.
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Although, it is higher than in VJes: Bengal (1 .2 ) , it is 

nucn .Lower than in oL,.ier ox-Jj .. wxiere tiie elasticity

is of even higher magnitude. Kan,at aka has the maximum 

elasticity i . e . , 2. ■ The elasticity of the MST in Assam,
9

on the other hand, is high. It is the second highest 

among all the States, Uttar Pradesh1 s "being the highest 

(1.59 as compared to 1.40 in Assam).

3. Exemptions from. Sales Tax

5.3.1 As in other States, in Assam too, various exem­

ptions rare granted from the sales tax. The exemptions 

granted are of various types and are for various reasons. 

The exempted goods and activities can 'be classified under 

a few major heads.

5 .3 .2  First come goods which may "broadly "be considered 

as "basic necessities. These coir.odities are exempted, 

primarily on equity considerations. Exemption of commo­

dities consumed mainly by the people in the lower income 

groups serves to make the tax structure progressive. But 

all necessities are not exempted on this ground. For, 

that would deprive the Government of sizeable revenues. 

Hence only commodities which are crucial in the budgets 

of the lower income groups get exemption.

5 .3 .3  Most of the exemptions granted under the sales 

taxes in different States are for necessities. But 

there is no uniform policy and the practice differs from 

State to State. The details of such exemptions are 

presented in annexure I. It is seen that fish, vege­

tables, fresh fruits, meat, milk and other perishables 

such as buttermilk, curds, lassi and chakka are exempted 

by most States. Cereals and pulses are exempted by twelve



States, v iz ., Assam, G-uj arnt, Karnac r.-.i-za, Maharashtra, 

Manipur, Meghalaya, Ur^jland, Oriai-a, Punjab, Rajasthan, 

Uttar Pradesh and west I-engal. Other food items are 

exemptea by only a few States.

5 .3 .4  In Assam, the following food items are exempteds

(i) all cereals and pulnos including ail forma
of rice, except vixen odd  in sealed con­
tainer^

(ii) bread?

(iii) betelnuts;

(iv) fish, ghee (but not vegetable ghee), dahi,
butter, cream, casein, meat and vegetables 
(but no onion, garlic, spices and condi­
ments), except when sold in sealed con­
tainers ;

(v) flour, including atta, maida, suji and bran *

(vi) fresh fruits;

(vii) gur and molassos *

(viii) mustard oil, rape oil and mixtures of
mustard ana rape oil;

(ix) mustard seed .and rape seed?

(x) sago;

(xi) salt except when sold in. sealed containers;

(xii) water but not distilled, aerated or mineral
water when sold in bottles or sealed con- 
t ainers.

5 .3 .5  Secondly, exempt ions granted to another category 

of goods which may be considered necessities or essential 

goods in the sense that these are either necessary for 

health or essential for certain socially desirable acti­
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vities. It is not uncommon for State governments to exempt 

quite a few of such commodities from. 3ales taxation. In 

Assam the following categories and specific commodities 

are currently being exempteds

(i) books, periodicals and newspapers;

(ii) (a) anti-malaria drugs, v ia ., quinine in 
powder form, quinine pills (but not 
sugar coated), quinine alkaloids, salts 
of cinchona and its alkaloids, totaquina, 
cinchona fabrifuge and chloroquine group 
of drugs, e.g., nivaquine reschochin and 
comoquine, whether in solution or in 
powder or in tablet form, paludrine and 
daraprim;

(b) anti-kala-azar drugs, v iz ., urea sti- 
bamine and pentamidine isetliionate;

(c) vaccine, v ia ., small pox vaccine, cholera 
vaccine and T.A.B. vaccine ;

(iii) fire wood;

(iv) mathematical instruments for students*
9

(v) slates and slate pencils;

(vi) pencil, paper, blotting paper, ink, ,ink pot,
penholder, nib and eraser purchased for use
by students on production of a certificate
to that effect from the head of institution;

(vii) ■ scale, colour box, painting box, school map, 
exercise books and drawing books*

(viii) grass used as cattle fodder only.

(ix) leather cloth and inferior or imitation
leather cloth used in book binding;

(x) book binding cotton fabrics.

5 .3 .6  The third type of exemptions are granted for goods
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sold to, or by particular social or economic institutions 

or units. Such exemptions are intended to encourage eitiiei 

certain types of production in preference to others (for 

example, ghani oil in preference to machine oil), or cer­

tain institutions (for example, co-operative societies, 

khadi, village and small scale industries) in preference 

to others. In Assam such exemptions are as follows;

(i) Endi and Muga yarn .and cloth;

(ii) handspun cotton yarn;

(iii) handloom cloth woven out of handspun cotton 
yarn.

(iv) publications issued by the Publications
Division of the Government of India, Ministry 
of Information and Broadcasting 5

(v) ayurvedic, homoeopathic and unani medicines;

(vi) potteries when sold by producers co-opera­
tives on furnishing an annual certificate 
from the competent officer of the Go-opera­
tive Department to the effect that they 
continued to produce these goods by the labour 
of their own members without engaging any 
hired labour;

(vii) khadi and/or products of village industries 
as defined in the Khadi and Village Indust­
ries Commissions’ Act, 1956, when sold by a 
producer and/or organisation certified for the 
purpose by the Khadi and Village Industries 
Commission or the statutory State Khadi and 
Village Industries Board constituted under the 
Act of the State;

(viii) hand woven silk (Pat) cloth when produced and 
sold by Weavers' Co-operative Societies ;

(ix) Endi spinning and Muga-cum-Tossar twisting 
and reeling machine popularly known as 
Nidhiram type;
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(x) Pat idol sat >

(xi) article donated by nanufacturers and dealers 
as gift for the use by the Arned Forces on 
production of certiiicate from the local 
Station Commander cf fcho Arr:ed Forces or his 
authorised agent to the effect that the 
articles are donated at gifts for the use of 
the Arraed Forces;

(xii) paper used for printing text books approved 
by the text book committee, University and 
other educational authorities, e.g.. Higher 
Secondary Educational Board, on production 
of certificates.

5 .3 .7  Fourthly, there are exemptions granted in order to 

fulfil obligations arising from inter-State or inter­

national agreements. Under this category, Assam grants 

exemption from sales tax under the following conditions:

(i) when goods are exported to Bhutan, on
production of a certificate from the Commi­
ssioner, the Deputy Commissioner or the
S.D .O 's Sourthern Bhutan, at Sonbhog to the 
effect that goods are for export to Bhutan;

(ii) when goods are purchased by the Indian Aid 
Mission, Nepal, on production of a certifi­
cate from the Director, Indian Aid Mission, 
Nepal or his authorised agent to the effect 
that the goods are for use in Indian aided 
projects in Nepal; and

(iii )  when goods are exported to Sikkim, on pro­
duction of land customs receipt or certifi­
cate of the Government of Sikkim to the 
effect that the goods are meant for consum­
ption in that country.

5 .3 .8  Fifthly, in most States certain producer goods or 

inputs used in agriculture or by small scale industries

are exempted. Under this category, Assam exempts the 

following goods;



( i )  plough, plough points, spade ( Xcdali ) , 
s ick le s ,  klxorr>i. a* ,;, chants, ( f o r  d igg­
ing holes in the s o i l  and dao);

( i i )  chemical f e r t i l i z e r s  and tone neal;

( i i i )  spun s i lk  yarn (as distinguished from 
raw s i lk  and n o i l  y a r r ) ;

( i v )  o i l  cake.

In addition  to  the above, exempt ions arc g ra fted  also 
to  such ccmmodities as cotton , sugarcane sold oo sugar 

fa c to r ie s ,  rubberised sheets or synthetic waterproof 
fab r ics  whether s ing le  textured or double textu red , green 
tea  l e a f  and furnace o i l  when sold to  public u t i l i t y  under­
takings f o r  generation o f  e le c t r ic  energy in the State.

5 .3 .9  Lastly , there are some exemptions from sales taxa­
t io n  granted because the goods concerned are taxed under 
a d i f fe r e n t  statu te  by the St at o i t s e l f  or by the Union 
government through an agreement i/ith the States. Examples 
o f  those are e l e c t r i c a l  energy (subject to  e l e c t r i c i t y  
duty ), cotton t e x t i l e s ,  sugar and tobacco (subject to  
add it iona l excise duty).

4. Rate Structure

5.4.1 The ra te  structure o f  general sales taxes in  Assam 

is  f a i r l y  simple, as compared to  that in  severa l other 
S ta tes . I f  one leaves out the MST, then the number o f  ra tes  
amounts to  10, o f  which 3 rates r e la te  to  l iqu o r  and pre­
parations containing l iqu or .  Thus i t  might be said that 
there  are seven ra te  ca tegor ies  under general sales 
taxa tion  app licab le  to  various goods other than l iqu o r
(see  Annexures V . I  to  V.5, f o r  d e ta i ls  on r a t e s ) .

5.4 .2  The AST ( la s t -p o in t  le vy ) has three ra tes ; a
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general rate of 6 per cent applicable to the vast majority 

of goods taxable under it; 4 per cent applicable to de­

clared goods; and 3 per cent on ready-nade garments made 

of cloth not containing synthetic fabric or yarn. Under 

the AFST (first point levy) apart from the 3 rates appli­

cable to liquor there are 4 rates: 7 per cent on the gen­

erality of goods taxable under it, l^pejf cent on goods 

identified as luxury goods, 10 per cent on cement and 4 

per cent on iron and steel, and coke and coal gas which 

are declared goods coining under the first-point tax. The 

liquor rates are 14, 20 and 25 per cent* Lastly, the pur­

chase tax is levied at 3 rates, namely, 4.3 and 2 per cent.

5%4.3 The major aspects of the tax structure may be 

noted. First, the differential and higher taxation of 

certain categories of goods is sought to be achieved through 

the first-point levy. Second, low rates of tax ranging 

from 2 to 4 per cent are applied to goods which are nece­

ssities, or are agricultural or other basic raw materials, 

or are covered by the list of declare^ goods. There is 

then a 'general1 rate, applicable to the majority of goods, 

which is 6 per cent under AST and 7 per cent under APST. 

Lastly, special rates on luxury goods and liquor, to which 

the higher rates ranging from 12 to 25 per cent are applied. 

An odd rate of 10 per cent is applied to cement. The 

reason for this special treatment is not clear.

5 .4 t4 The fact that many necessities (as detailed in 

paragraphs 5»3.1 to 5.3 .5) are exempted, or if taxed, are 

taxed at relatively low rates, and the higher taxation of 

non-necessities and luxuries, serve to make the tax 

structure broadly progressive,

5 .4t5 Apart from the general sales taxes (AST and APST),
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there are, of course,the purchase tax and the MST. Rates 

of purchase tax vary between 2 and 4 per cent (Annexure 

V .5 .) .  The lowest rate of 2 per cent applies to paddy. 

Understandably, this basic necessity is taxed at 2 per 

cent. It has been possible to levy and collect this tax 

mainly because until recently there lias been monopoly 

procurement of paddy in the State by the Food Corporation 

of India and the Assam State Co-operative Marketing Con­

sumers' Federation ltd. Raw jute is taxed at 4 per cent 

and hides, skins and bones of animals, birds, etc., at

3 per cent.

5 .4 .6  As indicated in paragraph 5 .2 .8 , the Government 

of Assam derives not less than 36.5 per cent of sales tax 

revenue from the taxation of petroleum products (includ­

ing the CST on crude). The structure of the MST in 

Assam is given in annexure IV .4. The rationale of the 

structure, is discussed later. The main point to note here 

is that most of the rates under the MST are specific 

rates. Ad valorem rates of 4 per cent and 7 per cent are 

applicable only to petroleum coke on the one hand and 

petroleum gas, natural gas and derivates of petroleum 

and/or natural gas. These rates of 4 and 7 per cent 

correspond to two of the rates under AFST.

5 .4 .7  A comparison of rates of general sales tax in 

Assam with those in the States in its neighbourhood 

reveals that the level of taxation of necessities^in 

Assam is the same as that of West Bengal but is relati­

vely low in comparison to Bihar and Orissa (Table A .V .2). 

In Assam, cereals and pulses are exempt from tax except 

for paddy which bears a purchase tax of 2 per cent ad 

valorem. Rates of tax on other items are relatively high 

in Bihar and Orissa. The rates of tax in Assam in the
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case of many other food articles are also of low magni­

tude as compared to those p reva il in g  in the other States. 

Vanaspati is taxed at the rate of 7 per cent in Assam, 

and Orissa as compared to 8 'and 9 per cent in West Bengal 

and Bihar respectively, Two types of edible oils import­

ant in the food basket of the masses, namely, mustard oil 

and rape seed oil, are exempt in Assam and West Bengal.

The other two States tax these commodities at the rate of 

4 per cent. In the case of non-food items the rates of 

tax in Assam, in general, are .comparable to those in the 

neighbouring States, A few minor variations exist in the 

rates applicable to footwear, hosiery goods and garments. 

The most striking difference, however, is related to the 

list of consumer durables. This list in Assam is smaller 

and the highest rate applicable to most luxuries is low as 

compared to the other States. The general rate is 7 per 

cent in Orissa and Bihar, both at the first and the last 

points. Whereas it is only 6 per cent at the last point 

in Assam.

5 .4 .8  For drawing any conclusion from the above com­

parative picture of rates of tax in Assam and in the nei­

ghbouring States, it should be borne in mind that the 

comparison excludes the differences in the effects on 

economic activities on account of variations in rates 

of the MST and in the treatment of raw materials and pro­

ducer goods.

5. Taxation of Inputs

5.5.1 Inputs may be defined as units of goods bought 

by producers for further production or precessing. The 

term input includes raw materials, consumable items like 

fuel and lubricants, packaging materials and machinery.
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If  the sales tax is applied to all goods including inputs, 

it is ^generally argued, certain undesirable consequences 

would follow. For one thing, vertical integration would 

be promoted- Secondly, there would be cascading and un­

controlled incidence of t ax at ion on final products., It 

is desirable to eliminate or mitigate these hamful eco­

nomic effects. Moreover, State governments would like 

industries to be located within their respective borders 

Por one or more of these reasons, most State governments 

have accorded concessional treatment to raw materials and 

some other inputs under their sales taxes. However, such 

concessional treatment is not usually extended to fuel 

or power or consumable items.

5.5-2 In Assam although certain inputs are exempted 

from tax and a few others are taxed at a moderate rate, 

no systematic or comprehensive exemption is being granted 

to inputs sold to manufacturers. Two inputs that are 

exempted are sugarcane and chemical fertilisers. All other 

inputs are now being taxed either at 4 per cent or at

6 - 7 per cent. The lower rate of 4 per cent is charged 

only if the raw materials happen to be declared goods. 

Several important inputs like caustic soda, potash., exp­

losives, and other chemicals are taxed at 7 per cent. 

Taxation of most of the fuel items is governed by the 

provisions of the MST and they are taxed at approximately

10 per cent. Although petroleum coke is only taxed at 

4 per cent,., packing materials arv mostly taxed at 6 - 7 

per cent.

5 .5 .3  ^he AST does provide for thr grant of concessional 

treatment to, or total exemption of, raw materials sold to 

manufacturers, which would be physically embodied in the 

final productSc The relevant provision reads; "The State
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government nay, “by rules, provide that in such circum­

stances and subject to such conditions as may be pre­

scribed, a drawback, a set off, or a refund of the whole 

or any part of the tax paid in respect of any products 

or raw materials under this Act for use by any dealer 

in the manufacture of goods for sale, be granted to such 

dealer." Notwithstanding the provision, no rules have 

been framed under the Act. Again in the Assam Finance 

(Sales T-v.‘c) Rules, 1956., a provision for exemption for 

sales tax paid on raw materials was made. At the time 

of enactment the provision was unconditional. It was 

changed in 1971, making the new clause retrospective from 

January 1, 1968. In the revised rules, some conditions 

were laid down for the refund of the tax. According to 

them, the manufacturer who can get the concession should 

have fixed capital investment not exceeding Rs.5 lakh.

He should also submit an application alongwith a certi­

ficate from the Director of Industries for the payment 

of tax. The rules also provide for a notification by 

the Government specifying the class of classes of goods 

to be treated as raw materials. In practice, no refund 

under these Rules has been given. The State government 

have now decided to scrap the old scheme and have recently 

decided to declare the following raw materials to be 

exempted unconditionally from tax:

SI.Mo. Name of the Raw Material Used in Industry

1. polythene granule Polythene products

2. soap stone Pesticides formulations

3. china clay Pesticides formulations

4. pigments and dyes Paints industry

5. linseed oil and other do
drying oils
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SI.No. Name of the Raw Material Used in Industry

6.
.7.

9.

10.
1 1.
12 .
13.

14.

15.

16.
17.

16.

19.

20.

21.
22.
23.

synthetic resin and other 

thinner

"basic raw materials for 
pharmaceutical products

banest ie

sulphuric acid

caustic soda

)il

mutton tallow

M.S. bar, rod, angles, cha­
nnel, plate, tube, M.S. sheet, 
flat, welding electrod

M.S. round, hexagonal

Pharmyc eut io al indus- 
t rv

do

Soap industry 

3o ap Industry

do

Fabric at ion indust ry

gypsum

pig iron 

M.S. billet 

M.S. rod

non-ferrous metals such 
as copper, nickle and zinc

coke

formaldehyde glue 

jute hessian

Nut and bolts

Plaster of paris 
indust ry

Foundry industry

Rolling industry

For wire- drawing 
industry

Foundry

do

Plywood industry

Polythene-lined-jute 
bags.

Once these goods are declared exempt, exemption will not 

be available for any other raw material. Similarly, no 

exemption will be granted for uses other than those speci­

fied. The rest of the raw materials would be taxed as 

usual. But this decision has not yet been translated into 

legislation.



120 -

6. Reform of Salon I axes

5.6.1 bales taxes nave a pervasive infxuence or: the 

economy and people of a State. Their inpact in terns

of revenue, economic effect a and taxpayer welfare depends 

as much on the rate structure and the provisions of the 

tax law as on the efficiency and integrity of their admin­

istration. In this chapter, we shall deal mainly with 

those aspects of reform which are related to the struc­

ture, economic effects and revenue tne administrative 

aspects will he taken up in the next Chapter. -

Objectives of reform

5.6 .2  The main objectives of reform of sales taxes in 

Assam may be stated to be the following:

(i) making the sales tax system income-elastic;

(ii) simplifying the rate structure—

(iii) unification of the separate enactments 
levying different sales taxes;

(iv) changing the strucutre of the sales tax
system so as to make it more in consonance 
with the characteristics of the economy and 
the needs of industrialisation;

(v) improving administration, so as to check 
evasion and to minimise inconvenience and 
harassment to the taxpayer? and

(vi) building up an adequate infomration system.

The changes in the sales tax structure and its administra­

tion that we are recommending are designed to fulfil the 

objectives mentioned above. Some of the changes can be 

brought about immediately and in fact there is an urgency 

in certain reforms that we are advocating. Others are of
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a long term nature and the State government can, if it 

so wishes, take tlie initial stope; iii the next few months.

Unification of the separate enactments

5 .6 .3  If the sales tax system of tne State is to sub­

serve broad social and economic objectives and if it is 

to be a flexible instrument in the hands of the State, it 

is imperative that the separate enactments levying diff­

erent sales taxes be unified into a single integrated 

act. As of now the last-point tax is governed by the 

AST, the first point tax by the AFST, the petroleum pro­

ducts tax by the MST and the purchase tax on selected 

commodities by the Assam Purchase Tax Act., It may be 

legitimate to have a separate enactment as regards the 

tax on petroleum products because they stand on a class by 

themselves, although even in their case there is no com­

pelling necessity to have separate legislation. However, 

that may be, it is certainly unnecessary and confusing to 

have different Acts in relation to 2 or 3 groups of commo­

dities just for the reason that the point of levy differs 

as between the groups. Having more than one Act is not 

only redundant but also creates several administrative pro­

blems for the Government and tax compliance problem for 

the dealers. We deal with this question in detail in 

chapter VI. We may point out here only the most important 

disadvantage, namely, that separate returns have to be 

submitted for each of the tax by tne same dealer whereas 

all his sales could easily have been recorded in one 

unified return. The superintendent of taxes has to scru­

tinise two returns instead o f  one; his office has to 

maintain two registers instead of one; two notices have 

to be sent out' for tax demand instead of one and finally
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two separate payments have bo be •;&(.© with all attendant

trouble and spending of' time by the taxpayer while he 

could have discharged his l i a b i l i t y  b y  one single payment, 

we strongly recommend that, as early as possiole, the 

State must enact a s in g le  unified sales t a x  A c t  which 

would cover at least tne first and the last point levies 

as well as the purchase tax, Ideally , bhe tax on 'petro­

leum products could also b e '* b ro u g h t within t h e  a m b it  of 

t n e  unified Act. With t h e  enactment of such  a unified 

Act not only would the duplication of work and hardship 

for the taxpayer be eliminated but there would also be 

the advantage that the assessment for a given dealer would 

be a composite one and there could be co-ordniatior. in 

the assessment in regard to the different levies in respect 

of a single dealer.

5 .6 .b  Such a step would in fact be in keeping with the 

position in this regard existing in other States. Most of 

the States have enacted a single Act for the levy of sales 

taxes at different points and we also notice a clear trend 

towaras the merger even of the MST with the general sales 

tax. As far as Assam is concerned the consolidation of 

the different Acts into a single Act may be seen to be 

the prerequisite for steps that need to be taken towards 

the rationalisation of the sales tax system and improvement 

of its administration. It could be argued that a substantial 

change in tax legislation such as the unification of d iff­

erent Acts could be used by trade as an opportunity to stall 

payment of taxes through the filing o f  writs in High Courts. 

Obviously, such an argument, if carried too far, would 

rule out any significant reform of the tax system. As far 

as the merger of different Acts is concerned, Assam would 

not be embarking upon a new course. Several other States, 

as pointed out earlier, have carried out this process with­

out any disruption to their revenues 5 their experience would 

be of use.

Structure of sales taxation
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the general sales taxes, 69 commodity groups are taxed, at 

the stage of first sale anu the rest at the last point„

The first point levy is collected from the manufacturers 

and. importers no matter to whom they sell within the state , 

while the last-point levy is payable by a registered 

dealer on his sales to non-registered persons. In res 

pect of the commodities subject to the last-point levy, 

sales are exempted on the buying delaer furnishing a 

form of declaration in which he states that he is a 

registered aealer and is buying tne commodities concerned 

for re-sale.

5 .6 .6  In most btates, #ver a period > a number of commo­

dities , including the more important revenue-earners, have 

been shifted from the multi-point or last-point levy to 

the first-point levy. The first- point levy has been pre­

ferred pn the ground that it is easiest to administer.

The number of assesses to be dealt with is limited and

it may be easier to chec;i evasion because the commodities 

are taxed at the point of manufacture or at the hands of 

the importers. It is also claimed that if  one could ex­

ercise effective control over the major channels of in 

flow of commodities into the State, there would be a 

successful implementation of the first-point levy.

5 .6 .7  The last-poini^tax is generally reserved for co­

mmodities produced by innumerable small producers such 

as agricultural goods and those that do not flow through 

a limited number of recognised trade channels. The idea 

is that it is easier to trace these commodities towards 

the end of the chain of transactions than at the beginning. 

It is also less expensive to collect the tax from the 

dealers who act as conduits for the large number of small 

producers.

5 .6 .8  Thus, the choice between the first-and the last- 

point levies se3ms to have been decided largely, or even 

mainly, on administrative considerations, including the 

fact that under the first-point levy, a large number of
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dealers would be freed of the obligation to deal with 

sales tax officials. But the economic considerations 

are no less important. As stated in chapter III , the 

aim should be to build up a tax system which, while being 

income-elastic and producitive of sufficient revenue, also 

satisfies major economic criteria and fulfil the State's 

as well as national objectives. From the economic point 

of view, the last-point (retail) sales tax or the multi­

point value added tax is clearly preferable to the first- 

point levy or a multi-point turnover tax* This is because 

the former two taxes do not cause cascading, but at the
A,

same time cover value added at almost all stages of pro­

duction. They do not also interfere with the processes 

of production nor impose cumulative taxation of inputs 

and final products which leads to unintended interferen­

ces and re-allocation of resources. If , apart from the 

taxation of inter-State sales ( i .e . ,  on exports to other 

States) permitted under the Central Sales Tax Act, the 

sales taxation of each State is to fall primarily on the 

consumption of people within the State, the ideal form 

of tax would be the la^t-point tax. And the last-point 

tax need not literally fall on the last sale, i .e . ,  the 

sale to the consumer. Tech.ilally, it is the sale to a 

non-registered person that becomes taxable under the last- 

point tax. By having a sufficiently high exemption level, 

one could exclude a large number of small retailers from 

the tax net.

5 .6 .9  If  the entire burden of sales taxation is placed 

at the last stage, there is a possibility of a substantial 

leakage of revenue. Hence, if a Government had the nece­

ssary administrative ability, the value added tax would be 

the ideal tax to levy. It is essentially a multi-point
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sales tax, shorn of its economic shortcomings. Since the 

Constitution empowers the States to levy sales and pur­

chase taxes on goods, any State can, under the powers 

given to it, impose a general value added tax in addition 

to a separate MST -and the GST. The possible reform of 

the existing sales tax systems along this line is, however, 

a longer-term proposition. We must consider what changes 

would be more oer^eficial and feasible in the immediate 

future.

5.6.10 The main disadvantages of the first-point tax 

are (i) that it does not cover value added at the stages 

after manufacture or import into the State, (ii) that it 

tends to fall on inputs, and (iii) that it leads to cas­

cading. The first disadvantage can be partially neutralised 

by having a higher rate of tax than would be considered 

appropriate at the last stage. Indeed, the 'general rate' 

under the APST is 7 per cent as against the rate of 6
per cent under the AST. The second disadvantage can be 

eliminated within the State by introducing the necessary 

provision for exempting from tax sales of inputs to re­

gistered manufacturers. As regards the third disadvan­

tage, if  the first-point levy is to be preferred in some 

cases on other over-riding considerations, one would have 

to put up with this shortcoming.

5.6.11 In recommending changes in the structure of taxa­

tion, our main guiding principles are that (i) administra­

tive limitations should be borne in mind and (ii) the 

economic advantage should be maximised subject to the 

constraint that there would be no loss in revenue. On

an examination of all the relevant factors, we feel that 

the first-point levy has to be maintained in respect qf 

a number of commodities. In this context we have examined
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the commodity flow st \tistice for the State. The rele­

vant data are presented in table A.V.4. We note that 

there ie a net Inflow of the following commodities into 

the State in substantial quantities or proportions;

(i) pencil, paper, blotcing paper, ink, ink­
pot , penholder, nib and eraser purchased 
for use by students

(ii) 0 1 1  cane :

(iii) motor cycles and motor cycle combinations, 
motor scooters, motorettes, tyres, tubes 
and spare parts of motor cycles, motor 
scooters and motorettes;

(iv) motor vehicles including motor cars, motor 
taxi, cabs, motor minibuses, motor vans 
and motor lorries, chasis of motor vehicles, 
bodies built on chasis of motor vehicles 
belonging to other (on the turnover relating 
to bodies) component parts of motor vehicles, 
all varieties of trailers by whatever name 
known, tyres (including pneumatic tyres) and 
tubes ordinarily used for motor vehicles and 
trailers (whether or not such tyres and tubes 
are also used for other vehicles) and arti­
cles (excluding batteries) adopted for use 
generally as parts of accessories of motor 
vehicles and trailers;

(v ) refrigerators and air conditioning plants 
. and component parts thereof;

(vi). sound transmitting equipment Including tele­
phones and loud speakers and spare parts; 
thereof

(vii) typewriters, tabulating machines, calculating 
and duplicating machines and parts thereof;

(viii) wireless receiption instruments and appara­
tus, radios and gramophones, electrical valves, 
accumulators, amplifiers and loud speakers;
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and spare parts and accessories thereof;

(ix) all electrical goods, instruments, appara­
tus, appliances and all such articles the 
use of which cannot be had except with the 
application ox electrical energy, including 
fans, lighting bulbs, electrical earthen­
wares and porcelain and all other accessories 
and component parts either sola as a, whole 
or in parts;

(x ) all varieties of tractors and buldozers 
including parts and accessories thereof;

(xi ) bicycles, tricycles, rickshaws and cycle 
combinations and accessories and parts 
thereof;

(xii ) bricks and tiles (kiln burnt) other than 
mosaic (masonny tiles) ;

(xiji) cement;

(xiv) hair oils, tooth paste, tooth powder and 
tooth brush?

(xv ) glassware, bottles and phials, funnels, 
globes, glass parts of lamps, sheets and 
plates, photo and other frames and mirrors »

(xvi ) rubber products;

(xvii ) sewing machines, knitting machines and parts 
and accessories thereof ;

(xviii)soaps of all varieties including toilet
soaps, shaving soap, medicated soap, soft 
soap, luquid soap, soap chips and flakes, 
powdered soap of any other description and 
detergents;

(xix) tinned, canned, bottled or packed foods or 
provisions including confectionary biscuits 
and cakes;

(xx ) water supply and sanitary fittings;
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(xxi ) shaving sets, razors, razor blades, shaving 
sticks, shaving creams, shaving brush, other 
accessories and depilatory

(xxii ) timber other than firewood ;

(xxiii) dried fruits ;

(xxjy) shoe polish, shoe creams and shoe brush;

(xxv dyes and chemicals;

(xxvi ) torch and transistor 'batteries, torch lights 
ani torch bulbs. and

(xxvii ) cosmetics and toilet requisities including 
scents, perfumes, snow, powder and lipstick 
excluding those covered by the item N0. I 4).

There was a net -inflow into the State of the above mentioned 

groups of commodities in 1974-75. In the NGAER study, it 

has been estimated that there would continue to be net 

imports of these commodities even in 1978-79. We recommend 

that the first-point tax be levied on all the above­

mentioned commodities, because the administrative advantage 

of the first-point tax would be overwhelming in their 

oases.

5 .6.12 A combination of the first and the last-point 

levies gives us the double-point levy. Maharashtra and 

Gujarat have imposed this form of levy for several years 

now, though more recently a number of commodities have 

been shifted to the first-point from the double-point levy 

in the two States. At first sight, this levy would seem 

to combine the disadvantages of both the first and the 

last-point levies without any compensating advantages.

But this is really not so. The introduction of a second- 

point of levy serves to safeguard revenue, through afford­

ing the administration a second chance to tax the commo­

dities escaping (through evasion or avoidance) the first-
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point tax. Of course, it would be necessary to ensure 

that the levies at the two stages do not add upto an un­

due burden and do not cause cascading even to the extent 

of the first-point tax. Therefore, the double-point tax 

either would have to have lower rates at either stage than 

the first-point levy, or should have a provision for tax: 

set-off or credit at the sec end stage. If there is to be 

no provision for tax credit, tne double-point b ax would 

have to be levied at 6 and 2 per cent at the two stages, 

as against the first point levy of 7 per cent. Alternati­

vely, the tax can be levied, at 7 per cent at both stages, 

but the dealer liable to the second point tax would be 

allowed to deduct from his tax liability the tax paid at 

the first stage. If the second stage escapes taxation, 

the Government would have the consolation that the tax 

would have been collected at least at the first stage. On

the other hand, if some commodity had escaped taxation at 

the first stage, there would at least be a fair chance of 

catching it at the second point. And cascading between 

the first and second-points would be avoided through the 

tax set-off procedure. This procedure would ensure that 

after the first-point levy, only the value added at the 

subsequent stages would be subjected to the tax.

5 .6 .13 In respect of those commodities, where there is 

a large risk of evasion at the first-point, it would be 

of advantage to have a double-point tax. The Jha Committee 

has also recommended such a levy in appropriate cas^s.

On the basis of our study of the flow of trade and trends 

in evasion as well as-of our discussions with officials 

of the Taxation Department, we recommend that the double­

point levy with provision for tax credit should be imposed



on a limited number of commodities. These are: toilet 

articles, electrical goods,'hardware, building materials, 

motor parts and accessories, carpets, machinery, chemi­

cals, timber and plywood. There can be a review of the 

working of the system alter 3 years and a decision can 

then be made as to the desirability of extending the 

scope of the levy. The rates to be applied to the commo- 

•dities under the double-point levy are indicated later 

in para 5 . 6 . 26.

5 .6 .14  The products subjected to the MST and those that 

would be brought under the purchase tax may be taxed 

(as now) at the first-point. All other commodities (ex­

cluding exempted commodities to be discussed below) should 

be subjected to the last-point tax. We have considered 

the argument and complaint that the last-point tax cannot 

be efficiently administered and that it leads to the 

harassment of small dealers who are helpless before the 

sales tax officials, because of their weak bargaining 

power and lack of knowledge of their rights. There is 

truth in these statements, and it is not worth the. cost

to try to collect tax from a multitude of small dealers. 

We, therefore, recommend that the turnover exemption 

level for dealers in last-point goods be raised from the 

present Rs. 12,000 to Rs.40,000 in two stages; first to 

Rs.30,000 and after 3 years to Rs.40,000. The immediate 

effect of this would be that the number of taxable deal­

ers would be reduced from 4.5  thousands to less than 3 
thousand (Table V I .3).

5 .6 .15 In any case, the present exemption level was 

fixed as far as back as 1954 and has become too low. 

merely by the continuous and substantial rise in prices 

during the last 25 years. The increase in the exemption
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level will not lead to any fall in revenues because what 

we are essentially doing is to shift the point of taxa­

tion to an earlier stage, that is, to the stage of deal­

ers having a turnover of Rs.30,000 or Rs.40,000. On the 

contrary, as a result of the reduction in the number of 

assessees to be dealt with, we may expect an improvement 

in administrative efficiency which would tend to boost 

revenues. We do not think that the amount of value added 

that would be excluded from taxation as a result of this 

step would be of any consequence in terms of revenue 

yield. Overall we expect that the cost per rupee of reve­

nue collected from the last-point tax is likely to go down 

as a result of the measure proposed.

5 .6 .16 As far as the importers are concerned the present 

position is that all importers of taxable goods are 

liable to register themselves and submit returns. We 

recommend that this position be continued. However, as 

we explain in the next Chapter, it may be advisable to 

fix an exemption level for manufacturers at Rs .10,000 

per annum.

Changes in the list of exempted goods

5.6.17 The categories and names of goods exempted from 

the sales tax in the State have been already described 

in paras 5.3.1 to 5 .3 .8 . We noted that many of the ex­

emptions were under the head 'necessities'. An exami- 

nation of the pattern of consumption in the State confirms

1 As revealed by the Directorate of Economics and Statis­
tics, Household Consumer Expenditure of Assam (26th 
Round of NSS - July 1971- to June 1972), Government of 
Assam.
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the need to continue the exemptions for most of the "basic 

food item*. But all the food it erne now exempted do not 

deserve exemption because they do not "boom sufficiently 

large in the consumption budgets of the lower income groups. 

In several cases, the per capita expenditure on the items 

increases significantly as total per capita expenditure 

rises. This trend is seen in the case of fresh fruits, 

fish, meat, ghee and edible oils. On equity grounds all 

these items may be taxed. However, taxation of perishable 

articles is administratively difficult and will lead to 

hardship to trade. Hence they have to be exempted. But 

we recommend that edible oils, including rapeseed oil, 

mustered oil, ana ghee be taxed at the last-point at the 

rate of A per cent.

5.6.18 The second category of exempted goods, namely,

'non-food necessities', consists mainly of essential drugs,

educational aids and accessories for students, books and 

periodicals and grass used as cattle fodder. Most of 

these exemptions are desirable. We agree that several 

educational aids used by school students and exercise 

and drawing books should remain free of tax. However, 

there are some articles such as pencils, writing paper, 

ink, nibs, erasers, etc., which are exempted from tax, on 

the production of certificates from the head of an edu­

cational institution to the effect that these articles 

are needed for use by students. This type of conditional 

exemption dependent upon production of certificate is not 

only cumbersome in operation but is also susceptible of 

abuse. We recommend that this provision be deleted and 

the relevant goods be brought under tax at A per cent.

5.6.19 The third category of exemptions are granted to 

encourage certain types of activities, or help small
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producers or ’ subsidise' the consumption of certain pro­

ducts. Many of the activities and institutions concerned 

are also helped through other means. Hence it is only 

logical to argue that such help should not be neutralised 

by high taxation. Nevertheless, it is necessary to guard 

against granting an unnecessarily high degree of protect­

ion or subsidy as well as subsidising the wrong group of 

consumers. We would recommend that the Government should 

carefully re-consider the desirability or otherwise of 

granting complete exemption in the following casess 

ayurvedic, homoeopathic and unani medicines, Endi ana Mug a 

cloth and hand woven silk cloth (pat) when produced by 

co-operatives. Medicines of indigenous variety and homo­

eopathic medicines are being increasingly used by all 

classes of the population. While allopathic medicines 

are taxed at 7 per cent, it seems invidious to completely 

exempt all the other kinds of medicines. Whatever might 

have been the position in the past, it would be wrong to 

assume that at the present time allopathic medicines are 

used mainly by the well-to-do. A tax at a moderate rate 

of 2 per cent may be levied on the now exempted medicines, 

subject to administrative feasibility. As regards Endi, 

Muga and Pat, these are all products to be placed in the 

class of luxuries. However, since they are bein,^ produced 

in the handloom sector, they are not to be taxed at luxury 

rates. Moreover, since their prices are high, the luxury 

rate would impose a substantial burden in absolute terms.

We would, therefore, suggest that the Government might 

examine the implications of levying a 4 per cent rate 

of tax on these silk varieties. We make this suggestion 

because the situation in the tax field has become quite 

anomalous with a number of luxury products being completely
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exempt from excise and sales taxes on the ground tnat 

they are being produced in the small-scale or cottage 

sector while necessities like food and medicines ore 

taxed as though they were luxuries consumed solely by 

the rich. We believe that in the context of having to 

raise substantial resources for the current plan (1978­

8 3 ) , the whole question of completely exempting certain 

luxury Droducts would .aeed to be re-examined.

"I5.6.20 The fourth category of exui'ptione are in fu 

ment of obligations arising from international agreements. 

The exemption of goods exported to Bhutan and those pur­

chased by the India Aid Mission, Nepal would have to 

continue the terms and conditions prescribed. However, 

since Sikkim has become part of the Indian Mission, it 

does not seem necessary to continue the exemption in 

respect of goods exported to that State. We recommend 

that the Government may remove the exemption after as­

certaining whether other States are continuing to grants 

such an exemption.

5.6.21 Fifthly, there are exemptions for some inputs 

and producer goods. We agree that it is desirable to 

exempt ploughs and other simple .agricultural implements, 

chemical fertilizers, spun silk yarn and oil cake. How­

ever, we would ask for re-consideration of the complete 

exemption granted to cotton, sugarcane sold to factories 

and rubberised sheets and waterproof fabrics. It is not 

clear why the last mentioned group (rubberised sheets 

and waterproof fabrics) is being exempted. As for cotton 

it is true that cotton textiles are subject to additional 

excise duties in lieu of sales tax. But the agreement 

with the Centre does not cover cotton. The State govern­

ment can, if  it so wishes, subject cotton itself to the

9
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sales tax (as some other Governments have done). It may 

be argued that exemption of cotton as an input might en­

courage the establishment of local spinning and weaving. 

But complete exemption would mean that inter-State sales 

of cotton also would be exempt. Hence there would be no 

tax advantage in local processing. We deal below with 

the question of taxation of inputs in general. vie would 

here only suggest that the Government might exanine afresh 

whether cotton should be completely exempt. It is also 

necessary to do the same thing with respect to sugarcane, 

because more or less the same considerations apply in that 

case. In our view, the low rate of tax that we are re­

commending (below, para 5.6 .34) for the taxation of in­

puts sold to manufacturers, could be applied to cotton 

and sugarcane. And the tax on the latter could very well 

be a purchase tax.

Rate structure .

5 .6 .22 It has been indicated in paras 5.4-. 1 to 5 .4 .6  

that the existing rate structure has a fairly sound 

rationale. If  one leaves out liauor items, then the 

number of rates is only 7. However, some rationalization 

of the rate structure is still possible.

5 .6 .23 As regards necessities, we would recommend that 

mustard and rape,seed oil be taxed at 4 per cent, as 

against the 7 per cent applied to other edible oils and 

vanaspathi ghee. Regular ghee when sold in tins may also 

be taxed at 7 per cent.

5 .6 .24  With removal of restrictions on zonal movements 

and the entry of private trade in foodgrains in the 

State, it is going to be difficult to collect the purchase
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tax on paddy. Even on equity grounds there is a case 

for exempting paddy from taxation. The position may 

be reconsidered if  Assam should become a surplus State 

in rice. For the present, we would recommend the abo­

lition of the purchase tax on paddy.

5.6.25 Most luxury goods are now taxed at 12 per cent;

but there are some articles like sold and embroidery work, 

ladies hand-bags and vanity purses, all kinds of leather 

goods excluding footwear, table cutlezy, china wares and 

fire works which are taxed at the rates of 6 and 7 per 

cent. We recommend that these goods should be subjected

to tax at the rate of 10 per cent.

5.6.26 Apart from the above-mentioned recommendations, 

we do not suggest any other changes in rates. After the 

recommended changes are implemented the rate structure 

would be as follows:

Luxury goods at first-point 10 and 12 per cent

Most other goods at first-point 7 per cent

Most other goods at last-point 6 per cent

Declared goods and some
necessities 4 per cent

. Purchase tax 3 per cent

Concessional treatment to raw materials

5.6.27 We have discussed earlier the position with regard 

to the treatment of inputs. Except for a few goods 

(mentioned in para 5.3.8)which are completely exempted,

no concession is currently being granted to raw materials 

bought by producers within the State. The Government has 

not been able to make up its mind on this question. Al­

though the AST Act and the APST Rules, 1956 provided for
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the refund or drawback of duty paid on raw materials, 

the necessary steps were not taken to bring into force 

the concerned provisions. Though the law was changed in 

1971 to provide concessions only in respect of raw mat­

erials bought by producers having on investment of less 

than Rs.5 lakh, in fact, even these producers could not 

get any refund because they were required to produce a 

certificate from the Department of Industries to the 

effect that they had paid tax on raw materials that they 

needed to use in their industries. Since the Department 

of Industries was not apparently willing to issue such 

certificates, no concessions, in fact, materialised. More 

recently, as pointed out earlier, a decision seems to 

have been taken to exempt unconditionally a substantial 

number of important raw materials from taxation when sold 

to producers. However, this decision has not so far been 

translated into law. We believe that in this matter the 

Government has been vacillating far too long. The matter 

is of vital importance because one of the important ob­

jectives must be to speed up industrialisation of the 

St at e.

5 .6 .28  We have no doubt that not only from the State's 

own point of view, but from the national point of view 

and from the point of view of resource allocation, it is 

necessary that sales taxation be not allowed to impinge 

heavily on raw materials used for processing within the 

State. It must be remembered that while raw materials 

sold outside the State can only be subjected to the ceiling 

rate of 4 per cent under the GST, the same materials sold 

inside the State are often subjected to higher rates. An 

examination- of the treatment of raw materials in other



-  H I  -

States shows that several of thorn grant • exemption or 

concessional treatment. Raw materials bought by manu­

facturers are exempt in PuKjab, Haryana, Himachal Pradesh, 

Jammu and Kashmir and Guj£rat. In Gujarat, the manu­

facturer has the option either to buy raw materials and 

consumable stores without payment of tax or to claim set­

off for tax paid on raw materials against that payable 

on manufactured goods. (These concessions are available 

only for goods that are not "prohibited items" under 

Section 2 (12) of the Sales Tax Act of the State). In 

Haryana, Himachal Pradesh and Punjab exemption is granted 

when the raw materials are used in the manufacture of 

taxable goods sold within the State. In Delhi exemption 

is granted to raw materials even when final goods are 

exported outside the country.

5.6.29 A number of other States provide for concessional 

treatment. The nature of concessions varies from State 

to State. Maharashtra provides for set-off in respect of 

the tax paid on goods to be used in the manufacture of 

other commodities; but the set-off is given only against 

tax payable on the goods manufactured. The concession 

is withdrawn if  the raw material is used for the manu­

facture of exempted goods or if  the manufactured goods 

are not sold within the State (an intra-State sale is 

taken to be a sale within the State). Andhra Pradesh 

taxes raw materials at the concessional rate of 4 per cent, 

Bihar and Tamil Nadu at 3 per cent, Karnataka and Madhya 

Pradesh at 2 per cent and Kerala and Rajasthan at 1 per 

cent. The concessional treatment in Bihar is available 

even the raw material is used to manufacture exempted 

goods whereas in Tamil Nadu^ Karnataka and Kerala the 

concessional rates are restricted to the manufacture of
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single-point goods sold within t ie State. Madhya Pradesh 

grants the concession unconditionally.

5.6.30 Since no concessional treatment is mated out to 

raw materials in the Statt, manufacturers in Assam are 

obviously placed at a disadvantage. Strong representations 

on this point have been made to the Study Team, of the 

Institute by representatives of industry and trade organi­

sations in Assam.

5.6.31 We have already argued that taxation at tne first- 

point of sale of all goods with no provision for set-off 

of tax paid on inputs leads to several harmful economic 

effects including particularly cascading and distortions 

in relative factor prices. Sales taxation of inputs also 

induces vertical integration. This hinders the develop­

ment of ancillary industries In the small-scale sector 

because while no sales tax is to be paid on components 

produced within a factory for its own consumption such a 

tax falls on components bought from ancillary units. More­

over, any divergence between the rate of tax on raw materi­

als and the rate of inter-State sales tax on them leads to 

diversion of trade because it may become profitable for 

producers to buy raw materials from outside the State.

Above all, when other State governments are offering con­

cessional treatment to, or granting exemption for, raw 

materials, the Government of Assain would be putting the 

manufacturers within the State at a disadvantage by not 

following suit. The ultimate aim should be to provide full 

set-off in respect of taxes paid on all inputs used for 

further production including consumable stores. Such a 

provision for a set-off only means that a manufacturer 

pays tax on his output and claims a refund for the taxes
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he has paid on inputs. In fact, therefore, he pe~ s to 

the treasury the difference between the tax pay?bio on 

his output and the tax he has paid on his inputs.

5.6.32 Before introducing a provision for general set­

off it woulc be necessary to develop special administrative 

capacity to administer such a provision. r,hers is also 

the revenue aspect to be considered. keeping the rele­

vant factors in mind, we recommend, for the present, that 

the Government may only extend concessional treatment to 

raw materials. It may be stipulated that raw materials 

used by taxable mam:acturer will be subject to tax only

at the late of 2 per cent. In order to prevent any attempt 

by manufacturers benefiting from this concessional t:j eatment 

to move the final goods out of the State on stock transfer 

so thai: they may completel3r escape taxation, a provision 

m a y  be introduced to the effect that the concessional 

treatment would be withdrawn, i .e „, that the full rate o:C tax 

would be collected, if  the concerned final products are 

not sold within the State. For the present only raw mat­

erials that would be physically embodied in the final 

products and packing materials may be extended this 

treatment.

Taxation of packing materials

5.6.33 The tax on packing materials has been an important 

concern for the dealers in the State„ The representatives 

of trade organisations have been critical of the treatment 

of packing materials by the Government. In this regard,

it is important to note that the Supreme Court has already 

held that containers of goods exempted from tax would be 

assessable to tax if there was an expressed or implied 

agreement to sell the containers and that the mere fact
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that the price of the container was not separately charged 

made no difference to the sales tax assessment. This raises 

a question of fact as to whether there is an agreement to 

sell the packing material. Depending upon the circum­

stances of each case, levying of a tax on packing materials 

in the case of goods that are exempted does create compli­

cations. likewise, any tax on packing materials at a rate 

different than the rate of tax levied on the commodity 

sold also causes problems. To avoid such difficulties, 

it is recommended that packing materials should, generally 

speaking, be taxed at the same rate as is applicable to 

the goods that are packed. Thus, packing materials used 

for exempted goods would not be subject to tax. It must 

be made clear that we are here referring to the taxation 

of packing material when it is a "part" of a commodity 

that is sold and taxed and not when it is bought by the 

manufacturer as a raw material. In the latter case it 

should be treated as other raw materials.

Ad valorem rates

5.6.34 One of the important questions relates to rates 

of tax on motor spirit and lubricants. Whereas all the 

other commodities under sales taxes in ohe State have 

ad valorem rates, most of the commodities in the petro­

leum family are exceptions. More than half of these 

commodities have specific rates. Motor spirit is taxed 

at the rate of 30 paise per litre, lubricants at the rate 

of 10 paise per litre, diesel oil at the rate of 11 pa.se 

per litre and kerosene is taxed at the rate of 3 paise 

per litre. As is well known, specific rates have to be 

revised from time to time to keep up with changes in the 

prices of the commodities. The specific rates contribute
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to the inelasticity of the tax strucuture. Besides, they 

appear to he very high even when they may not toe so in 

terms of ad valorem rates. It is, therefore, recommended 

that the taxes on all the commodities in this group should 

be converted to an ad valorem basis. The rates of tax on 

many petroleum products in Assam as compared to those pre­

vailing in the neighbouring States are low. Motor spirit 

is taxed at the rate of 10 per cent in Assam as compared 

to 13 per cent in West Bengal; diesel oil is at 9.8 per 

cent as compared to 13 per cent in Orissa and more than 

14 per cent in Bihar (14 per cent on light diesel oil 

and 17 per cent on high speed diesel o il). The rate of 

tax on superior kerosene is also low in Assam; it is 3 

per cent as compared to 5 and 7 per cent in West Bengal 

and Bihar, respectively. The residuary rate under the 

Act is also low by more than 2 percentage points. The 

rate on other items under the MST in Assam is 7 per cent 

as compared to 9 per cent in Bihar and 10 per cent in 

West Bengal. We, therefore, feel that the rates should 

be revised upward. However, we do not suggest ar̂ r speci­

fic rates of increase. We suggest that the extent of 

upward revision in different cases should be decided upon 

keeping in view the effect on diversion on trade to the 

small neighbouring States.

Exclusion from GST

5.6.35 The base of the GST in Assam is eroded by the 

provision in the Act for the exclusion of inter-State 

sales to any dealer in Meghalaya, Mizoram and Arunachal 

Pradesh. The exclusion of these States was introduced 

as a result of an understanding arrived at when the reo­

rganisation of States took place in 1970-71. Another
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reason for exempting inter-State sales to the smaller 

States surrounding Assam is that the latter is a Centre 

of entrepot trade for all of the iiorth-fiastern States.

The fact of Assam being the centre of entrepot trade means 

in practice that many goods are first bought from other 

States by dealers in Assam and then sold to dealers in 

the surrounding States. It has been argued that if  the 

State of Assam levies a tax on inter-State sales of this 

nature, the commodities concerned would, bear CST twice, 

because they would have already been subjected to tax 

while being brought into Assam. It is also to be kept in 

mind that economic activities are generated for the benefit 

of the people of the State as a result of entrepot trade 

and that, therefore, nothing should be done to- seriously 

disrupt it . ,

5 .6 .36 On the other hand, the revenue implications of 

the above exclusions from the CST are not unimportant.

A s  shown in Table V . 3 . ,  the loss to the State exchequer 

was Rs.72 lakh in 1970-71. This loss has increased after 

the reorganisation of the States in 1970-71. As of today 

it is estimated that Assam is l o o s i n g  approximately Rs.2 

crore as a result of these exclusions. It is also to be 

borne in mind that exclusions of this nature create a ’ 

loophole for tax evasion. Dummy or fake transactions 

purported to be in the nature of sales to the neighbouring 

States are shown in the books and corresponding exemptions 

are claimed, when in fact, these may be sales within the 

State.

5 .6 .37  The argument about the importance of entrepot 

trade is particularly valid in respect of Meghalaya 

which is , so to speak, constituted within the State of
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TABLE V.3

Estlmateci Loss Sue to Exemptions under Central Sales Tax

Details of tax 
concession

1969-70 70-71 71-72 72-73 73-74 74-75 75-76 76-77 Total Remarks

A. Exemption from 
A'jT in respect 
of tea OO Id to 
registered dea­
lers in Gauhati 
Auction Market 
from 9/9/1 970

B .  Exemption from 
AST i n  respect 
o f  ten "o ld  in  
Gaunnti Auction 
Market to  Govern­
ment 0  ̂ In d ia  fo r  
consumption by 
defenoe forces iron 
10/12/1972

C„ Exemption from CST 
in  r©Bisect o f  in t e r ­
s ta te  sa les  o f  tea  o f  
r e g is te r e d  dea lers  or 
Government frcm 21-1-72 
i f  the tea  i s  brought in 
Gauhati Auction market

Nil

Nil

Nil

Tea sold in 
auction at 
Gauhati can be 
said to have been 
divert e&from the 
existing market at 
Calcutta. To 
that extent no 
loss of revenue 
is involved.

- do -

- do -

continued* =2
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TABLE V. 3 (Contd.)

Estimated Loss Due to Exemptions under Central Sales Tax

Details of tax 
conception

06; '0 70-71 71-72 72-73 73-74 74-75 75-76 76-77 Total Remarks

D. Exemption from 
' CST in respeot

o f  intor-S ta te  
saleo to  Megha­
laya  (70-71) _
Arunachai and 
Mizoram (71-72)

E. Exemption from 
CST in  respect 
o f  in t e r -S ta t e  
sale' of petro- 85 
leum and petroleum 
products to regis­
tered dealers.

8

88

12

90

31 32 34 36 ’3> Q 1 92

48 311

The scope of the 
exemption was 
enlarged with 
the formation of 
Maghalaya as a 
State in 1971-72.

Withdrawn 
w .e .f . 1-8-72
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Assam. The levy of a tax on inter-State sales in Megha­

laya would most probably lead to the trade centres in 

Assam being by-passed with goods being sent direct from 

other States to Meghalaya. However, in view of the loss 

of revenue which is likely to increase in the yuars to 

come, we recommend that inter-State sales to Arunachal 

Pradesh and Mizoram be brought under tax. In this conn­

ection, it may be noted that Arunachal Pradesh does not 

now levy a sales tax.

5.6.58 Another factor leading to tax avoidance is the 

so called "stock transfer" or despatch of goods on a 

consignment basis. Through this method the consignor 

sends goods to himself ( i .e . ,  a branch office outside 

the State), thus avoiding payment of the GST on the ground 

that no sale has taken place. The goods are then sold 

within the State where the branch office is situated. 

Sometimes there is outright evasion because what is in 

reality a sale to a third party is camouflaged as a stock 

transfer. This problem of stock transfer is endemic and 

common to all the States. However, it is especially re­

levant in the case of Assam because a very large propor­

tion of the most important products of the States has to 

be sent outside the State, e .g ., tea, plywood and petroleum. 

Of these, the State is able to c jllect the GST only on 

petroleum crude sold to the Barauni refineiy. As far as 

tea is concerned, the bulk of it is taken out on stock 

transfer to be sold in auction in Calcutta or to the so- 

called branch offices in other places. The State exempts 

from tax the sale of tea in auction at the Gauhati centre, 

but the GST on such tea can be avoided by moving it out 

on stock transfer. As far as plywood is concerned, it is
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learnt that the State is able to collect very little 

either by way of internal tax on timber or by way of the 

CST on manufactureu. plywood. We have already pointed out 

that it is found very difficult to collect tax on timber. 

Most of the plywood is exported out of the State and the 

GST is avoided through the same method of stock transfer.

5.6.39 We may now consider to what extent the State 

should take measures to bring a larger proportion of inter­

state sales under tax. In respect of petroleum crude, 

subsequent to the Supreme Court verdict in favour of the 

State, CST is being levied on inter-State sales and no 

corrective action is needed. In respect of tea, it is 

true that the State gets very little by way of sales tax 

on the major part of which is produced within its borders. 

However, it does collect a substantial amount by way of 

the agricultural income tax from tea plantations. Con­

sidering the fact that in recent years the yield from the 

agricultural income tax has registered a very high rate 

of increase and now forms about 27 per cent of the total 

revenue from State taxes, we feel that it may not be 

necessary to take any step in the immediate future re­

garding the stock transfer of tea out of the State. We 

would also recommend that the present exemption of tea 

sold in auction in Gauhati be c itinued. With the levy 

of a tax on tea sold in auction in Calcutta, the con­

tinued exemption of tea sold in Gauhati to some extent 

redresses the balance in favour of the former centre.

In respect of timber, it is certainly a matter for serious 

consideration that the State is unable to collect any 

worthwhile amount by way of sales tax. The change in 

definition of the term "goods" which we have suggested
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earlier will go part of the way to solve this problem. 

However, a real solution will be found only if stock 

transfers themselves are brought under tax at least under 

certain conditions, through a change in the Central law 

defining an inter-State .sale. We would, in this connect­

ion, like the Government of Assam to look at the problem 

in the total perspective. The question has to be asked 

whether Assam would gain by an amendment to the law enabl­

ing the taxation of stock transfers, if consideration is 

given not only to exports but also to imports for con­

sumption and entrepot trade. As it has not been possible 

for us within the time at our disposal to gather the nece- 

ssaiy statistical infonnation to give an answer to this 

question, we are not expressing any defixiite opinion on 

this matter. However, we would like to draw the atten­

tion of the Government to the gains that Assfei might be 

reaping as a result of stock transfers from other States.

Taxation on services

5.6.40 Sales taxes of State governments apply only to 

sales of goods because the Constitution empowers them to

levy "taxes on sale or purchase of goods............... "?

services being excluded from the clause. A few services, 

however, are taxed under certain provisions of the Con­

stitution. These include transportation and entertain­

ment. The taxation of services per se has not been assign­

ed to the Centre or to the States, and as a residency 

power can be exercised only by the Central Government.

5.6.41 The Jha Committee has made certain recommendations 

regarding the introduction of a tax on particular kinds

of services to be imposed by the Centre and to be collected
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and retained Toy the States. The implement at ion of this 

recommendation, however, would require the enactment of 

the necessary legislation by the Centre. It would be in 

the interest of the State governments to urge the Centre 

to give urgent consideration to thio matter.



Annexure to Chapter V

ANNEXURE V .l  

Tax Rates under the Assam Sales Tax Act, 1947

Si.No. Description Rate of tax

1. Declared goods 4 paise in the rupee

Readymade garments made
of textiles not contain- 3 paise in the rupee 
ing any synthetic yarn 
or fabric

3. Other goods (other than 
the taxable under the 
Assam Finance (Sales 
Tax) Act, 1958 and
the Assam Sales of 6 paise in the rupee
Petroleum and Petro­
leum products, in­
cluding Motor Spirit 
and Lubricants 
Taxation Act, 1955
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ANMEXORE V.2

List of Goods Exempted under Section ? of the 

Assam Seles Tax Act, 1 947

Si.No. Description

( 1) ( 2 )
1. All cereals and pulses 

including all forms of 
rice

2. Plough, plough points, 
spade,(kodali) sickles, 
khurpi, axe, khanta(for 
digging hole in the 
soil)and dSo

"Jonditions ana
exceptions subject 
to which exemption 
has been allowed

(3)
Except when sold 
in sealed con­
tainers

3. Books, periodicals, and 
newspap er

4. Bread

5. Betelnuts

6. Cotton

7. Electrical energy

8. Chemical fertilisers 
and bone meal

9. Fish, ghee (but not vege- Except when sold
table ghee), dahi, butter, in sealed con-
cream, casein, meat and tainurs
vegetables (but not onion,
garlic, spices and 
condiments)

10. Flour, including atta, 
maida, suji and bran
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(2 ) ( 3 )

Fresh fruits

12. Gur and molassas

13. (i) Anti-maloria drugs, via. ,
quinine in pc .de.r form, 
quinine p i l l  ("but not 
s ugar c o at e d} , qui n i n e 
a lka lo id s , sa lts  o f  
cinchona, and its 
aUkaLoids, totaquina, 
cinchona fabrifuge and 
chloroquine group of 
drugs, e.g., Niva quine, 
Reschochin and Gomoquine 
whether in solution or 
in powder or in tablet 
form, ^aliudrine and 
Daraprim

(ii) Anti-kala-asar drugs, 
via. , Urea Stibamine 
and Pentamidine 
I s et hio nat e

(iii )  Vaccine, via. s Small pox 
vaccine, Cholera, vaccine 
and T.A.B. vaccine

14. Mustard Oil, rape oil and 
mixtures o f  mustard and 
rape oil

15. Mustard seed and rape seed

16. Sago

17. Salt Except when sold 
in sealed con­
tainers
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U  ) 

18.

r\ r-x
s IJ • 

21 .

2 2.

23.

2 4.

2 5 A.

25B.

26 .

27.

28.

(2) (3)

Water but no fc (d is t i  l l e d )  
aerated or mineral water 
when sold in  b o t t le s  or 
sealed containers

- Milk- : Except when sold in
sealed 'ionteiners

Fire wood

Mat h emat i c al i na t run; e n t s 
for students

Spun silk yarn (as 
distinguished from raw 
silk) and Noilyarn

Goods sold at Defence Exemption is aUowed
Services Installations on condition that the

goods are sold to 
personnel of the 
Defence Services at 
prices fixed by the 
Government of India

Slates and slate pencils

Pencil, paper, blotting On production of a
paper, ink, .ink-pot, certificate to that
penholder, nib and eraser effect from the head
purchased for and by ' of institution
.students : : •
i ' • . .

Scale,:colour box, painting 
box, school map, exercise 
book and drawing book

Grass used as cattle fodder 
only

Endi and Muga cloth 

Endi and Muga yarn



(1)

- 163 -

(3)

29. Handspun cotton yarn

30. Handlocra cloth woven out 
of handspun cotton yarn

31. Mi11-made cotton yarn
( excl'u<3ing sewi.ng thread)

32. Publications issued by the
Publications Division of the 
Government of India, Ministry 
of Information and Broad­
casting

33. All varieties of textiles, 
namely, cotton, woollen or 
s i lie e n inc lu di ng r ayo n , 
art silk or nylon whether 
maiiifaciured by handloom, 
powerloom or otherwise

34. Sugar

35. Tobacco and all its 
products

36. Ayurvedic, ftcmropathie
and Unani medicines

37. Raw jute

38. Potteries When sold by pro­
ducers' co-opera­
tives furnishing 
an annual certifi­
cate from the com­
petent officer of 
the co-operative 
Department to the 
effect that they 
continued to pro­
duce these goods by 
the labour of their 
own members without 
engaging any hired 
labour



Sug'ir cane

Khadi and/or pro duct a 
of village industries 
as defined in the Eha&i 
and Village Industries 
Co mmi s s i o nT s Ac t , 1 956

Hand woven silk (Pat) 
cloth

Goods exported to Bhutan

leather cloth and in­
ferior or imitation 
leather cloth ordinarily 
used in book-binding

Rubberised or synthetic 
water-proof fabrics 
whether single textured or 
double textured

When sold to sugar 
factories

When sold by a pro­
ducer and/or organisa­
tion certified, for 
the purpose by the 
Ivbadi and village 
Industries Commission
0 o nst it ut e d un der t he 
Khadi a.nd Village 
Industries Commission's 
Act, 1 956 or the 
statutory State Khadi 
and Village Industries 
Board constituted 
under the Act of the 
State

When produced and 
sold by Weavers' Co­
operative Societies

On production of a 
certificate from the 
Commissioner, the 
Deputy Commissioner5 
the S .D .O .'s  of the 
Southern Bhutan, 
Sarbhang to the effect 
goods are for export 
to Bhutan
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( 1 ) (2 )

45.

4-6.

47.

Book-binding cotton fabrics

Endi spinning and Muga-cum- 
Tossar twisting and reeling 
machines popularly known as 
Nidhiram Type

Articles donated by mam- 
facturers and dealers as 
gift for the use by the 
Armed Forces

On production of a 
certificate from 
the local Station 
Commander of the 
Armed Forces or his 
authorised agent to 
the effect that the 
articles are donated 
as gift for the use 
by the Armed Forces

48.

49.

50.

51.

Goods purchased by the 
Indian Aid Mission, Nepal

Green tea leaf 

Furnance oil

Goods exported to 
Sikkim

On production of a 
Certificate from the 
Dir ect or, Indian Ai d 
Mission, Nepal or 
his authorised agent 
to the effect that 
the goods are for use 
in Indian-aided pro­
jects in Nepal

When sold to public 
utility undertakings 
for generation of 
electric energy in 
Assam

On production of land 
customs receipt or 
certificate of the 
Government of Sikkim 
to the effect that 
the goods are meant 
for consumption in 
that country
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(1) (2) (3)

52. Paper used for
printing of text 
b c ok 3  app r o v e d 
by the Text Book 
Committee and 
the University

53. Patidoi Sut

0:n production of 
certificate from 
book committee, 
university and 
other educational 
authorities, e .g ., 
Higher Secondary 
Board

54. Oil cake
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ANl'JEXURE V.3

Tax Rates under the Assam Finance (Sales Tax) Act, 1956 

Si.No. -'Tams of taxable goods Rate of tax

TD~~ ' (2 7  m

1. All arms including
r i f l e s ,  re vo lv e rs ,  12 paise in the rupee
p is to l  and amrunition 
fo r  the same

2. All clocks, time pieces 12 . . th
o f  watches and parts  ̂ paise in xne r pee
thereof

3. Binoculars, telescope
and opera glasses - do -

4. Cigarette cases and
lightors

do

5. Cinematographic equip­
ments including cameras, 
projectors and sound 
recording and repro­
ducing equipments, len- - d o ­
ses, films and parts 
and accessories required 
therewith

6. Dictaphones and other
similar apparatus for 
recording sound and 
spare parts thereof

7. Gramophones and compo­
nent parts thereof and 
records

- do

- do -

8. iron and steel safes and - do -
almirah
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(1) (2) (3)

9. Motor cyclop Pj.id motor 
cycles combination^, 
motor scooters, moto-
rettes and tyres, tubes - do -
and spare parts of motor 
cycles, motor socoturs 
and motorettes

10. Motor vehicles including 
motor cars, motor taxi, 
cabs, motor ommibuses, 
motor vans and motor 
lorries, chasis of motor 
vehicles belonging to 
other (on the turnover 
relating to bodies) compo­
nent parts of motor- vehi­
cles, all varieties of 
trailers by whatever name 
known, tyres (including
pnumatic tyres) and tubes - do -
ordinarily used for motor 
vehicles and trailers 
whether or not such tyres 
and tubes are used for 
other vehicles and arti­
cles ( excluding batteri ca) 
adopted for use generally 
as parts or accessories 
of motor vehicles and 
trailers

1 OA. Batteries (excluding dry
cells) - do -

11„ Photographic and other 
cameras and enlargers,
films and plates, paper 12 paise in the rupee 
and cloth and other parts 
and accessories required 
for use therewith
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(1) (?) (3)

12. Refrigerators and air
conditioning plants ‘ nd - do -
components thereof

13. Sound transmitting- equip­
ment including telephones -  do -
and loud speakers and
spare parts thereo f

1 4 . Type-writers, tabulating
machines, calculating and - do -
duplicating machines and 
parts thereof

15. Wireless reception instru­
ments and apparatus, radios
and gramophone electrical - do -
valves, accumulators, ampli­
fiers and loud speakers and 
spare parts and accessories 
thereof

16. All electrical goods
iinstruments, apparatus, 
appliances and all such 
articles, the use of 
which cannot be had except 
with the application of 
electrical energy, includ­
ing fans lighting bulbs, 12 • . +h rv,„ee
electrical earth wares u  paise in Xfte rupee
and porcelain and all 
other accessories and 
component parts either 
sold as a whole or in 
parts

17. All varieties of tractors
and bulldozers including - do -
parts and accessories
thereof
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(2) (3)

18. Bicycles, tricyclcs 
rickshaw and ovel^ts
combinations and 
accessories and parts 
thereof

19. Bricks and tiles (kiln 
burnt) other than mosaic 
(ma ̂  0 nr y t i 1 e s)

r?7 Daise in the rupee

- cio -

20. Cemefrt 10 paise in the rupee

21. Hair oils, toothpaste,
tootls. powder and tooth 7 paise in the runee
brush

22. Crockery and cutlery,
including knives forks 
and spoons, articles made
of glass procelain or ~ do -
glazed earthenware 
adopted for domestic use

23<, Vegetable oil.3 both edible

'gor non-edible including
vanaspati or vegetable - do -
but excluding must,arc- oil, 
rape oil and axmixture of 
mustard and rape oil

24. Fireworks including 7 paise in the rupee
coloured matches

25* C-lassware, bottle and
phials, funnels globes,
glass parts of lamps, 7 paise in the rupee
sheets and plates, photo 
and other frames and 
mirrors
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(1) (2)
2 6. L eat her . go •  ds o f

all varieties (other
than haM  made footwear 
when sold at price not 
exc ee ding Hi. 5.00)

27. Hatches

28. Medicines and drugs
other than the following

(a) ant i-malaria, drugs, 
v iz . , quinine in 
powder form, quinine 
pilla (but not sugar 
coated) quinine alko- 
loida salta quinine 
cebeggaon and alkoloid, 
tolaquine, cinchona 
and chloroquine group 
of drugs e.g. Niva 
quine, Reachoclin and 
Came quin e whether the 
solution or powder or
in tablet form paludrine 
and darapirm

(b) anti-Kalazar drug v iz . ,
Urea St ib amine and
P entamadi ne Is et hi o nat e

(c) vaccine viz. , Small pox 
vaccine Cholera vaccine 
and T.A.Bo Vaccine

(d) ayurvedic, homoeopathic 
and unani medicines except 
those covered by item Mo.67 
of this schedule

(3)

do -

- do -

- do -
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(3)(1) (2)

29. Paints, colours, lactuers
and varnishes including 7 paise in the rupee 
glue, polish, terpentine, 
enamels and indigo

29A. Brushes, sand papers and
other abrasives bv - do -
whatever name known

30. Plywood, hard-board, cut- - do -
board and straw^board

31. Premeralds, rubies, real 
pearls and sapphires,
synthetic or artifical - do -
precious stones, pearls 
artificial or cultured

32. Rubber products - do

- do
33. Sewing machines, knitting 

machines and parts and 
accessories thereof

34. Soaps of all varieties
including toilet soaps, 
shaving soap, medicated 
soap, soft soap, liquid 
soap, soap clips or flakes, 
powdered soaps of any other 
discription and detergents

35. Stainless steel products 12 paise in the rupee

36. Tinned, canned, bottled
or packed foods or pro- ? . ± the
visions including con- y *
fectionary, biscuits and 
cakes
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(1) (2 ) (3)

37. Upholstered, furniture, 
sofa sets, dressing tables 
and fur nit'are of all types
made of timber and iron 12 paiee in the rupee 
and steel

38. Vacuum flasks of all kinds 12 paise in the rupee

39. Water supply and sanitary 7 paise in the rupee
fittings

40. Iron and Steel as de­
fined in clause IV of
Section 14 of the C.S.T. 3 paise in the rupee
Act, 1956 (Central Act,
74 of 1956)

41 . Electroplated nickel or
silver or German silver ' 12 paise in the rupee
goods

42. Articles made of inlaid
with ivory - do -

43. Perrembulators - do -

44. Carpets including durries - do -

45. Foam rubber products - do -

46. Coal gas and coo,l cokt 3 -0aise in the rupee
in all its forms, out x *
excluding coal

47. All machineries and
spare parts thereof 7 paise in the rupee

48. Plastic celluloid and 
bakelite goods

- do -

49. Ladies hand bags and _ _
other types of vanity 
bags
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(1) (2) C5)

50. Tinned, bottled or
packed milk i'oods (in- - do -
eluding condensed milk)

51 , White sheets and ga'lvaniz- _
ed sheets plain or corru- 
gated

5°. Asbestos sheets - do -

53. Shaving sets, razors,
razor blades, shaving - do -
brush and other accesso­
ries

54. Timber other then fire
wood 7 paise in the rupee

55. Dried fruits, bulbs (in- _ _
eluding onion and garlic)

56. Petromax, stoves, cookers,
lamps, lanterns and parts - do -
and accessories

57. Padlocks and keys - do -

58. Shoe polish, shoe creams 7 paise in the rupee 
ans shoe brush

59. Dyes and chemicals - do -

60. Torch and traosistor 
batteries, torch lights 
and torch bulbs

61 o Tooth paste, tooth _ ^
powder and tooth brush

62. Pipes and fittings of Pipes - do -



- 175 -

(1) (2) (3)

63. Pesticides including
insecticides, fungicides 
herbicides, redenticides 
etc.

do

64. India made and imported 
foreign liquor including 
whisky, brandy, gin, rum, 
wine, champagne, beer, 
cider, perry ale and other 
fermented potable liquors 
(except when sold to defence 
personnel in Defence Services 
Canteens)

25T paise in the rupee

65. Non potable liquor, that 
is 7 paise in the rupee

(a) rectified spirit
(b) denatured spirit
(c) methyl alcohol
(d) absoliite alcohol
(e) any other alcohol 

which the State 
government by noti­
fication in the 
official gazette 
declares to be 
non-potable for 
purpose of this 
entry

Spirituous medicinal 
preparations (under any 
pharmacopaedia) contain­
ing" more than 12 per cent 
by volume of alcohol (but 
other than those which are
declared by the State 20 paise in the rupee
government by notification 
in the official gazette 
to be net capable of 
causing intoxication)
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(1) (2) (3)

67. Country spirit 1,4' paise in the rupee
/

68. Cosmetics and toilet 
,r e qui sites i no ludi ng
scents, perfumes, snows, , ± in the rupoe
powders and lipstick F b
excluding those covered 
by item No.21

69. Mosaic (Masonsy) tiles - do -
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AME2HRE V . IV 

Assam ( Sales Tax of Petroleum etc.) Taxation Act, 1955

There shall be levied and coll acted from every dealer a 
tax on sales of the following goods at the rates speci­
fied belows-

1. Motor spirit (except 
diesel oil and internal 
combustion oil other 
than petrol)

2. Lubricants

3. Diesel oil and other 
internal combustion
oil other than petrol

4. (a) Superior kerosine
not ordinarily 
used as internal 
combustion oil

(b) Inferior Kerosine 
not ordinarily used 
as an internal 
combustioiT oil

5. Crude oil

6. Petroleum coke

7. Petroleum gas and 
natural gas

8. All other products 
obtained as derivatives 
or petroleum and/or 
natural gas

30 paise oer litre

10 paise per litre

11 paise per litre

3 paise per litre

2 paise per litre

1 paise per litre

4 paise in the rupee 

7 paise per rupee

7 paise per rupee
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ANNEXURE V-5

Rate of Purchase Tax under the As3an; Purchase Tax Act,

1 967

Description of goods Rates of tax

1. Raw jute 4 paise in the rupee

2. Raw hides and skin 3 paise in the rupee

3. Bones of animals, hrids, 3 paise in the rupee
rentiles and fish

4. Paddy 2 paise in the rupee



V I. SALfiS TAXSS: AivALYSIS OF OPERATIONS

6.0.1 Tax adminisr:ration in Assam is indeed in a so­

rry state, A complicated tax like the sales tax, levied 

at two different points cannot be administered effec­

tively without a well-trained and we11-equipped staff 

and except on the basis of an adequate information sy­

stem, None of the pre-requisites are present in Assam. 

As a result, the operations of the tax are far below 

optimum and tax delinquency is of a substantial mag­

nitude, We shall in this chapter examine the diff­

erent aspects of operations with a view to improving 

tax administration and compliance.

1 • Registration of Dealers

6.1.1 All dealers in the State with an annual turn­

over above the exemption level, and all importers and 

manufacturers are liable to get themselves registered. 

For this purpose, a dealer is required to submit an 

application in the prescribed form alongwith, the pre­

scribed fee. After an application by the dealer, the 

tax authorities take steps to verify the genuineness 

of the dealer and to get an idea as to the size of his 

turnover. If necessary, they go through the books of 

accounts. If the authorities are satisfied that the 

case is genuine, a registration certificate is issued 

to him.

6 .1 .2  After verifying that the accounts are in order, 

the Taxation Department takes only a few days for iss­

uing the registration certificate. Delay is said to 

occur only in case of prima facie doubts, genuineness

of the case and the size of' the turnurer. The dealers.
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genera l ly ,  have no complaints about delay ia trie issue 
o f  reg is t ra t ion  c e r t i f i c a t e s .

6.1.3 The data on trends in re g is t ra t ion ,  presented 
in tab le  71.1 , show that the numoer o f  reg is te red  de­

a lers  in the State has doubled during the period 1960-61 
to  1976-77. Tne growth in the numoer o f  reg is te red  
dealers under AFST has been at a higher rate than under 
A ST . Thus, while t o t a l  reg is tra t ions  increased at the 
rate o f  ^.6 per cent per annum, tne increase was o f  the 
order o f  9*2 per cent per annum in the case o f  AFST.

This was mainly caused by the expansion in the coverage 
o f  th is  Act.

6 .1 .V The ex is t in g  l e g a l  statutes require the r e g i s ­
t ra t ion  o f  dealers separately f o r  each Act. One dea ler ,  
dealing in two d i f f e r e n t  commodities, taxed at the f i r ­
st and the la s t  points has to  have two r e g is t ra t io n s .
This, besides leading to  duplication in counting the 
number o f  reg is te red  dea lers ,  means avoidable trouble 
to  the dea ler .  A dea ler  having two r e g is t ra t io n  numbers 
is  not conducive to care o f  id e n t i f i c a t io n  that there 
should be only one re g is t ra t ion  f o r  a dea ler .

6.1 .5 Tables V I . 3 and V I .h- g ive  the c l a s s i f i c a t i o n  o f  
reg is te red  dealers in tne State according to turnover. 
During a l l  the years considered, a large number o f  r e ­

g is te red  dea lers ,  accounting fo r  between 30 per cent 
and *+0 per cent belonged to the turnover group o f  Rs. 12,000 
to  Rs.25,000 they however, contributed only a very small 
f ra c t ion  o f  the t o t a l  tax y i e ld  (Table V I A ) .  Farther,
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TAB L i  Vjl.I 
Trends in bales Tax Regis orations

Year A . S . r . A.F.iS .T .

1960-61 7692 

(51 .06)
2695

(17.89)

1 9 6 1 - 6 2 7 7 %  

(53 , 08)

1922
(13.16)

1 9 6 ^ - 6 3 7989
(^8.33)

3262
(19.73)

1Q 63 ~ 6̂+ 8062
(U-3-57)

^27}+

(23.09)

1 964—65 8508 
(Vf .90)

^27^

(22.55)

1965-66 866U- 
(Vf.21)

^756 
(23.71)

1966-67 8826 
(VI .36)

560̂f
(26o26)

1967-68 8853

(38.99)

6^3 ̂  

(28.3^)

1968-69 9078
(37.69)

721

(29.95)

i.'i • 0 • X 0 c m • X TOTAL

237 
(1 . 57)

V+39 
(29.if 6)

15063

179 
(1 .82)

'i+7h 9
( 3 2 . >2;

1 m-600

131
(0.8)

51 *+9 
(31 .1*0

16531

13^
(0 .72)

603^
(32.60)

1850^

13^
(0 .70)

6031 

(31 .83)

189 if 7

138

( 0 . 67 )
6i+91+ 

(31 .82)

20052

136

(0.63)

6770 

(31 .73)

21336

1 51
(0.67)

7267
(32.00)

22705

161

(0.65)

7629 

(31 .03)

2̂ 082

Contd o
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TABLE 71. 1 (Coat<i)

Year A 0 £ . T 0 A.F.S.T A T3 T rl • ± . i  . i i • C' « j. t 0 * _L « TOTAL

1969-70 -976
(37.93)

7138
(30.17)

- 1 52 
( 0 , 6̂ ;

7393 
(3 1 .2k)

23659

1970-71 8976 . 
(36.96)

7577 
( 3 1 .20)

177
(0.72)

r c 0 
:yi'.09)

2i+280

1971-72 ?1 58 
( 36 .96)

7796 
(31 M )

- 190
(0.76)

/(:>■- c 

(30.79)
■~Lr  /'/c .

1972-73 9776
(36.89)

8317 
(31 .39)

3Mf
(1 .29 )

200
(0 .75)

7657
( 28 .90)

26^9^

1973-7^ 9933 
(36.56)

8716
( 3 2 .08)

i+07
(1 .*+9)

210 
( 0 .77 )

7900
( 29 . 08)

27166

197’+-7 5 1 0091 
(37. W

8703
(32.29)

362
( 1 .3k)

202
( 0 .71+-)

7592
( 2 7 . 9̂ )

26950

1975-76 11069
(37.82)

9192 
(31 A 1 )

k-22 
(1 .Mf)

207
( 0 .70)

8372 
( 28.61 )

29262

1976-77 1 2253 
(36.85)

1 COMf 
( 30 . 2 1 )

b-25 
(1 .27 )

212
(0 .63)

10309 
(3 1 .0 1 )

33243

Growth
rate 2 .3^ 9.17 k . 7 0 2.00 '-+.01 ^.59

Figures within parentheses denote percentages of total 
of the year. J
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the lower' limit of this group being the exemption level 

for the last-point tax, a small increase in the exemption 

level will shift the impact of the tax from a very small 

dealer to a bigger dealer in an earlier place in the 

stream of transations. Therefore, if the exemption level 

is raised to Ps.30,000 or so, the loss in revenue would 

be minimal. Even that will be made up by the collection 

of tax at the earlier stage. Hence,our earlier reco­

mmendation for an increase in the exemption level for 

the last-point tax.

6 .1 .6  No exemption level is now prescribed for manu­

facturers and importers, and each of them,irrespective 

of their turnover, has to be registered. This enables 

the department to get information about the points of

TABLE 71.2 

Erend in Sales Tax Assessment in Assam

Year A .S.T . A .F .S .T . p Q rn Petrol TOTAL

1 966--67 18,831 10,696 13,382 513 1+3 ,*+22

1967-•68 19,71*+ 12,226 15,0M+ 568 >+7,552

1 968--69 15,56*+ 11,022 13,393 579 1+0,558

1969-■70 16,901 12, 122 11+, 18^ 523 *+3,73 0

1970-•71 1 9 , 01+2 1^,607 13,185 678 *+7,512

1971-■72 1 7 ,1 8 6 13,2^8 15,758 578 ^6,770

1972-■73 16,857 12,959 1 i+, 1+08 570 ^,79*+

1973-•7)+ 20 ,11+9 15,899 11 ,036 1 ,07*+ 1+8,1 58

197^-•75 2 2 ,1+1+5 16,1+95 1 1 ,11+1 1,569 51,920

1975-■76 2 3 , >+29 19,638 1 1 ,71+9 829 55 > 6M-5
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origin of transactions in the 

tne importance of information

TABLE 71

Average Proportion of Ass

eco nomy. 

sc obtai'

• J)

essees an-'

]Votw itnst 

ned s it see

:i Tax Rover;

and xng 

ms that

ue

Collect

(During

ed by Turnover Groups 

1960-61 to 1977-73;

Pore ent age of assoeseiG3

Turnover group
A.F.S.T C.S .T . Petroleum

tax
Purchase
tax

Rs. 12,000 - 25,000 35.35
(16.00)

26.63 
(3.1*0

^3.25 
(1 .36)

6.7^
(0 A 8 )

es.2 5 ,000 - 50,000 23.51
(1 2 . 1 9 )

2b M  
(3 . 88)

19.88 
(10.62)

*r.83
(0.60)

Rs.50,000 - 1 lakh 1 5.21 
(11 .2lf)

20.32 
(6.86)

1 2.29 
(M-f.71 )

5.56
(2.25)

Rs.1 lakh - 2 lakhs 10 A3
(1 0 . 03)

10 A3. 
(16.86)

4-.1 0 
(l+.81+)

5.00
(7.13)

Rs.2 lakhs- 3 lakhs 6.36
(8.69)

8.66 
(19.06)

12.29
(17-36)

13.99 
(11.60)

Rs.3 lakhs- 5 lakhs 1t.89 
(8 A 1 )

5-79 
(22.1 5)

1 .52 
(9.73)

19.78 
(7 .82)

Rs. 5 lakhs and above 3.72
(33 . W

3.73
(28 .05)

6.68
(7 .13 )

Mf.10
( 7 0 .22 )

Figures within parentheses indicate tax revenue 
collected.

registration of very small manufacturers leads to un­

necessary work for the department. In any case, such
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registration is inconsequential froc> che ooint ox view 

of revenue. Our analysis of such provisions in other 

States reveals that many of then have fixed an exemption 

level of Bs. 10,000 for the manufacturers. we recommend

TA3Iii. VI. 4

Classification of Assessees According, _to Hanĵ e 

of Turnover under Assam Sal-';s Tax

■n.urnover gr­
oup s __________________
(Rs. thousand) 1960-61 1965-66 1970-71 1975-76

Yeai

12 - 25 1 ,4-98 
(42.03)

1 ,654 
(40.44)

1 ,440 
(32.14)

1 ,303
( 29 .03)

25 - 50 7 28 
(20.43)

848
(20.73)

1 ,045 
(23.33)

997 
(22.21 )

50 - 100 631
(17.70)

657 
(16.06)

767
(17.12)

733
(16.33)

100 - 200 ^47
(9/74)

412 
(1 0 .07)

517 
(11 .54)

481
(1 0 .7 2 )

200 - 300 185
(5-19)

245
(5-99)

307
(6 .85)

365
(8.13)

300 - 500 82
(2 .30 )

128
(3.13)

207
(4.62)

334
(7.44)

Above 500 93 
(2.61)

146
(3-57)

197
(4.40)

276 
(6.1 5)

TOTAL 3,564 4 ,090 4 5 480 4,488

Figures within parentheses snow percentages of the 
total number of assessees in each year,

that in Assam an exemption level for the manufacturers 

be fixed at a turnover of R;;.10,000.
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2. Submission of Tax Return

6.2.1 In the case of all the sales taxes, excepting 

the AFST, dealers are required to submit returns at the 

end of each quarter. In the case of AFST , the return 

is to be submitted during six months . It is better to 

introduce the same periodicity ot return for all taxes 

where the sales are unified and otherwise,. Alongwith 

the return5 advance tax is paid on self-assessment.

Given a quarterly return would ensure an even flow of 

revenue throughout the year. We recommend that provision 

for quarterly return be introduced for all taxes.

6 .2 .2  As taxes are paid under different Acts, a separ­

ate return has to be submitted for each of the sales 

taxes. We have already recommended the integration of 

different sales tax Acts. Once the integrated Act comes 

into operation, a single return would be sufficient.

The form of the return

6.2.3 The existing return, as prescribed in all the 

Acts, requires the dealers to give information on turn­

over of commodities grouped according to rate categories. 

The classification of the amount of tax paid is also 

according to the rates of tax applicable to the different 

groups. It is not possible to find out from the returns 

or from the registers maintained by the department ei­

ther the turnover relating to different individual co­

mmodities or the revenue raised by the Government from 

them „

6.2.4- We discussed this lacuna in the tax return with 

several officials in tne Taxation Department, as well
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as with the representatives of trade organisations. Al­

though the dealers ma> face some difficulties in furni­

shing information on turnover and tax classified according 

to commodities, such information is so useful for the 

Government that we feel that the necessary changes should 

be made in the existing form of return. However, the 

change need not be completed in ore stage.

6.2.;- Some other States have introduced revised returns 

which provide for forms having mere information. Their 

experience could be useful. Some of the States which 

tried to change their return did face some difficulties . 

Their experience suggests that it may be better not to 

ask for commodity -wise details for all commodities in the 

first instance. The experience of West Bengal government 

indicates that we should aim at first to obtain information 

on terminal tax in respect of a few major commodities 

or for a few groups of commodities. The selection of 

commodities selected for this purpose should together 

account for at least three-fourth of the revenue in tne 

State. It is recommended that as a first step commodities 

that yield major chunk of the revenue, should be separ­

ately mentioned in the new tax return. Another point to 

consider is that small dealers may find it difficult to 

maintain records on commodity wise sales. They may be 

exempted from furnishing inform?-1ion by commodities , 

though they will also use revised return. Bigger dealers 

having a turnover of Rs.1 lakh and above should be asked 

to furnish the extra details.

3 . Tax Assessment

6.J.1 Presently, the assessment is made twice a year.
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Ihe assessments are ma: e separately a. icier AST and the 

AFST. When these two taxes are merged.. there should 

be only one as segm ent . We further suggest that the 

assessment must be made annually. Tnis rec omta’indat ion 

is not inconsistent with the recommendation of quarter­

ly submission of returns. The c,jc.rtorly sabmisbion 

of returns fulfils  the objective of ensuring a regular 

flow of revenue to the Government •, annual a s e s s  merit 

would reduce the work load of the assessing authori­

ties without affecting the flow of revenue. The data 

relating to revenue given in table V I .6 show that 95 

per cent of revenue comes through advance payment of tax 

by the dealers a n d ,  therefore, postponement of assess­

ment by six months w ill  not adversely affect the flow 

of revenue to the Government.

6.3 The assessment procedure is of crucial impor­

tance in the operations of the tax, because it is here 

that the assessee comes in direct contact with the ad­

ministration. Simplification is essential from the point 

of view of the convenience of the dealers an a  a proper 

procedure is important from the point of collecting the 

rightful dues of the Government. Keeping these requir­

ements in view, it is necessary to formulate assessment 

procedures, whereby, the small dealers who contribute 

insignificantly to revenue, are relieved of avoidable 

procedural inconvenience and at the same time greater 

attention can be paid to the assessment of those sele­

cted dealers who contribute the bulh of the revenue.

6 .3.3 The present practice is to call all the dealers 

liable to tax to the Sales Tax Office , for verification
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of the correctness of the return filed and for comple­

ting the assessments. When the dealer appears before 

the superintendent of taxes, the latter makes a de­

tailed verification of the claims, etc.,and then frames 

an assessment order.

6,3.*+ An important part of work connected with tax 

assessment is checking up the accounts of dealers. As 

stated earlier, this work has to be done by the ass­

essing authorities. Detailed checking of accounts of 

all the assessees would take too much time. One has, 

therefore, to recognise that the work cannot be done 

perfectly in the case of all the dealers. We are of 

the view that the Government should classify the work 

of assessment into two categories, namely, dealers 

having annual turnover less than Ps. 1 lakh and those 

having an annual turnover exceeding fc.1 lakh. Complete 

checking of accounts should be done for all the dealers 

falling in the latter category. In respect of dealers 

having a turnover of less than Rs.1 lakh, self-assessment 

of the dealers should generally be accepted.

6.3*5 In order to retain fear of check by the assess­

ing authorities, there should be an annual five per cent 

random sample check of the accounts of small dealers.

For this purpose, there should be a system of centra­

lised selection of dealers and the Headquarters must 

have a unit for selecting the sample dealers every 

year. The accounts of the selected dealers should be 

subjected to a thorough check.

6 .3 .6  One of the suggestions made to us for the treat­

ment of small dealers was to provide for compounding of
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tax liability for such dealers. Some of the States do 

have rules which allow a dealer the option cf paying 

a lumpsum tax until he attains a particular higher level 

of turnover than the exemption level, although he has 

to be registered. However we do not feel that compounding 

is the best way only. If a. dealer collects the tax 

from the consumers, he should pay the amount in full to 

the Government. But when the provision of compounding 

is accepted, tne dealer collects the tax but pays only 

an approximate amount of collection, i .e . ,  he pays either 

more or less than what he collects. This cannot be acc­

epted as a good principle. Hence, our suggestions that 

the tax be collected from the small dealers on the basis 

of self-assessment with a provision for sample check.

6 .3 >7 Another important problem concerns the delays 

in assessments. There are many complaints on this score. 

These delays have resulted partly from the .fact that 

the increase in the number of assessing authorities, 

has not been commensurate with the increase in the 

number of registered dealers, and partly from the non­

existence of any legal binding on the department to 

complete the assessment of a dealer within specified 

period. Thus, theoretically, an assessment can be 

made years after the return is submitted. The actual 

delays and the possibility of the department taking 

up the assessment for a past year at the time of its 

choosing the dealers who have to maintain the records ■ 

pertaining to several years which may be required to 

produce at the time of assessment. Various trade or­

ganisations have represented against the inordinate de­

lays in assessment, which are not infrequent, and against
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the lack of time-limit within which the assessments re­

lating to a given year should be completed, we feel that 

there is substance in this complaint. Under the Income

TABLiii V I .5

Number of Assessment Cases Pending at the 

Jindof the Year

Year . A .F .S .T . C .3.T . Petroleum
tax

TOTAL

1960-61 7500 1117 2611 464 11 692
1961-62 7929 2003 3008 459 13399

1962-63 9159 3167 4712 509 1754-7

1963-64 973" 4899 5021 270 19976

1 964-65 95+6 54o4 3905 210 ' 19065

1965-66 60 64 3 896 3316 172 14068

1966-67 6225 4712 3667 236 14840

1 967-68 61 57 481 2 2899 192 14060

1 968-- 69 7614 6941 4084 1 58 18797

1969-70 10048 10901 5711 462 27122
1970-71 11137 11393 6536 551 29617

Tax Act a time limit of four years was initially prescribed 

for completing the assessments. This limit was subsequently 

reduced to two years. Such a limit prevails also under 

the Sales Tax Acts of several other States. We recommend 

that the assessing authority must be required to report 

regularly the number of cases pending with him for over 

two years. This may be provided for in the rules of the 

department. Besides, through an amendment to the Act, it
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must be made obligatory on the part of the department 

to accept the self-assessment mad3 by the dealer, if the 

department fails to make an assessment within a period 

of 4- years after the return has beer, submitted.

if. J^asion of Tax

6 .i+.1 While no reliable estimates of the magnitude of 

avoidance and evasion of sales taxes are available, the 

impression we have gathered is that these are practised 

on a large scale. Tax evasion takes on many forms and 

manifestations. The methods generally employed by the 

dealers are misuse of forms, carrying on business 

without a registration certificate, manipulation of 

accounts for under-reporting production or sales, under­

invoicing of imports and selling of goods at a premium 

but recording the transactions at control prices.

6 .*f.2 Apart from these common devices, the methods of 

evasion, and the means of checking it, are different as 

between the first and last-point levies. In the case of 

the former, since Assam is a net importer of a wide range 

of producer and consumer goods, one important way in which 

the tax is evaded is to import goods (or bring them in 

personally) without the knowledge of the sales tax autho­

rities and to sell them clandestinely without recording 

transactions or through unregistered dealers. For this 

purpose goods are booked through the railways on a self­

consignment basis, and when they arrive at one of the 

stations in the State, they are taken delivery of without 

any information reaching the sales tax authorities. 

Alternatively, goods are brought by trucks from other
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States aq4 %t is claimed that they would be only in tran­

sit through JUh8a«-» a town in a neighbouring State, being 

BftQVfl a& the final destination in the documents carried. 

Actually, however, the goods will be delivered, to some 

dealer in the State who would eell them "off the record” 

or would in turn claim that the goods have borne tax at 

an earlier stage.

It is clear that if evasion of the first-point 

tax is to be effectively checked, (i) there would have 

to be efficient way® of monitoring the flow of goode 

into the State th/qugh the main arteries of inter-state 

trade; and (i i )  way® must be devised to verify the claims 

of Various dealers of the effect that the goods they have 

sold were subjected to tax at the first-point. Check - 

posts at the border have been considered to be one of 

the means of keeping track of the movement of taxable 

goods into Statet although one school of thought holds 

the view that they serve no useful purpose, but that on 

ti'he other hand, hinder the free flow of traffic and 

fcecome sources of corruption. For verification of claims 

that the goods sold have already been taxed, a system 

of declaration forms has been developed in different 

States. According' to this system, the importer or the 

manufacturer who pays the first-point tax issues a form 

to the x-egistered dealers who purchase tnqjse goods from 

him certifying that the tax has already been paid at an 

earlier stage. /  are expected to verify that the

gecond-sellers file the forms with the returns> to 

dfteck the returns against those forms and to forward 

the forms to th§ circles of the first sellers concerned.

L I'he Superintendent s of taxes
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6 .4 .4  Unless the checkposts function effectively with­

out corruption * unless some watch is kept on arrivals 

of goods through railways and unless the claims by 

various dealers about taxes having been already paid 

on the goods sold by them are satisfactorily verified, 

it would not be possible to keep down to a minimum 

evasion of the first,point tax. As at present, there 

are only three sales tax checkposts at the borders of 

the State, we recommend that the number of checkposts 

should be increased and that the aim should be to cover 

all the important entry points. On an experimental 

basis, the staff of some of the checkposts should be 

increased so that they may deal with passing trucks 

more expeditiously. Moreover, the most important check­

posts should each be manned by a senior assessing off­

icer. It would also be necessary to introduce a system 

of permits for a few specified commodities that are ma­

inly imported and in respect of which it is found that 

there is considerable evasion of tax. In regard to 

these commodities, every intending importer should be 

required to obtain an import permit from the sales tax 

authorities of his circle, which should be carried by 

the person bringing the goods across the border. At 

the checkpost the goods should be verified against the 

permit and one copy of it should be despatched to the 

circle concerned„ The verification of the goods against 

the permits should be carried out thoroughly on a sam­

ple basis. At the other end, namely, the sales tax 

office, the permits should be automatically placed on 

the files of the dealer concerned.
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6.*+. 5 There is considerable disillusionment with the 

operation of the existing chsckposts in Assam. This is 

quite understandable because, as we have come to learn, 

they are not really contributing to the checking of 

evasions but then they are not being operated in the 

required manner. For one thing they are poorly staffed. 

Besides, where the permits are issued a n d  carried back 

into Assam they are sent back to tne Taxation Department 

and filed somewhere without being made use of in the 

assessment of the importers concerned. We would stro­

ngly urge that instead of abandoning; the system of 

checkposts, the department should strengthen them and 

get its officers to use the permits productively in the 

manner which we have suggested,

6 . . 6  In this connection, we may refer to a sugges­

tion we have made in the previous chapter regarding 

the introduction of a double-point tax in relation to 

certain commodities which are primarily imported and 

in respect of which there is considerable evasion. We 

earnestly hope that the Government would accept this 

recommendation and experiment with a double point system, 

to begin with, in relation to four or five major goods, 

particularly edible oils, electrical goods, hardware, 

building materials, motor parts and toilet articles.

6 A .7  It is equally important that the accounts of 

even the non-tax paying, registered dealers should be 

effectively checked to ensure that the taxes have been 

paid at the earlier stage and the necessary declaration 

forms have been filed. More importantly, these forms 

when sent to the circles of the first sellers must be
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tallied with the returns of tne concerned dealers. We 

would suggest that the department may examine whether 

this task cf tallying the forms with the returns could 

be undertaken on a regular basis by the Enforcement 

Branch. It is our understanding that although in theory 

the accounts of all the registered dealers are to be 

properly checked, only cursory attention is paid to the 

returns of dealers from whom taxes are most likely not 

to be collected. It is often assumed that as far as 

the first-point tax is concerned the job is complete 

as soon as tax has been collected from importers or 

the manufacturers. It is on this assumption that it 

is calimed that the first point tax is the easiest 

to administer. The above discussion would show that 

the claim is not valid. However that may be, the 

point we should like to stress is that even in respect 

of the first-point goods the accounts of registered 

dealers at the second and third stages also should be 

checked, at least on a sample basis,

6 .4 .8  In respect of the last-point tax, the two most 

important methods of evading tax art; (i) shifting pre­

mises or changing names and (ii) sales to bogus regis­

tered dealers,, It is common practice for dealers to 

set up business in a particular place without regis­

tering themselves, carry on trade for a few years 

without paying tax, even though legally liable, and 

then to disappear without trace to set up business 

elsewhere. Since these are usually small dealers they 

do not find it disadvantageous or costly to move from 

place to place. Alternatively, the name of the business
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is changed or only the name of uho owner is changed.

When the sales tax authority arrives on the scene, ha­

ving heard of some prospering business, he is toi&that 

the new proprietor and the new business have no conn­

ection whatsoever v;ith the older one. The second me­

thod of evasion referred to above is the straightforward 

one of showing sales to non-existent, registerod dealers. 

For this purpose it is necessary to obtain registration 

certificates and if necessary declaration forms. This 

can be obtained either through collusion with the off­

icers of the department or by showing bogus accounts 

books, etc.

6 .l+.9 These methods of evasion of the last-point tax 

can only be checked through a systematic survey of bus­

inesses in various parts of the State. In this task 

the Enforcement Branch has to play a crucial role. 

Periodic and surprise inspections by the officers would 

help in checking the genuineness or otherwise of tran­

sactions. Such inspections however have to be coupled 

with cross verification with the accounts of other 

dealers. At present the ii-nforeement Branch works on 

the basis of tips or information received from outside 

sources. Strictly speaking, this information should 

mainly stem from cross checks made by the assessing 

authority and through the information provided by the 

checkposts. It is also possible to get some information 

through coordination with the Income Tax Department 

and with the Sales Tax Departments of other States in 

regard to 'C' form.
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6.4 .10 Apart from evasion, assesses also practise tax 

avoidance. Loopholes in the tax law enable them to de­

vise various means of avoidance. One of the causes of 

avoidance, which we would like to point out here, is 

the ambiguity in the description of taxable goods.

Some ambiguity exists in relation to electrical goods 

(Entry 16), carpet (Entry 44), machinery (Entry 4-7) 

and chemicals (Entry 59)? under the AFST. We would re­

commend that more detailed and exhaustive description 

of these goods be incorporated either in the Act Itself 

or in the rules so that dealers may not claim, as they 

often do now, that particular items taxable at higher 

rates or to be classified under groups taxable at lower 

groups taxable at lower rates.

5* Appellate System and Procedures

6.5-1 The dealer nas tho£ight to make the first appeal 

to the assistant commissioner (Appeals; against an ass­

essment order or a penalty imposed by an assessing auth­

ority. Before a dealer can file an appeal, the tax ass­

essed or the penalty imposed has to be paid. This is 

sound practice, as the assessee will have no incentive 

to file an appeal just to obtain postponement of the 

payment of the dues. It also helps to keep down tax 

arrears. However, where a large amount of tax is in­

volved in the appeal, the appellate authority is vested 

with discretionary powers to entertain the appeal with­

out payment of the entire tax demand or the penalty im­

posed.

6.5*2 The data relating to institution, disposal and 

balance of appeals presented in table A .V I.6 , show that
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the number of appeals, against orders of assessment 

were quite large during the period 1961-62 to 1965-66.

In the later years, the number of appeals has come 

down, Thus, the number of appeals instituted, as per 

cent of assessments cannot be said to be an indicator 

of the quality of assessment.

6.5*3 The number of disposal nas been equal to the 

number of new appeals. Hence the large (previous/ 

backlog of cases has remained undiminished. It is 

recommended that some special arrangement should be 

made for the disposal of the backlog.

6 .5 A  An appeal against the order of the assistant 

commissioner (Appeals) can be made to the Board of 

Revenue, or the case can be referred to the commissioner 

of taxes for revision. If the matter is referred to 

the commissioner of taxes for revision, the dealer lo­

ses the right to make a second appeal before the Board 

of Revenue. If a matter of law is involved, the case 

can be further referred to the High Court against the 

judgement of the Board of Revenue. These provisions 

are satisfactory.

6 .5 .5  Under the existing law, there is no time limit 

for the exercise of the power of suo-moto revision by 

the commissioner of taxes of an order prejudicial to 

tax revenue. As indicated earlier, this requires the 

dealer to maintain books of accounts for an indefinite 

period of time. Dealers have a grievance on this acc­

ount. We feel strongly that some time limit must be 

imposed. Under the Income Tax Act, the commissioner 

can exercise suo moto powers for 2 years from the
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the date of the orders sought to be revised. We recomm­

end that this power of the commissioner of taxes should 

be exercised within 4 years after the date of the ass­

essment order.

6 .5*6 The data on institution, disposal and balance 

of revision petitions show that there have been many 

cases of appeal against the decisions of the appellate 

commissioner and that such appeals are on the increase; 

as against the institution of 35 revision petitions in 

1969-70s 378 were instituted in 1976-77* The disposal 

of revision petitions has not been keeping pace with 

it . As a result, the number of pending revision peti­

tions has been increasing at the end of every year.

There is an urgent need on the part of the Board of 

Kevenue to dispose of these cases which go to swell 

the amount of arrears.

6* Arrears of Tax

6.6.1 Arrears of sales taxes have been mounting over 

time (TablqA’VI.-^). They increased from Rs.213 lakh at 

the beginning of the year 1 97O-71 to P?.575 lakh at the 

beginning of the year 1976-77* A large part of the arr­

ears relates to AFST-48 per cent; the amount being Rs.276 
lakh at the beginning of the year 1976-7 7 . Arrears at 

the beginning of the year as percentage of total sales 

tax collection has ranged between 15  and 20 per cent; 

in other words, during these years from 15  to 20 per 

cent of the tax revenue has not been collected by the 

department. One of the most important conclusions to 

be drawn from the data is that the department has been
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able to collect only 10-1 5 per cent of arrears out­

standing in each year. Another disturbing feature 

relates to the periods for which arrears have been out­

standing. The data presented in table A.VL8,show that 

on March 3 1 , 1975, out of the total arrears outstanding, 

%.63,000 related to 1 950-51 5 Ps.16,000 to 1951 “ 5^ and ' 

roughly similar amounts to each of the year till 1 956“ 57 •

6 .6 .2  Such being the State of affairs, a big effort 

has to be mounted to tackle the problem of arrears.

Under the existing procedures, sales tax arrears are to 

be recovered as arrears of land revenue and hence the 

work is transferred to the Land Revenue Department where 

Bakijai officers undertake the task. However, they do 

not seem to be getting anywhere in this matter and a 

large number of cases of arrears remain pending with 

them,, The department is not unaware of this problem, 

and as an experiment, one ST (Recovery) has been appointed 

for the Gauhati area. Since January,1976 , this officer 

is looking after the work of recovery of all tne taxes 

under the Taxation Department for Gauhati unit„ The 

experiment can be said to be successful in as much as 

the collection of the arrears in that unit in the year 

1976-77 went up to R3.7.39  lakh from RsA lakh in 1975-76.

We recommend that the department should extend this 

experiment step by step with a view to setting up a 

full-fledged recovery branch in course of time,, This 

branch should be given the sole responsibility to re­

cover arrears of all the taxes within the jurisdiction 

of the .department.
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7. Cost of Collection

6.7.1 The cost of collection of sales tax is not very- 

high. In fact, as per cent of sales tax revenue coll* 

ection cost has declined from 2.8 per cent in 1960-61 

and 1 . 70  per cent in 1975-76. Our suggestions for stren­

gthening the administrative organisation of tae Taxation 

Department (detailed in Chapter 11 ) will lead to some

increase in the cost of collection.. The expenditure 

on pay of officers, allowances and honoraria, etc. has 

been fairly moderate, being Rs.70,000 in 1960-61 and 

about Ps.6 lakh in 1976-77. We? therefore, feel that 

even if the number of officials is slightly increased 

in order to carry out our recommendations the increase 

in the cost will not be substantial. On the other hand, 

the increase in the personnel of the type we have re­

commended can be expected to have a statuory effect on 

tax revenue collection by the department. Hence, per­

centage cost of collection may not even rise.



VII TAXES ON MOTOR VEHICLES AND ON PASSENGERS AND GOODS

7 .0 .1  A number of taxes are levied, directly and in­

directly, on the road transport industry. These include 

the motor vehicles tax, passengers and goods tax, the 

union excise duties and sales tax on vehicles arid on 

important comoonents, the taxes on fuel and finally octroi. 

Thus, both Central and State taxes fall on this Industry. 

While the Central taxes are levied at the same rates by 

the Centre there are variations in the rates of State 

taxes from State to State. Some of these variations are 

justifiable. However, the overall tax burden on the 

road transport needs to be kept in view and controlled.

This can only be done through co-ordinated action by the 

Central and Ste.te governments. In this chapter, we shall 

undertake the limited task of looking into two important 

State taxes, v iz ., the motor vehicles tax and the tax on 

passenger fare and on freight of goods in the State, with 

a view to rationalising their structure and administration 

so that their yield can be raised without either under­

mining the competiviveness of the industry in the State 

or hindering economic development.

1. Thl Evolution

7 .1 .1  Under the Indian Motor Vehicles Act, 1 9 H , various 

fees are levied for the purposes of registration, permit, 

driving licence, etc., these fees have been raised from 

time to time.

Motor Vehicles Tax

7 .1 .2  Apart from the above mentioned fees, the tax on Motor 

vehicles (MVT) was introduced in Assam under the Assam
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Motor Vehicles Taxation Act, I93r. Since then, the rates 

have been enhanced from time to time. In 1950-51 * signi­

ficant revisions were mace to bring the tax structure 

into conformity with those in the neighbouring States, 

the rates being considerably enhanced in respect of 

certain vehicles, suoh as motor cab3 and taxis (from Rs.40 

in 19^9-50 to Ps.80 in 1 950-51 ), stage carriages (rates 

doubled) and goods vehicles with different laden weights.

In 1963-64, changes were made in respect of certain cate- 

gori ee of vehicles, taking into account the recommendations 

of the Road Transport Committee,1954, and thp decisions 

of the Transport Council of 1959-60. According to their 

recommendations, taxes on public transport vehicles were 

stepped up and new rate categories were introduced much 

as tourist taxis, autorickshaws, State transport car- 

and omnibuses. Permits of private carriers were taxed 

at a higher rate than those in the case of public carriers. 

Vehicles fitted with solid or semi-solid tyres were taxed 

at a rate 50 per cent higher than those with the pneu­

matic tyres in order to discourage the use of the latter. 

The rates in general have remained unaltered since then 

(Table Annexure-A).

Passengers and Goods Tax

7 .1 .3  This tax has, of late, gained prominence. Until 

1°57-58, it was levied only in Assam, "Bihar, Punjab,

Tamil Nadu and West Bengal but by 1963-64, all the major 

Stateahad introduced it. But it was repealed in Andhra 

Pradesh and Tamil Nadu and has been revised with MVT. 

(Orissa having repealed it, reintroduced the tax in 1 969­

70). The passengers and goods tax (PGT) is now levied by
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all the major States, except Andhra Pradesh, Tamil -Tadti 
and West Bengal—/

7 .1 .4  A tax on passengers and goods transported by road 

or inland waterways was first levied in Assam in 1 954 

under the Assam Taxation - (on goods carried Toy road or

by inland waterways) Act, 1 954, effective from April, 24,

1 954. The validity of the Act was challenged before the 

courts of law and the Act was held void by the Supreme 

Court. A new enactment, the Assam Taxation (on goods 

carried by road or on inland waterways) Act, 1 961, was 

passed, which was substantially similar to the earlier 

Act. Under this Act, a tax on tea and jute carried by 

road or by inland waterways, was levied and the Act was 

given retrospective operation being deemed to have come 

into effect from the dtae on which the predecessor Act 

came into force. The main purpose of this Act was to 

recover taxes which could not be recovered under the

1 954 Act.

7 .1 .5  The Assam Passengers and Goods Taxation Act, 1962 

was enacted to replace the Act of 19^1. This Act provided

or a tax on passengers and goods carried by road or by 

the inland waterways. The new Act was distinct from the 

earlier one in two respects? firstly, it levied a tax on 

the carriage of all passengers and goods whereas the 

earlier Act levied a tax on the carriage of jute and tea

1 / The West Bengal Budget does show some revenue under 
PGT. This is somewhat of a misnomer because the yield 
relates to the terminal tax under the Calcutta Improve­
ment Act, 1911 and the Howrah Bridge Act, 1 C;36<
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only secondly, the rev; Act nl '•_•"* the l i a b i l i t y  to 
pay the tax on the carriers or owners while under the 
e a r l i e r  Act the r e sp o n s ib i l i t y  f o r  the loay^ent o f  tax 
was on the owner o f  the goods. The new Act which became 
e f f e c t i v e  fron August 16, 196?, provided fo r  a tax at 
the ra te  o f  10 oer cent o f  the v * lu e  o f  the fare  in 
res-ooot ot passengers and o f  the value o f  f r e i g h t  in 
res-oect o f  goods. Country boats c a rd in g  up to 10 passen­
gers or 10 quintals o f  goods were l a t e r  exempted. Under 
the provis ions o f  the Act, the owner o f  the taxable 
veh ic les  was require'-- to deposit the tax re a l i s ed  from 
the passengers and from the owners o f  goods. The Act 
also contained a provis ion to the e f f e c t  that in respect 
o f  certa in  categor ies  o f  motor v eh ic les  n o t i f i e d  by the 
Government, the tax could be paid on a lump sum basis.
When passengers and goods are carr ied  in a taxable v eh i ­
c le ,  and no fa re  i s  charged, the tax i s  l e v ia b l e  and 
payable as i f  such passengers or goods were carr ied  at the 
normal p re va i l in g  ra tes.  When passengers or goods are 
carr ied  in a taxable veh ic les  from any place outside the 
State to any p lace  within the State or from any place 
within the State to any place outside the State, the tax 
i s  payable in respect o f  the distance covered within the 

State.

2. F is ca l  Importance

7.2.1  The motor v eh ic les  tax has, o f  la t e ,  assumed an 
important -olace in  the f i s c a l  structure o f  various States 
in  India. The tax, o r i g in a l l y  meant as a charge f o r  
regu la t ing  and con tro l l in g  motor t r a f f i c ,  has become a 
user tax and a tax on a c ap i ta l  goods in the transport
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industry yielding Rs.35 or*ore in 196^-61 and Rs*203 crore 

by 1975-76. For all Statestnkon together, its Kharo in 

States* tax revenue was 5.7 per ceut in 1975-76 (Table

A .I I .5).

7 .2 .2 . The yield from the tax Assam, a/3 shown in 

(Table A.IL4-) increased from Rs. 64-. 51 lakh in 1960-61 to 

Rs. 239-45 lakh in 1975-76, yielding a compound growth rate 

of 8.2 per cent per annum during the period. (During the 

period, 1963-64 to 1975-76, the rate of growth was around

1.5 per cent per annum). The share of the tax in the 

State's own tax revenue was 6 per cent in 1975-76.

7 .2 .3  The trend of average revenue from passengers and 

goods tax for all States shows that the yield has steadily 

risen from Rs.8 crore in 1960-61 to Rs.68 crore in 1970-71 

and Rs.167 crore in 1 975-76. The average annual growth 

rate works out to 20.6 per cent. In most States, this 

tax accounts for between 5 and 8 per. cent of State tax 

revenue. In Assam, however, this tax raises only 1.6 per 

cent of her tax revenue, this ratio being the lowest 

among all the States. Similarly, its annual compound 

growth rate of 2 .9  per cent during 1963-64 to 1975-76 

compares very poorly with the r.^tes of 15 per cent and 

above achieved by most of the States, the highest being

20.3 per cent in the case of Jamnu and Kashmir.

3. Growth of Fleet of Vehicles

7 .3 .1  The number of vehicles in Assam compare poorly 

with other States. In terms of per 1^0 sq. kms. Assam 

had 40.2 vehicles in 1974-75, as against 287.3 in Kerala 

and 194 in West Bengal, with 71.2 being the all-States
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Yield from Mouor ‘/en ide  Tax
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(hi- thousand)

Year

Indian
Motor
veh ic les
Act

Assam 
Prov inc ia l  
Mot or 
veh ic les  
Act

Fees or
other
rece ip ts l' 0T AL

Motor v eh i ­
c l e  Tax as 
per cent o f  
State tax 
revenue

1960-61 1179
(18.28)

4994
(77.41)

278
(4.31)

6451 5.37

1961-62 1745
(22.78)

5710
(74.54)

205
(2.68)

7660 5.21

1962-65 2050
(27.12)

5758
(76.18)

( - )  250 
( —) (3 -  30)

7558 4.95

1963-64 8645
(72.45)

3330
(27.91)

( - )  42
( —) ( 0 . 36)

11933 7.08

1964-65 726
(5.65)

11095
(86.37)

(-)1025 
( - K 7 .9 8 )

12846 6.85

1965-66 3003
(25.50)

8878
(75.39)

( - )  105 
( - ) (0 .89 )

11776 5.61

1966-67 616
(4 .69)

12780
(97.27)

( - )  257 
( - ) ( 1 . 96)

13139 5.96

1967-68 15621
( 96. 62)

872
(5.39)

( - )  325 
( - X 2 .0 1 )

16168 6.70

1968-69 1565
(10.10)

14771
(95.32)

( - ;  840 
( - ) ( 5 . 4 2 )

15496 6.80

1969-70 1073
(6.45)

15901
(95.65)

( - )  349 
( -H 2 .1 0 )

16625 5.84

1970-71 1262
(7.37)

15503
(90.50)

366
(2.13)

17131 6.92

1971-72 4086
(20.60)

14933
(75.29)

815
(4.11)

19834 6.87

1972-73 22
(0.11)

18509
(94.16)

1125
(5.73)

19656 6.33

1973-74 2570
(11.94)

18086
(84.00)

874
(4.06)

21530 6.43

1974-75 " 19003
(95.19)

961
(4.81)

19964 5.19

1975-76 23222
(96.98)

723
(3.02)

23945 4.07

* refers to recoveries of other payments etc.
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Revenue from Passengers ' ?d Goods Tax

_________________________________________________________________(F3. in k h )

Revenue from State APGT as a. per
Year passengers tax cent of State

and goods tax revenue tax revenue
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1962-63 45 1527 2. 95

1963-64 45 1 686 2.67

1964-65 51 1876 2.72

1965-66 • 37 2101 1.76

1966-67 42 2203 1.91

1967-68 51 2412 2.11

1968-69 40 2279 1.76

1969-70 71 2848 2.49

1970-71 46 2476 1 .86

1 971-72 26 2885 0.90

1972-73 37 3106 1 .1 9

1 973-74 54 33A6 1 .61

1974-75 61 3845 1.59

1975-76 93 5884 1.58
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average. The percentage increase in the number of motor 

vehicles during 1960-61.to 1974-75  has also not been high 

in Assam (72.5 per cent) as compared to the all-India 

average (250 p e r  cent).

4. Rate Structure of Motor Vehicles Tax

7 .4 .1  Motor vehicles are first grouped under two broad 

categories and then into further categories, for the tax 

rate. These groups are;

i) those plying -̂or hire or reward, and

ii) those meant for private use.

Category (i) is further classified intos

a) vehicles used for hire for the conveyance of 

passengers and light personal luggage,

b) vehicles used for the transport of goods only,

c) vehicles authorised to ply partly for conveyance 

of passenger's and their personal luggage and 

partly for the conveyance of goods, and

d) vehicles authorised to ply for hire on special 

routes under a permit granted by the State 

government.

Category (ii) is further classified into?

a) tractors,

b) trailers drawn by vehicles, and

c) mechanical cranes on a motor vehicle, etc.

The tax rate for vehicles meant for private use is lower 

than those that ply for hire or reward. Further distinc­

tion in the case of commercial vehicles is made between 

light and heavy vehicles. Thus, for example, tractors 

not exceeding two metric tonnes in weight are taxed at 

a rate of Rs. 161 per annum as compared to heavy weight
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t r a c t o r s  e x c e e d i n g  3 k  m e t r i c . t o n n e s , w h i c h  e r e  t a x e d  

a n n u a l l y  a t  t h e  r a t e  o f  R.:.4 55  (/-‘ ^ e x u r e  V I I .  1 ) .  I n  t h e  

cas-= o f  t r a i l e r s  5 n o  m e c h a n i c . i d  orcii^r . ,  a  d i s t i n c t i o n  

i s  c r a v m  b e t w e s r .  v e h i c l e s  f i t t e d  xd .th  p n e u i n s t i c  t y r e s  

arc] v e h i c l e s  wi t h  s o l ir l  o r  semi-so.l  i d  t v  r e s ,  a n d  a n  a d d ­

i t i o n a l  c h a r g e  ecus1 t  * 50  p e r  c e n t  o f  t h e  b a s i c  t a x  i s  

l e v ied  o n  v e h i c l e s  a u t h o r i s e d  t o  b e  f i t t e d  with t h e  

l a t t e r  t y p e  o f  t y r e s .

7 . 4 . 2  Among the vehicles plying  for hire for the con­

veyance of passengers a n d  light personal luggage of pass­

engers, there is a distinction  between motor cabs and 

taxis  and stage carriages. 'whereas in the case of the 

former, the tax is  a specific  sum and ranges from Rs. 140 

on auto-rickshaws to Rs. 1 ,190  on tourist taxis , the tax 

on stage carriages is levied at the rate of Rs.56 per 

authorised seat.

7 . 4 . 3  Vehicles used for transport of goods pay tax acc­

ording to their  laden weight. For the first  one metric 

tonne or a fraction thereof, the tax rate is Rs.42.0 per 

annum and for each additional half metric tonne, the tax 

rate is Rs,105»

7 . 4 . 4  The vehicles authorised to ply partly for the 

conveyance of the passengers and their  personal luggage 

and. partly for the conveyance of goods and vehicles au­

thorised to ply on hire on. a special route under a per­

mit granted by the State government, attract tax rates 

sim ilar to the categories enumerated earlier , with minor 

variations in each category.

7 . 4 . 5  As regards vehicles that fa ll  under 'other cate­

gory' an attempt is made to make the tax ecuitable as



- 212 -

between users with d ifferin g  a b il it ie s  to pay. The motor 

scooters and cycles with attachment for propelling  the 

same by mechanical power e t c . , for exanple, are levied  

anrually too at a rate ranging between Rs. 38 to Rs. 60.

5. Rate Struc tu re of Passengers a r d Goods Tax

.... .S’hejaassengers_and goods tax in  Assam is  formally

l e v i e d  at the rate o f  10 per cent o f  fare  and freight o f  
passengers and goods. The base o f  the tax comprises the 

fares charged for passengers and the freight for goods 
end the l ia b il it y  for the payment of the tax i s  on the 

carrier . But the tax is  supposed to be sh ifted  to the 

passengers who travel by bus and to the dealers and others 

who send their goods by the veh icles .

7 . 5 . 2  When the passengers or goods are carried in  a 

taxable vehicle but no fare is  charged, the tax is  levied 

and paid  as i f  such passengers or goods were carried  at 

the normal rate prevalent on the route. When a lump

sum fare is charged on account of a season ticket or as 

subscription or contribution for any priv ilege , right 

or fa c ility  which is  combined with the right of passengers 

or goods' being carried  in  a taxable vehicle without any 

further, payment or at reduced charges, the tax is leviable 

on the amount that appears to be fa ir  or equitable to the 

tax authority.

7 . 5 . 3  Although the tax prescribed under the Act is

ad valorem , there is  a provision in  the rules for  paying 

the tax in a lump sum; such payment known as a compounded 

levy is  fixed  by the State government through no tifica tio n . 

The introduction of compounded rates of passengers and
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qoods tax makes the tax a speciiic  one. As is uncer- 

standable, as ad valorem rate will automatically bring  

in  more revenue with the increase in prices of goods ; ad 

changes in  rates of passenger fare, but this p o ssib ility  

is ruled out in  the case of a compounded levy. The 

existing  compounded levy notified  by the Government is 

based on the recommendations of the Ruotumji Committee, 

which had exeivin-d the transport economics of the State 

in 19 66-67. Having examined the amount of fare and value 

of goods by type of vehicles and by the quality of goods, 

the Rustumji Committee recommended d ifferen t  rates of 

compounding for d ifferent types of veh icles . These 

n o tified  rates have been more or less maintained over 

the years, oxcept for a few changes in  July, 1977.

7 . 5 . 4  The compounded rates of passengers and goods tax 

in the State are c la ss ified  into four categories:

i) motor vehicles for t h e .transport of goods on h ire ;

i i )  motor vehicles for transport of passengers on h ire ;

i i i )  state carriage and city  buses plying  wholly and
mainly in the Gauhati Municipal Corporation area; 
and

iv) state carriages and city  buses operating in  areas
other than the Gauhati Municipal Corporation.

In  the fir st  two categories, the ■. compounded rates make 

distinction according to pay load, defined  as registered 

laden weight minus unregistered laden weight. The d is ­

tinction is made for vehicles having pay load up to 

5 tonnes, 5 tonnes to 9 tonnes and above 9 tonnes.

7 . 5 . 5  Another d ifferen tiatio n  in the rate structure

is made in  respect of motor vehicles for  the transport

of goods on hire and motor vehicles for transport of
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passengers on h ire . In the former case, the distinction  

is  made on the basis of the age of the vahicle and with 

regard to plying  of the vehicle on intre-State or inter­

state routes. A distinction  is  also made between vehicles 

plying in the hill  d istricts  and those plying in t h e  plain  

d is tr ic ts . In the case of vehicles for transport of 

passen rer.s on hire , d ifferen t  ra--es are levied  for motor 

cabs and three wheelers on the basis of s itt in g  c a p ac it /, 

and d ifferen t  compounded rates are prescribed for State 

c a r r i a g e s  a n d  city buses plying within Gauhati Muncipal 

Corporation  and outside the Corporation area.

7 . 5 . 6  Given the d iff ic u lt ie s  of assessing the passen­

gers and goods tax levied  on an ad valorem b asis , particu­

larly  in  respect of the goods vehicles, the State govern­

ments have introduced the option of compounding. As we 

shall show below, the compounded levies are usually much 

lower than the corresponding amount that would have been 

payable on the ad valorem rate b asis . Hence, the assessees, 

in other States, have invariably  chosen to opt for the 

former. Thus, in those States the tax has in  fact become 

a specific  levy. But in Assam, developments have taken 

a d ifferen t  turn. The carriers and owners of gooes veh­

icles  have strongly protested against what they consider 

to be unduly high rates of compounded le v ie s . Kost of 

those who chose to pay the tax prefer?ed to submit returns 

of gross receipts and wanted to pay the 10 per cent 

ad valorem tax . The lepertment found that the receipts 

were often considerably understated in the returns.

Foreo- er, i t  was found d if f ic u lt  to trace the defaulting 

owners of vehicles as they resorted to the practice 

of giving  spurious addresses* From our discussions, we
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oo the red the im prerfion  that a subs to oitial proportion  

of owners o f  goods vehicles  ore not paying the toy, 

Sou'Ctirie one, i t  was da c id  ,-d that rooter veh ic les  regi i\- 

tratio n  • oold  be refused j f the ovner had not poi.d the 

goods f  ox „ But toe High Con rt ho 1 d. the reievoot noti- 

ricoticn  to bo void, ô : i n  toeii  vi o», the motor vehio.l vs 

department hod n o  power to oct in t h i s  way in rej.-.tioo to 

~y r.; -t ;■ dm iniotor ::o. bv them. Thus, the e ffo rts  oi the 

«loc': rtocnt to col':, ct the compounded levy got frustr?ted .„ 

In triis connection , the mein offenders  ore ovmers of 

g o o d s  vehicles.

7 . 5 . 7  The department has adopted also another method 

of getting hold of non-paying truck owners, As trucks 

cross boaters where checkposts ore located, it  is v erified  

whether the goods tax has been paid; i f  not, the check­

posts hove been authorised to collect the tax on the 

spot. This arrangement is  supposed to be working fqjrly 

s a t is f:a<- to r ily .

6. Combined Burden of the Two Taxes

7 , 6 . 1  The motor vehicles tax and the passengers and 

goods tax, which may particularly  b e  regarded as a charge 

for the construction and maintenance of roads, fa ll on 

the same base e n d  a r e  paid  ultimately by the same groups 

of people. Therefore, for comparing the t.ax burden on 

road transport in  d ifferen t  States, it  is necessary to 

take their  combined incidence. Some of the States levy 

both these taxes but others depend on a single tax. West 

Bengal, for example, does not levy a passengers and goods 

tax but provides for a surcharge on the motor vehicles 

tax . On the oiher hand, Orissa levies the motor vehicles
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tax and a. trx  on passengers but does not levy < gooc-s 

tax.

7 .6 .2  V'ith a view  to comp< r in g  the. total tax  buro^n of  

the two ta x e s , vo hav.:; estim ated the tax  burden, sepa ra~ 

tely , on a passengers v e h ic le  and a goods v e h ic le .  At 

regards the goods vehicle  the* motor vehicles tax and the 

cornpouv-ded levy  a p p licab le  are taken. As regards the ' 

sta ;C carriage  tv/c eatii;K tei era made: the f i r s t  on the 

basis of ad valorem levy and the other on the b a sis  of  

compounded levy, the burden of the adj. valorem levy is 

estimated on the basis of the following assumptions? 

F irstly , i t  is assumed (as was done by the Keskar Comm­

ittee) that a stage carriage performs 57 ,93  6 kilometers 

annually . Secondlv, it  is  assumed that on an average 

there is  a 70 per cent occupancy ratio . F inally , we assume 

that a bus will car-v 20 .7  lakh passenger kilometers

per annum. On these assumptions, t ’ e combined incidence 

of the two taxes in  respect of the selected categories 

of vehicles is  calculated for a number of States (Tables . 

V I I . 3 to V I I . 5 ) .

7 .6 .3  A comparison o f . the estimates of the combined 

tax burder, on passenger vehicles in the d ifferen t  States 

brings out the fact that Assam collects lower tax than 

roost other States i f  the ad valorem levy is  considered.

West Bengal shovs low tax burden in comparison to Assam, 

but in  the former State the tax burden is  somewhat under-­

stated because of the non-inclusion of the two minor taxes 

referred to in  the footnote on page 205 . In most other 

States, the tax burden on a passenger vehicle is  in  the
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range of Rs.24,000 to Rs. 2 6 ,0 0 0 . 

TABLE V I I .

The compa

3

rablo tax on

Annua. 1 Ta y_ Burden on_ Goods Vehicles

____ U s . ) ____

State
Motor vehiclo 

tax on goods 
vehicles

•;oods
conpou

tax Total t 
nded burden

Assam 2730 2785 5515

Bihar 3712.50 3000 6712.50

Gujarat 3600 1400 5000

He ryana 1100 1050 2150

Madhya Pradesh 3360 2618 5978

Maharashtra 3600 1440 5040

Orissa 3890 NIL 3890

Punjab 1000 1050 2050

Tamil Nadu 5240 450 5690

Uttar Pradesh 2519 N .A . 2519

West Bengal 4739 NIL 4739

Note: The tax burden is  estimated on a goods vehicle
with RLW 15500 kgs.

such a vehicle in  Assam amounts to Rs.11,000. This is  a 

substantially  low tax burden.

7 .6 . 4  The estimates of combined tax burden on goods 

vehicles, computed on the basis  of the compounded levy,
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in d ifferent  States, are presented in  Table V I I . 4 . In all 

th e  States included in  the comparison, barring Haryana,

TABLE V I I . 4

Annual Tax Burden on Passonqers Vehicles

Motor vehicle Passenger tax
tax on a p a s s - _____on Rs.8257 4 Total tax

State enger vehicle Rate Amount burden

(Rs.) (per cent) (Rs.) (Rs.)

Assam 2800 10 8257 11057

Bihar 2739 25 20644 23383

Gujarat N. A . 25 20644 20644

Haryana 27500 50 41287 68787

Madhya Pradesh 45625 25 20644 66269

Maharashtra 3320 22 18166 21486

Orissa 13700 15 12386 26086

Punjab 10000 35 28901 38901

Tamil Nadu 36140 10 8257 44397

Uttar Pradesh 2385 15 12386 14771

West Bengal 2490 NIL NIL 2490

1. A passenger vehicle is  assumed to perform 57936 
k .m . annually/ on the basis  of 10°/ occupancy 
ratio . The bus w ill cover 21 .7  lakhs passenger 
k.m . The average rate per k.m . is taken as 3 .8  
paise per k.m . The annual fare earnings for a 
bus par annum will corre to Rs.82574

2. For passenger vehicles , the tax burden is  estimated 
on a passenger vehicle with seating capacity of
50 and 17 standees.
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Punjab, and Utter Pradesh, the tax burden is more, or less 

sim ilar , and ranges from Rs.4,000 to Rs.6,000. In the throe 

States mentioned, the burden is  comparatively low (ranging 

from Rs. 2, 000 to Rs. 2, 500) .

7 . 6 . 5  Thus we note thc-t while the combined tax burden 

computed on the basis  of the compounded l e w  on a State 

carric'go or bus in  Assam is substantially  lower than in 

the two -ther e: stern States ox Bihar and O r is sa , i t  is 

higher than in  West Bengal. As regards the combined tax 

burden on a goods vehicle , again computed on the basis  

of the compoundedlevy, it  is not very d ifferen t  in  Assam 

than in  several other States but is  higher than in  West 

Bengal. The question arises whether, proceeding on the 

assumption that it  is  the compounded levy that would be 

collected , there should be any upward revision in the 

rates of such a levy in  Assam. This question has to be 

tackled separately for the State carriage and the goods 

v eh icle . As regards the former, the Directorate of Econo­

mics and Statistics  has c a n i e d  out an income-expenditure 

analysis in  respect of city  transport buses plying  in  

Gauhati. The gross income from these buses (95 in  e ll) 

wf s estimated at Rs.23, 129 per day i f  they were running 

from 6 .0 0  a.m.  to 8 . 0 0  p .m . A fter  the deduction of oper­

ating  expenditure, the net income is  estimated at Rs.1 ,320  

per day. This amount of net income was found to give a

1 1 . 4  per cent net return (excluding interest charges) on 

the capital cost, that is , the cost of the buses (Ann- 

exure I I I ) . On the other hand, while the ad valorem 

levy is  likely  be around Rs.11,000 on the average, the 

compounded levy works out to Rs.5140. Keeping these two 

factors in  view, we are inclined  to think that some upward
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revision  of the rate of compounded levy in  respect of 

p ' c s e n q c r  buses would b e  ju s t if ie d . Unlike in  the cr.sc

TP:-L? V I I .  5

YU'"- i Tex Burde n on Passcr - 

in  the Eastern  Stat;

r V ehicles

Ff : to

Motor Vehicle ' 
Tex on e pass­
enger vehicle

A . Assam 2800

B. Bi*»'.a r 2739

C. Orissa 13700

D. West Bengal ?490

(Rs.)

Compounded Total tax 
l e w  of pass-burden 
enger tax

2340

9656

17380

NIL

5140

1P395

31080

2490

1, For passenger vehicles the tax burden is  estimated 
on a passenger vehicle with seating capacity of
50 and 17 standees

2. A stage carriage is  assumed to porform 57936 
k .m . annually end total working days in  a year are 
estimated 300.

of goods vehicles , there can be no diversion of tra ffic  

to West Bengal i f  the rate o f  tax on a bus is made app­

r e c ia b l y  higher than in  that State .. We heve noticed 

that the combined incidence of motor vehicle tax and the 

compounded levy in Bihar is as much as Rs.12,395.  However, 

considering the fact that road transport is not well 

developed in Assam, we would not like the rate of tax 

to be raised  to a level anywhere near B ih ar 's  levy. We 

are of the view that an increase in  the compounded levy
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of 30 per rent to 40 per c^nt wen:Id be ;n  cre.er,

7 . 6 . 6  Entirely d ifferent  co nsiderations  w ill have to 

crovern the f ix a t io n  of the iei.c of t.ax on goods v e h ic le s .

I t  is  to be rertC-rrtoored thr t era’ s tovns and con: rye ice

c re not well cvv-i-^c by rcil- ^ys . The movement of fec rr,

1 ".'er?-foret hrs to t r-ke piece very .1' rgely by nerve; of 

re-ed transport . Besides , i t  Ves be, n brought to our 

not' ce the t goeds vehicle  ope store from W:. st Bengal 

arc able  to compete successfu lly  with the operators in 

Assam because of the :* ower rate of taxation of vehicles 

in  the former State . West Bengal does not levy a godds 

tax but imposes a surcharge on the motor vehicles tax 

which at present amounts to 30 per cent. Including  the 

surcharge, the total tax burdev on goods vehicle of the 

category stated in Table V I I . 4 amounts to Rs.7439, as against 

Rs.c515 for the same category of vehicle in Assam, (taking 

the MVT and the goods t a x ) . This means that the total 

burden of tax in  Assam is about Rs.800 higher. On the 

contrary, it  might be advisable to keep the burden slightly  

lower than in West Bengal. We, therefore, recommend that 

the goods tax be repealed and that in its  place a surcharge 

on the motor vehicles tax be imposed. Given the present level 

of the rates of motor vehicles tax on d ifferent categories 

of vehicles , a 50 per cent surcharge would keep the burden 

lower than in West Bengal in most cases. We do not reco­

mmend any change in  the rates of motor vehicles tax 

themselves in  respect of any category of vehicle .

7 • Mode of Collection

7 . 7 . 1  We h; ve, ea rlier  in this chapter, pointed out the 

d iffic u lt ie s  faced by the department in collecting  the 

goods f a x .  There has been an evasion of this tax on a
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i’ABLj VII .6

Amount of Como o si tier: Penalty Realined ?.nd feifber of 

Detection and Prosecution in Passengers a.:id Gooda

Tax in Assam

Year
C onmo sit if

pi -P -f* - -v­U ..l L* -j
(Rs.)

)n Penalty 
realised 

C Rs - )

D'vt' eciion 
of c.̂ cesri

No. of 
pros e- 
oution

1964-65 6,822 5,753 514 ■ 52

1965-65 1 6,985 5,360 587 56

1966-67 37,477 150 52 6 -

1967-68 12 , 1 62 700 335 -

1968-69 5,760 N.A. 300 -

1969-70 6,260 9,135 280 52

1970-71 5,480 5,000 1 69 71

1 971 -72 7,220 2,075 2 64 13

1972-73 4,215 1,909 1 1 9 13

1 973-74 2,82 6 12,900 159 3

1974-75 N. A. N.A. N.A. Nil

1975-76 N.A. N.A. 425 N.A.

large soale. This is evident froir the trend of cases

dect ed. This trend , as presented in Table ■/11 .6 , snows

that the number has been as large as 587 in 1965-66.
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Besides, the amoarh of  arrears o: th is  tax has been 
increasing at an alarming rate:  iron n .69.54 lakh 
in 1 ‘7-'-71 . it n->n gone up to crore in 1976-77.
I d e a l l y , tne tan snould he levied on _ad valorem basis 
so that i t  becomes a l^vy on the value o f  serv ice  
rendered and could he expected, to  increase with tne 
pr ice  l e v e l ,  however, t.jiven the d i f f i c u l t i e s  o f  ad­
ministering an ad valorem type goods tax, most States 

having th is  tax , including Assam, have provided for 

the payment o f  a compounded sum. when even th is  com­
pounded levy  cannot he c o l le c ted  e f f e c t i v e l y ,  tne 
lo g i c a l  thing to  do is  to convert th is  levy  into a 
surcharge on tne KVT. lence, our r e coimendation in 
tne previous paragraph that tne goods tax he abolished 
and that in i t s  place a surcharge on the basic liYT 
he imposed.

7.7.2 ‘The ent ire  amount can then he c o l le c ted  by 
the Motor Vehic les department and the chances o f  
evasion would he substantia l ly  reduced. We have gathered 
the impression that the transport operators would also 
welcome th is  change. As regards the passenger tax, we 
b e l i e v e  that the extent and even the scope of evasion 
is  much more l im ited  in the case o f  passenger veh ic les .  
'•Therefore, the present arrangement o f  having an ad valorem 
levy  at 10 per c m t  with the provis ion fo r  compounding 

may continue. viIth the increase in the compounded levy 

as recommended in tne previous paragraph, we would, how­
ever, l ik e  to  suggest a change in the mode o f  c o l l e c t io n  
o f  the ad valorem levy ,  i’hose who opt to be taxed on 

an zd valorem basis should be required to purchase in 
advance t i c k e t s  with the tax stamp, attached to  them 
from the department. In other words, the department should
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i t.c a l f  got p rinted  tickets  of  the vr rious denominations 

euircd end s e l l  -...em to th-: bus transport ope re. to re 8 ,  

in c lu d in g  the Assam St-' L.; Road Transport.. Cbrpore t io n ,  

a fe e r  a f f i x i n g  the appropriate starps to them. In  this  

way the tax would be co llected  in  advance-. every assessee  

l ia b l e  to pay the passengers tax  should be req u ired  to 

opt for  one or the other mode of levy for  a p e r io d  of 

two y -;ars, with the freedom to change the option  at the 

end of that p er io d .

SN/SP*



Annexure to Ghapter VII

AN'MrEXLTRE I

Rates of Tax on Motor Vehicles in As3ram

Part- A

Vehicles other than those plying for hire or reward

( iiupoes )

Article 
No.

Description of vehicles An nua1 Quarterly 
tax tax N

m m E Z 2 H

1 .

(i)

(ii)

(m )

2 .

U )

Cycles (including motor 
scooters and cycles with 
attachment for propelling 
the same by mechanical 
power)

Bicycles

(a) not exceeding 90 
kilogram in weight 
unladen

(b) exceeding 90 kilo­
gram in weight unladen

Tricycles

Additional tax for 
trailer or side car

Vehicles constructed 
and used solely for the 
conveyance of passengers 
and light personal lugg­
age of passengers

(a) 14  H.P. or less

(b) exceeding 14 H.P.

38

60

60

14

135

165

10

15

15

4

34

42
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( riupees )

( D (2) (3)

3.

( i i )  Additional ta:: for
trailers drawn by vehi­
cles covered b:/ this 
article

(a) light trailer

(b) medium trailer

(c) heavy trailer

Other vehicles

(i )  Vehicles used for trans­
port of goods only

(a) authorised to carry
one metric tonne or 
less . .

(b) for every additional
metric tonne or part 
thereof of authorised 
load ,

Vehicles used partly for 
conveyance of passengers 
and their personal lugg­
age and partly for the 
conveyance of goods

(a) the tax payable under 
Article - I I ,  as shown 
under Articles II .

(b) an additional tax for 
each person in excess 
of six which the vehicle 
is designed to carry

(c) an additional tax for 
every I  metric tonne or • 
part thereof, of autho­
rised load of goods

(i i )

;■> 'o 

6S 

135

420

98

21

56

10

17

34

105

•25

U
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(Kupeos)

(1) (2) (3) (4)

( i i i )  Tractors -
( a )  not exceeding 2 metric

tonnes! :i weight 63 15
( b )  e x c e e d in g  2 m e t r i c

tonnes^’nt not exceeo- 12 6 32
ing 3 metric tonne in
weight

OP.OiT_ 63
(c) exceeding metric 

t o n n es i  ii we i  ght

(iv) Additional tax for trailer 
drawn b;f vehicles covered 
by this article

(a) ligH-t trailer 63 16

(b) medium trailer 126 32

(c) hea\fy trailer 252 63

(v) Mechanical crane mounted 
on a motor vehicle •

(a) light (not exceeding
3 metric tonnes in 63 16
weight)

(b) medium (exceeding 3
metric tonne but not 126 32
exceeding 5 metric 
tonnes )

(c) heavy (exceeding 5
metric tonnes ) 252 63

Part . B

Vehicles plying for hire or reward

4. Vehicles plying for hire for the conveyance
of passengers and light personal luggage of 
passengers

(i) Motor cabs and taxis -

(a) taxi cabs seats 350 88
authorised



(ii)

5.

(i)

(ii)

6.

(i)

7.

(i)

(ii)

(iii)

28

(.Rupees)

( D  (3) U )

(b )  .station wagjns
o nnibas 420 105

( c )  s tate  transport oara 420 105

( d )  b j u r i s t  t a x i  1 , 19'"'1 2 ^ 8

(e) auto - rickshaw 140 35

Stage c&rria^; -
(a) for Gv-..;-ry seat

■authorised 3b 14

Vehicles used for the 
transport of goods only

for one{metric tonne or
less * 420 105
for eacft additional i  
metric tonne 105 27

Vehicles authorised to ply 
partly for the conveyance 
of passengers and their 
personal luggage and partly 
for the conveyance of goods

Contract carriage (casual)

(a) for every seat 5b 14

(b) an additional tax for
every t metric tonne oi*parti 40 35
thereof authorised load 
of goods

Tractors

not exceeding 2 metric tonnes
in weight 161 41

ecceeding 2 metric tonnqstmt
not exceeding 3i metric tonnes3l5 79
in weight

exceeding 3i metric tonnesin 455 114
weight
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(Rupees)

( 1 )

10.

(2 ) \3) ( 4 )

ii}

ii)

(i)

(ii)

(iii)

Trailers drawn '07 vehialet 
covered oj articles under 
Part -

lijh 1' trailer 

medium xrailer 

heavy vea.id: er

rreaio! aaiaed +;
ply for hire on a special 
route under a permit 
granted by the State 
gov er nment

Mechanical crane* mounted 
on a motor vehicle

'light (not exceeding 3 
metric tonne in weight)

medium, (exceeding 3 metric 
tonne hut not exceeding 5 
tonne)

heavy (exceeding 5 metric 
tonne)

: ? a 

o t-; o 

r.Cj.'.

63

126

161

315

455

Jd c app.cev/i'ia ■. e 
tax Mayable under 
article IV to 
VIII together 
with such addi­
tional fee as 
may he prescribed 
by State govern­
ment

41

79

114

The above taxes are for motor vehicles fitted 

with pneumatic tyres, a 50 per cent higher tax shall be 

leviable on any motor vehicle authorised to be fitted 

with solid or semi-so]il tyres/'
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ANNEXURE V I1 .2 

Compounded Rates of Passenger and Goods Tax in Assam

(R u p e e s )

Ola.ec of vchoolo Up to 5 tonnes
Above 5 tonnes 
but not 9 tonnes 
(pay load)

Above 9 tonnes 
(pay load)

Annual Per-
di em

Annual ^
dr en

Annual ^?r_
diem

:i) (2 ) . .r m .. (4) (5) (6) (7)

1 . ::uVGC
ohe
"O O <

(I)

tra’ on- o x
on ’n.re

for
lOC
fN

v  o hi. c 1 e s 
n.-- on i n t e r -  

Str-: be r o u t e s  
e x o e u t  i n o e e  
o p e r a t i n g  het¥^i;n 
Assam 00 t h e  one 
ha.nJ a e c  T r i p u r a ,  
Manirvurn -Tagaland 
3BPA 0:0 'Bhutan 
on t h e  o t h e r

( a )  f o r  v e h i c l e s  
c om ple ted  nut 

, "ore tiia.n 1 2  

vears  o f  exis- 

on..^ ^ollov/ing  

.-g:L s t . r e t i o n

i. b . f  v ;  -/ehtole-s 
coe;p.;.e^ed more 
t h e e  12 yea;.’ o f  
e x i s t  eoc e f  0'] l o w ­
i n g  r e g i s t r a t i o n

1 ,320 10 2,650 20

1 ,190 10 2,380 20

2,980

2,680

22

22
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ANEEXUEE YU. 2 ( c oirb d. )

Ocvincun-̂ c:! Rates of Passenger and Goods Tax in Assam

___ ______________________________________________________ ,______ (Rupees)

(2) (3) (4) (5) (6) (7)

( ' ) For veiii.^lon plying 
etrh hy vnhhjin the
S .  ate o:i Assam but 

no t ec -if I  eee to a 

s in g le  s t r ic t  
n -'k! there  "betv/een 
Asi-i-.Ui!. O ■■ the  OlJfi 

hano ' ,rja ’Tripura ,
Mario >r:", hagaland,
W r A  oi- hhutan o.a 
the other

(<:..) -’or v e h ic le s
oo-vl.utv.a not

:.nore than 12 1 ,370 6 2,510 11 2,960 13
years oh exis­
tence fo Li'lo w­
ing registration

( b ) fo r  v ehi e 1 e s 
c oirra 1 et e d mo r  e
than  V2 ye are. 1,230 0 2,260 11 2,670 13
o f  er ietenca 
■following r e ­
g i s t r a t i o n
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ANHEXHRE VII.2  (oontd. )

CoropoU:■ ided Rates o f  Passenger and Goods Tax in  Assam

(Rupees)

(2) (3) (4) (5) (6) (7)

(i:\i-c') Jnr v ■■'.ole '. es 'Diving 

\v j.-t j. L-;' a , i.ngle' H i l l  
d i s t r i c t  end rd so 
vekic'J es p ly in g  ex- 
c:;u e ive ly  wit hi n one 
or more M i ] !  d i s t r i c t  
D' o n o t  v . r n n i n g  t h r o -

1 r:h any por t ion  e f
any / ’ • e : n ' d istrict

UO " - ' o r  veh ic les  
coanleted not
norl, thar 12 1 ,230 5 1,850 8 2,460 11
years o f  e x i s ­
tence ic Hewing 
ro/ ' is t ra t ion

(b )  f o r  veh ic les  
completed more

1 ,110 5 1,660 8 2,220 11
t han "12 yeary 
o f  ex istence 
fn l " :  o w i n g  

r e g i s t r a t i o n
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ANNEXURE V I I .2 (contd.)

Compounded Rates of _Passenger and G-oods

Inter-State and 
Glass O ', vehicle i n t e r - di s tr 1 ot

Annual Per diem

?, Motor ■vehicle;-; lor trans­
port o passengers on hire

(i) motor nabs and three 
wheeler?? only

(a ) • o ar r y i ngoapacity 810 6
not more than 4 
passengers

(b) carrying capacity 950 7
more than 4 
passengers

01 as 3

3„ Stage carriages and city
buses plying wholly and mainly within 
the Gauhati Municipal Corporation area

4. Stage carriager a/M city buses

(i) Operating in area (other than Gauhati 
Municipal Corporation area) on permit 
with route length not exceeding 40 
kilometres

(ii )  Operating in areas (other than Gauhati 
Municipal Corporation area) on permit
vu/cn rouGc length exceeding 40 kilometres

ax in Assam

______________ (Rupees)

Inter-district 
Annual Per diem

680 3

800 6

Rate of tax

Rs. 4,500/- per annum.

Ps. 1 ,820/- per annum 

Ps. 2,340/- per annum.
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ANNEXURE V I I . 2 (contd.)

Compounded Rates of Passenger and Goods Tax in Assam

(ii:i

__ ______________ __________________________________________ (Rupees)
(1) (2) (3) (4) (5) (6) (7)
For vehicles olying 
.. :;j(r on the Plains 
dj.s'v -\Lct ( inoludes 
v c- ' -.i c 1 e c p l y i  np: o et - 
•••; %-r -i a H i l l  d is t r ic t  
•■■I.: adjacent Plains 
&i c r- r i  c t a 1 s o )
( a ) * c r 'v e hi c 1 e a 

eo^nnleted not 
sore than 12 
years of exis­
tence io 11o wing 
registration

1,370 6 2,050 9 2,740 12

(b) for vehicles
• eted more 

'than 12 years
o f  existence 1,230 6 1,850 9 2,460 12
following
registration
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AF'-JEXORE VII. 3 

G-ro&s_ Barra .nga ? or Voh:' c l eJ\o y . Ga-uhat 1 C ity  Ilusos

Spec i f ica t ion  o f  a y f o j oo a no o f  er variables?
i )  distance covers-,. doiJ - oer bo.  ̂ - 178 kms.

i i )  average rrunber o f  paoeorigera carr ied  = 35
per t r ip

i i i )  paseengerc-bias per day . r (173x35) = 6230
1-)  passengers y-er kms per year o f  275 -17132.50

operating days @ 25 days/morr: a 
during 11 month every year

v) price of the vehicle Is. 50,000=00

!. Cost of operation

Section I

i) annual depreciation Rs. 93,000.00

ii) interest on .capital
@ 15 per cent per year for Rs. 5,750.00
Rs. 2 5,000 and @ 8 per cent per 
year for Rs.2 5,000

iii )  insurance comprehensive Rs. 743.50

iv) road tax for 28 seats Rs. 1,566.00
@ Rs. 56.00 per seat

v) inspection fee Rs. 60.00

Rs. 17,421.50

Annual standing charge per pass per kms,

Standing charges per pass per km.

17,421.50/1713250 Rs. 1.02

Section II

Running expenses (variable)

(l) ?yres-life 20,000 kms/tyres = 12  tyres 
@ Rs. 1,404.00 = Rs. 1 6,848.00
per km/pass = Rs. 16,848/17,132.50 0.98
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(2 ) coot of diesel @ 4 kms/lit 
daily cost 173 v 4 - 44 lit 
approx lit @ 1.15/lit

r\ f"i*+■ ■? *jn D- »-n A  v\ o  ,-•* n /costing Rs. 50.60 v'er pas??. /  
per km 50.60/60.30.

(3) cost of mobile and other- 
lubricantss daily coat/- 
lit mobile R3. 9.30
misc. lubricants 0.30

10.00

per km pass. Rs# 1348/17132.50

(5) yearly cost of repairs, 
maintenance garage charges,
servicing etc. Rs. 18,000 1 .05
per year per km'per pass. 18,000/
1 7132.50

(6) daily subscription to association
Rs. 5/- per km/pass. 5/623 0 0.08

(7) daily allowance for food in cash
Rs. 25.00 per km/per pass. 25/6230 0.40

(8) wages @ Rs. 390.00 month
0.27

Running expenses per km/pass.

Total operating cost per km/pass, 
(including standing charges)

sales per day Rs. 32300

sales per km/pass. 32300/6230

profit per km/pass, per day

profit per bus/month(.33x 6230x23)

profit per bus/year

profit per bus/day = 15.55

0.33

47285.70

567428.40

2055.90

3.83

4.85

5.18



■ VIII. STAHP DI3TY Al'ID REINITIATION bbE

1 . Stamp Duty and Court 1?ee

8.1 .1 Stamp duties are levied cm the various deeds arid 
documents executed as proof or record o f  certa in  l e g a l  
transactions. Two types -of stsjau duties are l e v i e d  in 

l i idia, namely, ju d ic ia l  and non- jud ic ia l .  Jud ic ia l  stamp 

dirties, also known aa Court I ’eea, are lev ied  under the 
Court ?ees Act, 1870, and they represent fees payable by 
persons having business in lav; courts and public offices. 

The rates leviable under the Act are specified in two 

schedules. Schedule I lists the instruments on which

ad valorem fees are chargeable at the specified rates 

and Schedule II lists instruments on which fees are 

chargeable at the specified fixed rates. Plaints, pro­

bates of wills, letters of administration and succession 

certificate are the ma„in instruments included in Schedule I< 

while minor instruments like applications, petitions and 

wakalatnama are among the main Schedule II instruments.

8.1 .2 Non-judicial stamp duties are regulated by the 

Indian Stamp Act, 1899? as amended from time to time by 

the Government of India tod the State governments. The 

determination of the stamp duty on bills of exchange, 

bills of lending, debentures, letters of credit, poli­

cies of insurance, promissory notes, proxies, receipts 

and transfer of shares fall within the legislative com­

petence of the Centre but the proceeds are collected and 

appropriated by the States. The fixation of rates on 

other instruments falls within the legislative competence 

of State governments. The levy of stamp duty as an instru­

ment is governed by two principles; firstly, the substance
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o f  xhe transact ion and not the name given to i t  by the 
partie c 5 and secondly, the instrument (which resu lts  
from a transact ion )  and not on th.;: transactions 

themselves (which may or may not r ‘,-;ult in instruments).

8. 1 . 3  The d i f f e r e n t  instruments nah ioned  in the 
schedule under the India Stamp Act -to l i a b l e  to stomp 
duty e i ther  on a fixed or on ad va lo rem basis .  In cases, 
wherein the transactions denoted 'by the instrument, are 
susceptib le  o f  va luation ,  an ad valorem duty !■; charged? 
in  other cases, as well as in cases where an ad valorem 

duty is difficult to administer, or i s  unduly-burdensome 

to the tax payer, fixed stamp duties are levied. Some 

of the important documents on which ad valorem duties 

are levied are bills of exchange, conveyance, debentures, 

lease, mortgage deed, partition deed, insurance and 

transfer of shares and debentures. A fixed rate'stamp 

duty is levied on instruments such as the followings 

acknowledgement, adoption deed, letters o f  credit, bills 

o f  lending, receipt and shipping order.

8 .1 .4  Ad valorem rates vary from instrument to instru­

ment, but generally fall under 3 basic groups, which are 

fixed for three typical documents, v iz . , (i) a bill of 

exchange (not payable on demand) (ii) a bond and (iii )

a conveyance.

2. Registration Fee

8.2.1 These fees are levied under the IndianRegistra- 

tion Act, 1908. The benefits secured by registration 

ares

(i) reasonable guarantee about the genuineness 
of the document;
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(ii) maintenance of a permanent record in the 
Registration Da ..rt riant;

(iii) security of title deed? an^ facility of proof 
to the titles conferred under them.

Apart from these ■benefits, registration is 

certain doo’.Mentg in order to become adiTiisi 

dence in law courts.

.necessary 102 

ible as evi-

3. Rev erne Signi.-icance

8.3.1 Revenue from stamp duty and registration fee 

has increased almost four fold between 1960-61 to 1975-76 

from Rs.56 lakh to Bs.230 lakh? yet, its share in total 

State tax revenue has declined from 4 .6  per cent in 

1960-61 to 3 .9  per cent in 1975-76. While this falling 

trend is in line with the trend in other States, the 

contribution from this source compares very poorly with 

those in other States. Thus, for instance, stanp duty 

and registration fee accounted for 9=3 per cent of State 

revenue in Bihar, 7.7 per cent in Orissa and 7 per cent 

in West Bengal in 1 975-76, with the all-St at es average 

being 6.1 per cent. The bulk of the revenue from this 

source, form 86 per cent to 90 per cent is obtained 

through stamp duties (Table V II I .l ) .  And, of the two 

components of stamp duty, non-judicial stamp duty has 

been generally more important, accounting for between 

61 per cent and 72 per cent of the revenue from stamp 

duties during 1965-66 to 1974-75. However, its share 

fell to 46 per cent in 1975-76 (Table V I I I .2 )

Categorywise details

8 .3 .2  Some break-up is available on revenue data from



judicial and non-judicial stamp duties. In the case of 

the former, however, the details are too inadequate

TA3L3 V I I I .1 

Revenue from Stamp Duty and Registration Fee

Year Stamp duty Registration
fee

TOTAL

1965-66 72 12 84
(85.71) (14.29)

1970-71 122 20 1 42
(85.92) (14.08)

1974-75 172 28 200
(86.00) (14.00)

1975-76 208 22 230
(90.43) (9.57)

Figures within parentheses indicate percentages of 
total.

to make meaningful observations. While in 1 960-61 , 

1965-66 and 1970-71, court fee accounted for the bulk 

of the judicial stamp duty revenue (60.5 per cent to

98.2 per cent), its share in 1975-76 was relatively 

low (26.4 per cent). Unless more details are avail­

able on't he "miscellaneous" component, which accounts 

for 61.8 per cent of the revenue from judicial stamp 

duty, nothing can be gauged about the relative impor­

tance of the different duties (Table V I I I .3).

8 .3 .3 , Among the non-judicial stamp duty, special 

adhesive stamps and impressed stamps are the most 

important from the point of view of raising revenue;



TAB'LL V I11 .2

Rcvo-hUt.;' fro:;' ;,.r Dufy

(=•:•. laLh)

Lear
Revenue

Judicial
st ■ • ~ r.\;r,~: 
■'.b/' jr^iciel r;-f,rri ~ r  

J. V/.L -M.JJ

" '-j „ e—o 23 
( ' : \ nc)

4 A
1 61 . 1 :)

1 7; 0-7 > 42
(34. n )

8r
(e  L 7)

■ < \ r" .

1 971-72 41
(30.83)

92
(69.17)

133

1972-73 50
(33.78)

98
(66.22)

1 48

1 973-74 48
(30.38)

11 0 
(69.62)

1 58

1 974-75 48 
(27° 91 )

124
(72.09)

172

1975-76 112
(53.85)

96
(46.15)

208

Figures within parentheses indicate percentages of
"t o t a! a

their shares have also improved very significantly over 

the years, from 2.8  per cent of total revenue from non­

judicial stamp duty in 1 960-61 to 54 per cent in 1975-76. 

Revenue stamp, though still an important source, has 

gone down in significance; its share has fallen from 

30 per cent in 1960-61 to 12.5 per cent in 1975-76. 

Insurance stamps, agreement, stamps, stamps for legal 

practioner licence are some other important judicial 

stamps. Notarial stamps, share transfer stamios and
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■8 c 3 .4  ~n the absence of o ■ -■ ro ; oiate ehh 

f c.o for the State 0.0 a whole analysi--alysi

ti'

i 1972 related, to

lot

sale? deeds, 7 per cent to mortgage deeds, and 0.2 per 

cent to lease deeds? a similar pattern is seen in 19 73? 

the respective shares being 85 per cent, 7 per cent and 

0.1 per cent. In terms of value of the transactions, 

however, the situation is different, for mortgage deeds 

constituted 47 per cent of the total value of transactions 

in 1972 and sales deers 14 per cent, hut in 19 7 3 , 76 per 

cent is accounted for by sales deeds and 21 per cent by 

mortgage deeds (Table V I I I .4 ).

8 .3 .5  in Cachar district, document wise data, as in the 

case of Kamrup district, are not available? data on the 

number of documents registered, aggregate value of the 

registered transactions and registration fees collected 

on these transactions are available for all transactions 

taken together separately for rural and urban sectors.

In respect of the number of documents registered, the 

share of the rural sector has generally been more than 

half. However, in respect of the value involved in these 

registrations, the urban share has generally exceeded the 

rural share. However, as regards collections of registra­

tion fee, the urban sector's share has exceeded the rural 

sector's share in some years, while the latter has been



- 243 -

TABLE V III .3

Revenue from Judicial Stamp Duty
(Rupees)

It em 1960-61 1965-66 1970-71 1975-76

Percentage increase in
12.7.5.-16

over over 
1960-61 1 970-71

1. Gcurt fee 
realised 
in stamps

2 2 ,0 7 ,SC7 24,93,561 2 5 , 56,680 29,55,587 33.88 15.60

2 . Sales o f 
stamps

- 22,708 25,81 6 13,25,709 - 5,035.22

3. Stamps for 
copying

- - 20,098 - - -

4. Miscellaneous 41 ,339 2,90,594 1 6,26,231 69,1 6,405 : - -

TOTAL 22 ,48.; 946 28,06,863 42,28,825 1,11 ,97,701 397.91 164.79

Deduct refund -32? -30,781 -9,015 - -

Net 22 .j 48 , 623 27,76,082 42,28,825 1 1 1 ,88,686 397.58 164.58



more in other years (Table A .V III .4).

4. Rate Structure

8.4.1 The rates of stamp duties can broadly be classi­

fied into two categories (i) specific., on documents like

TABLE V II I . 4 

Number and Value of Registered Transactions
(Kamru-D District)

(Value in Rs. lakh)

1972 1973

Total transactions Total transactions
Numb er V alue 

53184 350
( 100. 00) ( 100. 00)

Number Value • 
54342 924 

(100. 00) (100. 00)

Sale deeds Sale deeds
Number Value 
44074 50 

(82.87) (14.29)

Number Value 
46171 699 

(84.96) (75.65)

Mortgage deeds Mortgage deeds
Number Value 

3737 165 
(7o 03) (47.14)

Number Value 
3742 195 

(6.89) (21.10)

Lease deeds Lease deeds
Number Value 

88 5 
(0 .17) (1.43)

Number Value 
77 5 

(0.14) (0.54)

Other documents Other documents
Number Value 
5285 130 

(9 .94) (37.14)

Number Value 
4352 25 

(8.01) (2.71)

Sources Government of Assam,
office of the Inspector- 
General of Registration.

Figures within parentheses indicate percentages of total.
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acknowledgement, adoption deed, cancellation, etc., and

(ii) ad valorem on document3 like bonds, sales certifi­

cates, conveyance and mortgage deed?. The rates of court 

fee are also regulated according to two schedules. In 

Schedule I , ad valorem rates are specified on the suits 

of different values, while in Schedule II , specific rates 

are chargeable on an application or petition, wakalatnama 

and memorandum of ap-oeal. The registration fee in As3am 

is regulated on an ad valorem scale and is calculated 

according to the value of the right, title and interest.

8 .4 .2  The rates of both stamp duty and registration 

fee in Assam are lower in most cases than those prevail­

ing in other States for which some comparative data are 

available (Table A .VIII.5 and A .VIII. 6).

5. Exemptions

8.5.1 Exemptions and concessions are provided in the 

Indian Stamp Act, as well as in the State enactment.

The instruments exempted under statutory enactment in­

cludes (i) those relating to sales? (ii )  those executed 

by or in favour of Government; (iii )  bonds; (iv) debentures; 

(v) securities in respect of loans raised by any local 

authority; (vi) mortgages or other dispositions of a ship 

or vessel registered under the shipping acts; (vii) instru­

ments in favour of the official assignee; (viii) certain 

instruments under the Land Acquisition Act, Indian Works 

and Defence Act, etc. The instruments exempted by noti­

fication ares (i)  those notified under Land Revenue Acts 

and Codes; (ii)  Public Demands Recovery Act; (i ii )  instru­

ments executed by co-operative societies; (iv) agreements 

or security bond furnished by contractors to certain
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Government departments.

8 . 5.2 The following classes of documents are exempt 

from the payment of registration fees (i) documents 

executed by or in favour of Government, on which as 

such no stamp duty is leviable under the law5 (ii )  secu­

rity bonds and penalty bonds executed in favour of 

Government or local authorities by public servants of 

all classes and their sureties? (i ii )  documents executed 

by Dolais of temples in favour of Government; (iv) mort­

gage bonds executed by Government officers in favour of 

Government, as security for building advances; (v) instru­

ments executed by persons talcing advance under the Agri­

cultural loans Act, or by their sureties as security 

for the payment of such advances; (vi) security bonds 

executed by students or their sureties in fpvour of 

Government binding themselves to enter Government service 

on the completion of their studies; (vii) any society 

registered or deemed to be registered under the Assam 

Go-operative Societies Act, 1949» is exempted from paying 

the following fees payable under the law of registration 

for the time being in force"

(a) all fees payable by or on behalf of any 
Co-operative Society for the time being 
registered or deemed to be registered 
under the Act

(b) all fees payable in respect of any instru­
ment executed by an officer or member of 
such society and relating to the business 
thereof* with the exception of the follow­
ing fees,

i )  fee for attendance at a private 
residence,

i i )  safe custody fee for unclaimed 
documents,
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iii) fee for is sui .og stunmo ns an doc rami s s i o ns,
 ̂ and

iv) fee for delay in the presentation of
documents or in the appearance of parties;

(viii) bonds executed by non-gazetted or menial officers 

of Government for the due performance of their duties and 

bonds or mortgage deeds executed by private parties as 

security to Government for the due performance of their 

duties? (ix) mortgage deeds executed by G-overxnaent offi­

cers for securing the repayment of advances received, by 

them from Government for the purchase of a motor car, 

motor boat, motor cycle, horse, cycle or type-writer.

6. Operations

8.6.1 The stamp duty is collected through the sale of 

stamps whose denominations are determined by the nature 

of the document or the value involved. To take a specific 

example in case of transfer of land through sale, the 

parties agree on a certain value of the land and declare 

it. The stamp duty applicable to that value is affixed 

and the document is registered on the payment of the 

registration fee in the office of the Registrar (Registra­

tion).

Problem of evasion

8 .6 .2  As the stamp dutjr is levied on the instrument and 

not on the transaction in respect of which the instrument 

is executed, it is theoretically possible to avoid the 

duty by refraining from executing the instrument, But 

since in the process, the party would be also dispensing 

with something which might later be required as acceptable 

legal proof of the transaction, the scope of avoidance is,
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in practice, very limited. The Indian Stamp Act sti­

pulates that .no instrument can be ordinarily admitted 

as evidence for any purpose unless it is duly stamped. 

Public officers (other than police officers) are there­

fore authorised to impound an instrument which ie pro­

duced or brought before them in the performance of 

their functions, if it happens tc he not duly stamped. 

There is however suffieicnt scope "or evading part of 

tne legitimate duty through ’enaorv-l nation of a transac­

tion and paying a lower duty. This is indeed a common 

nefchod of evasion. Sometimes, a part of the legitimate 

duty is sought to be evaded, not through undervaluation 

but by showing a type of instrument which, while not in 

comformity with the actual facts of the transactions, 

would be liable for a lower duty than that due on the 

proper instrument, and yet constitute an adequate mini­

mum legal proof an evidence. Thus, for instance, while 

the proper document may be a bond, a promissory note may 

be made in which the parties agree to embody the transac­

tions. As only nominal duties are charged on promissory 

notes, this method saves the parties from the higher 

ad valorem duties on bonds. Similarly, it is a common 

practice to avoid the tax on the transfer of stock or 

marketable securities by executing blank transfers.

8 .6 .3  The problem of undervaluation, particularly in 

the case of landed property, is of a serious dimension 

everywhere. No estimate of undervaluation of landed 

property in Assam is available from Government sources.

In consultation with the district officers in the offices 

of the collector of stamp and registration, we obtained 

some data on valuations of land submitted for registration
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in the Office of the registrar (Ilegistrations). The 

data relate to the place of transactions, quantity of 

land and reported and estimated values of transactions 

(Table A.V I I I .7 ). Out of 49 cases studied... 45 cases 

were cases of undervaluation? the dorree of undervalua­

tion was up to 50 per cent in Al cases a n<3 between 50 per 

cent and 100 per cent in 4 oaocs. In only one case the 

valuation was correct. It is inter esti sg to find four 

cases of overvaluation, with the decree of overvaluation 

ranging between 7 per cent ana 35 per cent. The under­

valuation has been rampant, mainly, because, according 

to the existing provisions of the Act, the registrar 

has to accept the value of the property declared by the 

parties; ...

7. Reforms Recommended

8.7.1 It has been argued that stamp duty and registra­

tion fee particularly the latter should not be used 

primarily as a source of revenue because they are in 

the nature of specific charges for identifiable services 

rendered. In this view, since the parties involved in 

the relevant business transactions gain by obtaining legal 

documents, these charges should be fixed on the basis 

of the benefit principle. Under ideal circumstances, 

this argument can be accepted in its entirety. But, in 

practice, since there are no other satisfactory and 

effective ways of capturing a portion of increments to 

the value of property, stamp duties, and to a lesser 

extent, the registration fee could also be used as means 

of raising resources. Besides, stamp duties are in the 

nature of taxes on certain types of transactions or pur­

chases and sales. In principle, there is no reason why
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when sales and purchases of commodities are taxed other 

sales should he completely exempt. Keeping Doth the 

points of view in mind, one could argue that there is a 

case for using stamp duty and registration fee as sources 

of revenue, but that the fixing; the level of duties, the 

fact that they are primarily intended as services charges 

should not he lost sight of.

8 .7 .2  In the light of these twin considerations, we 

shall examine the level of stamp duty and the registra­

tion fee in Assam. Assam being a less industrialised 

State, it is necessary that the rates of these duties 

should not be raised to very high levels as compared to 

those in other States. In fact, there would be a case 

for keeping them somewhat below the rates prevailing in 

advanced States. However, we note that the existing rates 

in the State are lower than in the neighbouring States, 

and in some cases the rate differential is very wide.

It may also be noted that there have been no changes in 

the registration fee for a long time. The last revision 

of stamp duties took place in 1972-73.

8 .7 .3  In view of these facts, it is recommended that 

the rates of stamp duties be revised upwards on an aver­

age by about 40 per cent. It would seem that there is 

scope for a somewhat larger revision in the case of 

registration fee, namely, by about 60 per cent. In order 

to give a rough idea of the kind and magnitude of in­

crease that we have in view, we have worked out possible 

rates in respect of different categories of instruments 

which could be used as a model for effecting the necessary 

revisions. These suggested rates are given in Annexures 

V I I I .1 and V I I I .2 (at the end of this chapter). It would
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be seen that the rate structure proposed by us as a 

bio del camparcs favourable w i t h  those prevailing in the 

neighbouring States. In the absence of detailed data 

oil chc number and value of registered transactions, it 

is not possible to work out accurate estimates of addi­

tional revenue that would accrue as a result of these

rate changes. Roughly s'ceal.;. :g, an .Increase in the

yield by about 40 per cent could be expected.

8 .7 .4  We have in die ate a earlier that there is consi­

derable underestimation of the value of property in 

respect of payment of registration fee. Given the pro­

visions of the present Act, it would seem that an under­

valuation of property for purposes of registration is 

not an offence. For, it is specifically provided that 

the registrar has to accept the value of property as 

declared by the parties to a transaction. We recommend 

that the Act should be amended to empower the registrar 

to assign a different value than the one declared if  he 

finds sufficient justification for such a decision.

In assigning values, the registrar should be asked 

to keep in view the fair market value of the kind of 

property in question. Another recommendation that we 

would like to make is that the Government should fix, 

for purposes of registration, value of land in different 

parts of major cities and towns, taking into account 

relevant factors such as location and use. This practice 

is followed in some other States and has been found to 

yield useful results. These values should be revised 

every five years or so.
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8 .7 .5  In respect of registration of le.-id for which the 

value has already been fixed by the Government there 

could not arise any dispute. But disputes could arise 

in other cases if the sub-registrar or the registrar 

refuses to accept the value declared, if in bis judge­

ment there has been undervaluation. We would suggest 

that in case an assessing officer of the rank of sub­

registrar or registrar should question the value declared, 

he should give in writing the grounds r>n which he is 

unable to accept the valuation, give his own valuation

and forward the case to the district registrar, who would 

then decide upon the value acceptable to the Government.

If  the parties conccrned wish to question the decision 

of the district registrar or a higher officer, as the 

case may be, an appeal can be allowed to the inspector 

general of registration, whose decision should be taken 

as final.

8 .7 .6  There should be close association between the 

Office of land Records and the Income Tax Department of 

the Central government so that the valuation of immovable 

property including buildings by State government offi­

cials could be in line with that by Central government 

for purposes of wealth and income tax.

8 .7 .7  In order to evaluate the work of the department 

and to bring about improvement in collections, it is 

necessary to have adequate information on all the rele­

vant aspects relating to property transactions. We 

have indicated in the earlier paragraphs the limitations 

of data, particularly the non-availability of the nece­

ssary break-down of yield as well as of transactions.
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The Office-.-: o f  land Records has no s t a t i s t i c a l  wing en­
trusted with the c o l l e c t i o n ,  analysis  ana publication 
o f  data r e la t in g  to property trar-°actions and r e g i s t r a ­
t ion ,  Data co l  l e c t io n  by the Real --aart ors i s  'usually 
done by e l i c i t i n g  information from the d i s t r i c t s .  I t  
has been reported that the response to anenies or to 
i>ro farms .seat da -'/cad'", a-.rt-as- has eoen a ear on the 'oart 
o f  some of the cii;abricts. The regafa^ o f f i c e r s  at the 
Feac’ ~u.srtera dea.li.ng with day-to-day a f f a i r s  cannot be 
eapested to spend the necessary t in e  on monitoring the 
f low  o f  indorsation. I t  i s  essen t ia l  to hero a sna i l  
s t a t i s t i c a l  wing attached to  the O f f i c e  o f  land Records, 
cone:i ativg' d f  anleast one s t a t i s t i c a l  o f f i c e r  and two 
ass istants .  I t  should also be made ob l iga to ry  on the 
pert of" the d i s t r i c t  o f f i c e r s  to  send in  the required 
information to  the Headquarters.



Annexure to Chapter VIII

ANNEXHRE V I I I .1 

Pro-posed Rates of St atrip Duty

(Rupees)

Instrumc.'.". Exist  i:w Proposed

1. i) Administration bond ofRs, 1,000 
ii) In any other case

2. Appraisement of valuations

i) where the amount does not 
exceed Ps.1 ,000

ii) in any other case

3. Apprenticeship deed.

4. Articles of Association of 
a company?

i) where the nominal share 
does not exceed Rs.2,500

ii) where the nominal share 
exceeds Rs.2,500 lout does 
not exceed Rs. 5? 000

iii )  where the nominal, share 
exceeds Rs.5 s000 hut does
not exceed Rs. „akh

iv) where the nominal snare 
exceeds Rs. 1 lakh

Bonds

i) where the amount or value 
secured does not exceed 
Rs. 1 0

ii) where it exceeds Rs. 10 hut 
does not exceed Rs.50

1 6.50 
1 6.50

1 6.50 

1 6.50

16.50

1

41 .25

55.00

82.50

65.00

0.30

20.00
20.00

20.00
20.00

20.00

45.00

60.00

90.00

180.00

0.50

0.90
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( Rupees )

Instrument Existing Proposed

iii ) where it 
does not

exc e e ds Rs. 5 0 but 
exceed. Rs.100

1 . 1 0 1 .80

iv) where it
does not

exceeds Rs.100
exceed Ps.200

but
2.75. 4.50

v) where it 
does not

exceeds Rs. 2 00 
exoeea X 300

but
4.15 6.30

vi) where it 
does not

exceeds Rs. 300 
exceed Rs.400•

but
5.50 7.80

v i i ) where it 
does not

exceeds Rs.400 
exceed Rs.500

but
7.45 10.00

viii) where it 
does not

exceeds Ps.500 
exceed Ps. 600

but
9. So­ 12.50

ix) where it 
does not

exceeds Ps. 600 
exceed Rs.700

but
i l . 55 14.25

x) where it 
does not

exceeds Rs.700 
exceed Rs.800

but 13 .20 1 6.00

xi) where it 
does not

exceeds Rs.800 
exceed fs.900

but
14.85 18.00

xii) where it 
does not

exceeds Rs. 900 but 
exceed Rs. 1,000

1 6.50 20.00

xiii) for every Rs.500 or part 
thereof

8.25 10.00

6. Bot.torarv Bonds Same as for Bond

7. Cancellations

8. Conveyance;

i) where the amourst or value 
of consideration does not 
exceed Rs.50

ii) Rs.50 to Rs.100

iii)  fts.100 to R3.200

iv) Eg.200 to Rs. 300

v) Rs. 300 to Rs. 400

vi) Rs. 400 to Fs. 500

1 60 50

1 .30

2.50 

4. 35 

7.45 

9. Q0 

12.40

20.00

1 .25

2.50

5.00

7.50

10.00

12.00
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(iiupees)

Instrument

"n*DTs0"S'e&.....
" 'U .8 5 15.00

1 4 ^ 5 151^050

-] yl 9>;80 1 72§COO

1 <2?.-30 2(£2)050

24.<;75 2 22 $£00

24.75 25.00

1.65 1.50

1 . ^ 0 1 JM^o

3.30 3.00

16.50 20.00

1 §25.^0 2§ 5 % )

2§2Q€>0 2159Bo

A ̂o O V

s

2 5.00

66.00 65.00

i%?6b

1 65.00 165.00

1 6.50 20.00

afc.Rfo

Sam-led-for coi^Afj^ice.

Same as for conveyance.

vii) Rs-ir5©0rM ei:j6OO
v l l ^ ) -7^D  o

vii) " rV I  J. J f e .p u u  l>0 to. CU'J

^ d % W V % . W °

xi) Rs.^00 to R a j 000
x) Es.SVA* &0 •;% jjy-

9 xi " P W ^ P

l) originals xmto Be. 1
9. Oo;x/ or extractr 
' i i ;  other than ̂ Section A

i) originals upto Ban

I 0 *ii'p’V&b&fr Section A

i) where the amount does not 
1 0. Gust cgfcdgy# |3. 1 , 00C

3 1 K ^ i i 4 h^ i i p y (ies not
exceed Rs. i 9Uv-L<

I I . i i 1 e£ J egnf  f0 $£n$££ e;

1 \ ? * i| | W 0 F ^ # ^ i§ ln < & f!S O c ia tion  
* of a compancys ■

1 2 .  M cA or^nau^- ft- fo^  gQCiciti^lJ.

o i aDr :3BgS8iraticti under
i) iSe@.1j&@itD2&i®i thearticles 

o'fOlB^iiatAo-fei under

ii) 2 6 of the
uompani'es Act

13.

i) where the capital does
v^ %y m ,̂ m>eed rs. i sooo

does

1 4. i^^tgajg^ cas!

1 4. Mortgage deed?
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A'NNEXORE V III. 2 

Proposed Rates of Registration Pee

(Rupees)

Ordinary fee

A. Pees for ta;, R.̂ g: 
of documents;

Existi og Propo sed

i) where the value does 
not exceed Rs. 5C

ii) where the value exceeds 
fh.50 out does not exceed 
Fs. 1 00

iii )  where the value exceeds
Rs, 100 but does not exceed 
?3.2 50

iv) where the value exceeds 
Fs.250 but does not 
exceed p̂ .500

v) where the value exceeds 
Rs»500 but d o n o t  
exceed ?r„ 1 , 000

vi) for every additional
Rs. 1,000 or part thereof

B. Por search and inspection of 
records under Provisionst

i) search or inspection of 
records over one year

ii) search or inspection of 
records for more than 
one year

1 , 12 

1 ,75

2.50

4.50

7.50

4,00

1 .50

150*0.75
f o r every 
additional 
y ear „

1 .50 

1.75

5.00

9.00

15.00

8.00

2.00

2.00 for 
the first 
year and
1.00 for 
every addi­
tional 
year.



Ordinary fee Existing Proposed

0. Pees

i) for the deposit of 
sealed cover contain­
ing a will

ii )  for opening such 
cover

iii )  for the withdrawal 
of a sealed cover 
containing a will

D. For copying

i) for every hundred words

60 00

6.00 in 
addition to 
the cost of 
copying the 
contents is 
charged acc­
ording to 
rate

6.00

1 9 paise for 
100 words in 
vernacular 
character 
and 37 paise 
for 1 00 
words in 
English 
character.

10.00

10.00

10.00

50 paise 
for every 
1 00 words 
sub j ect 
to a maxi­
mum of 
Rs. 5.00



IX. STATE EXCISE DUTY

1 . Obje c t i v es o f  Excise Taxation

9.1 .1 According to  the Constitution o f  India 5 the 
State governments ar^ empowered to  levy  excise duty 
on a lcono l ic  l iquors  f i t  f o r  human consumption and 
on opium India''". hrop and other narcot ics ,  but exc­
luding medicinal a n d  t o i l e t  preparations containing 
these ingred ien ts . Excise duty on medicinal and t o ­
i l e t  preparations containing a lcoho l ic  and narcotic 
drugs is. le v ied  by the Government o f  India under the 
Medicinal and T o i l e t  Preparations A c t , 1955* The 
proceeds, however, are co l le c ted  a n d  retained by the 
S ta t e s .

9.1 .2 Unlike taxes on most other commodities and ser­
v ices  , the excise or l iquor  has the sumptuary or reg ­
u la tory  ob jec t ive  over a n d  above the usual revenue 
o b j e c t i v e . A sales tax also r e s t r i c t s  demand in order 
to adjust i t  to the supply, or in order to  d iv e r t  r e ­
sources from one use to  another. However, the main 
ob jec t iv e  is  not to minimise the consumption o f  the 
taxed a r t i c l e , but rather to  ra ise  revenue. In the 
case o f  exc ise  taxation o f  in tox icants ,  one o f  the major 
ob jec t iv es  is  the curtailment o f  the consumption o f  
in tox icants  in oroer to safeguard against the health 
hazards ana other soc ia l  e v i l s .

2• S ign if icance o f  the Tax in t he Total Tax: Structure

9 .2 .1  Kevenue from this duty went up from Es.l .9^

crore in 1960-61 to R;:.2.95 crore in 1975-76. Thus, 

the increase was on’lv ih-1 orom a ih -n ’•'o-jh
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Its share in revenue from State taxes fell from 16.1 

per cent in 1960-61 to 5 cent in 1975"76. The re­

lative significance of this tax has declined due to the 

rapid increase in the revenue from the sales tax and 

the agricultural income tax. This decline in the re­

lative significance of excise duty is a general pheno­

menon in almost all the States of the Indian Union, but 

the rate of decline is particularly high in Assam. Ta­

king the other eastern btates, we find that the yield 

of State excise duty declined from 18 per cent of the 

State tax revenue in 1960-61 to 1*f.1 per cent in 1975~76 

in Bihar5 from 15*5 per cent to 9 per cent in Orissa and 

from 12.6 per cent to 9.*+ per cent in West Bengal. While 

the rapid growth of sales tax revenue is common to all 

the States, the relative growth of the agricultural in­

come tax due to the sudden spurt in world tea prices 

is a special factor xn Assam and partly explains the 

more pronounced fall of the share of excise duty there.

9 .2 .2  It is also to.be noted that the growth of re­

venue from State excise was sluggish in Assam. The com­

pound rate of growth of revenue from this tax was 3*5 

per cent per annum, whereas it was 10.1 per cent, 10 .b 

per cent and 8.3 per cent, respectively, in Bihar, Orissa 

and West Bengal.

3• Composition of Excise Revenue

9.3.1 Table K .1  gives the relative contributions of 

different categories of intoxicants to the total excise 

revenue. Country spirit constituted the bulk of the 

revenue, 86.6 per cent in 1960-61 and 7 1 . 2  per cent in 

1975-76. The next important category is foreign liquor
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which contributed 8.8 per cent in 1960-61 and 2*+.8 per 
cent in 1975- 76 . Thus,the revenue from "foreign" l i q ­
uor has grown much fa s t e r , .p o s s ib ly  due to  the presence 
of the armed forces ani urbanisation.

 ̂ A c oniDci r I  son c f  l-Ii g  r e l a t i v e  contributions o f
d i f f e r e n t  categcr ies  o f  intoxicants in Aosam with those

TABLE IX .1

Composition o f .Revenue from State jfixcise Duties

(Hs. lakh)

Category- 1960-61 1965-66 1970-71 1975-76

Country s p i r i t 1 68 
(86.60)

19^
( 89.8 1 )

20*f 
(7 8 .k6)

207
(70.17)

Country fermented 
l iquor

0 A 3 
( 0. 22 )

0 .3 k
(0 .16)

0.59
(0 .23)

3
( 1 . 02)

Malt l iquor
( 1 .55) (0 .93)

0.91
( 0 .35 )

-

Wines and s p i r i t s  
( f o r e ig n  l iquor  
other than beer, 
medicated wine and 
denatured spi r i t s )

17
( 8 .76)

10
(U-.63) (13 A 6 )

73
(2k-. 7k-)

Commercial s p i r i t s  
and medicated wine

3
s d  .55)

9
(4-.17)

15
( 5 .7 7 )

0.95
(0 .32)

Op ium, hemp and 
other drags

0 . 0m- 
(0.02)

0.21
(0.10)

- 0.01 
( neg)

Others 2-53 
(1 .30)

0.^-5 
(0 .21)

. 50 
( 1 .73 )

11 .05 
(3.75)

TOTAL 19^ 216 260 295.01

/Figures within parentheses indicate I Source: Same as for
^percentages of total. ‘ J  table I I . 7 .



- 262 -

in the neighbouring States revea ls  that the r e l a t i v e
contribution o f  the excise revenue from fo re ign  l iquor  
is  the highest in Assam (Table IX .2 ) .  At the sarae 

t im e3 tno r e la t i v e  contribution o f  revenue from coun­
t r y  s p i r i t  in Assam is comparable to  tv -ce  in the other 
eastern States.  I t  constituted. 70.2 per cent in  Assam,

f ABIE IX . 2

Components cf laicise Revenu e in 

Selectec',._J£astern States 

" ~ 0975-76) *

(fe. lakh)

Category Assâ m Bihar Orissa
west
Bengal

Country s p i r i t 20 7 
(70.17)

19 57 
(75-59)

437 
(71.29)

14-99
(56.48)

Country fermented 
l iquor

Zi

( U  02)
230

(8.83)
7

(1 .14)
4-1 

(1 .54)

Malt l iquor - - - 136
(5-12)

Foreign l iquor  and 
s p i r i t s  ' (2 ^75 )

230
(8.88)

83
(13.54-)

400 
(15.07)

Commercial and de­
natured s p i r i t s  and 
medicated wines

1
(0.34)

14-
(0.540

1
(0.16)

258
(9.72)

Medicinal preparation - 
containing a lcohol,  
opium,etc.

( o t 85)
3

(0.4-9)
225

(8.48)

Opium, hemp and other - 
drugs

82
(3.17)

79
(12.89)

67
(2. 52)

Other rece ip ts 11
(3-72)

54
(2. 09)

3
( 0.4-9)

28 
(1.06)

TOTAL 295 2589 613 265'+

Figures w ith in  parentheses Source, Budget documents 
indicate  percentages o f  t o t a l .  o f  the State

Governments.
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'7-5.6 per cent-In Bihar, 71 -3 per cent in Orissa and

56.5 per cent in West Bengal in 1975~76. This could 

be so because tiie---excise revenue structure, is more 

diversified in the neighbouring States than in Assam.

9*3.3 Incidently, it may be mentioned that in Assam 

the consumption of opium is totally prohibited since 

19>+7S except on strong medical grounds, and ganja and 

bhang since 19̂ 7 except for social, religious, medici­

nal and scientific purposes. Although,there is a 

provision for issue of permits for bhang for the above 

purposes, no permit for possession and consumption of 

bhang has been issued. Therefore, these intoxicants 

did not contribute revenue to the exchequer,

9.3J+ It is important to indicate here that the con­

tributions of different components are derived from 

different types of levies under the Excise Act. Coun­

try spirit is subject to still-head duty, i . e . ,  the 

excise duty and the licence fee; India made foreign 

liquor is subject to excise tax? licence fee and gall- 

onage fee; overseas foreign liquor is subject to gall- 

onage fee and a surcharge on gallonage fee 5 and other 

categories of iirtoxicants are generally subject to 

excise tax end the licence fee, except country fermen­

ted liquor (toddy) which is subject to licence fee only. 

In the absence of data on receipts from excise duty and 

licence fee separately, the relative importance of the 

two sources of revenue cannot be discussed. The.roles 

of the two sources, however, differ from State to State.

9 .3 .5  Apart from the excise duty (and the sales tax

on liquor), the Government derives a substantial amounts
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of revenue from the auctioning of licences to these liq­

uor shops. In some States the licence fee is fixed, and 

there is no auction or bender system. The idea behind 

the auctioning of the licences is that the restriction 

of the number of licences confers a privilege on the 

licencees and enables them to earn a differential mono­

poly profit. The'State could take away a large part of 

the surplus through the auctions. In such cases the high­

est bids of the licence fee form the major part of excise 

revenue and a nominal duty could be imposed. However, 

in Assam, the system of auctioning of the liquor shops 

through tenders and giving/licence to the highest bidder 

is followed, the licence fee does not constitute the 

bulk of the revenue in Assam and the excise duty is still 

the major component of excise■revenue.

Analysis of the Existing Structure

Rate structure

9.^.1 The rates of excie duty are different for diff­

erent categories of intoxicants and in different areas 

of Assam.

Country spirit

9.^*2 In 1960-61, there were only two rates prevailing? 

one for the upper Assam Ps.2k, '̂0 per L.P.G. (Bs.5.39 per 

L .P .L .) and the other for lower Assam Rs.25-00 per L.P.G. 

(Rs.5.5^ pei' L .P .L .). From 1961-62 upto 1965-66, within 

the two areas, certain differentiations were introduced 

in order to give preferential treatment for certain 

areas. Zn most of the years the rates were slightly 

lower in the lower Assam areas and north Lakhimpur and



Mikir hills subdivisions of the upper Assam areas. The 

rates of duty were raised substantially^in 1966-67 and 

only marginally in 1973"7^. The rates/duty in force 

since that year are given in table IX.3 .

Foreign liquor

9.^ .3  There has not been any change in recent years 

in the tax rates applicable to the different categories 

of foreign liquor. The rates of duty on Indian made 

foreign liquor are given in table IX .b .

9 .Lf-.1+ In the case of overseas foreign liquor, the 

State government can-not levy an excise duty; hence 

only gallonage fee is collected. For other categories

TABLE IX .3 

Rates of Duty on Country SpIrit 

____ ___________ _____ _________________________ (Rs. per L .P .L .)

1973 “7*+ onwards

Upper Assam areas

(i) Dibrugsrh sub-division 8.31

(i i ;  Jorhat and Golaghat sub-divisions 8.36

(i ii )  Sibsagar sub-division 8.33

(iv; Uorth Laiciiimpur and Mikir 7* 93
Hills sub-divisions

Lower Assam areas

Darrang and C&char districts 8.28
and North C&char Hills sub­
divisions

of intoxicants , Rs.G.25 is charged per quart_ bofc-fcle of
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medicated wine and Rs. ̂ 77*68 kilogram is ohajpgod for 

medicinal opium. Use of opium for other purposes is 

not allowed and the consumption of bhang and ganja is 

also totally prohibited, as indicated earlier.

Comparative rates

9 . ^ . 5  A comparative picture of the rates prevailing in 

a few neighbouring States is presented in tables IX .5

TABLha * ̂1"

State Excise Duty on India Made Foreign Liquor 

Item Rate of duty

Gin, Whisky. Brandy, Rum and other Rs.20.62 per L.P.L, 
wines containing more than 4-2 per 
cent proof spirit

Champangne and other sparking Rs.5.50 per B.L.
wines containing not more than 
^2 per cent proof spirit

Other wines containing not more fte.3.31 per B.L.
than k-2 per cent proof spirit

Beer, Cider, Ale., Perry and other Rs.O.Mf per B.L.
fermented liquors

Rectified Spirit including absolute 
alcohol

(i/ used, for medicinal prepara- Rs. 1 .38 per B.L.
tion

(ii) used for purpose other than Rs.6.75 Per B.L.
medicinal preparations

Ilote. Besides the raojr mention -a. in the I able ? a
pass fee of 22 paise is charged on denatured spirit
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rand IX .6 . It is quite evident tiiat the rates are gen­

erally lower in Assam than in the neighbouring States. 

The rates of excise duty are the highest in Bihar, foll­

owed by West Bengal and Assam. In Bihar and West Bengal, 

unlike Assam, rates of excise duty on country liquor 

differ according to the strength of the <hlcohol. The

rate of India made foreign liquor is the lowest in

Assam and highest in West Bengal

TABLE IX .5

Rates of Excise Duty on Country Spirit in Selected
Eastern States

(Rs. per L .P .L .)

State Plain country spirit Spiced country spirit

Assam to.7.93 to h .8.33 in
different areas

Bihar te .13.70 

Orissa is. 7.00

Spiced country spirit 
with 40 U.P. Strength 
b . 20

West Bengal f.5.6.90 to is. 17.88
according to diff­
erent in strength

*Besides additional duty is levied on the total

issue in a calendar month by the 5th of the foll­

owing month as followsi-

For issue Rs.

0 to 100 per L .P .L . 0.07

101 to 1000 " ” 0.50
1001 to 5000 " ” 0.64

Above 5000 0.84

** in addition to the consideration money realised 

in auction for exclusive privilege

Systems of Licence fee 

Country liquor

9 .4 .6  In the case of country liquor, the mathod of



fixing licence-fee differs from State to State. Broadly 

speaking,''two district methods are followed in tlie eastern 
St at es:

(i) excise tax with licence fee fixed by the 
Government; and

(ii ; excise tax with licence fee fixed through 
auction or tender.

In addition to these levies, the retail price is also 

controlled by the Government.

. TABLE IX .6

Excise Duty on Foreign Liquor in Selected Eastern States

- 268 -

State
India made 
liquor

foreign India made 
rum when 
issued to 
troops

Beer

Assam

Bihar

Orissa

On whisky. Brandy 
ana Hum Bs.20.62 
per L .P .L . , wines 
and champagne not 
containing more than 
k-2?b of proof spirit 
varies from Rs.3 .31 
per B.L. to Rs.5*!?0 
per B.L.

Rs.31*-.50 Per L .P .L . Rs.7.50  per 
for Army Rs.20.70 L .P .L. 
per L .P .L . cham­
pagne and all 
other types of h-2.% 
of proof spirit 
Rs.!f„0Q per B.L.

Rs.25 per L .P .L . and te.3.00 
Rs.1 5 per B.L. as per L .P .L . 
luxury tax

West Bengal Ps.3 5 .OO per L .P .L .

Rs.O.Mf per 
B.L.

Rs.2 . 30 per 
B.L.

Rs.0.1 6 per 
B.L. and 
Rs.1 .30 per 
B.L. as 
luxury tax

Varies from 
Rs.1 .00 to 
Rs.3.00 accor­
ding to alco­
holic strength 
present.
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9 .^ .7  In Bihar and. West Bengal, broadly speaking, 

the annual licence foe is fixed by the Government acc­

ording to the sales volume or the issue of the liquor,

On•the other h a n d ,  the licence foe is determined through 

a tender i n  Assam. The Excise Department of the State 

governmentj on the basis of the past averages, makes an 

estimate of the approximate off-take of liquor from a 

shop during a y ..ar. After allowing for managerial and 

other expenses, the profit is taken as the minimum vend 

fee payable per shop. The prospective licencees submit 

their tenders and quote the vend fee per L .P .L . in the 

tenders submitted by them, and the highest bidder is 

granted tne licence. The vend fee Is determined sep­

arately for each shop. Under this system, the profit 

from quantities of liquor sold in excess of the minimum 

.anticipated at the. tine of the -settlement- of._a_ s.’o.op-gx>e.s—.. 

to_the- -vendor-; .i' he ynsnd_. j£>e- --quoted h j . the_b..1 fidars 

pends on the consumption in that area, distance from 

the warehouse and costs involved.

Foreign liquor and other intoxicants

9 .H-.8 To be in the business of India made foreign liq­

uor, a retailer first of all has to get a licence and 

then on payment of countervailing duty, a permit to 

bring supply from the places outside Assam. Different 

scales of licence exist for bonded warehouse, whole­

sale and retail sale 'o f f  and ’on1 the premises and 

other places. In tne case of India made foreign liquor 

also the licence is granted through tender, but here the 

highest bidder is granted the licence cased on the merit 

of the case. In Jiihar and west Bengal, however, the 

system of fixed licence fee is followed.
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9 .*f.9 Besides individual importers, there are also

four bonded warehouses in the State for storage and issue 

of foreign liquor. The licencees of these warehoases 

import their requirements from outside tne Stcfce on the 

basis of the import permits issued by the commissioner 

of excise. They import the liquor under bond without 

payment of duty and deposit the same in the warehouse. 

There is also one excise off icer-in-charge of each bon­

ded warehouse. The retail and wholesale licencees take 

their requirements from these bonded warehouses.

9*^.10 Another important category is fermented liquor,

i . e . ,  toddy, which bears no excise tax and is subject 

to only licence fee. The system of issuing licences 

for a toddy shop through auction is prevalent in Assam, 

Bihar and West Bengal. The licence fee for two months 

is required to be paid in advance on the date of the 

auctioning of the shops, then a month’ s fee on the first 

day of every suco eedingmonth until the total fee due has 

been realised.

9.*+. 11 The existing system of granting licences is not 

really satisfactory. The claim that tender is superior 

to auction because the former can eliminate collusion 

between prospective bidders and thus avoid loss of rev­

enue does not seem to be quite sound. Unless there is 

competition among the bidders, the system of auction or 

tender cannot be successful. Apart from this, since the 

vend or licence fee is determined annually, no licencee 

is ever quite sure about his business in the next year. 

Therefore, he has little incentive to make any invest­

ment to improve the shop.
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5- Analysis of* t Vi P

9.5*1 The base of the excisc tax is the consumption 

of alcoholic liquor and other intoxicants, subject to 

duty. The requirements of country spirit in tne State 

are met partly from the manufacture in tiie only dis­

tillery in the State and partly from supplies outside 

the State. Tiie major portion of the requirements is 

obtained from Bihar and West Bengal through the con­

tractors appointed on the tender system. The contract­

ors supply country spirit to the Government •warehouses 

located in different districts in Assa.n. The production 

of country spirit in the State distillery ranges bet­

ween 5?00,GUO L .P .L . to 6,00,000 L .P .L . During the 

year December 1976 - November 1 9 7 7 , the estimated pro­

duction was 10,00,000 L .P .L. The requirement of for­

eign liquor is largely met by supplies from outside. 

Production of foreign liquor has also started in the 

State distillery.

9 .5 .2  Consumption of imported liquor is not part of 

the tax base because the State government collects only 

a gallonage fee on it. Similarly, toddy should also 

not be treated as part of the tax base, because no ex­

cise duty is levied on it.

9-5*3 Thus, the size of the tax base depends upon,

(i) the magnitude of liquor released for sale, in other 

words, magnitude of liquor consumption, and (ii) the 

number of shops. The number of country liquor and .to­

ddy shops has remained constant at 183 and 5 ? respec­

tively since 1970-71. On the other hand, there has been 

a marginal increase in the number of foreign liquoc 

shops. ...
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9*5.)+ Between 1970-71 and 1975-76, the average popu­

lation served by a country liquor shop increased from 

80?000 to 92,000 and that served by a foreign liquor 

shop from 1,93,000 to 2,08,000. The average revenue

TABLE IX . 7
Average Population Served and Collection per shop

________________________________________________ (Ps. thousand)____

_______ Country spirit____________ Foreign liquor___
Average Average Average Average
popula- collec- popula- collec-

Year tion ser- tion tion tion per
ved per per served Coll- shop
shop Collection shop per shop action

1970-71 80 2 ,0 *+,38 112 193 35 ,25 1+6
1971-72 82 1 ,85,1 8 101 19^ 52,01 67

1972-73 85 1 ,3^,09 73 197 60,75 77

1973-7^ 87 1 ,95 ,22 107 202 53,02 67

197^-75 90 1,62,73 89 208 8 1 ,13 103

1975-76 92 2 ,07 ,16 113 209 73,33 90

per country liquor shop decreased between 1 970-71 and

1972-7 3 , there has been an increasing trend since then.

The average revenue per foreign liquor shop increased from 

Rs.^6,000 in 1970-71 to Rs.1 .03 lakh in 197^-75 and then 

fell to Rs.90,000 in 1975-76 (Table IX .7 ) .

Average incidence of excise duty

9 .5 *5  The average incidence of excise duty on country 

spirit went up from Rs.9.^1 per L .P .L . in 1970-71 to



Rs.12.38 in 1975-76 (Table IX .8) . As the rate of excise 

duty varies between Rs.7«93 and Rs.8.36  per L .P .L . appro­

ximately, RsA per L .P .L . may be taken as the incidence

TABLE IX .8

Average Incidence of Excise Duty on Country Spirit
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Year

Excise
revenue
(Rs.)

Consumption
of country spirit
(L .P .L .)

Average 
incidence per 
L .P .L .
(Rs.)

1970-71 2,0^,38,378 21 ,72,303 9 M

1 971-72 1 ,8 5 ,l8 , 1*f0 21,13,283 8.76

1972-73 1 ,3^ , 08,802 13,85,032 9.68

1973-7^ 1 ,9 5 ,22,000 16,66,709 11.71

197^-75 1,62,73,000 8,11  ,130 20.06

1975-76 2 ,0 7 ,16,000 16,72,963 12.38

Source: Government of Assam
Excise Department, Gauhati.

of licence fee,etc. on consumption., If we take the re­

commendation of Planning Commission that the incidence 

of licence fee and excise duty should be about Rs. 17.77 

per proof litre, the average incidence of excise rev­

enue is low in Assam. Similar data are not available 

for foreign liquor for recent years. However, if  the 

pre-1970 situation holds good for the post-1970 period, 

a similar conclusion can b^drawn in respect of foreign 

liquor. The average incidence of excise duty on foreign



liquor also was very low (rjjable IX .9).

TABLE ÎX .9 

Average Incidence y’> Foreign Liquor
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Year
Total revenue 
(Rs.)

Consumption of 
foreign liquor 
(L .P .L .)

Average 
incidence per 
(L .P .L .)  (Rs.)

1968-69 30,5^,085 if,22,322 7.23

1969-70 *+■3 ,*+0,625 3,21 ,322 13.51

1 970-71 35,25,105 ^,86,275 7.25

Source: Same as for table IX .8.

6. Operations of the Tax

9.6.1 In the case of the country spirit, the required

number of contractors are appointed on the basis of the 

tender system. The contractors are required to supply 

the spirit at the rate of cost price quoted in their 

tenders. There are five warehouses in the State. The 

buildings in which the warehouses are housed belong to 

the Government. The contractor supplies the required 

vats and the other equipments required for the purpose. 

One excise officer remains in charge of each warehouse. 

The contractor supplies the O.P. spirit to the warehouses 

within the area of his supply. The spirit is reduced 

to the required strengths in the warehouse under the 

supervision of the officer-in-charge. After reduction 

to the required strengths, it becomes fit for issue to 

the retail licencees for sale to the consumers.
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9 .6 .2  The retail licencee applies to the superintendent 

of excise of the district for issue of quantities required 

by him from the warehouses. He is required to deposit the 

duty, vend fee and the cost price in the treasury by 

challan and produce the challan to the superintendent

of excise, who checks whether the duty and the vend fee 

have been paid correctly and then the superintendent of 

excise authorises issue of the liquor. The officer-in­

charge of the warehouse issues liquor on the basis of 

the endorsement on the challan. The cost price so depo­

sited by the retail licencees is paid to the contractor 

on Government sanction.

9 .6 .3  In the case of foreign liquor, the licencee has 

to apply for issue of permit after payment of duty into 

the treasury by challan at the rates prescribed by the 

Government and produce the same to the superintendent 

of excise. Thereafter, the permit for import of for­

eign liquor from outside the State is issued. The gall- 

onage fee on foreign liquor is payable on the basis of 

the sale during the previous month at the prescribed rate.

9 .6 .^  There are four bonded warehouses in the State 

for storage and issue of foreign liquor. The licencees 

of these bonded warehouses import their requirements 

from outside the State on the basis of the import per­

mits issued by the commissioner of excise. They import 

the liquor under bond without payment of duty and deposit 

the same in the warehouse. There is one excise officer 

in charge of each bonded warehouse. The retail and who­

lesale licencees get issue of their requirements from 

these bonded warehouses. They have to first apply for
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permits to the district authorities after payment of the 

duty into the treasury by challan.' Then,they.produce the 

same with a copy of the challan to the officer-in-charge, 

who then issues the liquor on the ba'sis of the permits 

and the challans. In this case also, gallonage fee is 

payable in the month following the month of the sale.

Arrears

9 .6 .5  Generally, there would be no arrears under this 

duty. The duty and vend fee are payable before the issue 

of the country -spirit from the government warehouse. The 

duty on foreign liquor is payable before the issue of 

import permits. The pallonr.ge f.?e is payable in the month 

following the month or the sr.le. The permitf for other 

exciseable articles are also issued after payment of the 

levies prescribed there of. c .se of licence fee for 

toddy shops, two months’ fee is required to be paid in 

advance on the date of auction of the licence, a month's 

fee on the date of commencement of the licence and then

a month's fee on the first day of every succeeding month 

until the total fee due for the Z.icence has been rea­

lised. Advance payments before sale is also required 

in the case of Mritusanjibani Sura, a medicinal prepar­

ation.

9 .6 .6  In spite of the arrangement for collection of 

licence fee in advance, arrears have accumulated for the 

licence fee on toddy and Krituasanjibani Sura. There 

was an arrear of licence fee for j^ad_d£_shops amounting 

to Rs.l+8 ,775 during 1 972-73 and 1973-7^. Out of this 

amount, Rs.2lf,070 have been recovered and action has been 

taken to recover the balance. Similarly, there was an
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arrear of Rs. 6.1 ̂  lakh on Mritf.nsanj ibani Sura manufa­

ctured by two individual licencees and one government 

undertaking since 1970-71. The arrear of Rs.28,95^ 

due from one licencee has been realised and against 

other private party a gakijai case for Rs.5*258 has 

been instituted. Tne Government undertaking' concern 

did not pay the licence fee on the presumption that 

being a government undertaking it would not be required 

to Pay tlie ^he arrears in this case accumulated

to Rs.5-8 lakh. However, it has already paid Rs.3-9 

lakhsand for the balance it has prayed for exemption. 

Any way, the total amount of arrears from all these 

items is very small in comparison to the total revenue 

of the department.

Cost of collection

9.6.7' Expenditure on cost of collection of State ex­

cise includes expenditure on superintendence a n d  dis­

trict executive establishment. The district executive 

establishment accounts for the major share of expen­

diture (Table IX .10). During 1965-66 to 1976-77 the 

total cost of collection went up by'about 50 per cent. 

However, the cost of collection as percentage of total 

excise revenue decreased from 1*+.7 in 1'965-66 to 12.1 

in 1976-77 (Table IX .11). The cost of collection of 

State excise includes the expenditure on vigilance and 

enforcement for checking the manufacture and consumption 

of illicit liquor also. This fact explains the cost 

exceeding 10 per cent of the tax yield. However, our 

calculations show that the collection cost per Rs.100 

of revenue from excise is higher in Assam than in most
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other states excluding prohibit ion states like Gujarat 

and Tamil Nadu. In Bihar, it is only 3 s . and in V/est

TABLE IX.10

Expenditure on Collection of State Excise Duty 

__________________ ;__________________________________ '(fr. lakh)

Year
Total

expenditure
Expenditure 
on superin­
tendence

Expenditure on 
district execu­
tive establishme:

1 970-71 39.71 2.11 37.60

1971-72 ^3-96 1 .96 *+2.00

1972-73 38.36 1.90 3 6 A 6

1973-7^ *+0.28 1 .90 38.38

Source: Government of India
Auditor and Comptroller - 
General, Combined Fin­
ance and Revenue Accounts 
of Central and State 
Governments.

Bengal te.6.7 (Table IX. 12).

Evasion

9 .6 .8  It is surmised that there is considerable amount 

of evasion of excise duty. But due to the lack of the 

necessary data, it is difficult to make an accurate 

estimate of the amount of evasion. The growing number 

of excise cases throws some light on the magnitude of 

v/  illicit manufacture (Table IX .13), which is the major 

channel or cause of evasion. In the absence of data
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on the quantity involved in each case, the loss of rev­

enue to the exchequer cannot be detarmined. There is

TA3LE IX. 11 

Cost of collection of State Bxcise Duty

Cost of collection as 
Cost of collection per cent of State ex-

Year (Rs. lakh) cise revenue

1965-66 31 .66 1*+.66
1 970-71 39.71 15.27

1971-72 ^3.96 17.21

1972-73 38.36 17.93

1973-7^ if0.28 1 .18

197^-75 31 -97 11 .58

1975-76 b3 .01 1^.58

1976-77 1*6.71 12 .10

Source: bame as for table IX .8.

no doubt that a considerable amount of revenue is lost 

in this process.

System of penalties and prosecutions

9 .6 .9  Any one violating the Excise Act can be impri­

soned for a maximum period of 2 yoars and fined and the 

defaulter will be liable to imprisonment for a. maximum 

period of one year in addition. Any person violating 

the rules regarding production, distribution and con­

sumption of tari or pachwai will be liable to imprisonment 

for a maximum period of 6 months or fine or both.
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9 . 6.10  In practice, the enforcement machinery has been 

very stiff in Assam. In paragraph 9.6.9 it has been

TABLS IX.. 1 d.

Cost of Collection of State ^icise Duties 

in Different States

1 970-71 _______1975-76___________
State Cost of Collect State Cost of Collec-
excise coilec- ion cost excise collec- tion cost

(Rs. lakh) tion per Rs.100 (Px.lakh) tion per Rs.1 00
State (3s. lakh)of state (Rs. lakh) of State

excise excise re­
revenue venue (Rs.)

Andhra Pradesh 35^7 2i+>+ 6.88 759*+ +̂27 5.62

Assam 260 ko 15.38 295 *+3 1^.58

Bihar 1188 67 5.6*+ 2589 10*+ *+.02
Gujarat 93 21 22.58 126 25 1 9 .8*+

Jammu & Kashmir 215 35 16.28 66*+ 100 15.06
Karnataka 1972 11+0 7.10 5201 309 5*9^

Kerala 1001 66 6.59 21 5̂ + 132 6.13

Madhya Pradesh 1598 8i+ 5.26 35VI 310 8.75

Maharashtra 682 73 10.70 3^91 95 2.72
Orissa i+25 ^3 10.1 2 613 81 13.21

Punjab & Harayana3l67 29 17.37 6656 67 1 .01
Rajasthan 877 128 1*+.60 195^ 299 15.30

Tamil Nadu 1>+0 l+ 2.86 310 ^9 15.81

Uttar Pradesh 2M+3 53 2.17 *+878 99 2.03

West Bengal 1708 110 6 .M+ 2655 179 6.7^

Source, Same as for table 1}

noted that more and more cases have been detected by the
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enforcement machinery and cases have been instituted 

against tne defaulters.

TABLE IX. 13

Humber of Sxcise Case s Detected

1972-73 1975-76 1976-77

District
Opium Other 
cases cases

Total Op ram 
cases

Other Total 
cases

Opi
cas

urn Other Total 
es cases

Sibsagar 20 3279 3299 13 203m- 20^7 - - i+090

Cachar - 121 0 1210 1 1236 1237 - - 1721

Mikir and 1 
N.C. Hills

350 351 ' 10 69^ 7Ck - - 760

Darrang 16 2621 2637 16 3702 3718 - - ' ^537

Nowgong 8 705 713 9 1731 1 7I+O - - 2 535
Dibrugarh 68 5221 5289 1+2 63*4-2 63 8*+ - - 51+86
Lakhimpur 10 520 530 16 571 58 7 - - 768

Goalpara - 830 830 - 973 973 - - 1383

Kamrup 18 823 81+1 12. 2662 267*+ - - 351*+

TOTAL 1M-1 15559 15700 119 1 991+5 ;2006*+ - - 21+59*+

Source; Same as for t-able IX .8

7. Reforms Recommended

9 .7.1 We have noted that the licence fee for selling 

country spirit is collected through auction or tender 

system. However, the tender system has a destabilising 

effect and because under this system the vendor cannot 

take a long-term view^he does not have an incentive to 

build up and run the shop's) on healthy grounds. Besides



this, there is a strong suspicion tlvit the shopkeepers 

might overbid and maifc up the loss through unfair 

thods. Contrary to this, it has also bo;n noted that 

sometimes the prospective lieone :js practice collusion 

among themeelves and depress the licence foe. Keeping 

these factors in view, we recommend that the licence 

fee should be fixed by the Govern.":: nt itself. On the 

basis of the past sales of tn-; different shops, they 

may he grouped into four or five categories. Differ­

ent levels of licence fee may be prescribed by the 

Government for above categories. The fees may be 

revised after every five years, if necessary.

9 .7 .2  The rates of excise duty are lower in Assam 

than the rates prevailing in the neighbouring States.

We feel that there is scope for a 25 per cent rise in 

the rates applicable to all categories of intoxicants. 

This will also curtail the consumption of intoxicants.

9 .7 .3  The retail price of foreign liquor could also 

be controlled by the Government. This would ensure 

that the price plus tax is not unduly high so as to 

give encouragement to the consumption of illicit liquor. 

However, only an effective check on the manufacture of 

illicit liquor can solve the problem of illicit consum­

ption.
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X. ' J . a

1 •• .i/rexession :;ax

1C.1.1 ' he profess ion lax  i s  a C'.tais t-<-x l e v ied  on
indiv iduals  and ' indu undivided fa. i l l  .a on th e ir  gjiyoss 
income eprnad during tne previous "year froT: professions, 
\raues, ca l l in g s  or employment. : ii„ orrjecii' ' ., seems to
be to  tax particularly those assessees xhio v»ould net 
otnerwise psy a tax on their income, though others who 
pay the individual income tax aie  a lso  l i a b le  to pay 
this tax. Article 276 of the Constitution of India 

protects this levy from, becoming invalid on the ground 

that it relates of a taxon income. In the initial years 

after the adoption of the Constitution, it was provided 

that the total tax payable by any person v/ould not exceed 

Hs.50 in any financial year, but this was subsequently 

revised upward to Rs.250 in 1954.

10.1.2 The profession tax was introduced in /ssam in 

1947. It is levied on'the basis of the slab system.

r;wo categories of assessees who are exempt are members 

of the armed forces and co-operative societies regis­

tered or deemed to be registered under the / ssam Co­

operative Societies /c t s 1949. Concessional treatment 

is given to Hindu undivided families.

Revenue signi ficance

10.1.3 Revenue from the profession tax increased five 

fold from Rs.11 lakh in 1960-61 to Rs.60 lakh in 1976-77. 

Per capita tax burden has gone up from 9 paise in 

1960-61 to 31 paise in 1975-76. ^he tax, however, acc­

ounts for only 0.9 per cent of the State tax revenue.
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Although the revenue significance of this tax is low, 

it has high potential for reaching those sections of 

the population, especially in the urban areas, who do 

not pay the income tax, in fact, the tax is of impor­

tance in the tax system of Assam than in other States 

where it contributes an even lower percentage of the 

State tax revenue (Table X .1 ) .

TABLE X.1 

Relative Importance of Profession 

Tax in Selected States

Revenue from profession tax 
As proportion As proportion Per capita 
of State tax of State dom- burden

State
revenue
(1975-76)

estic product 
(1975-76)

(1975-76)
(Rs.)

Assam 0.90 0 . 01+ 0.31

Haryana 0 .1+5 0 . 03^ 0 .1+8

Kerala 0.03 Neg. 0.02
Madhya Pradesh 0.65 0 .01+ 0.33

Maharashtra 2.35 0.18 2 .1+9
Uttar Pradesh 0.1 if 0.01 0.06

1 / 197^-75.

Rate structure

10.1.1+ The rate ranges between Rs.2l+ and Rs.250 for in­

dividuals and between Rs.l+0 and Rs.250 for Hindu undivided 

families. These rates are substantially lower in Assam 

than in certain other States such as Haryana, Madhya 

Pradesh and Maharashtra (Tables X .2 to X .5 ) . A compar­

ison of the incidence of this tax, calculated as amount 

of the tax as per cent of the upper limit of the income
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TAB IS X .2 

Hates of Profession Tax in Assam

A. In the case of every person other than a Hindu un­
divided or .joint family5-

where the gross annual income Amount As per
of tax cent 

(Rs.) of the 
upper 
limit 
of the

______________________________________________________________ bracket

does not exceed BsA,000 Nil Nil

exceeds Rs.1+,000 but does not exceed Rs o 6 5 000 2b 0.1+0
r 6,000 - w ' ' 'CdU- 10,000 b0 0 .1+0
IT 10,000 H IT 15,000 60 0.1+0
!l 15,000 II (1 20,000 85 0 .1+3
II 20,000 17 11 25,000 120 0.1+8
11 25,000 1! U 30,000 175 0.58
11 30,000 IT 35,000 230 0,66
II .35,ooo If II 250

B. In the case of every Hindu undivided or joint familys

where the gross annual income Amount As per 
cent 
of the
upper 
limit 
of the

does n»t exceed Rs.6,000 Nil Nil ’
exceeds Rs.6,000 but does not exceed Rs.1 0,000 1+0 0 ,1+0

" 10,000 *f " 15,000 60 0A 0
" 15,000 " " 20,000 85 0.1+3
" 20,000 " " 25,000 120 O.ij-8

" 25,000 11 " 30,000 175 O.ys

" 30,000 " " 3 5 ,ooo 230 0.66

" 35,000 n " ..........250
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L ABLL J\..3 

Rates of Profession Tax in Haryana

’ (Rs.)

iJOSS annual inc ome

Amount of tax
(Rs.)

As per 
upper . 
brac^c

0 - 6,000 M l rlil

6,001 - 8,500 120 1 A 1

oip\

00 - 13,500 150 1 . 1 1

13,501 - 25,000 200 0.80

Above 25,000 250

TABLE X.b

Races of Profession Tax in Madhya Praaesli 

____________________________________________ __________ (Pi..)

' Amount of uax As per cent of
(Rs.) the upper limit

Gross annual income of the bracket

if, 201 - 7,500 28 o.37

7,501 - ■10,000 50 0.50

10,001 - 15,000 75 0.50

15,001 - 20,000 125 ' 0.63

20,001 - 25,000 150 0.60

25,001 - 30,000 200 0.67

30,001 and above 250
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bracket, also indicates that it is lower in Assam at

comparable income levels.

TAiBLii A . 5
Rates of Profession Tax in Maharashtra 

(Salary and wage earners only)

As per cent of 
Amount of tax the upper limit

Grats annual income slab w n  ' o f  the I

less  than Fs. f̂,800 N i l i’-al
if, 801 - 6,000 2k o.i+o

6,001 - 7,200 kQ 0.6  7
7,201 - 9,600 72 0.75

9,601 - 1 2 ,o00 96 0.80
12,001 - 1^,lf00 132 0.92
1*f,lf01 - 18,000 180 1 .00
18,000 and above 2k0

For other categories such as self-employed 
and organisations, fixed rates are specified.

Exemption limit

10 .1 .5  Table X .6  gives the exemption levels in Assam 

and the 3 other States considered. It is seen that for 

individuals Assam has the lowest limit.

The method of assessment

1 0 . 1 . 6  Every person liable to pay the tax has to sub­

mit to the assessing authority a return in the pres­

cribed form within 60 days of the commencement of the 

financial year. Failure to do so empowers the assessing
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authority to serve notice requiring him to furnish the 

return within a given time. However, if the pdrson 

offers to pay the highest r-vce specified in the sch­

edule, he is not required to submit ary return or 

produce any evidence. While salaried people are not 

called to the office of the superintendent of taxes, 

others are called * People engaged in trade are ass­

essed to this tax alongwith their sales tax assess­

ments .

TABLE X .6  

Exemption Levels for Profession Tax 

___________________________________________ _____________(Rs.)

State Individual Hindu undivided family

Assam 1+000 6000

Haryana 6000 -

Madhya Pradesh 1+200 6000

Maharashtra 1+800 -

10.1.7  If the assessment officer is not satisfied with

the return, he can issue a notice to the assessee to

attend in person or produce evidence in support of the

return. On failure to produce such evidence.or even sub­
officer can

mit the return when liable to tax, the assessment/assess on



his own. Any assessee aggrieved by an assessment may 

appeal to tne assistant commissioner of taxes (Appeals) 

against such an order. The appellate authority could 

confirm, reduce,, annul or enhance the assessment or set 

asi^e the assessment and order a fresh assessment.

10.1.8  The cases of revision can be initiated by the 

commissioner of taxes, if he considers that any order 

passed by any officer other than himself is erroneous 

in so far as it is prejudicial to the interests of rev­

enue. The revision could lead to an enhancement, modi­

fication or cancellation of the assessment with direct­

ions for a fresh assessment.

10.1.9  The tax payable by a person in the employment 

of any Government, local authority, company, firm or 

other associations of persons is deductible at source.

After deducting the tax at source, the employer has to 

furnish the return to the superintendent of taxes concerned.

Trends in assessment .

Number of assessees, tax assessed and tax collected 

1-0.1.10. The total number of assessees has grown 

at an average annual rate of 9 per cent during 1960-61 
to 1976-77, increasing from 18,511 to 79,715 (Table X .7 ).

Out of 79,579 assessees in 1975*76, about 80 per cent were 

in trie income group upto P3.10 , 000 , an d  more than 9 2  per 

cent in the income groups upto Rs.30,000 (Table X .8). Of 

the total collection of Rs.53.79 lakh in the State in 

1975~76, the largest share (Rs.21,71 lakh or *4-0 . per cent) 

was contributed by income earners having annual income less 

than Rs.10,000, followed by income earners having income
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between Rs.10,001 and Rs.30,000 (38.3 per cent) and then 

by those having income between Rs.30,001 and Rs.50,000 

(19.1 per cent). Income earners above Rs.50,000 contri 

buted 2.2 per cent of the tax revenue. Thus, the bulk

TABLE X.7

Number of Assessees under Profession Tax

Year Number of assessees

1960-61 1 8 , 511
1961-62 20 ,91+8
1962-63 22,772
1963 - 6*4- 22,887

196^-65 23 ,if68

1965-66 29 ,^68
1966-67 31 ,132

1967-68 31 ,393

1968-69 31+,!+l8

1969-70 32 ,*4-00

1970-71 37,193
1971-72 39,589
1972-73 M4-,630

1973-7*f if 6,9^8

197I+-75 . 68,909
1975-76 79,579

1976-77 79,715

Compound growth rate 
(per cent per annum) 
during 1960-61 - 1976-77 8.98

Source: Same a» for table IV,8.
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of the tax, (more than 78 per cent) is paid, by those 

with incomes not exceeding Rs.30,000. As income incre-

A  . 6

Collection of Profession Tax according 

to Range of Income 
(1975-76) ' '

Income slab Number of Amount collected
(Rs.) Assessees (Rs. lakh)

Upto 10,000 57,^71 21 .71 
(*+0.36)

10,001 - 30,000 17 ,1 5 0 20.58
(38.26)

30,001 - 50,000 if ,1+78 10.30
(19.15)

'O
l 0 0 0 and above 1+80 1 .20 
C 2 . 2 3 )

TOTAL 79,579 ,53.79

Figures within parentheses v Sottrces Same as for 
indicate percentages of total. table IV.8.

ases, the proportion of the number of assessees and of 

the tax paid falls .

10.1.11 Break up of the number of assessees according 

to different professions and employment is not available 

for the State as a whole. Some data have been obtained 

from Dhubri, Goalpara and Mangaldoi units and these throw 

some light on the distribution of assessees according 

to trade and employment (Table X .9 to X .11 ). The number 

of assessees in the employment sector exceeds those in 

the trade and other sectors in the recent years. In fact,
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with the system of tax deduction at source by the em­

ployers, the number of assessees has gone up, parti­

cularly in the later years. On the other hand, the 

coverage of assessees in the tr-::o.e sector depends ma­

inly on the efficiency of the tax machinery, which in 

turn depends upon the results of the survey conducted 

by the Taxation Department for collecting, information 

about different occupations in the unorganised sector.

The number of assessees from tra.e sector has gone up 

in places where efficient surveys were conducted. Thus, 

assessees from the trade sector form more than 70 per 

cent of the assessees in the Mangaldoi unit where an 

intensive survey was conducted.

10.1.12 Tax assessed and collected have no definite 

relationship with each other. In some years, tax ass­

essed exceeds tax collected, while in some other tax 

collected exceeds tax assessed.

Assessment cases

10.1.13 The number of pending assessment cases has been 

increasing steadily since 1960-61 (Table X .12 ), though 

from time to time there has been a fall. This is because 

the cases added every year have in most years exceeded 

the cases disposed of.

Growth in arrears

10.1 .1 *+ Over the years, arrears have more than doubled, 

from Rs,5 lakh in 1967-68 to Rs.13 lakh in 1976-775 as 

proportion of revenue from the profession tax, arrears 

are still very significant, even though the proportion 

has declined from 26.3 P^r cent in 1967-68 to 21,7 per 

cent in 1976-77 (Table X.13)* Assuming a level of 10 

per cent to be normal, the magnitude of .arrears is very 

large and needs to be reduced. The task of reducing the
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Total

TABLK

Tax Assessed and Co.

X . 9 

llected y/** j', cilAVA ilumber of

Assessees according to Professions

(Dhubri -unit)

Year

Number of assessees T ax Tax 
id c0llec­

ted (Fs 0)
Trades Employ­

ments
Calling s Total —  

(Rs.)

1960-61 515 110 7 632 53,79+ *+*+,037
1961-62 518 129 7 65*+ *+7,868 *+5,628

1962-63 535 181 8 72*+ 51 ,83*+ 50,621

1963-6*+ 550 22 7 8 785 81 ,*+60 62,775

196*+- 65 562 *+28 7 997 75 ,7^ 69,308

1965-66 560 580 7 11 *+7 1 ,60,217 59 ,*+13

1966-67 56̂ f 625 6 1195 80,*+77 78,176

1967-68 56*+ 799 6 1369 1 ,69,560 vQ 00

1968-69 *+95 1070 7 1572 2,29,696 79,600

1969-70 5*+7 680 18 1235 *+2,269 ^0,637

1970-71 5*+o 701 16 1257 *f0,*+67 38,066

1971-72 5*+7 700 15 1262 96,601 5*+, 06^

1972-73 560 713 13 1286 95,820 63 ,*+18

1973-7*+ 56*+ 731 15 1310 1 ,19,912 79,180

197^-75 561 750 19 1330 99,31^ 63 , 820

1975-76 600 778 17 1395 1,51,157 1, VI ,277
1976-77 610 880 20 1510 1 ,27,916 1 ,10 ,91+9

Source: Office of the 
superintendent 
of taxes, Dhubri 
unit (Assam).
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TABLE A .10

Number of Assessees, Tax Assessed and Tax Collected

under Profession Tax 

(Goalpara unit)

Year

Number

Profession

of as 

Trade

sessees

Employment Total

Tax 
asse­
ssed 
(Rs.)

Tax
collec­
ted

(Rs.)

1960-61 _ 130 90 220 11 5-5 12219
1961-62 - 1 50 1 o0 250 1 3 ^ + 11+21+5
1962-63 - 160 110 270 1 69*4-2 17836

1963 - 6*+ - 180 110 290 18500 1935°

196*+-65 - 180 120 300 2063° 25*4-20

1965~ 66 - 195 115 310 33286 29*4-71

1966-67 - 200 135 335 28598 27559

1967-68 - 210 150 360 10810 23709

1968-69 - 2*+0 170 *+10 20510 25217

1969-70 - 250 200 *+50 1958*+ 31505

1970-71 - 260 230 *+90 32553 3*4-660

1971-72 - 275 250 525 2921+5 551+0

1972-73 - 280 295 575 30*+l 8 51+O68

1973-7*4- 315 *+08 723 39862 600*+!+

197*4-75 - 365 605 970 553*4-5 5*4-85*4-

1975-76 T *+30 838 1268 56688 50*+77

1976-77 — *+90 1*+11 1901 70792 62509

Source: Office of the superin­
tendent of taxes, 
Goalpara unit, (Assam)
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Assessment and Collection under Profession Tax

(Mangaldoi unit)
(Rs.)

TABLE X.11

Number of assessees Tax assessed Tax collected

Year îv-do Employ- Total Trade Employ- Total Trade Employ- Total
iiient ment ment

1960-61 550
(77-36)

1 01 
(22.6*+)

711 m -,560 
(7 1 l08)

5900
(28.92)

201+00 20,270 
.(77 A 6 )

5900
<22.5*0

26,170

1965” 66 600
(72.73)

225
(27.27)

825 21 ,312 
(73.11 )

78 -̂0
(26.89)

291 52 26,676
(77.29)

78̂ +0 
( 22 .7 1 )

3^,516

1970-71 813
(75.28)

26 7 
(21+.7?)

1080 39,990
(76.20)

121+90
(23.80)

521+80 37,^96 121+90 
(75^01) (21+.99)

^9,986

1975-76 1069
(73.02)

395
(26 .98)

1^6*+ 51 M o
(71 .1*+)

20870
(28.86)

7231 0 20870 1 
(20 .71+)

,00,633

1976-77 1128 
(7 2 .3 i )

>+32
(2 7 . 6?)

1560 6^,316 
(69.3^)

28M+0
(3 0 .66)

92756 28^+0 1 
(23.70)

,20,025

Figures within parentheses indicate percentages Source; Office of the superin- 
of total. tendent of taxes,

Mangaldoi unit 
(Assam)*



Trends in Institution> Disposal and Pending of 

the Assessment Gases under Profession Tax

Number of Number of Number of Number of
cases pen- cased added cases dis- cases pen­
ding at the during the posed of ding at the
beginning year during the end of the
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TABLE X.1 2

Year of the year year year

1966-67 6059 3^579 3109^ 1 0W +

1967-68 1 0W + 1+0587 3^868 16163

1968-69 16163 37327 3181+6 2161+1+

1969-70 21 6M+ 52218 311^9 1+2713

1970-71 *+2713 3931^ 32233 1+9791+

1971-72 1+979!+ 29593 53^07 25980

1972-73 2598O 1+61+58 1+1927 30511

1973-7V 30511 1+8382 1+3 066 35827

197I+-75 35827 67835 59622 1+1+01+0

1975-76 M+01+0 7599^ 81+058 35976

Source; Same as for table IV .8.
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magnitude of arrears does not seem to be problematio. 

a.q of 1974-759 there were nc arrears ^ases with the High 

^ourt or Supreme ^curt under revision, or under the ass­

istant commissioner of taxes. Of the total arrears of 

s.11 lakh in 1974-75, Rs.8  lakh (72.7 per cent) were with 

the superintendent of taxes and Fs.̂  lakh (27.3 per -ient) 

with the lakijai officers. Speeding up of collections 

depends entirely on the will and efficiency of the ' ■ 

administrator.

TABLE X .13 

Growth in Arrears

Year
Arrears 

(Fs. lakh)
Arrears as per cent of rev­
enue from profession tax

1967-68 5 26.3

1968-69 6 28. 6

1969-70 7 30.4

1970-71 8 36.4

1971-72 9 33.3

1972-73 10 34.5

1973-74 11 30. 6

1974-75 12 ' 33.3

1975-76 12 22.2

1976-77 13 21.7

Source: Same as for table IV .8,

Problem of evasion

10.1.15 We have pointed out in the preceding section 

that the tax is efficiently collected from the salary 

and wage earners in the organised sector. The coverage 

of, and collection of tax from persons in self-employ­

ment or those engaged in t^ade and commerce is, however, 

a stupendous task. Not only are the prospective assess-
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ees' scattered over a large area but also the assessment 

of small traders etc., is extremely difficult. The 

liberal attitude of the Taxation 7Depa_’tment also leads 

to a low degree cf tax compliance. The information 

relating to cases detected, prosecutions initiated, 

penalty imposed and collection made reveals that till 

recently the department detected onl;r a few cases and 

generally no prosecution was initiated.

Ref-- :n recommended

10.1.16 We have noticed that while it is relatively easy 

to collect profession tax from salaried employees through 

the method of deduction at source, it is, indeed, extremely 

difficult to bring under charge and assess numerous self­

employed professionals and traders excepting those who 

are already subject to rales tax. As the small non­

salaried assessees are scattered over a wide area and 

the amount to be collected from each of them also tends 

to be small, it would not be worthwhile to build up an 

elaborate tax collecting machinery for the purpose of 

accurately assessing the gross incomes of these numerous 

assessees. We feel that profession tax assessees should 

be divided into salaried and non-salaried assessees and 

different methods of taxing them should be employed; 

salaried assessees could be taxed according to a schedule 

of rates applicable to different slabs of income but the 

other category of assessees should be required to pay 

only lump sum taxes, the amounts being determined on 

the basis of certain well defined criteria which indi­

cate earning capacity.
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10.1.17 As ■r‘p.r as salaried persons •' s concerned, we 

feel that there is no justification -for giving prefe­

rential treatment to earning members of Hindu  undivided 

families. We recommend a single rate schedule for all 

salary and  wage earners. The existing -rate schedule 

applicable to individuals may be adopted. However, 

as a measure cf relief to the small man and in order 

to "take the overall task of adninistration more mana­

geable, we recommend that the exemption level be raised 

to Rs. 6,000. Correspondingly, the lowest ’'ate r f tax 

would become Rs. 40. The exemption limit relates to the 

salaried persons only.

10.1.1R As r'ar as persons practising various professions 

or engaged in trade and commerce, instead of applying 

a rate schedule according to levels op assessed gross 

income, luirro sum payments should be prescribed for various 

categories of assessees differentiated in each case 

according to certain criteria, such as, the number of 

years of sta.nd.ing, the nlrce in which a profession is 

practised, the number of workers employed, etc. To be 

specific, as far as the dealers under the Sales Tax Act 

a~e concerned, only those dealers would be paying this 

tax who are taxable under the Sales Trx Act. As par as 

others are concerned, they will have to pay the compounded 

annual levy. Along the lines of the Maharashtra pro­

fession tax of this nature, we have drawn up schedule of 

payments for different categories of assessees which could 

be considered for adoption in Assam (Annexure X. 1 tc the 

chapter). It may be added that the success of the pro­

posed scheme will depend on the efficiency of the tax 

administration in bringing within the tax net potential 

tax ' payers through the organisation of periodic 

surveys of different occupational groups in the State.

Once a person is charged to tax, he should be provided 

with a code number and it should be made obligatory for 

him to inform the Taxation Department of any change in 

his profession.
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10 . 1 . 1 9  We have seen that the magnitude of arrears cf 

this tax is large. Alt hr-ugh arrears as a proportion of 

collection have tended to fall., the clearing of exisx- 

ing arrears should not be treated ns a matter o r rela­

tively little importance. As there are nr arrear cases 

pending with the courts or the appellate authority, there 

is no justification for not reducing them. If necessary, 

additional superintendents of taxes (Recovery) should 

be appointed to liquidate the arrears of this as well 

as of other taxes.

2. Entertainment Tax

10.2.1 The entertainment tax is called amusement and 

betting tax in Assam and was introduced in 1939. It 

comprises entertainment tax proper on the cost rf tickets 

for admission to places of entertainment and show tax, 

which is an additional tax on cinema,. The basis of the 

show tax is the total payment received by the cinema 

owner excluding the entertainment tax payable, and is 

levied as a. percentage cf such payments. In addition

of these, there are the totalisater tax and the betting 

tax. A totalisator tax is levied on the total amount 

paid as stakes or bets and is collected from the brokers. 

Similarly a betting tax is levied on the total receipt 

of the licence holder in horse races. However, the 

betting on horses does not exist ncw-a-days, so there 

is no collection from this tax.

Revenue significance

10.2.2 The yield of this tax constituted only 2.3 

per cent of total State tax revenue in 1960-61 and 3

per cent in 1976-77. Thus, the relative importance of this



- 301 -

tax in Assam is much less f-v'nn in a State like Tamil

Nadu where it brings in 6 T>er cent nf total revenue frcm 

I t r t o  taxes. The yielrl this tax increased at a 

compound rate rf nearly 15 per cent between 196°-61 and 

1976-77, howevnr, the inccmc elasticity works out to 

slightly less than unity. Thus, not only i s  this tax 

not very important in revenue terms but i t s  growth has 

also barely kept with the growth of S t a t u  income.

-late structure

10.2.3 The rates o f  entertainment tax, show tax and 

other taxes under this category arc given in table X .14 
for the period from 1960-61 to 1976-77. The existing 

reto o f  en+ertainment tax is 4° per cent for an admission 

fee  o f  one rupee, 80 por cent for a fee between one 

rupee and. two rupees per person and 100 per cent for 

payment exceeding two rupees. In addition to this,

in the r ’se of cinema shows, a show tax is levied per 

show, at the rate of 10 per cent of the total value of 

tickets sold net of entertainment tax payable or Rs.10, 

whichever is less. In the case of games, sports, music 

or dramatic performances organised by a State body or 

a registered society the rate of entertainment tax is

12.5 p er c ont.

10.2 .4  The comparable rates of entertainment and show 

taxes in the neighbouring States are given in the tables 

X .15 and X .16. The rate of entertainment tax is the 

highest in Bihar among the States considered; it is

110 per cent irrespective of the rate of payment for 

an entertainment. Besides the basic rates of the tax, 

a system of surcharge and additional surcharge rf fixed 

amounts prevails in Orissa and West Bengal. In general,
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Rate Structure of Entertainment Tax in Assam
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1960-61 to 
1964-65

1965-66 to 
1969-70

1970-71 to 

1977-7B

(a) In case of games, 
sports, musis or 
dramatic per .for­
ma m o  organised by 
p. Stnt_' hody (or any 
other 00 dy affiliated  
to i t ) ,  which is 
either registersd 
under the Societies 
Registration Act, 
i960, or affiliated 
to an all-India body 
constituted for  ̂ , 
similar purpose—/

(t>) In other cases, where, 
the payment exclu­
ding the amount of 

. tax

i) is less than 
Re. 1

ii) Re. 1 or more
but less than Rs. 2

12.5 per cent 12.5 per cent 12.5 per cent

iii) Rs.2 or more

(c) In case of cine­
matograph exhibi­
tion in addition
to the entertainment 
tax mentioned at
(b) ( i ) ,  (i i )  and
(ii i )  above

(d) Admission to race 
course

( e) Totalisator tax

(f) Betting tax

25 per cent 25 per cent 40 per cent

37.5 per cent 50 per cent 80 per cent

50 per cent 60 per cent 100 per cent

10 per cent 
or Rs. 5 which 
ever ie less

5 per cent 

10 per cent

10 per cent 10 per cent 
or Rs. 10 which or Rs. 10 which 
ever ie less ever is less

37.5 per cent 37.5 per cent 

5 per cent 5 per cent 

10 per cent 10 per cent

XJ introduced in 1 963-64.
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TAXL*, •• , i l:

11 •: o ' fn ti'i i . i iiment jLft Seif c t^d^ .iaste» : ^ a t e s

In cos -' o f ci nem"< coc? cot-h:: <: uyhibit.3 o.og wYv-r(- I)v: oayi****'*:. -.-d r.-: • ; \nt‘ air-ount of tctx
^i-c-tfc I'pto ReTT .. More i-han-Re, 1 but For*-: t v*1 c . ' >.-** i-han Rs,3

t tu'ar. fts „v: lert" 1’ <3 hr t

ASSci.f- 10 per r-erit BO por -'^vit I0r- ~c- i -.'M.'V < 0<-: per ' cent

Bihar HO per cent U.Qi p*t cent • ItC po.- ciCni ilO per cent
Orissa 40 per eerie + 10 cy*' . >■ cent .+ 15 60 pe-c 15 70 p e r ' cent 4- 15 paise

paise \rurch*r'!£ ; j\ Jr<» surcharge pa ise surcharge • surcharge + 15 paise
■f 10 pa i r»e dt. ,Lc-- r 1 ;£.a ise additional + 15 pni;"re a d d it io n a l add itional surcharge 
na.l s-- rch£.rcje s u. charge surcharge

West Bengal”^ . 60 -per cent >' 10 £-;0 P!-r cent, + 10 paise 120 per cent + '10; 120 per cent + 10 paise
pa iso sure he. ige ,. so rchargei/ paise surcharge. 3/ surcharges/
('for Rs*G.«2Q to 
0i 50 -• ?0 pc •' cent 

' +  10 paise surcharge)'

Source: Me no ran da- submitted to various". Finance 
Commissions by the $tate governments, 

1/ nperQ is  additional ;:ui !"haicje on eyhib> t ion pf- coloured film s which is  (Stated below:
Imerv the pay ire hr exclv<i: nq. the ainuisnt o f ti\ic plus tuirc^rge is  • Additional surcharge

a* :.d pa 3so .or more but is  not ucre than *>0 paise ’ 25 paise-
};>, , r,l p<r, i MJ ct trorc but if-, not up r.e* than 0 50 p a ise

■ o r  store but. nor v.K>s:t;> th^r. i*. 75 p a ise
} port; than 8s« 2, 2 5 Re* l^OO

I-
2/ !ks , 1.20 s t„» Rr «1\25 

3/ Above Rs,2 .2  6
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TABLE X .16

Rates of Show Tax in Selected. Eastern States

o t a t e . Rate

Assam 10 par cent of the tot 
ion excluding the tax 
whichever is less

al payment for admias- 
payable or Rs. 1 0 or

Bihar Rs. 10 per show is charge,, at the- following 
places, (i) Patna ( i i ;  Dhanbad (iii )  Jharia 
(iv; Ranchi (v) Jamshedpur (vi) Jugsalai.

For other places Rs.5 Pier show

Orissa Show held - (i) in any local area under Mun­
icipal Corporation having a population of 
50,000 or niore

Seating capacity Rate of tax

0 - 800 Rs.10

More than 800 Rs,10 plus Be. 1 for ev­
ery additional 100 
seats or a part there 
of

(ii)in  other places

Seating capacity Rate of tax

0 - 1+00 Rs.5

More than k-00 , Rs.5 + 50 paise for 
every additional 
100 seats or part 
thereof.

West Bengal Show held in

(a) Calcutta of any noti­
fied area

Rate,of tax (per per­
son admitted)

paise

(b) In ahy Municipal area 
dther than a notified

1 paisa 
area

(c) Area not included in 
(a) or (b)

i  paisa

Source." Same as for tableIV.8,
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the rates of tax are lower in Assam,.

10 .2 .5  The show tax in Assam cannot exceed fe.10 per 

show. Depending upon the location of the cinema, the 

population of that place and seating capacity, rates 

of show tax are differentiated in the other States.

In Bihar, a rate of Rs.10 is charged in more populated 

places and Rs.5 in less populated places. In Orissa, 

in local area under a Municipal Corporation with a 

population of at least 50,000, Rs.10 is charged on a 

cinema hall of 800 seats 5 and then an additional Re. 1 
is charged for every 100 seats in excess of 800. In 

other places, Hs.5  is charged on a cinema hall of *+00 
seats a n d  an additional 50 paise is charged for every 

100 seats in excess of *+00. In West Bengal, and other 

notified areas, the rate is 1-g- paise per person admitted, 

it is 1 paisa per person in a municipal area and £ paisa 

per person in other areas. The major advantage of a 

show tax not related to the value of tickets or the

number of people admitted is that it can-not be avoided.

It also has the merit of simplicity if levied as a

lump sum tax, or made to vary with seating capacity 

only. It is seen that among the eastern States compared,

Assam has the simplest levy.

10 .2 .6  As a source of revenue, the show tax has much 

less significance than the entertainment tax. Tables 

X . 17  and a . 18 give the contributions from different 

taxes on entertainment. In the total collections from 

different types of entertainment tax'in 1965* 66 , 93 
per cent came from the entertainment tax proper a n d

7 per cent came from the show tax. The corresponding
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figures were 91 • per cent and. 6,6 per cent in 1970-71 . 
The substantial increase in  cash collections might be

TABLE * 17

Sat egory-wise Receipts frora Taxes on .̂ntortainment

for Assam (Pre-reor& anisation)

choaw a i id j

Entertainment oax

lear Stamps Cash TOTAL Show tax Betting TOJAL

1960-61 2,335
(85.97)

335 2,670 
(12 .33K98 .31)

- **6
(1 .69)

2,716

1965-66 J+120 
( 89 .7 2 )

k2 
( 0.91 )

4,1 62 
(90. 6*+)

312 
(6.79)

118
(2.57)

4,592

1970-71 7,953
(90 .66)

70
(0 .80)

8,023 
(91 A 6 )

72J+
(6.25)

25
(0.28)

8^772

Figures within parentheses Source- Same as for table 
indicate percentages of total. IV .8 .

the result of a sufficient number of stamps not being 

available.

Exemptions

1 0 ,2 ,7  Exemption upto a maximum of 25 per cent of gross 

proceeds is granted to those entertainments, which are 

held in order to raise funds for religious, charitable 

or philanthropic purpose. Farther the State government 

by notification has exempted from entertainment tax for 

dramatic performances held by amateur dramatic societies
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it ion to the abo"v e , since 26th January 19^4, a l l  

’jii-B Lii» -V i 0

non-

Category-wise Keoeipos zoom i’ox.. e on ^ntero:-.LiooG;; ;t

f o r  ileorgar.i,:-:ed Assam

.Entertainment tax
lea r Stamps Cash TOTAL fchow tax Betting. TOT a :

1960-61 ?11 6 
( 88. 09)

285 2401 - 1 
(1 1 .87)(99-96) (0.04)

2,402

1 965-66 3799
(92 . 1 0 )

35 3834 290 1 
(0.85) (92.95) (7.03) (0 . 02)

4 ,-125

1970-71 7036
(90.48)

73 7109 666 1 
(l .94-; (91.42) (8.56) (0 .0 1 )

7,776

1975-76 14569
(8 7 .20)

2138 * 16707 - - 
(1 2 .80X 100 .00)

16,707

1976-77 14933
(79.27)

3905* 18838 - - 
(20.73) (100 .00)

18,838

Figures within parentheses Source; Same as for table 
indicate percentages of total* IV .8.

♦including show tax

commissioned members of the defence services wearing 

uniform are exempted from the payment of the entertain­

ment tax. Certain ranks of personnel in defence ser­

vices not wearing uniform, while not on duty, are exem­

pted from entertainment tax on production of identity 

cards. The cinema halls owned and run by the defence 

services personnel of all ranks and their families are
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Number of Cinema

TABU. A »19 

•, Houses Per ial:h of Population

(1976-77)

— ------- --------------- - --- -------- -----------------

Kuaber of per
£> t a t e Total jtfumber of population

Andhra Pradesh 
. / 1 ,531 3 • 1
1 /

Assam-7 192 (1 3 2 ) 1.1 (0.8)

Bihar 324

Gujarat >+61 1 . 5
Haryana 107 0.9

Jammu and Kashmir 34 0.6

Karnataka 844 2.6

Kerala 84-9 3.5

Madhya Pradesh 440 0.9

Maharashtra 961 1 .7

Orissa 116 0.5

Punj ab 147 0.9
Rajastnan 210 0.7
Tamil Nadu 1 ,391 3.2

West Bengal 703 1 .4

iJttar Pradesh 629 0.7

1 /  including Mizoram Source
Figures within paren­
theses indicate res­
pectively the total 
number of cinema houses 
and number per lakh of 
population as obtained 
from Taxation Department 
Assam.

Centre .for Monito­
ring Indian economy 
(1977)* Basic Sta­
tistics Relating to
bhelndi; ■economy.
vol.2 Table 13.5
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also exempted from tax. Finally; the enter ta.inment 

for which the maximum rat >■ for admission does not 

exceed paise are fally exsmp'ced from tax.

im-gber of cinema halls

10.2.6  Cinema houses consist of permanent and temporary 

cinema halls> club cinema ana touring cinema. The total 

number has increased from 11C in 1970-71 to 132 in 

1976-77 (Table X .19 ). fhis increase in the total is 

mainly due to an increase in the number of permanent 

cinema halls, which has gone up from 90 in 1970-71 to 

112 in 1976-77 (Table X .20 ). In spite of this increase

. TABLE X.20

Number of Cinema Halls in Assam

Year
Permanent
halls

Temporary
cinema

Club 
c inema

Touring
cinema TOT a :

1970-71 91 5 5 9 110

1971-72 95 5 5 9 1 1 I+

1972-73 102 5 5 10 122

1973-7^ 102 5 k 11 122

197^-75 107 5 3 11 126

1975-76 112 5 k 11 132

1976-77 112 5 k- 11 132

Sources Same as for table IV .8.

the number of cinema halls per one lakh population is 

low in Assam as compared to many other States.
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Operations of the tax .

10 .2 .9  Strictly speaking, there is no need of making 

assessments in the case of entertainment tax. This tax 

is collected by means of entertainment tax stamps. Only 

in case of shortage of stamps 5 the proprietors have to 

make payments in cash. Thus, cash collections bring in 

only a relatively small.proportion of the total. Daily 

sales statements are prepared and are subject to ins­

pection by the tax inspectors. On the other hsnd, the 

show tax is collected only in cash. For purpose of 

this tax, monthly statements are prepared about the shows 

held and the total payment for admission received, net

of the entertainment tax. In this way, whereas the en­

tertainment tax proper is paid in advance, the show tax 

is paid afcer the shows.

10.2.10 In order to check on compliance with rales, any 

officer authorised by the State government for the pur­

pose may enter any place of entertainment at any rea­

sonable time. Any person who prevents or o.bstructs the 

entry of any officer so authorised will be, in addition 

to any other punishment, liable to conviction before a 

magistrate and to a fine not exceeding Rs.200. If the 

officer has reasons to suspect any non-compliance with 

rules he is empowered to seize any books of accounts, 

registers, admission tickets or any other document from 

any place of entertainment and retain them so long as 

may be necessary.

10.2.11 if the commissioner, in the course of any pro­

ceeding 5 is satisfied that any proprietor or any other
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person liable to pay the tax has in any way evaftea the 

liability to pay tax and/or has in any manner acted in 

contravention of or failed to comply with any of the 

rules, he may direct that such proprietor shall pay a 

penalty as indicated belows (i) in case of evasion of 

tax, a sum not exceeding twice the tax evaded or Rs.l ,0u0, 

whichever is greater in addition to the tax payable; 

and (ii) in other cases a sura not exceeding R".1 >000.

10.2.12 The current demand constitutes more than 99 per 

cent of total demand under the entertainment tax. Co­

llections out of arrears form a very small fraction for 

the simple reason that the bulk of the entertainment tax 

is charged by stamps in advance.

10.2.13 Arrears arise on account of non-payment of show 

tax, and in the case of shortage of stamps the proprie­

tors do not pay the entertainment tax in time. But these 

arrears cannot accumulate because the proprietors of 

the cinemas have to take Tax Clearance Certificates 

before they can be given the licence to operate for the 

next year.

-invasion

10.2.14 Leakages in revenue from the entertainment tax 

arise only when the entertainments are not properly and 

regularly checked. Most ofthe leakages occur in touring 

cinemas. They generally set up their camps in the 

interior areas of the districts and are difficult to 

check. In urban areas, sometimes the entertainment

tax is evaded through transfer of tickets from the ex­

empted defence personnel to the civilians. Besides 

these, the other modes of evasion consist of not issuing
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the tickets, not affixing the stomps and reporting lo- • 

wer sales figures. According to a rough estimate, 10 

per cent of revenue'ia said to be lost due to evasion.

Reforms recommended

10.2 .15 In general, the rates of the entertainment tax 

are lower for all denominations of tickets in Assam.

It is recommended that for the lowest value-  category - o'f 

tickets, v iz ..  tickets costing less than Re.l, the ex­

isting rate of *+0 per cent may be raised to 50 per cent. 

Similarly, for tickets costing Fs.2 and more, the rate 

may be raised from 100 per cent to 110 per cent. Even 

after this upward revision, the rate structure will be 

more moderate than that in many other States.

10.2 .16 As regards the show tax, it has already been indicated 

Assem’ 9 rate structure ia fairly simple in comparison

with those in the neighbouring States. There seems to 

be little justification for levying a show tax in pro­

portion to the number of persons admitted as in West 

Bengal because such a tax would not be any thing other 

than an entertainment tax of the specific variety.

If shifted, it is likely to be regressive in its incide­

nce. There may be some justification for levying the 

show tax in proporation to the size of the theatre.

However, in our view, the most reasonable and useful 

way of differentiating the rate of show tax would be 

to have a higher lump sum levy in larger towns or ci­

ties which tend to have better class theatres. We, 

therefore, recommend that within the municipal areas 

of Gauhati, Dibrugarh andTinsukia, the rate of tax: per 

show should be 10 per cent of the total payment for
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admission excluding entertainment tax proper, or Rs. 1 5> 

whichever is less. This means that the ceiling amount 

payable by the cinema houses in these three cities would 

be raised from Rs.10 to Rs. 1 5 (this, in fact, would be the 

amount payable in most cases). As regards the cinema 

houses in other places the existing rates may continue.

10.2.17 The number of cinema halls per lakh of population 

is very low in Assam (0 .8 ), Moreover, inter-district 

disparities are glaring, with Dibrugarh having the hi­

ghest number of cinema halls per lakh of population 

(0 .8 ) . As against this, North Lakhimpur has only 0.6 

per cent of population and Goalpara 0 .4 . It would app­

ear that here though the cinema is the most popular so­

urce of recreation, the number of cinema houses has not 

kept pace with the rising number of cinegoers. The 

government may wish to encourage the growth of cinema 

houses particularly in those districts which have very 

few cinema halls.

10.2.18 Since the bulk of the entertainment tax is co­

llected through the sale of stamps, one of the important 

pre-requisites for ensuring collections is to arrange 

for an adequate supply of stamps of different denomi­

nations at all the outlets for the sale of such stamps.

It has been represented to us that adequate supplies of 

stamps are not always made available. This situation 

leads to the payment of the tax in cash on the basis of 

accounts purporting to show the amount of admission fee 

collected from different shows. There is considerable 

scope for under-reporting of admission fee and this is 

an important loophole for evasion. One of the primary
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t'iskJ f o r  the Taxation Department which we hope would, 
oe sjrar^tLened according to the r e c o n x a e c i o n s  that 
we are making elsewhere in th is  report ,  would be to not 
only arrange f o r  the prin t ing o f  an adequate number o f  
stamps but also  to ensure that these are promptly supp­

l i e d  to the d i f f e r e n t  d i s t r i c t  out lets  according to 
requirements.

1 0 .2.19  £ven when an adequate number o f  stamps o f  diff­

erent denominations have been supplied to cinema ovmers, 
there could, of course, be evasion through the sale of 

tickets without stamps. To check such a method of ev­

asion, it is necessary to have a strict inspection 

system. As under the present arrangement, there is no 

specialisation of work in relation to particular taxes, 

and the same officer has to look after the administration 

of several taxes, it is natural that less than adequate 

attention should be paid to  what is often regarded as

a minor tax as compared to major taxes like the sales 

tax. Given the pre-occupations o f  the officers with 

the assessment and administration o f  the sales taxes s 

the passengers and goods tax, etc., it may be said that 

there is dearth of personnel needed for properly inspe­

cting cinema houses on a regular basis to check mal­

practices. The recommendation that we are making else­

where in the Report (in the Chapter on Organisation for 

Tax Administration) regarding functional specialisation 

of officials would help improve the administration of 

each of the taxes under the jurisdiction of the depar­

tment including the entertainment tax.

10.2.20 Although there is provision under the law for 

inspection by the inspector of taxes of the premises of



cinema houses sna penalty in case of malpractice,

vie have not be^n able to f ind  instances o f  in s t i tu t io n  
o f  cases aga'inst a^f.-ala -;rs in r e la t ion  to those taxes. 
This is  a matter l o r  the comai;: sion^a o f  taxes to be 
asked to enquire into and reporr, on tc  the Gcirerraient.
The l icences f o r  building the cinema houses -re  given 
by the d i s t r i c t  administrat ion> the l a t t e r  should take 

care o f  tne in t e r - d i s t r i c t  d is t r ibu t ion  o f  cinema h a l ls .  
Incentives in the form o f  cheaper c red i t  on l i b e r a l  
terms should be given in order to encourage investment 

in this field. This would not only help increase the 

revenue to the exchequer, but it will also help attain 

extra-revenue objectives.

10.2.21 This is also required to bring some amount of 

revenue from ocher sources of entertainment such as 

sports, games, musical performances, etc. There is no 

justification for the other sources of entertainment 

to go tax free.

3. -Electricity Duty ■

10.3.1 The State government is empowered to levy a 

duty on the sale or consumption of electrical energy 

in the State. This duty was introduced in Assam in 

1964 under the Assam -Electricity Duty Act, 1 964. The duty 

is payable to the State government (i) by a consumer 

receiving electricity from the State .Electricity Board,

(ii) by a iicencee generating energy or procuring energy 

in bulk from the Boardy and (iii) by a person generating 

electricity for his own use.
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Revenue significance

10 . 3 . 2  i’he yield frcn this tax incr^as.jd from  !v:. 1 1 

in 1964-65 to Rs.4-6 lakh in 1975-76. yielding; an bi ';r. 

compound, growth of 15*7 per cent Iv.ri-.ig 1965-66 ~ '> 9 

(Table iC.21 ) . The growth rate was higher than in oh

TA3L3 £.21 

Relative Importance of i.Ieetricity

in different State,;

Revenue from electricity

State

as a proportion 
of State tax 
revenue

as a propor- Compound 
tion of State growth rate 
income per annum

(1963-6^ to 
1975-76)

Andhra Pradesh 0.02 Neg.
O /

Assam 0.70 °*°3. , 1 5-72^,
Bihar *+•59 0 .181/ 1 3 .M +^
Gujarat ^.99 0.3617 1 3 .^ 1 ^

1 8 . 07Haryana If .01 0.25
JaarTiU and Kashmir 1 .86 0.07 6.^2
Karnataka 2.95 ° .2 7 i /

0 .17^
13 .96 ,/
11 .23^Kerala 2.15

Madhya Pradesh 3 .28 0.20 15.90

Maharashtra b.75 0.37 11 .96
Orissa 9.8 5 °*361 /  

O .22J/
16.07) . 

1 1 . 3 ^Punjab 3.59
Rajasthan 1 .1+8 0.06— 1 8 .28^
Tamil Nadu 0.32 0.03 -7.37
Uttar ^radesh 2.78 0. 15 21 .89
West Bengal b.53 0.25 . 6.28

1 /  197^-75

2/ 1965-66 to 1975-76

y  1 963 - 6^ to 1975-76 

b /  1967-68 to 197^-75.

neighbouring States of Bihar (13 A  per cent) and West 

Bengal (6 .3 per cent), but lower than in Orissa (16.1
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per cant). In terms of its contribution to the State 

tax revenue, electricity duty contributed 2 .7  per cent 

m  Assam, as compared to 4 .9  per cent in West Bengal.,

2 .5  per ce^t in Bihsr and 1.9 per cent in Orissa. As 

we have seen in chapter II , the electricity duty has . 

been fairly elastic in Assam, though in several other 

States,this tax has exhibited substantially higher 

elasticities.

Hate structure

10.3.3 There is on© general rate, common to all cate-

TA3LE X.22

Rates of Electricity Duty Applicable to Different 

Categories of Consumers in Assam since 1971-72

_________;______________________________________ (paise per unit)

Category of consumption

A. Domestic

Domestic heat and small power 3
Domestic lights and fans 3

3. Commercial

Commercial heat and power 3
Commercial lights and fans 3

C . Industrial power
0-15000 (units) 1
15,001-40,000 1 -5
above 40,000 Nil

D. Public light and water works 3

E. Irrigation and agriculture for 3
flights and fans )1/

F. Other power including bulk supply 3
to other concerns including tea gardens

1 / ’Other categories of consum- Source; Sams as for 
ption of power in agriculture table IV .8.
and irrigation are exempted 
from the payment of this duty I
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gories of consumers of electrical energy excepting in­

dustrial consumers. The common r-ite is 3 p.?iso per 

unit (fable X .22).

A. S'
10.3 A  Tables and /; .X.2 present comparative data

on the electricity daty races a n d  tariff rates in se­

lected St-utes in the eastern region. The rates are 

generally lower in Assam than in the other eastern 

States. The rates of tariff are generally higher in 

Bihar and West Bengal a n d  lower in Orissa and Megha­

laya than in Assam. The same results emerge when the 

combined incidence of the tariff rate a n d  electricity 

duty is examined. Thus, not only are the races of the 

electricity duty lower in Assam, hut so also is the 

average tariff rate.

Exemptions

10.3 .5  Electricity duty is not levied in a few cases, 

iixemption is granted to (i) energy consumed by the Gov­

ernment of India or sold to the Government for consum­

ption by that Government; and (ii) energy consumed in 

the construction, maintenance or operation of any rai­

lway by the Government of India or a railway company 

operating that railway, or sold to that Government or 

any such railway company for consumption in tne con­

struction, maintenance or operation of any railway.

10 .3 .6  Three other categories are also granted exem­

ption by the State government; namely, (i) on that part 

of electrical energy used by industrial concerns in 

Assam exclusively for industrial production which ex­

ceeds ^-0,000 units; (ii) electrical energy used by 

vessels (sea-going or inland); and (iii )  full electrical 

energy used for agricultural or horticultural purposes.
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Analysis of the tax base

Power generation

IC.3 , 7  In terms of per capita consumption of electri­

city, Assam is the most backward State in the country. 

Per capita consumption in Assam in 1975-76 at 26kwh, 

is not only the lowest in India but is only about one- 

fourth of the national average of 101 kwh (Table X.2ft). 

The separation of Meghalaya from Assam has worsened 

the situation, as the Assam State Electricity Board, 

which is responsible for the co-ordinated development 

of generation, transmission and distribution in the 

State, was bifurcated in January,1975 and the two hydro­

electric plants under the Board were transferred to 

Meghalaya due to their location within that State. Con­

sequently, power generation in the reconstituted Assam 

fell considerably. The power generation in Assam State 

including Meghalaya and Mizoram during 1970-71 was 359 

million kwh,, and J.1: increased to *+5^ million kwh during 

1975-76 (Table X,2fp), it is expected to increase to 

600 million kwh during 1976-77* The installed capacity 

in the State substantially decreased after the bifur­

cation of the State from 202.90 MW in 1973-7^ to 131 .50 
MW in 1975-76 and 161.50 MW in 1976-77 (Table X .lb ).

10 .3 .8  Power shortage in Assam has occurred since 

1 97^“7 5 5 when the hydro-thermal stations were tran­

sferred to the new State of Meghalaya. The excess of 

the peak demand over the demand met by the indigenous 

generation system is now met through imports from 

Meghalaya, Manipur, Tripura,Bhutan and Arunachal Pradesh.
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In recent years. the power position in the otate

become critical; the situation being furt nar aggi

Pci r

TABLE

Cauita ?o« 

(197

i X.Sfc 2-3

ar Consumption 

5-76;

____ __(Kwj

o tate Domestic Industrial Ag v r-

Ananra Pradesh 5 jM-
1 /

Assam-̂ 3 13 26

Bihar 2 38 62

Gujarat 1>+ 113 169

Haryana 11 72 1i+6

Jammu and Kashmir 20 20 58

Karnataka 13 105 138

Kerala 9 6*+ 85

Madhya Pradesh >+ 57 73

Maharashtra 18 108 172
Orissa 3 80 88
Punj ab 17 1*+2 230
Rajastnan if 39 61+

Tamil Nadu 11 ?U- 139

Uttar Pradesh 6 30 63

West Bengal 17 7^ 113

All India 10 63 101

1/including Mizoram Sources Government of India,
Central electricity 
Authority.

by delays in commissioning the Loktak Project in Manipur
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which Wo.s to supply to Assam *+0 MW or power. A few 

new power generation projects are in the process of com­

pletion-, it is expected tnat the power position will

TABLE A.fcSj 2-̂

Generation of Electricity in Assam

____ ____________  _ ___ ____________ (Million kwh)

Percentage
Year Steam x4ydro Diesel/Gas TOTAL increas

1968-69

1968-69 mm 102 13^ 236 -

1969-70 - 126 183 309 30.93

1970-71 - 15*+ 205 359 52.12

1971-72 - 189 229 1+18 77.12

1972-73
<•>

215 257 k-7k 100.85
1973-7^ 193 280 518 119.^9
197^-75 33.5 195 319 5^7.5 1 3 1 .99

1975-76 110 - 3 ^ 1+5V 92.37

1976-77*215 - 385 600 15^ . 2^

* Latest estimate Source: Government of Ass,am,
Memorandum submitted 

Figures upto 197^-75 include to the Seventh Finance
those of Meghalaya and Commission (Notes on
Mizoram. subsidiary Points and

Clarifications')"!

improve when these projects are completed.

Consumption pattern

10.3 .9  The consumption pattern in the State has under­

gone significant changes in recent years. The industrial 

consumption of power (low, medium and high voltage) in 

the State has increased from 15^.5 million kwh in 1970-71



tc 219.0  million kwh in 1975-7 6 , while that by tea gar­

dens from 36 million kwh in 197O-71 to 76.9 million kwh

TABLIL A . c-ifT 

Installation of Electricity in As3am

Year Steam Hydro Diesel/Gas V '*vn * 'r
-L O - L  J T il j

Per con'
create 
1 968-6'

1 966-69 - 47.2 107.8 1 ^ X ('■ -

1969-70 - 47.2 105.8 1 53 . 0 -1 ,29

1970-71 - 47.2 105.8 153.0 -1 .29
1971-72 - 65.2 105.8 1 7 1 .0 10.32

1972-73 30 65.2 105.8 201 .0 29.68

1973-74 30 65.2 107.7 202.9 30.90

1974-75 30(a) 65.2(a ) 1 0 7 .8(a) 203.0(a)30.97'

30(b) 102.2(b) 1 3 2 . 2(b)

1975-76 30 - 1 0 1 .5 131 -5 -1 5 . 1 6

1976-771 60 - 1 0 1 .5 161 .5 4.19

1
Latest estimate (a) Steam (b) Gas Source; Same as for

2 table X.Sfy.'Z.^
While computing the percentage 
increase, the installation of 
electricity (gas) is not taken 
into account to make it compar­
able with earlier years.

in 1975-7 6 . In the case of other categories of con­

sumers, the increase has not been so significant, for 

total consumption of power in 1975-76  was 469.9 million 

kwh as against 294.5 million kwh in 1976-71 (including 

Meghalaya and Mizoram).
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10.3.10 In 1975“76,, *+6.6 per cent of the total power 

consumption was used by tne industrial group and 16..*+

. TABLi X .«p

Power Shortage in Assam

Year

Installed
capacity

(MW)

Peak
de~
mand
(MW)

Demand met 
by genera­
tion sys­
tem ( Mil/ )

Shorta;
(MW)'

Shortage 
as percen- 

,e 9tage of 
actual pe; 
demand

1968-69 155 52 52 — -

1969-70 153 €k &+ - -

1970-71 153 67 67 - -

1971-72 171 83 83 - -

1972-73 201 91 .5 91 .5 - -

1973-7^ 202.9 130.6 130.6 - -

197^-75 203 1*f2(a )

109(b)

1!+2(a )

7*+Cb)

35(b) 32.11(b)

1975-76 131 .5 113 78 35 30.97

1976-77* 161 .5 131 102 29 22.11+

* latest estimates Source:, bame as for table |

(a) Steam

(b) Gas

per cent by tea gardens. Bulk supply accounted for 

19.^ per cent and domestic consumption 9*5 per cent 

(Table X.sS-). During this period, the share of the tea 

gardens has improved from 10*2 per cent to 16.^ per 

cent 3 but that of the industrial category has fallen 

from 52.5  per cent to ^ 6.6  per cent.
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TABLE X.2£ X7

V n-t t  k I c C C  r\ "P

(Million kwh.)

bale to the ul­
timate consumer 1970-71 1971-72 1972-73 1973-74 1974-75 1 975-^6

Doawstic heat 
and small power

37.87
(1 2 .86)

37.50 4.09 3.18 4 52 4.10
( 0 .87)

Domestic lights 
and fans

- - 35*81 35.87 40.76 40.53 
(b . 63 J

Commercial hea-fc 
and small power

6.01 
U .0 4 )

7.50 4.24 9.29 6.44 4.30
( 0 .92)

Commercial lights - 
and fans

— 12.4-3 1 5*22 17.76 1 6.60 
(3.53)

Industrial power 
low and medium

19.16 
(6.51 )

28.05 45.10 49,14 54.21 53.65 
(11.42)

voltage

Industrial power135*30 
high voltage (45.95)

1 3 3 .OO 133.36 133-44 133.50 165.31
(35-18)

Public lighting 3-96
(1 .34)

4.20 4.50 4.08 4.27 2.23
(0.47)

Irrigation and 0.30 
agricultural (0 .1 0 ) 
watering

0.50 1 .50 2.00 5.00 5.00 
(1.06)

Publie water works4.00 
and sewage (1 .36)

4.50 7.30 6.50 5.94 10.21
(2 .1 7 )

Tea gardens 30.00
( 1 0 .1 9 )

38.00 4 7 .00 57.86 68.19 76.86 
( 1 6 .3 6 )

Bulk supply (in- 57*85 
eluding defence (1 9 .65) 
licence and extra 
State)

82.20 88.67 90.00 108.50 91 .12 
(19.39)

Total sold to 294.45
the ultimata-:i; . 
consumers

335.45 384.00 406.58. 443.09 469.91

Figures upto 1974-75 include those of 
Meghalaya and Mtfzoram,

Figures within parentheses indicate
the percentages of total.

Source; Government of
Assam Directorate 
of Economics and 
Statistics Economic 
Survey„
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10.3.11 It would be of Interest to know the contribution 

of the tax according to above consumer categories. The 

consumer category -wise tax yield ha3 been calculated as 

follows: the category wise consumption of electrical 

energy, when multiplied by the rates applicable to 

different categories, gave the hypothetical tax yield 

fcr different categories. The actual tax yield was 

then distributed among different consumer categories

in the proportions of the hypothetical tax yield from 

the respective categories. Tho results are presented 

in table X.2^.2-9

10.3.12 While the shares of domestic and industrial uses 

declined significantly between 1968-69 and 1975-76  the 

share of tea gardens more than doubled during that 

period. Although, the share of industrial use has fall­

en, it is still an important source of revenue. As of

1975-76, tea gardens, industrial power and bulk supplies 

attracted for the bulk of the tax.

Operations of the tax

Method of assessment and the tax payment

10.3.13 The main assessee under the electricity Duty 

Act is the Assam Electricity Board, Necaise the greater 

part of the generation and distribution of electrical 

energy in the State is by the Board. Some of the indu­

stries, tea gardens and cinema houses, however, have 

their own generators, and are thus, assessees under

the Act. An assessee has to include the duty leviable 

under the Act as a separate item in the monthly bill 

of charges for the electricity sold by him and has to



- 326 -

TOTAL X.2£ >8

Consumer Category-wise Revenue from 

£lectricity Duty-' in Assam

(Rs. lakn;

Category of consumption 1968-69 1975-76

1 . Domestic heat and small power '-.19
(1 .12)

c.5+9 
(1 .1 7 )

• Domestic lights and fans 2 . 9+
(Ik .9k )

H-. ok 
(11 o 2 )

3. Commercial heat and small 
power

0 .1*3
(2.53)

C . ',1 
(1 .21 )

Commercial lights and fans - 1 .98 
(*+.71 )

5. Industrial power low and 
medium voltage

1 .07  
( 6 .29)

2.13
(5.07)

6 . Industrial power high 
voltage

6.09
(35.82)

9.88
(23.52)

7- Public lighting 0.36
(2 .1 2 )

0.2  7 
(0 .&+)

8 . Irrigation and agricultural 
watering

o.ch
(0.2k)

0.59
(1 .1+0)

9. Public water works and 
sewage

0 .1+5
(2.65)

1 .22 
(2 .90)

0. Tea Gardens 1.71  
(10.06)

9.18  
(21 .86)

1 . Bulk supplies and others If. 12 
(2k.2k)

10.91
(25.98)

TOTAL 17.00 1+2.00

jvx
Figures within parentheses indiacte Source: Same as/table 
percentages of total. X .2& 2.*7^

* Total revenue includes taxes on 
sales and consumption of electri­
city, fee for electrical inspection of cinemas 
and fee under the Indian Electricity 
Rules. Taxes on sale and consumption 
of electricity constitute 99 per cent 
of the total revenue in 1968-69 and 
98 per cent in 1975-76.
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recover the same, a longw ith  h is  own charge fo r  the 

supply o f such energy. In  tiie  case of the E le c t r ic i t y  

Board, the method of assessment is by checking the acc­

ounts of tne ooard. In tne ease of private generators, 

the estimation of tne g .meration and consumption of 

e le c t r ic a l energy is done tnrough d ire c t  and in d ire c t  

methods. If the generation a n d  tne supply are metered, 

the assessment is done directly by reading the meters, 

but in  case tnese are unmetered the duty is  assessed 

on the basis of the number of l ig h t  points. A f la t  

ra te  is  le v ie d  per po in t.

10.3.1k The du ty  is  to be paid d ire c t  in to  a Government 

tre a su ry  by cha llan  w ith in  15 days o f the close of the 

month o f which the du ty p e rta in s . Every assessee is  

expected to  keep books o f accounts conta in ing  the 

p a r t ic u la rs  sepa ra te ly  fo r  each consumer. The State 

government can, by n o t if ic a t io n  in  the Gazette, appoint 

inspec tion  o f f ic e rs  to inspect records o f assessees.

I f ,  in  the op in ion o f the a u th o r ity ,  any assessee is  

evading o r attempts to evade the payment of the duty, 

whether by m ainta in ing fa ls e  records, subm itting fa lse  

re tu rn s , concealing the energy supplied o r by any o the r 

means, the assessee would have to  pay as pena lty , in  

add itio n  to  the du ty payable, a sum not exceeding fou r 

times the amount o f the du ty  to  be determined by the 

a u th o r ity .  Where a consumer o r licencee f a i l s  to  pay 

the e le c t r ic i t y  du ty  to the Board o r i f  a consumer 

f a i ls  to pay such duty to  a licencee who is  authorised 

to  recover the duty from the consumers, the Board o r 

the licencee may exe rc ise  the power g iven  to  them to



- j>28 -

.recover the dues. They are empowered tc disconnect the 

supply o f power to  the consumers neglecting to pay the 

charges. If an assessee fails to keep a rvcord or sub­

mat a return5 he is liable to conviction befonc 5 mag-- 

is t ra  ce , who can impose a fine not ezcte&ing ?3.1 ,000.

If the duty has been received in e x c e s s  of w h a t  i s  pay­

able, the assessing authority h a s  to, on a p p l i c a t i o n  by 

tae assessee, either refund the ■uo ,;ss or adjust i t  to­

wards subsequent liabilities. An a p p e a l  a g a i n s t  the 

notice of the demand has to be made to the assistant 

commissioner of taxes (Appeals). An appeal against the 

order of the appellate authority has to be made to the 

Board of Revenue. Thus, the system and the organisation 

of appeals is the same as in case of other State taxes. 

The commissioner of taxes, however, does not have powers 

of revision in the case of this tax.

Trends in  assessment cases

10.3.15 The number of assessees has g ra d ua lly  gone down 

from 7*+5 in  1966-67 to 396 in  1976-77. The dec line  in  

the number o f assessees is  due to  the fac t th a t the p r i ­

va te  generators have g ra d ua lly  declined in  number and the 

dependence on the E le c t r ic i t y  Board has increased. How­

ever, cases pending a t the beginningcf-the yea r have gone 

up from 459 in  1966-67 to  1,109 in  1975*76 (Table X.30). 

The average annual number o f new cases added during 

1968-69 to  1975-76 is  1,205 and tha t o f cases disposed 

o f is  1 ,135* The number o f pending cases has thus in ­

creased. The age wise d is t r ib u t io n  o f pending assessment 

cases shows th a t most o f them are less than th ree  years 

o ld . ' In  1975-76, 36.5 per cent o f the to ta l pending
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cases, excluding the pending cases added during the year, 

were one year old, 1 7 .2  per cent two years old and 16.5 

per cent 5 years old (Table A .X .3 ). While such age

TABLE a.£S V°\

Trends in  In s t i t u t io n  t D isposal and Number of 
Assessment gases under Assam ile .c t r i e i t v  Duty Act

Cases pending Cases added Cases dis- Cases pen-
at the begin- during the posed of ding at the
ning of the year during tlie end of the

Year year year year .

1966-67 >+59 1l+90 522 1i+2 7

1967-68 ti+27 3680 M+55 652

1968-69 652 1515 1575 592

1969-70 592 1090 1167 515

1970-71 515 181+2 16*+0 717

1971-72 717 1210 1003 92*+

1972-73 92t+ 1078 81+1 1161

1973-7*+ 1161 95^ 976 1139

197^-75 1139 902 ' 932 1109

1975-76 1109 1052 . 9^6 1215

Sourcej bame as fo r  ta b le  IV .8.

w ise pending cases is  understandable, the fac t th a t the 

number o f pending cases is  a lso  inc reas ing  shows th a t 

the adm in is tra tio n  o f th is  tax is  not upto the mark.

Components o f to ta l demand

10.3.16 The to ta l demand in  any yea r cons is ts  o f the a r r  

ears a t the beginning of the yea r and c u rre n t demand
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generated during the year through ass essmento V> T T  f  V > ,0

department and by self assess ment leadint; to advance

payment. * Al e e rr: atively, tota1 demand can be sale! tc

TABLE A. .3D

Components of Total Demand \Assessmen 4- 
u  /

of Electricity Duty

_____(Rs. thousand ✓

Collec­ Collec­ Arrears rota:
tion out tion out Amount Advance at the den*

of arr­ of curr­ written payment end of and
Year ears ent demand off the year

1970-71 10 28 21 23 1505 1 500 5166
(0.19) (0.5*0 (V i .10) (29.13) (29.04)

1971-72 119 x 135 496 "871 1764 4385
(2.71) (3.08) ( 1 1 .3 1 ) (42.67) (40.23)

1972-73 16 Neg. 1 5 21 07 2058 4196
(0.38) (0.36) ( 50.21 ) (49.05)

1973-7^ 2 Neg. 515 2488 1784 4786
(0.04) ( 10 .76) (51.99) (37-28)

197^-75 33 x 190 16O 3629 1750 5762
(0.57) (3.30) ( 2 .78) (62.98) (30.37)

197S-76 16 33 283 3827 21 08 6317
( 0.25) (1 .39) (4.48) (60.58) (33.37)

1976-77 5 Neg . 345 4583 2246 7179
( 0.07) (4.81) (63.84) (31 .29)

*Total demand = Arrears at the beginning Sourcej Same as for
of the year table IV .8,

+ Current demand during the 
year

+ Self assessment collection 
through advance payment

Figures within parentheses indicate percentages of total.



consist of collections out of the arrears, the current 

demand. ? advance payments and the arrears at the end of 

the year. Table X .3 D ’shows that the share of advance 

payments in total demand has increased from 29.1 per cent 

in 1970-71 to 63.8 per cent in 1976-77. As constitu­

ents of the total demand, collections out of arresrs 

and out of current demand are not significant; arrears 

at the end of the year as a percentage of the total de­

mand averaged 35 per cent between 1970-71 and 1 976-77 - 

As regards the collection of the duty, almost the whole 

amount is collected through advance payments, 9 7 .5  per 

cent in 1970-71 and 99.9 per cent in 1975-76 (Table X .3 | ). 

A significant proportion of the current demand is con­

verted into arrears a n d  a large proportion of the arr­

ears remain as arrears an d  spill over into the next 

year. The proportion of collection out of current demand 

is generally very low, it ranged between nil to less 

than 2 per cent in *+ of the 7 years, during 1970-71 to

1976-77 for which computations have been made and was

1 1 . 2  per cent, 13-3 per cent and 5I+.i+ per cent in the 

remaining . 3 * years. Similarly, collection out of 

arrears was also negligible at less than 1 per cent in 

5 of the 7 years; it was 1 . 9  per cent and 8 per cent 

in the remaining 2 years (Table X .32 ).

10.3.17 In this process of collection, arrears have not• 

only remained sizeable but also increased. Table X.^fc 35 

shows that while in 1967-68, arrears constituted 8.3 

per cent of the revenue from, the electricity duty, they 

constituted 50 per cent in 1976-77. In some years, they 

were more than or equal to the revenue from the duty;
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for exa,;■;ple , 11 5 . 8 per cent in': 1 969-70 rui'i

x a .8 1 .thi . 3 ‘t-

Collections of Electricity Du'ey

(
"'■ a 0

Year

00!_Leot .1
out of 
arrears

.on Collection Lcyar/'^ 
out of cur- payments 
rent demand

-0 O c.'- -i-
colie;

1 970-71 1 0  . 
( 0 . 65)

2°'  ̂ rOQcr
(1.31) (97^54)

1 543

1971-72 120
(5.6*0

135 1871 
(6.35) (88.0 1)

2126

1972-73 16
(0.75)

Neg. 21 07 
(99.?-5)

21 23

1973-?4
( 0 . 08)

Neg. 21+88 
(99.92)

2490

1974-75 33
(0.86)

190 3629 
(4.93) (94.21)

3852

1975-76 1 6 
(0.4-1 )

83 3827 
(2.11 ) (97-. 48)

3926

1976-77 5
( 0 . 1 1 )

Neg. 4583 
(99.89)

4588

Figures within parentheses Source* Same as for 
indicate percentages of total. table IV .8.

in 1972-73. As noted earlier, as the arrears under 

this tax are also collected as arrears of l a n d  revenue, 

most of the cases are transferred to the Bakijai off­

icers. In 1 974-75, of the total arrears of Rs.18 lakh, 

cases involving fo. 1 lakh were with the assistant 

commissioner of taxes, then involving
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■j.7 lakh with the superintend*ent of tax33 and the rest

involving, Rs.1C lakh with the :Bakijai officers (Table X .32

TABLE X .31

Collection out of At :rears and out of
Current Demand under Electricity --Lity

(:\ . thousand)

Tear

arrears
"J' rs 0

beginn­
ing of 
the year

'-'Ox.ibct ion 
out: of 
arrears

Current 
demand 
during 
the year

Collection 
1 ~/"v out 01

current
demand

1970-71 2238 10
(0 .4 5 )

1423 28 
(1 .97)

1971-72 1500 120
(8.00)

1015
(13.30)

1972-73 1764 16 
(0 .9 1 )

326 0.08
(0.02)

1973-7^ 2058 2
(0.10)

243 0.03 
(0.01 )

197^-75 1784 33 
(1.85)

349 190
(5^.Mf)

1975-76 1750 16 
( 0.91 )

740 83 
(11 . 22)

1976-77 2108
(0.24)

488 M l
(0.00)

Figures within parentheses Sources Same as for 
in columns 3 and 5 indicate table IV .8 .
percentages of collection in 
arrears and current demand res­
pectively.

10.3.18 The major factor responsible for the sizeable 

arrears is the slow recovery of dues from the consumers 

by the State Electricity Board. This problem exists
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35­
in almost all the Status as seen from Table X .J6 . The

TABLE X.5±P 3i 

Arrears of Electricity Duty

Arrears Arrears as per cent of revenue
Year (Rs. lakh) from the electric

1967-68 2 8.33

1968-69 3 17.65

1969-70 22 115.79

1970-71 15 83.33

1971-72 18 81.82

1972-73 21 100*00

1973-7*+ 18 6^.90

197^-75 18 *+3.29

1975-76 21 50.00

1976-77 23 50.00

TABLE X.3£ S&

Arrears Position of Electricity Duty

Arrears Arrears Arrears Arrears
under under under under

Total High Co­ assist­ super­ Bakijai
Year arrears urt and ant comm­inten­ officers

Supreme issioner dent of
0OU-*. fc of taxes taxes

1973-7^ 18 1 - 6 11
(5.56) (39.33) (61 .1 1 )

19714.-75 18 - 1 7 10
(5*56) (38.89) (55-56)

Figures within parentheses indicate percentages
of total#
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Arrears of Revenue from Sales of Electricity 

in Different States

( [Is. lakh )____________

Revenue from Amount of out- Outstanding dues
State Electri- energy sales standing dues as per cent of
city Board during the on March end total sales

year

■ I'AjjLE X 3  *>

1970-71 1973-7*+ 1970-71 1973-7*+ 1970-71 1973-7*

Andhra Pradesh 3822 5108 1112 1823 29.09 35.69

Assam *+*+6 777 100 235 22 .*+2 3 0 . 2*+

Bihar 2696 3*+16 1020 1*+7*+ 37-83 *+3.15

Gujarat 3335 509*+ *+73 92*+ 1*+.18 1 8 . 1*+

Haryana 1659 26*+*+ 72 131 *+.3*+ *+.95

Karnataka 307*+ 3529 572 691 18 .6 1 19.58

Kerala 1633 2279 7*+8 9 9 + *+5.81 1+1 .8 6

Maharashtra 5285 8862 ' 1238 200*+ 23.*+2 22.61

Madhya Pradesh 3109 *<■391 819 1708 26.3*f 38.90

Orissa 1 1103 1591 32*+ 535 29.37 33.63

Punj ab 1768 21+28 11.7 101 6.68 1+.16

Rajasthan l*+38 2203 361 1552 2 5 .1 0 70.1+5

Tamil Nadu 5951 8796 689 i *+05 11 .58 15.97

West Bengal N.A. 29*+*+ N.A. 635 N.A. 21 .57

Uttar -^radesh 5791 7580 1*+71 3201 25.1+0 *+2.23

Source: Same as for table X.19
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percentage c f  outstanding dues to t o t a l  Bales is not 
only high but is also growing over time. I '  Assam, 

outstandings amounted to 72 . 4 per cent of total sales 

in 1970-71 and 30.2 per cent in 1973-74. Such high 

proportions of dues also exist in other States, notable 

exceptions being Haryana and Puniab.

1 0 . 3.19  The problem of high outstandings or ig inates  
in th is  case because of the sa le  and the consumption 
of energy take place simultaneously. The generation of 

electrical energy is by the State Electricity Board 

and in most cases, the supply is continuous, subject 

to meters which measure the magnitude of the energy 

consumed. As the States are empowered to levy a duty 

on the sale of the electricity, the duty becomes payable 

only when the sale and the consumption take place. Thus, 

duty can be collected only after consumption. The 

Electricity Board is assessed and is expected to pay the 

tax bo the Government but arrears are bound to occur if  the 

Board deposits the tax only after it is collected from 

the consumers, because the Board is unable to collect 

its own charges promptly. Since the States are not 

empowered to levy a duty on the basis of the generation 

of electrical energy, the problem of arrears, can be 

said to arise due. to factors bevond the control of the 

Taxation Department. However, the Electricity Board 

can be held responsible for this. It is the responsi­

bility of the Board to collect the dues including both the 

tariff and the duty and promptly pay the duty. However, 

it may be noted that a sizeable part of arrears seems to 

stand outstanding against the Government departments.
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Evasion

10.3.20 In the cases of private generators, where there 

are no meters installed, under-report ii\g of the magni­

tude of generation is possible. The stealing of ele­

ctricity direct from the supply lines and altering

the meters are some other ways of evading this tax.

In all such cases, both the tariff and the duty are 

evaded. A stricter inspection system may minimise 

the loss of revenue through such malpractices and leak- 

ag e s .

Reforms recommended

10.3.21 The electricity duty as well as the tariff ra­

tes are lower in Assam than in other important eastern 

States. This fact indicates the scope for an upward 

revision in the rates and duties. As the revision of the 

two cannot be done independently, a thorough analysis of 

the operating results of the State Electricity Board is

a prerequisite for considering the case for either rai­

sing the tariff rates or maintaining the existing rates. 

If an upward revision is not required in the tariff ra­

tes, there is a strong case forievising the electricity 

duties upward. However, it has to be ensured that the 

revision in the duties does not unduly burden the inter­

mediate consumers, particularly the industrial users.

The general principle we recommend is that while the 

level of tariff plus duty should be kept slightly lower 

in Assam than in West Bengal, it can be made nearly equal 

for domestic uses.

10.3.22 The Venkataraman Committee set up by the Gover­

nment of India in 1964-65 to study the working of the
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State i i i l e c t r ic i ty  Boards, examined the pattern of r3- 
lationship between t a r i f f  and e l e c t r i c i t y  duty, ihe 

Committee recommended an ad valorem duty so that the 
t a r i f f  rate structure is r.ot disturbed by the levy .
They also suggested that the State government should 
not f i x  the rates on the basis o f  "what the t r a f f i c  
can bear!* and that the e l e c t r i c i t y  duty should bear a 

more or less  uniform re la t ionsh ip ,  say, 15- to  2 per 
cent, to the c a p i ta l  employed.

10.3.23 The total capital of the Assam State electricity 

Board in 1973-7*+ was about Rs.5*+ crore and the total rev­

enue from the electricity duty, about RsAl lakh; the 

ratio of revenue from electricity duty to the capital 

base was thus only 0.8 per cent much lower than the rate 

of return recommended by the Venkataraman Committee.

10.3.2^ The accepted principle for formulating the ele­

ctricity tariff schedule is that the charges should co­

ver the cost of supply including a reasonable rate of 

return and yet be attractive enough for promoting incr­

eased use of electricity. As electricity is put to 

different uses, with different elasticities and prio­

rities, it is possible and necessary to charge different 

tariff rates for them. The rates have to be related to 

the special features of each business and the nature of 

each use. If the basic rate structue is constructed on 

such a rational basis, the electricity duty could be 

imposed at a flat rate without taking cognisance of any 

consideration with regard to differential treatment 

for different classes of consumers because all such con­

siderations would have been brought to bear on the
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formulation of the tariff rat.-)s. W'uile there is some­

thing in this argument, we should remember that a flat 

ad valorem rate of duty superimposed on differential 

tariffs would mean differential specific burdens on 

different classes of consumers; that is, the duty per 

kwh (unit) of electricity consumption will differ as 

between different classes of consumers. Then the rule 

of imposing a uniform ad valorem duty need not be rigi­

dly followed.

10.3.25 In Assam, as seer earlier, there are in effect 

4 rates at present; a general rate of 3 paise per unit; 

a commercial rate of 1 and 1 . 5  paise per unit for indus­

try; and a zero rate for the direct use of power in 

agriculture. Pending a thorough study of the basic 

tariff structure that we have suggested, we recommend 

that the existing r-te of 3 paise per unit be raised

to 5 paise per unit for the general category. There 

seems to be no reason for the zero rate of taxation for 

the agricultural sector (other than the use of lights and 

fans which is taxed at the general rate of 3 paise per 

unit). A rate of two paise per unit may be introduced. 

These measures are likely to yield an additional revenue 

of roughly between Rs.12 lakh and Rs.15 lakh per annum.

10.3.26 The major factor behind the sizeable amount of 

arrears, as we have seen, is the slow recovery of dues 

from the consumers of tne electrical energy by the 

State Electricity Board. The percentage of outstanding 

dues to total sales is not only high, but is also gro­

wing over time. In Assam this percentage has increased 

from 22.k- per cent in 1970-71 to 30.2 per cent in

1973-71+- As the existing large arrears of duty would
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have to be drastically reduced, ultimately, the Gover­

nment would have to insist upon the Electricity Board 

adopting strict method of recovery from the defaulters. 

The more important is that the government departments 

should itself be required to make payment;-:; to the Board 

regularly.

1 0 .3 .2 7  a fool proof inspection system is needed to mi­

nimise che loss of revenue through prevalent malpractices 

and leakages, such as under-reporting the magnitude of 

generation, stealing of electricity from the supply 

lines and altering of the meters.
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Annexure er a

w eiiAlI: L-:j A . i

Proposed schedule o f  Rates o f  Tax on Prof e s s io n , 
Trades,, Call ings and i^mployraents

____________________________ _ _ _____________________ _________(Rs.) ____

.hate oi tax

I'io• Class o f  persons (per annum;

Salary and wage earners whose monthly
salaries or wage;

(i) are less than Rs.6 ,000 Mil

(ii) exceed Fe.6,000 1 
Rs .10,000

Dut does noa tjxce .;d
4-0

(iii) exceed Rs.1 0,000 
Rs.15,000

but does not exceed 60

(iv) exceed Rs.1 5,000
Rs.20,000

but does not exceed 85

(v> exceed Rs.20,000 
Rs.25,000

but does not exceed 120

(vi) exceed Rs.25,000 
Ps.3 0,000

but does not exceed 175

(vii) exceed Rs.30,000 
Rs.3 5, ooo

but does not exceed 230

(viii) exceed Rs.35?000 250

2 . (i) Legal practitioners including soli­
citors and notaries public

(ii) Medical practitioner including 
medical consultants

(iii )  Technical and profesional consultants 
plumbers5 tax consultants, chartered 
accountants, actuaries and management 
consultants

(iv) Chief agents, principal agents, insur­
ance agents and surveyors of loss ass­
essors registered or licensed under the 
Insurance Act, 1938;
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_ _ .....m?. j

Rata of tax
j\! o .

3.

4.

( v ,

_________
of persons j- ■

Where the ? Dandinf; :.i. t, :■ 
fession of any of k -ara­
tioned above

(a) in any district eC'U.o:.! ar.-.̂  is

( 1 / . n ■-j— uiian two _ ~ LI

(2, two y an- ~r more j^t L-ss 
Phan five ŷ -ars ,

1 00

(3) five years or more 200

(b) in any other area in the State 
is

(1) less than two years Nil

> , (2) two years or more, but less 
than five years

4-0

(3) five years or more but lass 
than ten years

120

(4) ten years or more 200

Members of Associations recognised 250
under the Forward Contracts Act

(b  ) (i) members of stock exchanges 200
recognised under the Security 
Contracts Regulation. Act

(i i )  remisories recognised by a 100
stock exchange

Estate agents or brokers or building 200
contractors

5 . Directors (other than those nominated 200 
by Government) of companies registered 
under the Companies Act, 1956
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i\iO . Class of persons

______ (Rs.)___

Jrt£. 0o of t aX 
(per annum;

6 . Self employed persons in the motion 
picture industry as follows:

(i) writers, lyricists, directors, actors 200 
and actresses (excluding junior ar­
tists) play-back singers, cameramen, 
recordists, editors and still-pho- 
tographers

(ii ; junior artists, production managers, 100 
assistant directors, assistant cam­
eramen, assistant editors, musicians 
and dancers

7. Dealers registered under Assam Sales Tax 
Act, 19^7

Such dealers whose annual gross turnover 
of all sales or of all purchases is

(i) Rs.30,000 or more but less than 50
Rs.50,000

(ii) Rs.50,000 or more but less than 1 50
Rs. 1 lakh

(iii )  Rs.1 lakh or more 250

8 . Occupiers of factories as defined in the 
Factories Act who are not dealers

Such occupiers of factories

(i)  where not more than fifteen workers 150
are working

(ii)  where more than fifteen workers 25°
are working

9 . Employers of establishments as defined
in the Assam Establishment Act who are 
not dealers ‘

Such employers of establishments

(i )  where there are no employees Nil

(ii )  where not more than five employees 50
are employed
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(Ro.;

Rate of tax
No. Class of persons (per annum;

(iii )  where more than five but not 1
more than cen employees are 

. employed

(iv) where more than ten employees 250
are employed ■ .

10. Owners of oil pumps and service stations 250

11. Licensed foreign liquor vendors and 250
employers of residential hotels ana 
theatres as defined in the Assam Shops
and Establishment Act

12. Holders of permios for transport vehicles 
granted under the Motor Vehicles Act which 
are used or adapted to be used for hire or 
reward where any such person holds permits,
or permits for any taxis , three wheelers goods 
vehicles, trucks or buses -

(i) in respect of each taxi or three 
wheeler goods vehicles

(ii) in respect of each truck or bus

13* Money lenders licensed under the Act 

(i) in district council areas

(ii) in other areas of the State

14-. Individuals or institutions conducting 
chit funds where the value of the se­
curity required to be lodged by them 
with the registrar under Chit Fund Act 
is

(i) Rs.5,000 or more, but less thanR».25-*POQ 1 50
(ii) Rs.25,000 or more 250

501 Provided 
'.the total 
I amount

1001payable
{by the same
Iholder shall
I not exceed
:rs.25o
t

250

150



Class of persons
Hato of tax 
(per annum)

1 5 * Banking Companies as defined in the 
Banking Regulation Act,  19^9

(i)  scheduled banks

(ii) other banks

16. Companies registered under the Com­
panies Act, 1956 and engaged in any 
professions, trades or callings

17. Firms registered under the Indian Part- 
nership Act, 1932 and .engaged in any

f professions, trades or callings

1 8 . Persons other than those mentioned in 
any of the preceding entries who are 
engaged in any professions, trades ca­
llings or employment

250 
1 50

250

150

100



SI ORGANISATION PCR ADHI V"1SIR AT 10 N

11 .0 .1  Every department' has to undertake two tyoep o f  
activities! functional and institutional. While the 
former activities are performed to f u l f i l  the -purposes 

f o r  which a department exists, the l a t t e r  tyae r e fe r s  
to the activities a department must perform to enable 
it to exist as a department. These in s t i tu t io n a l  a c t i ­
vities relate to internal organisation and a f f e c t  
the successful execution ©f the primary activities o f
a department. A proper and effective performance of 

these activities,therefore, is of paramount importance.

In the case of a department such as the Taxation 

Department, the administrative organisation obviously 

conditions the effeciency of tax collection.

11.0.2 The commissioner of taxes, who heads the Taxa­

tion Department, is in charge of several important 

taxes in the State. However, as in ether States, in 

Assam also, some of the taxes like the land revenue,

State excise, motor vehicles tax, stamps duty, regis­

tration fee and urban immovable property tax are 

administred by different .departments. Land revenue, 

stamp duty and registration fee are looked after by the 

director of land records, who also enjoys the powers of 

the superintendent of stamps and of the inspect or-general 

of registration. State excise is under the superin­

tendence of a commissioner of excise. The commissioner 

of transport administers the motor vehicles tax. The 

urban immovable property tax is administered by the 

Municipal Boards.
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11.0 .3  The commissioner of taxes administers sales taxes, 

the passenger and goods tax, electricity duty, entertain­

ment tax, profession tax and agricultural income tax.

These together accounts for about 75 per cent of revenue 

from State taxer. The organisation tor the administra­

tion of these taxes can be divided into four sections, 

yir. , (i) T-!eadc.uarters Organisation, (ii) Adrinistrative 

C ’g a n i s a t i o (iii )  Enforcement Crgcnis" tio.n (iv) Appe­

llate Organisation,, Together9 they form tlo Dep?0ft lent 

of Taxation.

I . The Headquarter*s Organisation

I I .1 .1  The administration at the headquarters level is 

under the direct supervision of the commissioner of taxes. 

An officer from the I A S  cadre is usually appointed

as the commissioner of taxes. The commissioner of taxes 

is assisted by two deputy commissioners. They work direc­

tly under the superintendence of the commissioner, and 

exercise the powers of the commissioner in respect of 

the functions assigned to them. The distribution of work 

between the deputy commissioners is both territorial and 

functional. Each one has jurisdiction over half of the 

districts in the State. Thus, one deputy commissioner 

looks after all the matters relating to enforcement and 

inspection in the Darrang, Kamruo, Goalpara, Cachar and 

North Cachar Hills 'districts. The other deputy commi­

ssioner has similar responsibilities for the areas fall­

ing within Dibrugarh, Lakhimpur, Sibsagar, Nowgong and 

Karbi Anglong districts. Functionally, the former deputy 

commissioner is in charge of matters relating to the 

establishment of the office of the commissioner of taxes,
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checkposts, all taxes excepting the agricultural income 

tax, audit and swearing of affidavits. The latter 

deputy commissioner deals with Hi.~;h Court cases (exclu­

ding swearing of affidavits) establishment matters re­

lating to unit and zonal offices, enforcement and ins­

pection work, preliminary steps for revision cases, all 

the functions of the Law Cell excepting work relating 

to the Board of Revenue, Supreme Court oases, interpre­

tations and amendment of acts and rules, work relating 

to the statistical cell and the agricultural income tax.

11.1.2 There are two assistant commissioners of taxes 

at the Headquarters. One of them is designated as 

assistant commissioner (Laws) and looks after tax legis­

lation and all legal problems; the other is in charge

of the statistics branch. This branch was, for the time, 

established in 1970-71, and is presently having only a 

nucleus staff.

11 .1 .3  In addition to the above senior personnel, there 

are only a limited number of supporting personnel at the 

headquarter’ s organisation. Thus, it can be said that 

the headquarters of the Taxation Department does not have 

an adequate infrastructure.

2. Administrative Organisation

11 .2 .1  The administrative organisation of the Department 

follows a three tier system. At the highest level are 

the zones each headed by an assistant commissioner of 

taxes (ACT). As of today, there are seven zones. A zone 

consists of two or more units depending upon the work 

load. The a&sistent commissioner of taxes axe mainly

administrative heads and do not undertake the work of
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the assessment of taxes. They are required to inspect 

the unit offices quart er?>.y. In addition to the atfmnis- 

xrative work, they are also incharge of enforcement 

work. It is our finding that the tv/in responsibilities 

of the assistant commissioner of taxes adversely affect 

their efficiency in both the fields.

11.2.2 The second tier consists of units. Usually unit 

comprises a district. However, unit is mainly based on 

work load. If  the work in a district is not sufficient 

to form a unit, two districts are joined to form the 

area of a unit. Presently, there are 19 units.

11 .2 .3  The unit is headed by a superintendent of taxes 

who mainly looks after the work of assessment. More 

than one superintendent of taxes may be posted to the 

uiiits in .which there are a large number of assessees.

In such cases, the senior most superintendent of taxes 

is supposed to be incharge of the unit; however, the 

other superintendent of taxes does not work under his 

supervision. The senior most superintendent of taxes 

is in charge of the unit concerned for the purpose of 

serving as an administrative link between the unit and 

the zone. The allotment of work of assessment in such 

units is done by the assistant commissioner of taxes.

11 .2 .4  The third tier consists of circles. The number 

of circles to be created in a unit again depends on the 

work load. A circle is always headed by an superintendent 

of taxes.

11.2.5  The superintendent of taxes undertake the assess­

ment of all the taxes within the jurisdiction of the 

Taxation Department except the agricultural income tax.
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Two agr icu ltura l  income tax o f f i c e r s  v ith  headquarters 
at Gauhati look a f t e r  the a°sessmert o f  the l a t t e r  for 

the en t ire  State. This i s  a functional b i fu rca t ion  o f  
the th ird  t i e r  but there is  nc t e r r i t o r i a l  d iv is ion  in 
the case of the ag r icu l tu ra l  income tax. presumably, 
because the number of taxes to  be r’ea lt  with i s  not 
considered large  enough.

11,2., 6 Below the superintendent o± taxes there are in s ­
pectors of ta tes .  These inspectors are not asyesrin^: 
authorities but mainly g iv e  assistance to the superinten­

dent of taxes. They are asigned different areas. Their 

duties are varied. They assist the superintendent of 

taxes in the examination of accounts, in detecting cases 

of evasion, in inspecting cinema houses, in checking buses 

and trucks, and in making surprise visits to the premises 

of dealers in order to prevent evasion of taxes. They 

also collect particulars of exports and imports from 

steamghats, railway stations, post offices, airports, 

carrier companies, 'government departments, transport 

companies and the other private companies. They make 

local enquiry from time to time as ordered by the superin­

tendent of taxes and the other superior officers, as well 

as, prepare lists of potential assessees under the  different 

taxation acts.

3. Enforcement Organisation

11.3 .1  The enforcement organisation can be divided into 

two wings. The main work of enforcement in all the zones 

is undertaken by the assistant commissioner (Enforcement) 

who is also known as the zonal enforcement officers.

This zonal officer is supposed to be the kingpin cf the 

department. His work relates to survey ard investiga­

tion into the complaints received, visits and search of
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places of business, seizure of account books, and re­

por t ing  cases of suspected malpractice assessing autho­

rity. V ig i lance  work consists mainly of c o l l e c t in g  in­
formation from d i f f e r en t  sources, sue a as stjreamsh- t s , 
ra i lway stat ions and post o f f i c e s .  There are four such 
zonal officers. In addition to these four assistant 
commissioners o f  taxes eight supcrint endei'rt and 22 
inspector of taxes are alloted worlt r e la t in g  to lot 00- 
t ion  and prevention o f  evasion. Tto guperintan dents o f  

taxes are expected to  help tiie assistant commissioner o f  
taxes in a l l  matters relating to enforcement. T ‘ c func­
tioning of the inspectors of taxes working in the enforce­

ment "branch is executing programmes prepared by the 

assistant commissioner of taxes for collection of infor­

mation, cross checking and follow up action under the 

supervision and guidance of the superintendent of taxes. 

Surveys are also carried out by the inspectors of taxes 

under the plans prepared by the assistant commissioner 

of taxes.

11.3.2 Under the supervision of zonal enforcement offi­

cers, the second wing of the enforcement branch, namely, 

checkposts, have an important role to play. As stated 

in the previous chapter, at present there are three check­

posts in the State. These checkposts are expected to 

stop vehicles, verify the nature and volume of goods 

carried and pass on to the relevant assessing authority 

to be used by the latter while making assessments of the 

various dealers concerned. The checkposts are thus de­

signed to work as part of the information system for tax 

administration. Besides, in relation to passenger and 

goods tax, they ascertain whether the goods tax has been 

paid by the vehicles. In case it is found that the tax 

h&s not been duly paid these checkposts are authorised 

to collect the tax.



4. Appellate Organisation

11.4 .1  Because of the possibility of abuse cf discre­

tionary powers by the assessing authorities and of error> 

in the i.nt erpr etat ion of law, every reve me s.dniriatration 

provides for appeal, revision end reference. According

to existiag arrangements this wor'k is -ander the super­

vision of the commissioner of taxes. Tne first ar-^eal 

is made to the assistant commissioner (Anoeals) who works 

as an appellate authority. Presently, there are tv/o each 

assistant. C'ommissioners: one at Gauhati and the other at 

Jorhat. The work is territorially distributed between 

these commissioners. Each one of them is in charge of 

a zone,

11.4.2 The next appeal can be made either to the- Commissioner 

of taxes Ifc or'uthe Board of Revenue, according to the

choice of the assessee. The Board consists of three 

members including a chairman. The chairman is an IAS 

•Officer in the super time scale. The second member is 

also drawn from the IAS cadre, while third is selected 

from the judiciary or bar. In practice, the member from 

the .judiciary or bar has not been staying on the board 

for any long period.

11 .4 .3  In cases involving points of law and interpreta­

tion? a reference can be made to the High Court. Other­

wise, the decisions of the Board of Revenue are final.

5. Recommendations for Reorganisation and Improvement

11 .5 .1  The Department of Taxation is one of the most 

important departments in the Government not only because 

it raises the funds for financing a major part of the
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Government's activities but a loo because the taxes it 

controls are among the potent instruments o f  Governmental 

policy. Yet,  as we pointed out in chapter I I I ,  it i s  
ano ig the most neglected departments. I t s  officers are 
ill-trained, it is inadequately staffed at the  upper 

levels, has no information system of any significance and 

no means of building one up, and, above all, it has been 

without effective leadership f o r  several years. Nothing 

less than a through overhauling and reorganisation o f  the 

department would be sufficient to enable it to fulfil its 

functions. Most major aspects - ranging from recruitment 

and training to staffing at the upper levels of administra­

tion - would have to be strengthened and modified.

The commissioner of taxes

11.5.2 One of the important causes for the poor perfor­

mance of the department and the sorry state of neglect in 

which it is found is the absence of effective leadership.

As noted earlier, the commissioner c je-s, who - is the 

head of the entire department, io drawn from the IAS oadre. 

It is fair to say that when he comes to assume this office, 

he is generally unaware of both the details of taxation 

and the problems of the department. A general administra­

tor of intelligence can, perhaps, acquire the knowledge of 

taxation and of departmental problems needed to discharge 

his duties, if  he is given at least a year to do so. During 

the next two years then, he could function somewhat effec** 

tively. A five-year term would be the optimum, but a three- 

year term should be regarded as the minimuci. But, if  we 

look at the record over the last 1 0 years, we find that 

many incumbents were transferred before they could even 

settle into their jobs; some of them were transferred within
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a .f ev; mo at he of th e i r  arpointnents.

11.5.3  Between 30-6-1 967 and 23-5-1977, that ir;, roughly 

over a period of 10 year.*, there have bee.i ten conwiesioner3 , 

f i v i n g  an average tenure of ? year. The dates o f  office 

held by the different coramipsionero during t ‘:.is neriod, 

given below, show that there hag been hophasaadnean in 

postings and transfers  in rolotion to  th is  important o f f i c e  
in the Government,,

Name of the commissioner - Period of stay

Prom 2°

1 . Shri C.ii. Krishnaraurthi 30-6-1 967 13-3-1968

2 . Shri K. Saigal 14-3-1968 9-9-1 969

3. Shri R. Natarajan 1 0-9-1 969 24-4-1 970

4. Shri N.H. Kukerjee 1 -5-1 970 1 5-6-1 970

5. Shri P.N. Rau 1 6-6-1 97 0 8-11-1971

6. Shri G.D. Tripathi 10-1-1972 20r8-1 973

7. Shri BoP. Singh 20-8-1 973 4-12-1 973

8 . Shri S. Go swami 1 0-1 -1 974 30-6-1 976

9. Shri H. Pais 30-6-1 976 19-5-1977

10 . Shri B .K .  Mish'ra 23-5-1977 12-1 0-1 977

11. Shri D.K. Gangopadhyay 13-1 o-1 977

The short stay of the commissioners did not allow them

time even to understand the working of the department. 

Naturally, they have neither been able to give any direction 

to its functioning nor make any worthwhile contribution 

to the rationalisation of the tax structure.
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11.5 .4  In addition to the fact that the ogii™!:? r io te r s  
of taxes have been frequently  transferred ,  even during 
their short stay in office, they could not get the bene­

fit of advice and hel from a strony xean o f  senior taxa­

t io n  officials because, as cur description o f  the Jtiead- 
ouarters organisation shows, it i s  weak: aui inadequately 
staffed. If the various taxes arc to he o"?icievrt-ly 

aoj.iinistered car any reform of the tax system i s  to y i e ld  
worthwhile results, the organisation o f  the eadquarters 

of the department should be considerably strengthened.

We have to begin with the commissioner of taxes himself. 

The commissioner of taxes should be full time officer 

who should be alloweditf stay in the department for a 

period of 3 to 4 years. In order to give an incentive 

for a senior officer to accept this position and stay 

in it for a sufficiently long time, it is suggested that 

the commissioner should be given the super-time scale 

in the IAS cadre,

11.5 .5  For adequately strengthening the headquarters 

organisation, it would be necessary to create some new 

posts and to introduce a certain degree of functional 

specialisation. We are strongly of the opinion that the 

Government should create a new post of joint commissioner 

of taxes who would be second-in-command to the commi­

ssioner of taxes. This post should be manned by a senior 

official of the department who should be selected from 

among the top nfficials with a minimum number of years

of service to the credit, but solely on the basis of 

merit otherwise. He would be the top most technical 

adviser to the commissioner and should be authorised to 

exercise most of the powers of the commissioner when the



should be allowed to stay f o r  3 years 
necessary to  have a techn ica l  o f f i c e r

i t  i s ,  therefore 
o i s  only just

below the l e v e l  o f  the ooi'inissioner to g ive  advice tc  
the la x t e r  frankly and without' fea r .

11 .5 .6  Under the Commissioner aî d the joint feommissioner,

of taxes. Some functional specialisation at this level 

would be useful. Since the sales taxes are the most 

important revenue earners and their administration is 

especially complex, it would be desirable t o .have one 

of the deputy commissioners to be in charge of sales taxes 

alone. The second deputy commissioner should look after 

all the other taxes administered by the department. The 

third deputy commissioner should be incharge of all matters 

relating to training. In fact, he could be made con­

currently the principal of a training school for the tax 

officials of the State which we recommend should be es­

tablished as early as possible. The fourth deputy commi­

ssioner should be in charge of research, statistics and 

public relations. The office of this depwty pommissioner 

should have close co-ordination with the proposed Taxa­

tion Advisory Committee on the one hand and with the offices 

of superintendent of taxes who oarry out the actual assess­

ments. Besides, this deputy commissio*rer~may -alao.hear public 

complaints regarding the operations of the different taxes.

it is necessary to have 4 posts of deputy commissioners
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11.5 .7  Under the supervision of the different deputy 

commissioners of taxes, there should be seven assistant 

commissioners of taxes at the headquarters. Of these 

seven, two should look after the administration of the 

various taxes, one of them specialising in sales taxes; 

the third should look after legal matters including the 

formulation of amendments when needed; the fourth should 

be attached to the research and sta tist i^  wing; the 

fifth should look after matters relating&ppeal-p, the 

sixth should be engaged in work relating to training; 

and the seventh should be in charge of the enforcement 

branch.

Payment o2 tax

11 .5 .8  Under the existing procedures for the payment of 

tax, the dealers are first required to fill in a challan 

and get the entries checked by the assessing authority, 

who countersigns it. The challan ie then taken to the 

treasury to be passed by it. The treasury does not 

accept a challan unless it is countersigned by an officer 

of the Taxation Department. After the challen is passed 

by the treasury, the tax amount is to be deposited in

a branch of the State Baiflc of India. The dealer then 

submits the receipted challan alongwith his tax return 

to the concerned office of the superintendent of taxes.

As may be imagined, this is a long drawn out and time­

consuming procedure, requiring dealers to make four visits 

in all to different places for completing one transaction, 

namely, the payment of one instalment of tax.

11.5.9 The countersigning of the challan by the asse­

ssing authority after verification has been introduced

to ensure that the entry is made under the correct budge­
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tary accounting''head.' Because only one general form 

is used for the payment of several taxes, it hag been 

found in practice that entries are nade under the wrong 

heads by assessees.

11.5.10 The Sales Tax Acts do provide for the payment of 

tax by means of cheques. The dealers have complained 

that they are neatly inconvenienced by the present 

complicated and time-consuming procedure of payment of 

taxes. They would favour a system of payment through 

cheques. As far as they are concerned, this would out 

out all of the red tape, because they would just enclose 

a cheque alongwith the return and would have no more 

botheration. The department, however, does not encourage 

payment by means of cheques. The reasons for this seem 

to be, firstly, that there is possibility of cheques 

being dishonoured and secondly, that additional staff 

would be required for sending the challans to the 

treasury and then depositing the cheques in the bank.

It is true thq£ some additional work would have to be 

performed by the departmental officials, in case the 

payment is made through cheques. However, the most 

important consideration in this connection should be the 

convenience of the dealer who is voluntarily making an 

advance payment of the tax alongwith his return. It is 

unfair as well as counter-productive to shift the entire 

work on to the shoulders of the taxpayers. Moreover, 

we feel ^han;the fear of the cheques being dishonoured 

is somewhat exaggerated. Nevertheless, in order to take 

care of this apprehension we recommend that the dealers 

should be required to make payment by means of a demand 

draft. At the same time, the option of paying a tax in
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cash applying the normal procedure could also be re­

tained - but with one modification. If the challan for 

the payment of the tax is made separate for sales taxes 

and other taxes, that is to say, if  tv/o forms are intro­

duced instead of the existing general form, the problem 

of entry under wrong heads may not be a serious one. 

Therefore, with the introduction of two different forms, 

it should be possible to do without the requirement of 

the assessees getting the form verified in the first 

instance by the tax authority.

11.5.11 Representatives of trade organisations have 

pleaded that they should be allowed to deposit the tax 

not only in the State Bank of India but also in all the 

other nationalised banks. Since we have suggested that 

the option be given to assessees to pay the tax in cash, 

this plea of the trade needs to be taken into account.

As a first step, provision may be made for the payment 

of tax through certain selected nationalised banks.

Information system and research wing

11.5.12 We have earlier indicated that the Taxation De­

partment has no proper information system. Indeed, data 

are not being collected in a systematic manner or regular­

ly. The evaluation of the existing structure or an esti­

mate of the impact of any policy changes becomes impo­

ssible in the absence of adequate information. Emphasis 

must, therefor^ be given in the reform of the tax system

to the building up of a scientifically designed informa­

tion system and a research and statistics wing which would 

not only be in overall charge of collecting the informa­

tion but also would continuously undertake analysis for
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the benefit of policy makers.

11.5.13 At present there is only a skeleton s t a f f  fo r  
collecting statistics under an assistant coirmiissionGr o f  
taxes. This cell is understaffed and ill-equipred. We 
are o f  the opinion that the statistics wing o f  the head­

quarters organisation should be considerably expanded.
As we have suggested e a r l i e r ,  the wing should, be placed 
under the supervision o f  a deputy commissionor. Under 
him there should be one assistant commissioner o f  taxes, 

a deputy director (Statistics), three persons trained 

in economics and statistics and few research assistants 

or investigators, whose number would depend upon the 

volume of work that has to be done.

11.5 .14 Under the present arrangements, the assistant 

commissioner of taxes in-charge of statistics is drawn 

from the staff of the Directorate of Economics and 

Statistics of the State government. The same arrange­

ment could continue in the future. The assistant commi­

ssioner of taxes, so chosen, should be given advanced 

training in the collection and manipulation of tax statis­

tics by being deputed to a research institution or to

the Taxation Department of another State with a developed 

research wing. Certain other personnel who will work 

under him could also be taken from the Directorate.

11.5.15 The Research and Statistics wing should have 

the following major functions?

i) supervision of the collection of statistics?

ii) designing the means and methods of collect­
ing data;
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iii)  carrying out sample su’/veys of the trade, 

transport and other sectors of the State 

economy;

iv) continuing analysis of the data collected

and producing reports for the benefit of the 

department's officials and policy makers;

and

v ) enalysin of the impact and effects of pro­

posed canges in structure or rates of taxa­

tion-

1 1 . 5 .1 6  lor an efficient administration of the tax 

system and for the evaluation of its impact, it is 

necessary to have disaggregated» accurate and up-to- 

date information on the various aspects of the different 

taxes. The mca-t important aspects in regard to which 

data should be collected anl maintained relate to the 

number of taxpayers, the distribution of taxpayers by 

size of income, turnover or other basis of taxation, 

classification of turnover and yield by commodities in 

the case of sales tax, the impact of the different taxes 

on cost of production and the position of arrears in ' 

relation to collections for each tax. Information on 

all these aspects has to be collected through the device 

of the proper returns, conducting of occasional surveys 

and the flow of information on administrative details 

from the field units to the headquarters. Of these the 

most important means of collecting information is the 

basic tax return itself. \ One of the first tasks of the 

strengthened research and statistics wing should be to 

review the existing tax return a.nd to propose new ones 

in their place.
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Trr-ining and recruitment

i ll .  5.17 Under the e x is t in g  system, inspectors o f  taxer 
and superintendente o f  t r'xes ',rs part ly  aoromo ood from 
the lo ve r  ranks r-nd partly recruited directly. 75 per 

cent o f  I d ' s  arc promoted from the rankR o f  c lcrks  and 
assistants and the rernain.inf 25 per cert are d i r e c t l y  
recru ited .  In the case o f  surerintenden^ o f  taxes,
50 per cent are promoted from the rajiks o f  in»r>ectcr 

o f  taxes aid  50 per cent are d i r e c t l y  recru ited .  The 
posts of assistant commissioner o f  taxes and. deputy 

commissioner of taxes are filled solely through pro­

motion.

11.5.18 The minimum qualification for clerks as well 

as of inspector of taxes is matriculation, while that 
for direct recruitment of superintendent of taxes is 

graduation, since 75 per cent of inspectors of taxes are 

drawn from the ranks of clerks and 50 per cent of 

superintendents of taxes are drawn from the ranks of 

inspector of taxes, 37.5 per cent of superintendents of 

taxes would consist of individuals who enter as clerks 

and 12.5 p e ’ cent would consist of persons who enter as 

inspector of taxes, and hence about 50 per cent of the 

superintendent of taxes could he expected to he just 

matriculates. It would, therefore, be fair to conclude 

that the general education level of superintendent of 

taxes would not be too high.

11.5.19 Added to this is the fact that neither ins­

pectors of taxes nor the directly recruited superin­

tendent of taxes are given any special training in taxa­

tion matters. It is indeed surprising to note that a



superintendent of taxes directly recruited by the Assam Pu 

Ssvice Covtiissi on is straight away asked to undertake the 

assessment of tax liability. It is also necessary to 

point out that there is no provision for refresher cours­

es for officers who have been in the department for no^e 

time or for advanced training of senior officials who 

may be considered for promotion to higher ranks in course 

of time.

11.5.20 We believe that there should be some change in 

the system of recruitment and that without undue delay 

arrangements must be made for the adequate training of 

new entrants as well as for refresher courses to be 

conducted from time to time. The Taxation Department 

is especially weak at the ur>per levels. The general 

standard of sophistication and of educational qualifica­

tions not being very high, it is going to be difficult 

to find suitable personnel with the requisite knowledge, 

initiative and drive to man the additional posts at 1ftie 

headquarters that are to be created according to our 

recommendations. This problem has both its short-term 

and long-term aspects.

11.5.21 In the long run, attempts have to be made to 

raise the general standard of the officers of the de­

partment. We realise that it would be politically diffi­

cult to change the proportion of direct recruitment to 

promotion in favour of the former at the level of ins­

pector of taxes or of superintendent of taxes without

in some way compansating the aspiring candidates from 

the ranks. We would, therefore, recommend that as far 

as vacancies of inspector of taxes are concerned, 50 per
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cent may be directly recruited through a competitive 

examination with the proviso, however, that all the 

existing staff in the rank of clerks be f;ive.n the 

opportunity to appear at this exami.na+.ion provided 

they are below the age of 35 years. The other 50 per 

cent reserved for promotion would tr>e care of more 

senior people in the ranks of clerks who would not be 

able to avail themselves of the opportunity to take an 

examination. 'The change that we have recommended would 

serve to raise the standard of intelligence and ability 

of the inspector of taxes and, therefore, superintendent 

of taxes in course of time, but this is a long-term 

proposition.

11.5.22 As fax as the short-term is concerned, improve­

ment in the general level could be brought about only 

through the introduction of new blood at the interme­

diate stage. For this purpose, a new category of 

’’senior superintendent of taxes" should be created.

This would have a beneficient effect in the long run 

also. The grade for the senior superintendent of taxes 

should be Rs. 745-35-1025-BB-40-122 5. The senior superin­

tendent of taxes should be directly recruited through 

a competitive examination and the candidates for this 

post should be required to be graduates in Economics, 

Commerce or Laws, with not less than 5° per cent marks 

in the aggregate in their B.A. or B.Com. or LL.B degree 

examination. The purpose of creating this category 

would be lost if  we should reserve a quota for promotions 

because in any case the number of these posts will be 

small. To begin with, we would suggest that five senior 

superintendent of taxes should be recruited; in course 

of the next 5 years this number should be increased to 10.
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11.5.23 It. will be noticed that the -proposed scale for 

the senior superintendent of taxes overlaps with..*the 

existing scale of the superintendent of taxes. It 

should ‘be made clear that as far as promotion to the 

rank of assistant commissioner of is concerned, those 

in the new categories of senior superintendent of taxes 

and superintendent of taxes themselves would be consi­

dered at par, that is to say, both of them would, be 

eligible to be promoted to higher ranks on the basis

of merit.

11.5.24 As stated earlier, no proper facility exists 

at present for the training of the officers of the 

department. The department must, as early as possible, 

establish a training school of its own under the princi- 

palship of a deputy commissioner of taxes„ The deputy 

commissioner of taxes will be overall' in-charge of the 

training programmes for newly recruited persons and also 

of refresher courses and any in-service programmes for 

middle level and senior officials. In this connection, 

it is of interest to know that the Eastern Zonal Council 

has recently discussed a proposal for starting a Train­

ing Institute for sales tax officers in Eastern Zone.: 

However, no practical step has so far been taken to­

wards this end, perhaps, because of lack of finances.

We would suggest that the Government of Assam should 

establish a Tax Training Institute of its own, if  

possible, with the collaboration of some of the neigh­

bouring States who may be willing to share in the total 

capital as well as running costs. This would be a 

worthwhile proposition even if no subsidy is received 

from the Central government for this purpose.
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Enforcement

11.5.25 The enforcement wing does not at present have 

any worthwhile support from the statistical cello  If 

our proposal for the establishment of a full-fledged 

research and statistics wing is accepted, in course of 

time, adequate information would become available through 

the periodic surveys that will be undertaken by the 

said wing, for roping in various groups of tax evaders. 

Besides this, enforcement work would become much more 

effective if  the number of checkposts is increased

(as suggested earlier) and they are adequately staffed.

11.5.26 The enforcement wing does not have a police 

cell, wherever necessary, assistance from the police 

is sought by the wing. However, during the last few 

years there has been in existence a Bureau of Investi­

gation (Economic Offences), headed by an officer of 

the rank of inspector general of police. This Bureau 

has also been examining cases relating to sales taxes.

We feel that the present arrangement of the department 

seeking the assistance of the police when necessary is 

a satisfactory one and should continue.

Appeals

11. 5.27 Under the existing provisions the first appeal 

is made to a person working under the administrative 

control of the commissioner. This does not seem to be 

appropriate. In this connection,ihe observation of 

the Law Commission in its Twelfth Report on income tax 

may be noted. To quote, "On principle, it may appear 

objectionable that an agency wM.ch is under the direct
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control of Central Board of Revenue should be vested 

with jurisdiction to hear appeals from the orders of 

the income tax officer. Justice should not only be 

done, but should appear to be done and inspire confi­

dence in the persons concerned. It is an elementary 

principle of the law that a person should not be judge*?, 

in his own cause.'' The same objection could he ppplie-i 

to the procedure whereby the assistant commissioner .:f 

taxes (Appeals) or the commissioner of taxes vrorks as 

an aopellate authority for the cases assessed by offi­

cers working under him. On the part of the department, 

it is claimed that the appellate authority is not given 

any orders or directions in relation to this appellate 

work and that he is, therefore, exercising independent 

judgement. However, it is clear that influence could 

be brought to bear on the judicial mind in many subtle 

ways other than the issue of explicit orders. It would 

not be entirely without justification i f  the public 

should assume that departmental appellate officers woum 

be unconsciously following the wishes of the department 

in giving decisions and would hesitate before taking a 

view which would not be entirely palatable to the de­

partment. We would, therefore, urge that the appellate 

authority for tax matters should be separated from the 

main body of the administration.

11.5.28 With this objective in view we would urge that 

consideration be given to the establishment of a tribu­

nal for the taxes administered by the department, along 

the lines suggested by the Taxation Enquiry Commission 

(1953-54). The tribunal should consist of senior persons 

having judicial, accountancy or business experience.
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This tribunal would be the revision authority. The 

assistant commissioner of taxes (Appeals), who are at 

present working under the supervision of the commissioner 

of taxes should come under the tribunal. These two 

appellate authorities should be independent of the 

commissioner of taxes. If experienced and knovrledgeab le 

persons in the different fields mentioned above are 

appointed to the tribunal, that body would be able to 

inspire confidence in the minds of the public and the 

entire work relating to appeals could be improved.

Advisory committees

11.5.29 At present there is no means of formal contact 

between the Taxation Department on the one hand and the 

assessees and the'-general public on the other. We feel 

that it will be of great advantage to constitute a Taxa­

tion Advisory Committee consisting of representatives 

of sectors of trade and industry directly affected by 

the various taxes. The joint commissioner of taxes 

could be the convener of this Committee. The Committee 

should be convened at least once every quarter and vari­

ous problems relating to tax administration, tax compli­

ance, convenience to tax payers and ambiguities in law 

could be discussed at these meetings. The Committee 

could also request the department t) undertake studies on 

particular aspects of the functioning of the tax system.

11.5 .30 If  the Tax Advisory Committee at the State level 

functions successfully and proves to be useful, the 

Government may think of constituting Local Advisory Commi­

ttees, at the level of each division which could also 

serve purpose of bringing the body of the tax payers and
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the Taxation Department together at an informal l e v e l .  

These local committees could be used as a forum by the 

department to  explain changes in the provisions o f  ’ ay 

alongwith the justification fo r  changes as also to 

fa m i l ia r i s e  the tax paying public with the provis ion 
o f  new l e g i s la t i o n  that may be introduced.

Office premises and amenit les

11.5.31 As the State was reorganised in  197r -71» the 
headquarters office v/as shifter! from Shillong to Gauhati. 

At present this office is housed in temporary, hired 

accommodation. The space occupied by the headquarters 

office is quite limited. For a proper functioning and 

staffing, the headquarters would require four to five 

times the space at present occupied.

11.5.32 The offices of the superintendent of taxes that 

we visited were also accommodated within small buildings 

and were without several amenities that should be provided 

to the visiting assessees such as sitting accommodation, 

provision of drinking water, space to move about, etc.

It is important that the offices of the sales tax officer 

be located in more spacious building.



XII. SUMMARY 01' COjJOLUBIOi'hj AiJD 
ilEC OMMiMD AT1 Orl 3

1. G-eneral Economic Background

12.1.1 The State of Assam is situated at the periphery 

of India and is endowed with rich natural resources.

The area under forest, accounting for 28,500 sq. kms. 

forms around 56 per cent of the to*al area of the State*

( para 1.1.1)

12 .1n2 According to the 1971 census, the total popu­

lation of Assam was 1.46 crores and the density of popu­

lation was 186 per sq. km. The population in the State 

increased by 23 per cent during the decade 1961-71.

(para 1.1.2)

12.1.3 During the period 1960-61 to 1975-76, per capita 

SDP of Assam increased by 0.9 per cent from b .251.3 to

Rs.297*9 at current prices, while the per capita income in 

the countiy rose by 1.1 per cent from Rs.293.2 to is.348.8. 

The SDP of Assam measured at 1948-49 prices increased 

relatively more than the NNP of India, but the per capita 

income of Assam increased at a relatively slower rate than 

that of India as a whole.

(para 1.2.1)

12.1.4 Among the different sectors, agriculture has 

grown at the lowest rate, and its contribution to SDP 

when measured at constant prices has declined during the 

period 1960-61 to 1975-76. The service sector has grown 

at the highest rate, and it is noteworthy that manufact­

uring, mining and construction have increased their share 

in SDP.

(para 1.2.3)
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12.1.5 The change in the composition of bDP at con­

stant prices indicates that the industrial sector has 

grown at a rather low rate. Jhe poor state of indust­

rialisation of the State can be ascribed to many reasons.

The State is characterised by hilly areas. The infra­

structural facilities like mot or able ro.ads and power 

generation are inadequate. Another important reason is

that a substantial part of earnings of such seasonal migrants 

which are saved are not available for being ploughed 

back into the econoiry and are remitted outside the State. 

Similarly, the corporate sector and trade are in the 

hands of persons exercising control from outside and 

who are remitting profits outside Assam. Such remitt­

ances are not benefiting the econony of Assam either 

by way of additional investments or by other spread 

effects.

(paras 1 .3 .6 , 1.3.8)

12.1.6 Rail and road-borne trade indicates that the 

commodity flows into and out of Assam are more or less 

balanced. There is a regular outflow of monetary income 

also from Assam. The monetary outflows exceeded the 

inflows by 9 per cent of the State income.

( para 1.5.1)

12.1.7 Assam remains a backward State in the field 

of power generation and its use. The pace cf rural 

electrification is very slow. The use of power for agri­

cultural development was given little attention, for

it was believed that the State did not need much of 

irrigation facilities due to abundant rainfall.

(para 1.6.2)
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12.1.8 Railways serve as the main communication link 

between Assam and the rest of India, bince rail tran­

sport cannot reach the interior hill areas, they are 

entirely dependent on roads, but the position of sur­

faced roads is also worse.

(para 1.6.3)

12.1.9 Anotner important aspe ;t ;f the economy is that 

Assam acts as a centre for procurement o.t goous from 

other parts of India to be supplied to a number of 

smaller Statee and Union Territories surrounding it.

This entrepot characteristic of the State is of consi­

derable significance,

(para 1.7.3)

2. Review of the State Tax System

12.2.1 The tax system of the State of Assam has under­

gone perceptible changes over time, in terms of both tne 

absolute and relative contributions of different sources 

of revenue to the State iSxchequer. Relative contributions 

have substantially changed over time, and according to 

Budget iSstimates for 1977-78, grants-in-aid contribute 

4-0 per cent of total revenue followed by State taxes 

(26 per cent), shared taxes (19 per cent) and non-tax 

revenue (15 per cent). More than half of the revenue 

of the State are derived from the Centre. The most sig­

nificant point to note is that in the all-states' picture, 

the share of States' own taxes has increased and is now 

4-7 per c§nt, while their share in Assam has fallen and 

is now much lower than the all-States* average at 26 

per cent,

(para 2.1.1)
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12.2.2 2he share o f  State taxes nas also fa l le i :
the three neighbouring Jt ,/: 33 o: 3i.i.-r, Gri . a and ^est 

Bengal, hut tne percent.-5,;,e fall has Deen men less tnan 

in Assam. Thus, not only in relation to tne all-St a'&es 

average, but also in comparison wit a the situation in 

the neighbouring btates, there has been a marked decline 

in the importance of own tax revenue in Assam.

(p e ras 2 .1 .2 , 2 .1 .3)

12.2.3 i‘he oales tax groups consisting of the general 

sales tax, the Oentral sales tax, sales tax on motor 

spirit and purchase tax, has remained the most significant 

source of revenue and its relative contribution has 

increased from 23.5 per cent o f  total State tax revenue

in 1960-61 to 44.6 per cent in 1j76-7 7 . The sharq of 

agricultural income tax, which was around 22.8 per cent 

in 1960-61, declined to 8.6 per cent- in 1970-71, but again 

rose to a record 27.6 per cent in 1976-77, exceeding the 

share of even the general sales tax. It would still be 

true to say that the sales tax group occupies the central 

place in the overall tax structure of the State.

(para 2 .2 .1 )

12.2.4 As regards other State taxes, some have more or 

less maintained their proportionate contribution, while 

the rest have significantly declined in fiscal signifi­

cance. Taxes in the former category are the profession 

tax and stamp duty and registration fee among direct 

taxes and the passenger and goods tax, motor vehicles tax, 

entertainment tax and electricity duty among indirect 

taxes. Although sales taxes play a somewhat smaller role
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in Assam than in the neigheo -.iring St u'o es, their tax 

structures are more diversified t-lan that of Assam.

vparas 2 .2 .2 , 2 ,2 .5)

12.2.5 Ihe buoyancy and elasticity coefficients of 

Assam's tax structure for the period 1963-64 to 1975-76, 

at 0.81 and 0 . 70 , are significantly lower than the all- 

India averages of 1.26 and 1.02 respectively. Even as 

compared to the buoyancy and els'..: iuit ies of States taxes 

of three major States in the eastern region, Assam's

are low, in act they are the lowest among the States 

compared.

(para 2 .3 .3 )

12.2.6 Assam was able to capture, on an average, only 

fo.2.79 as tax revenue through its State taxes (tj.2.01 

through indirect taxes and fc.0.78 through direct taxes) 

of every increase of ;.s.100 of SDP during the period 

1963-64 to 1975” 76. 'J?he rate is just 45.7 per cent of 

the all-India average of Ls. 6 . 1 0  per i.s.100 and lower than 

what the neighbouring States could achieve.

(para 2.3.10)

12.2.7  Among the individual taxys in Assam, the general 

sales tax and the Central sales tax, electricity duty and 

the entertainment tax were highly buoyant. All but the 

last were also elastic and the entertainment tax had

an elasticity near.unity. The buoyancy and elasticity 

of Assam's sales taxes are higher than tho^e in west 

Bengal, Bihar and Orissa.

(paras 2.3.13, 2.3.15)
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12.2.8 as far as mobilising additional tax revenue

is concerned., our analysis showc- tnat tiie eifon  main u a- 

ined during 1964-65 to 1966-69 was not kept up, t ®  was 

considerably slackened during 196 }~70 to 197t>“ r;0. 

during the former period, over half of one increase m  tax 

revenue seemb to have been due to additional tax measures;, 

in the latter the corresponding contribution of additional 

tax measures was only about i2 per cent.

i,para 2 .3 .18 to 2.3.20)

12.2.9 £he tax burden can be measured either in per 

capita terms or in terms of tne ratio of taxation to 

income. As of 1975“76, the per capita tax burden in 

Assam is only lu.34.8 as compared to the all States' 

average of Li.59.7. However, tne per capita tax burden 

was higner in Assam in that y jar than in Bihar or Orissa.

As of 1975“ 76, the State tax ratio in Assam is distinctly 

lower than that for all States taken together. It is 

also lower than in West Bengal, but higher than in both 

Bihar and Orissa. It can, therefore, be concluded that 

the burden of State taxes in relation to State income in 

Assam compares favourably with that in two of tne less 

developed neighbouring States. Por purposes of tax policy 

formulation, however, it needs to be borne in mind that 

tne tax ratio in Assam is well below the national average.

(paras 2 .4 .2 , 2 .4 .3)

12.2.10 It is seen that if allowance is made for diff­

erences in per capita income and the degree of urbanisation, 

Assam is shown to make more or less average tax effort, 

whereas such States as Karnataka, Kerala and ‘.Tamil if adu



are shown to be making tax effort significantly above

the average. It would be fdiir to conclv.de that there

is scope for further utilisation of the taxable capa­

city of the State.

' ( p ar a 2.5.5)

3. An Approach to the Reform of the StaJ. ~ Tree
System of Assam

12.3.1 Tlve lower tax ratio in can o explained

by the lower per capita income and. t> lower degree cf 

urbanisation. ‘But even if  allowances are made for these

two .factors, the performance of Assam is net significantly 

above average. The task of tax reform in Assam has to 

be based on the premises that the level of taxation in 

Assam can be significantly increased and that there is 

urgent need to increase the income elasticity of the 

system.

(para 3 .1 .2 )

12.3.2 It can be expected that as industrialisation 

proceeds and brings in a greater degree of urbanisation, 

the elasticity of the tax system would improve. At the 

same time structural changes in the tax system .and admi­

nistrative improvements are also needed to improve tax 

performance. In a relatively under-developed State such 

as Assam, the way to raise revenue in the long run is

to promote industrial development and to re-fashion the 

structure of taxation so that it can capfcttre automatically 

a sizable proportion of the r dditional incomes generated 

in the course of development. It would be counter produ­

ctive to raise rates without due regard to economic con­

siderations in an attempts to maximise short-term revenue.

- 376 -

(-3,1.3)
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12 o » 3  '-Hie tax system o f  St at e in a sub- system in 
tne seit.c til  at i t  covers only a pact c l  tne t e r r i t o r y  
o f  tiie nation. In build ing a tax system within a 
region, the p o s s ib i l i t y  of d ivers ion  of trade and inves­
tment has to bo kept in view, ouch a p o s s ib i l i t y  acts 
as a constraint and. to  some extent one is  forced to  f a l l  
in l in e  with the average behaviour o f  the neighbouring 
St at es.

( para 5.2.1 )

12.3.4 The aim of a otate government would naturally 

be to maximise the flow of revenue to itself, but in 

attempts to do so it is necessary to keep in mind broad 

national objectives, inter-dependence of the different 

parts of the country and inter-State equity. At the same 

time, a State government has to safeguard its own interests 

and would be justified in adjusting its tax structure so

as to extract contributions from the major sectors of 

economic activity within its borders.

(para 3.2.2%

12.3.5 The basic objectives of tax reform have been 

conceived to be to evolve a structure of taxation for 

Assam which is (i) inc ome-elastic (ii.) equitable 

(iii )  conducive to rapid economic development (iv) in 

consonance with the tax structures of the neighbouring 

States and (v) in conformity with national guidelines.

(para 3 .3 .1 )

4. Agricultural Income Tax

12.4.1 The two taxes falling on agricultural income 

are the land revenue and the agricultural income tax.



Although, unlike in most other otates, there he; 'e Ivun 

periodic resettlements of land revenue in Assam, the 

yield of that source'of revenue Iui3 been lagging far 

behind the growth of SDP and of agricultural incorue.

Assam is one of the five states v/hich effectively levies 

aud administers the agricultural income tax. The revenue 

from the agricultural income tax in Assam is almost entire 

derived from the tax on tne incomes of t e a  plantations. 

During 1j6v~6 1 to 1976-77, the percentage share of tne 

.agricultural income tax in State tax revenue has been 

widely fluctuating ranging between 4.2 per cent and

27.6 per cent.

(paras 4 .1 .1 , 4 .2 .3 , 4 .2 .4 )

12.4.2 As in the case of the general income tax, tne 

rate structure of the agricultural income tax in Assam 

is based on the slab system. The rates of the tax on 

different slabs range between 14 per cent and 70 per cent 

of the amount by which total agricultural income exceeds 

Rs.8,000. The highest progressivity in tax rates is witne­

ssed in Karnataka (2.16) followed by Kerala (2 .15 ), Assam 

(2 .07 ), West Bengal (2.03) and Tamil hadu (1 .89 ). In the 

caae of companies, unlike corporation income tax, the 

agricultural income tax is levied on a more progressive 

basis.
(paras 4 .3 .7 , 4 .3 .9 , 4 .4 .3 )

12.4.3 The analysis of assessment data reveals that 

advaice payment of the tax arising on account of self­

assessment constitutes the bulk of the total demand during 

a year. It increased from 2.2 per cent of the total 

demand in 1971-72 to 91.2 per cent in 1976-77. The
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. proportion of arrears has ..o.u- down from 19 per cent 

in 1971-72 to 7.5 per cait in 1970-77. -‘■'■'le amount of

arrears have remained more or less at ntion.-uy rosulting 

in a declining trend in the ratio of arrears to collec­

tion. Assuming 10 per cent as the normal level of 

arrears, t^e problem of arrears can bejsaid to be of 

a serious dimension in this tax. . On the brfsis of infor­

mation available in the Taxation 'Depart noiit, it seems 

that tile experiment of having a superintendent of taxes 

(Recovery) for Gauhati has been very successful. We 

recommend the way for having a superintendent of taxes 

(Recovery) for 'Tinsukia also.

(paras 4 .5 .17 , 4 .5 .20 , 4.5.22)

12.4.4 Among the modes of tax evasion, the most impor­

tant is"through the under-reporting of income. With only 

two officers working for the agricultural income tax, it 

has been very difficult to enforce this tax and minimise 

the extent of under-reporting of incomes.

(para 4.5.24)

12.4.5 costs of. collection of the agricultural 

income tax are seen to constitute quite a low proportion 

of the yield from this tax, 0.4 per cent in 1965-66 and 0.1 

per cent in 1976-77. £he low cost of collection can

■1 Joe ascribed to,a small number of staff engaged in the 

work of the assessment and collection of this tax, as 

well as to the acceptance by the 'Taxation Department 

of the assessment cf incomes of tea companies made by 

the Central Income Tax Department.

(paras 4.5.25, 4.5.26)
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12 .b . 6 The agricultural income tax falling rn non-tea 
assessees yields only around. Hs .3^,000 a year. It may 

not be worthwhile to  increase the number o f  officers 

and the cost of collection, because it is  very  doubtful 

that, as a result, there will be anything like a pro­

portionate increase in revenue. In the s itua t ion  pre­

vailing in Assam, we feel that it is necessary to 

think of an alternative way of getting a proportionately 

larger contribution from the better off agriculturists 

rather than continue to rely on the agricultural income 

tax.

. (para if. 6.1 )

12.!+.7 jn any case it would seem that the existing 

exemptifn limit of Rs.8,000/- is too low in the sense 

that the Government is only able to get a very meagre 

contribution from those whose incomes are Rs.2,000 to

Rs.3,000 above this limit. Indeed it would be alto­

gether beneficial if the exemption limit could be 

raised to Rs.15,000/-. Then the Income Tax Department 

would have t* deal with a small number of assessees and, 

therefore, cjuld profitably concentrate on the bigger 

cases. We would suggest that the raising of the exemp­

tion limit for the agricultural income tax to Rs.15,000 

should be accompanied by the levy cf a progressive sur­

charge on land revenue. Resettlement operations in 

regard to land revenue have been regularly taking place 

in Assam. Therefore, the levy if a surcharge #n the 

basis of land revenue could not be subject to the usual 

argument that it would tend to exaggerate the distortions
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already present, which may be true o f  3t a t os in which 
no resettlement operation has taken plac -j f o r  several  
decades. The ex is t ing  30 per cent surcharge may be merged 
with the proposed progressive surcharge. Since the

agr icu l tu ra l  income tax would continue to be lev ied  ?n 
incomes above Rs.15,000, i t  should be provided that 
the surcharge on land revenue would be g iven c red i t  
against the ag r icu l tu ra l  income tax paid in those cases.

(paras if.6.2 to *f.6.*f)

12.it-.8 Raising the exemption limit from Rs.8,000 to 

Rs.15,000 would require some restructuring of the exist­

ing rates of the agricultural income tax. The revised 

rate schedule may be as given below:

Income level
(RsTT

1 5,00'1 

20,001

25.001
50.001 
75,001

1,00,000

o - 15,000 
-  20,000 

- 25,000
- 5 0 ,ooo
- 75,000 

- 1 , 00,000  

-and above

Rate 
(per cent)

0

20

3°

IfO

50

60

70

(para *+.6.5)

12 .^ .9  We feel that it would be proper from many p»ints 

of view for the Government of Assam to subject the 

incomes of tea companies to the rater, applicable to non- 

agricultural corporate incomes under the Central income
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tax. Foreign companies could be subject to the sane 

rate of tax as province for under the Central Income 

Tax Act for the non-agr icultural income of such companies. 

As far as domestic companies are concerned it could be 

argued that the sane rates as are provided for under 

the Central enactment could not bo applied because in 

the case of income from tea companies, it is not possible 

for the State government to tax the dividends i;.i the 

hand of the shareholders. In order that there mqy be no 

loss in revenue in any given year the switch over to the 

corporate tax structure may be made gradually. It is 

open to the Government to impose a surcharge on the basic 

corporate tax if circumstances should arise in which 

companies would be making abnormal profits.

(para 4 .6 .6 )

12.4.10 According to calculations made by the Taxation 

Department, the aggregate income of company assessees 

has gone up by about 65 per cent as a result of this 

spurt in the tea prices in the world. On the other hand, 

according to one calculation made by the same department, 

the incidence of Central and State taxes on production 

and income of tea companies comes to only Rs.1.83 per 

kilogram. Should tea prices decline there would be case 

for a lowering of the average burden of the agricultural 

income tax on tea companies. This could be partly 

achieved by the switchover to the corporate tax structure. 

Meanwhile, it would be worthwhile for the Government to 

continuously keep under review the impact of the income 

%ax on companies on the funds available for redevelopment 

of old tea estates and development of new ones.

(para 4.6.7)
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5. Sales Taxes «. Analysis of Structure

12.5.1 The Assam Sales Tax Act was introduced to levy 

a general s. les tax at the last point effective from 

December 2;+ , 19*+/* ihe Assam Finance bales Tax was a 

first point levy on a few commodities levied with effect 

from July 1, 1956. The :ax on motor spirit and lubri­

cants was firtit levied in 1939? but has been substituted 

by a new enactment called the Assam (Sales of Petroleum 

a n d  Petroleum Products including Motor Spirit and Lubri­

cants) Taxation Act, 1955* Like many other States,

Assam also levies a purchase tax on some commodities 

through the Assam Purchase Tax Act, 1957-

(para 5-1 .2 to 5-1 *5)

12 .5 .2  Thoughr of comparatively recent origin, sales 

taxes have come to occupy a very important place in the 

fiscal structure of Assam. Al«ng with the tremendous 

growth in absolute terms, the relative importance of 

the tax has also increased over the years. During the 

period 1960-61 to 1976-77 sales tax revenue increased

at a compound rate of 15 per cent per annum. During the 

same period, the growth of tax revenue excluding sales 

taxes was of the order of 5*6 per cent per annum.

(paras 5*2.1 to 5*2.3)

12.5.3 AST and AFST denote the last and the first point 

taxes, respectively. Whereas the State collected more 

than 50 Per cent of the revenue in 1960-61 from the last 

point .tax, the yield from it has come down to a meagre

10 per cent of the total yield of sales taxes in 1976-77.
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This shift is mainly due to the shift of commodi’cies 

from the last point to the first point levy. The revenue 

from the sales tax on petroleum products and lubricants 

(mST) has shown a trend similar to that of the comoined 

revenue from AST and AFST. The Central sales tax (CST) 

has recorded a very high rate of growth. Such a high 

period rate of growth is attributable to a special factir.

(paras 5*2.5 to 5-2.7)

12 .5 .^  The commodity composition of yield of State 

sales taxes highlights the fact that the State is 

heavily dependent upon petroleum products.

(para 5*2.9)

12 .5 .5  Although the buoyancy *f sales taxes in the 

State is higher than that of a few neighbouring States, 

it is not high when cofhpared te many *ther States. The 

income elasticity of total sales tax revenue in Assam 

is not high as compared to many other States. It is of 

the order of 1 as compared to 1 .6  in Bihar. Although, 

it is higher than in West Bengal (1 .2 ), it is much 

lower than in many other States where the elasticity

is of even higher magnitude.

(paras 5 .2 .10 , 5.2.11 )

12 .5 .6  As in other States, in Assam too, various exemp­

tions are granted from the sales tax. First come, goods 

which may broadly be considered as basic necessities.

The second type of exemptions are granted for go»ds sold 

to, or by particular social or economic institutions or
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units. Thirdly, there are exemptions granted in order 

to fulfil obligations arising from inter-State or inter­

national agreements. Fourthly, certain producer goods 

or inputs used in agriculture or by small scale indust­

ries are exempted. Lastly, there are sorse exemptions 

froc sales taxation granted because the goods crncernee. 

are ta^ed under a different statute by the State . 

itself or by the Union governs re through an agreement 

' : , ' i t h  t n e  S t a t e s .

(paras 5.3 .1 ,5-3.2, 5.3 .5 to 
5 .3 .9 )

12.5.7  The rate structure #f general sales taxes in 

Assam is fairly simple, there are seven rate categories 

under general sales taxation applicable to various goods 

other than liquor. The major aspects of the tax structure 

are as follows. First, the differential and higher taxa­

tion of certain categories of goods is sought to be achie­

ved through the first-point levy. Second, low rates of 

tax ranging from 2 to ^ per cent are applied to goods which 

are necessities, or are agricultural or other basic raw 

materials, or are covered by the list of declared goods. 

There is then a ’general' rate, applicable to the majority 

of goods, which is 6 per cent under AST and 7 per cent 

under AFST. Lastly, special rates on luxury goods and 

liquor, to which the higher rates ranging from 12 to 25 
per cent are applied. An odd rate of 10 per cent is 

applied to cement. The reason for this special treatment 

is not clear.

(paras 5 A .1 to 5-^.3)
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12.5.8  The fact that many necessities are exempted, or 

if taxed, are taxed at relatively low rates, and the 

higher taxation of non-necessities and luxuries, serve 

to make the tax structure broadly progressive.

(para 5*l+*lO

12.5.9  Apart from the general sales taxes (AST and 

AFST), there are of course the purchase tax and the 

MST. Bates of purchase tax vary between 2 and If per 

cent.

(para 5*i+*5)

12.5.10 The main point about the rate structure of the 

MST to note here is that most of the rates under the 

MST are specific rates.

(para 5«1+.6)

12.5„11 A comparison of rates of general sales tax in 

Assan with those in the States in its neighbourhood 

reveals that the level of taxation of necessities in 

Assam is the same as that of West Bengal but is relati­

vely low in comparison to Bihar and Orissa.

(para 5«1+«7)

12.5-12 In Assam although certain inputs are exempted 

from tax and a few others are taxed at a moderate rate, 

no systematic or comprehensive exemption is being granted 

to inputs sold to manufacturers. Two inputs that are 

exempted are sugarcane and chemical fertilisers. All 

other inputs are now being taxed either at V per cent
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or s.t 6-7 per cent. The lower rats of lt- per cent is 

charged only if the raw materials happen to be declared 

goods.

(para 5-5-2)

1,1.5.13 The AST does provide for tne grant of conces­

sional treatment to, or total exemption of, raw materials 

sold to manufacturers, wnich would be physically embo­

died in the final products. Notwithstanding the provi­

sion, no rules have been framed under the Act. Again 

in the Assam Finance (Sales Tax) Rules? 1956, a provi- : 

sion for exemption for sales tax paid or raw materials 

was made. At the time of enactment the provision was 

unconditional. It was changed in 197*1, making the new 

clause retrospective from January 1, 1 96 6 . In the 

revised rules, some conditions were laid down for the 

refund of the tax.

(para 5-5-3)

12.5.1*+ If the sales tax system of the State is to 

subserve broad social and economic objectives and if it 

is to be a flexible instrument in the hands of the 

State, it is imperative that the separate enactments 

levying different sales taxes be unified into a single 

integrated Act. The consolidation of the different Acts 

into a single Act may be seen to be the prerequisite for 

steps that need to be taken towards the rationalisation 

of the sales tax system and improvement of its adminis­

tration .

(paras 5-6.3 , 5-6.*+•)



1 2 . 5 . 1 5  As of n'-w, among tne commodities subjected to 

the general sales taxes, 69 commodity groups are taxed 

at the stage of first sale and the rest at the last 

point. The choice between the first-and the- last point 

levies seems to have been decided largely, or even 

mainly, on administrative consideration, including the 

fact that under the first-point levy, a large number

of dealers would be freed v;f the obligation to deal with 

sales tax officials. But the economic considerations 

are no less important. The aim should be to build up a 

tax system which, while being income elastic and produc­

tive of sufficient revenue, also satisfies major economic 

criteria and fulfil the State's as well as national 

objectives.

(paras 5 .6 .5 , 5-6.8)

12.5.16 We recommend that the first-point tax be levied 

on the 27 commodities listed in the text, because the 

administrative a d v a n t a g e  of the first-point tax would be 

overwhelming in their cases. I n  respect of those commo­

dities, where there is a large risk of evasion at the 

first point, it would be of advantage to have a double­

point tax. Such commodities are» toilet articles, elec­

trical goods, hardware, building materials, motor parts 

and accessories, carpets, machinery, chemicals, timber 

a n d  plywood. The products subjected to the MST an d  those 

that would be brought under the purchase tax may be 

taxed (as now) at the first point. All other commodi­

ties (excluding exempted commodities to be discussed 

below) should be subjected to the last point tax.

(paras 5 .6 .1 1 , 5.6.13, 5 -6 . 1 ^)
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12.5.17 i'he turnover exempt ion level for dealers in

last point .'Vocds be raised from tne present 12,000

to - .4-0,000 in two stages; first tc : .30,000 and after

3 years to b.40,000. The increase in tne exemption level 

will not lead to any fall in revenues because what we 

a::e essentially do in- is to shift the point of taxation 

oo an earlier sta^je, that is, to the s ' o of dealers 

bavins; a turnover of , ,.30,000 o r  L . 40,000. On the con­

trary, as a result of the reduction in the number of 

assessees to be dealt with, we may expect an improvement 

in administrative efficiency which would tend to boost 

revenues.

(paras 5 .6 .14 , 5.6.15)

12.5.18 'We recommend that edible oils, including rape-

seed oil, mustar^ . oil, and' ghee be taxed at the last-

point at the rate of 4 per cent.

(para 5.6.17)

12.5.19 There are some articles such as pencils, writing 

paper, ink, nibs, erasers etc., which are exempted from 

tax, on the production of a certificates from the head

of an educational institition to the effect that these 

articles are needed for use by students. This type of 

conditional exemption dependent upon production of cer­

tificate is not only cumbersome in operation but is also 

susceptible of abuse. We recommend that this provision 

be deleted and the relevant goods be brought under tax 

at 4 per c ent.

(para 5.6.18)

12.5.20 We would recommend that the 'xovernment should 

carefully re-consider the desirability or otherwise of
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granting complete exemption in tiie following cases; 

f^rurvedic, homeopathic and unani medicines, Endi and ;- 

Muga cloth and hand woven silk cloth (Pat; when produced 

by co-operatives. A tax at a moderate rate of 2 per cent 

may be levied on the now exempted medicines, subject to 

administrative feasibility. As regards Sndi, Muga and Pat, 

these are all products to be placed in the class of 

luxuries, nowever, since they are being produced in the 

handloom sector, they are not to be taxed at luxury 

rates. We would, therefore, suggest that the u-overnment 

might examine the implications of levying a 4 per cent 

rate of tax on these silk varieties.

(para 5.6.19)

12.5.21 Since Sikkim has become part of the Indian 

Mission, it does not seem necessary to continue the 

exemption in respect of goods exported to that otate.

We recommend that the Government may remove the exemption 

after ascertaining whether other States are continuing 

to grant such an exemption.

(para 5.6.20)

12.5.22 As regards inputs, re-consideration of the com­

plete exemption granted to cotton, sugarcane sold to 

factories and rubberised sheets and waterproof fabrics 

is necessary. In our view, the low rate of tax that

we are recommending for the taxation of inputs sold to 

manufacturers, could be applied to cotton and sugarcane.

And the tax on the latter could vary well be a purchase tax.

(para 5.6.21)
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12.5.23 As regards neeessities, we would rec oicmend that 

niust3.rd and rape seed oil be taxed at 4 per cent. 'Uiie 

purchase tax on paddy be abolished.

( parao 5.6.23* 5.6.24)

12.5.24 Most luxury goods are now taxed at 12 per cent:, 

but there are some articles like ,^old ana embroidery 

work, ladies hand-bags and vanir" purt^s,, all kixius of 

leather goods excluding footwear, table cutlery, chinar 

wares and fire works which are taxed at the rates of

6 and 7 per cent. We recommend that these goods snould 

be subjected to-tax at the rate of 10 p^r cent.

(para 5.6.25) .

12.5.25 In the case of raw materials, the ultimate aim 

should be to provide full set-off in respect of taxes 

paid on all inputs used for further production including 

consumable stores, buch a provision for a set-off only 

means that a manufacturer pays tax on his output and 

claims a refund for the taxes he has paid on inputs.

’ (para 5.6.31)

12.5.26 Before introducing a provision for general set­

off it would be necessary to develop special administrative 

capacity to administer such a provision, l'here is also 

the revenue aspect to be considered. Keeping the relevant 

factors in mind, we recommend, for the present, that the 

Government may only extend concessional treatment to raw 

materials. It mqy be stipulated that raw materials used

by taxable manufacturer will be subject to tax only at 

the rate of 2 per cent. In order to prevent any attempt 

by manufactuers benefiting from this concessional
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'treatment to move the final goods out of the State on 

stock transfer so that they may completely escape tax­

ation, a provision mqy be introduced to tne effect that 

the concessional treatment would be withdrawn, i .e . ,  that 

tne full rate of tax would be collected, if tne concerned 

final products are not s'old within tlie btate. I1 or the 

present only raw materials that would be physically ■ 

embodied in the final products ana packin0 materials way 

be.extended this treatment.

(para 5.6.32)

12.5.27 The tax on packing materials has been an impor­

tant concern for the dealers in the btate. io avoid

difficulties, it is recommended that packing materials 

should, generally speaking, be taxed at the same rate

as is applicable to the goods that are packed.

. (para 5.6.33)

12.5.28 One of the important questionsrelates to rates 

of tax on motor spirit and lubricants, 'whereas all the 

other commodities under sales taxes in tne otate have

ad valorem rates, most of the commodities in the petro­

leum family are exceptions. It is, recommended that the 

taxes on all the commodities in this group should be con­

verted to an ad valorem basis, ihe rates should be

revised upward. iovever, we do not suggest any specific 

rates of increase, we suggest that the extent of upward 

revision in different cases should be decided up keeping 

in view the effect on diversion on trade to the small 

neighbouring States.

(para 5.6.34)
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12.5 • 29 The ease ox the C oT in Ass sis io Î'ccied bt/ the 

provision in the Act lor t:iu exclusion of inter-Jt ate 

sales to any dealer in Heghalaya, I-iis or am and Arimachal 

Pradesh. In view of the loss of revenue v/hich is likely 

to increase in the year 3 to come, we recommend that inter­

state sales to Arunachal Pradesu and Mizoram be brought 

under Tax.

(paras 5 .6 .35 , 5.6.37)

12.5.30 The problem of stock transfer is endemic and co­

mmon to all the States. however, it is especially rele­

vant in the case of Assam because a very large proportion 

of the most important products of the estates has to be 

sent outside the State. In respect of timber, it is 

certainly a matter for serious consideration that the 

State is unable to collect any worthwhile amount by way 

of sales tax. The change in definition of the term 

"goods" will go part of the way to solve this problem. 

However, a real solution will be found only if stock 

transfers themselves are brought under tax at least under 

certain conditions, through a change in the Central law 

defining an inter-State sale. we would, in this connection, 

like the Government of Assam to look at the problem in

the total perspective.

(para 5 .6 .38 , 5 .6.39)

12.5.31 The Jha Committee has made certain recommendations 

regarding the introduction of a tax on particular kinds

of services to bo imposed by the Centre and to be collected 

and retained by the States. The implementation of this 

recommendation, however, would require the enactment of 

tne necessary legislation by the Centre. It would be
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lathe in terest  oi the St; ate .oer.a ients to urge t...e u■ a 
to give urgent conr-iOeration 00 this a..atter,

' (pare 5.6.41)

6. bales faxes Analysis o f  G p o r i o n s

12.6.1 fax  administration in Assai:' is  in,,eoc. in a 
sorry 3t at c . A complicated tax liite the s zl ...-a t jx , 

l e v ie d  ao t 1 o d i f f e r en t  points cannot bu admiuist jrod 
effectively without a well-trained and well-equipped 
staff and except on the oasis of an adequate information 

system. Wone of the pre-requisities are present in Assam.

( para 6 .0 .1)

12.6.2 A l l  dealers in the btate witn an annual turn­
over above the exemption l e v e l  ana a l l  importers and manu­
factures are l i a b l e  to  get tnemselves reg is te red .

( para 6 .1 .1)

12.6.3 She data on trends in registration, show that 

the number of registered dealers in the State has doubled 

during the period 1960-61 to 1976-7?. The existing legal 

statutes require the registration of dealers separately 

for each Act. One dealer, dealing in two different comm­

odities, taxed at the first and tne last points has to 

have two registrations. This, besides leading to dupli­

cation in counting tne number of registered dealers, means 

avoidable trouble to the dealers. A lar^e number of 

registered dealers , accounting for between 30 per cent 

and 40 per cent belonged to the turnover group of Rs. 12,000 

to is.25,000 they however, contributed only a very small 

fraction of tne total tax yield. If the exemption level
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is raised to h. 30,009. or so, the loss. in revujuuo would 

tminir.':?,l. Even that will be made up by va^ col., act, icn 

of tax r.t tne earlier sta-ge. Nc exemption level it no - 

prescribed for manufactuercs and importers, and .eon of 

tdom inv; spect ivu of their turnover has to be a .;£! s ̂  ■ a: jd.

' fe recommended that in Asmara, an exemption level f- j.- lh - 

a aiiui act ar ers be f i , . i  at a turno-_.r of I ■. 10,00;,-.

(para 6 .1 .3  ^e e .1 .5 /

12.6.4 In the case oi all the sales taxes, excepting 

the AB'BT, dealers are required to submit returns at the 

end of each quarter. In the case of AfOT, the return

is to be submitted during six months. We recommend that 

provision for quarterly return be introduced for all taxes.

( para 6 .2 .1)

12.6.5 As taxes are paid under d i f f e r en t  Acts, a separate 
return has to  be submitted fo r  each o f  the sales taxes.
We have already recommended tne integration of different 

sales tax Acts. Once the integrated Act comes into 

operation, a single return would be sufficient. The 

existing return, as prescribed in all the Acts, requires 

the dealers to give information on turnover of commodities 

grouped according to rate categories. It is recommended 

that as a first step commodities that yield major chunk 

of the revenue, should be separately mentioned in the new 

tax return. Another point to consider is that small dealers 

may find it difficult to maintain records on commodity- 

wise sales. They may be exempted from furnishing infor­

mation by commodities, though they will also use 

revised return. Bigger dealers having a turnover of Ie.1 

lakh raid above should be asked to furnisn the extra details.

(para 6.2.2 to 6.2.5)
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12.6.6 Presently, the assessment is made'twice a yetr.

The assessments are made separately under Abu? and tnw 

AFST. When these two taxes are merged, there should be 

only one assessment. We further suggest that the 

assessment must be made annually.

(para 6 .3 .1 )

12.6.7  The present practice is to call all the dealers 

liable to task to the Sales Tax Office, for varification 

of the correctness of the return filed anu. for completing 

tne assessments. Complete checking of accounts should

be done for all the dealers falling in the latter cate­

gory. In respect of dealers having a turnover of less 

than ti3.1 lakh self-assessment of the dealers should 

generally be accepted.

(para 6 .3 .3  to 6 .3 .5 )

12.6.8 In order to retain fear of check by the assess­

ing authorities, there should be an annual five per cent 

random sample check of the accounts of small dealers. For 

this purpobe, there snould be a system of centralised sele­

ction of dealers and the Headquarters must have a unit

for selecting the sample dealers every year.

(para 6 .3 .6  )

12.6.9 Another important problem concerns the delays 

in assessments. There are many complaints on this score. 

These delays have resulted partly from the fact that

the increase in the number of assessing authorities, 

has not been commensurate with the increase in the 

number of registered dealers, and partly from the non­

existence of any legal binding on the department to
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complete the aesebsment of a ueaier within specified 

period, we recommend that the assessing author ixy 

mast bo required to report regularly tne number of 

cas -s pending with him for two years. i'his Xiay be pro­

vided for in tne rules of thu department. Boslues, 

tnrough o/i amendment to the Act, it must be made obli­

gatory on the part of the department to accept thu self­

assessment made by the deal or, if the department fails 

to make an assessment within a period of 4 years after 

tne return has been submitted.

(para 6 .3 .7)

12.6.10 'fax evasion takes on many forms and manifestations. 

If  evasion of the first-point tax is to be effectively 

checked, (i) there would have to be efficient ways of 

monitoring the flow of goods into the State through

the main arteries of inter-State trade; and (ii) ways must 

be devised to ve.vify the claims of various dealers to the 

effect that the goods they have sold were subjected 

to tax at tne first-point. Unless tne check-posts fun­

ction effectively without corruption, unless some watch 

is kept on arrivals of goods through railways and unless 

the claims by various dealers about taxes having been 

already paid on the goods sold by them are satisfactorily 

verified,, it would not be possible to keep down to a 

minimum evasion of the first-point tax.

(paras 6 .4 .1 , 6 .4 .3)

12.6.11 As at present, there are only three sales tax 

checkposts at the borders of the State. We recommend 

that the number of checkposts should be increased and that
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the aim should be to cover all the important entry points. 

On an experimental basis, the staff of some of the chock- 

posts should be increased so that they may uoal with 

passing trucks more expeditiously, lioreover, tile most 

important checkposts should each be manned by a senior 

assessing officer. It would also be n«_eessary to intro­

duce’ a system of permits for a few specified commoditios 

that are mainly imported and in respect of which it is 

found that there is considerable evasion of tax.

(para 6 .4 .4 )

12.6.12 There is considerable disillusionment with 

the operation of the existing checkposts in Assam. If'or 

one thine they are poorly staffed. Besides, where

tne permits are issued and carried back into Assam they 

are sent back to the Taxation Department and filed some­

where without being made use of in tne assessment of the 

importers concerned, we would strongly urge tnat instead 

of abandoning the system of checkposts, the department 

should strengthen them and get its officers to use the 

perruitC productively in the manner wnich we have su­

ggested.

(para 6 .4 .5 )

12.6.13 It is equally important that the accounts of 

even the non-tax paying, registered dealers should be 

effectively checked to ensure tnat the taxes have been 

paid at the earlier stage and the necessary declaration 

forms have been filed.

(para 6.4.7)
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12 .5 .14  Ii- respect of i:ie last-poira tax, tiu two laost 

important methods of reading tax are  (i) snift jru; pro­

mises or changing naries and (ii) sai-s to bo gut. regis­

tered dealers. It is common practice lor dealers to get- 

up business in a particular place without registering 

thorns elves, carry or; trade for a few years without 

paying tax, even though legally liable, ana then t,o 

disappear witiiout trace to set up business el sewn- r.;.

Ihese methods of evasion of the last-point tax can only be 

checked through a systematic survey of businesses in 

various part of tlie State. In this task the -Enforcement 

Branch has to plqy a crucial role.

(para 6 .4 .8 , 6 .4 .9 )

12.6.15 Apart from evasion, assessees also practise 

tax avoidance. Ioopholes in the tax law enable them

to devise various means of avoidance. One of the causes 

of avoidance, which we would like to point out here, is 

the ambiguity in the description of taxable goods. We 

would recommend that the description of taxable goods.

We would recommend that more detailed and exhaustive 

description of these goods be incorporated either in the 

Act itself or in the rules.

( para 6.4.10)

12.6.16 The number of disposal has been equal to the 

number of new appeals. Hence the large (previous) back­

log of cases has remained undiminished. It is recomm­

ended that some special arrangement should be made for 

the disposal of the backlog.

(para 6.5-5)



12 .6 .17  Under the existing lav / ,  t h  .re i s  r,c time limit 

for the exercise of the p o v e r  o f  sub~cicbo r e v i s i o n  by 

t h e  commissioner o f  t a x e s  o f  a o r  p r e j u d i c i a l  t o  

tax revenue, This requires t,ie :\n'J e-a to l a m t a i n  books

of a c c o u n t s  for an i n d e f i n i t e  p _ a i o , .  ox  t iir .j .  j  r e c o m m e n d  

t h a t  t h i s  p o w e r  o f  t h e  c e i a i . i s s i o i r ^ r  a i  a a a _ t  s h o u l d  b e  

e x e r c i s e d  w i t h i n  4 y e a r s  a f t  j r  t h e  d a t e  j f  t 10 a ^ s e a s m ^ n t  order.

( p a r r  b . a . t O

1 2 . 6 . 1 8  There have been many cases of a p p e a l  against the 

decisions of the appellate commissioner and that such appeals 

are on the increase. T h e  disposal or revision petitions

has not been keeping pace with it. There is an urgent 

need on the part of the; Board of uevenue to dispose of 

these cases which go to swell the amount of arrears.

(para 6*5.6)

12.6 .19 Arrears of sales taxes have been mounting over 

time. The department has been able to collect only 10-15 

per cent of arrears outstanding in each year. Another 

disturbing feature relates to the periods for which arr­

ears have been outstanding. Such being the state of 

affairs, a big effort has to be mounted to tackle the 

problem of arrears. We recommend that the department 

should extent the existing experiment step by step with

a view to setting up a fullfledged recovery branch in 

course of time. This branch should be given the sole 

responsibility to recover arrears of all the taxes within 

the jurisdiction of the Department.

(para 6 .6 .1 ,  6.6.2)



- 401 -

7• Iviotor Vehicles and Passengers ana Goods Tax

12.7.1 Under the Indian Motor /ehicles Act, 1314, 
various fees are le v ied ,  The tax on motor veh ic les  
(MVT) was introduced in Assam under th- assot.: Motor 
Vehicles Taxation Act, 1936. Since then the rates have 
boen enhanced from time to time. A tax on passengers 
and goods transported by road or inland water ..ays was 
f i r s t  l e v ie d  in itssam in 1954 under the Assam Taxation 
(on goods carr ied  by road or by inland waterways) Act 
1954, e f f e c t i v e  from Apr i l  24, 1954. a new enactment, 
the Assam Taxation (on goods carr ied  by road or on 
inland waterways) Act 1961, was passed, which was sub­
s ta n t ia l l y  s im i la r  to  the e a r l i e r  Act. The Assam Pass­
engers and Goods Taxation Act, 1962 was enacted to  replace 
the Act o f  1961. This Act provided fo r  a tax on passengers 
and goods carr ied  by road or by tue inland waterways.

(para 7.1-1, 7.1.2)

12.7.2 The new Act was d is t in c t  from the e a r l i e r  one
in two respects., f i r s t l y ,  i t  l e v ie d  a tax on the carr iage  
o f  a l l  passengers and goods whereas the e a r l i e r  Act le v ied  
a tax on the carr iage  o f  jute and tea  only and secondly, 
the new Act placed the l i a b i l i t y  to  pay the tax on the 
c a r r ie r s  or owners while under the e a r l i e r  Act the respon­
s i b i l i t y  f o r  the payment o f  tax was on the owner o f  the 
goods. The new Act which became e f f e c t i v e  from August, 16, 
1362, provided f o r  a tax at the rate  o f  10 per cent 

o f  the value o f  the fare  in respect o f  passengers and o f  
the value o f  f r e igh t  in respect o f  goods.

(para 7.1.5)
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12.7.3 Ihu motor vehicles tax hae, of late, assumed 

-an important place in the fiscal structure o f  various 

States in India. The yield from trie tax in Assam, inc­

reased from iio.64.51 lakh in 1)60-61 to .0.239.45 lakh in 

1975-76, yielding a compound growth rate of  8.2 per cent 

per annum during the period. The trend of average revenue 
from passengers and goods tax for all State;: snows that 
the yield has steadily risen from b.8 crore in 1J60-61
to f̂ .68 crore in 1170-71 and id. 167 crore in 1975~76.

The average annual growth rate works out to 20.6 per cent.

(paras 7.2.1 to 7.2 .3)

12.7.4 The number of vehicles in Assam compare poorly 

with otiler States. In terms of per 100 sq. kms. Assam 

had 40.2 venicles in 1974~75, as against 287.3 in Kerala 

and 194 in West Bengal, with 71.2 being tne all-states 

average. The percentage increase in the number of motor 

vehicles during 1960-61 to 1974-75 has also not been high 

in Assam (72.5 per cent) as compared to the all-India 

average (250 per cent).

(para 7.3.1)

12.7.5 Although the t a x  p r e s c r i b e d  u n d e r  t h e  A ct  i s

ad valorem, there is a provision in the rules for paying 

the tax in a lump sum;; such payment known as a compounded 

levy is fixed by the State government through notification.

(para 7.5.3)

12.7.6 The motor vehicles tax and the passengers and 

goods tax, which may particularly be regarded as a charge 

for the construction and maintenance of roads, fall on 

the same base and are paid ultimately by the same groups 

of people. Therefore, for comparing the tax burden on
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road transport in d i f f e r en t  o ta tes,  i t  i s  necessary to 
take th e i r  combined incidence.

( par.:, 7 . 6 . 1 )

12.7.7 ...i comparison o f  the est imat os o f  the cot binod 
tax burden on passenger veh ic les  in the d i f f e r en t  bt.rtes 
brings out the fact txiat Ass an, c o l l e c t s  lower tax than 
moi.it other States i f  the ad va lo rem levy  is considered.

(para 7 .6 .3 ;

12.7.8 While the combined tax burden computed on tne 
basis o f  the compounded levy on a btage carr iage  or bus 
in Assam is  substantia l ly  lower than in the two other 
eastern States o f  Bihar and Orissa, i t  i s  higher than in 
west Bengal. As regards the combined tax burden on a 
goods veh ic les ,  again computed on the basis o f  the com­
pounded le vy ,  i t  is  not very d i f f e r en t  in Assam than in 
several other states  but is  higher than in west Bengal. 
While the ad valorem levy  is  l i k e l y  to  be around no. 11,000 
on the average, t  ie compounded levy  works out to  ro.5,140. 
Keeping th is  in view, we are inc l ined  to think that some 
upward rev is ion  o f  the ra te  o f  compounded levy  in respect 
o f  passenger buses would be ju s t i f i e d .  We are o f  the view 
that an increase in the compounded levy  o f  30 per cent
to  40 per cent would be in order.

(para 7.6.5)

12.7*9 Entirely different considerations will have to 

govern the fixation of the rate of tax on goods vehicles. 

It is to be remembered that Assam's towns and countryside 

are not well covered by railways, xhe movement of goods,
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therefore, has to take place very largely by means of 

road transport, besides, it has b e e n  brought to our no­

tice that goods vehicle operators from West Bengal are 

able to compete successfually with the operators in 

Assam because of the lower rate of taxation of vehicles 

in the former St at e. This means that the total burden 

of tax in Assam is about hi.800 higher. ie, therefore, 

recommend that tne goods tax be repealed ana that in 

its place a surcharge on the motor vehicles tax be imposed. 

Given the present level of the rates of motor vehicles 

tax on different categories of vehicles, a 50 per cent 

surcharge would keep the burden lower tnan in west Bengal 

in most cases.

(para 7.6.6)

12.7.10 The entire amount can then be collected by tne 

Motor Vehicles Department and the chances of evasion 

would be substantially reduced. We have gathered the 

impression that tne transport operators would also wel­

come this change. With tne increase in the compounded 

levy, we would, however, like to suggest a change in the 

mode of collection of the ad valorem levy. Those who 

opt to be taxed on an ad valorem basis should be required 

to purchase in advance tickets with the tax stamp, att­

ached to them from the department.

(para 7.7.2)

8. Stamp Duty and Registration Fee

12.8.1 Revenue from stamp duty and registration fee 

has increased almost four fold between 1360-61 to 1975” 76



- 405 -

from hs.56 lakh to a*.220 lakh?, yet v its share in total 

ot -ite t ax revenue has declined from 4.6 per cent in 

1960-61 to 2.9 per cent in 1975” 76. While this falling 

trend is in line with the trend in other btates, the 

contribution from this source compares very poorly with 

those in other otates. The bulk of the revenue from this 

source, from 86 per cent to 90 per cent, is obtained 

through stamp duties. Of the two components of stamp 

duty, non-judicial stamp duty has been generally more 

import ant.

(para 8 .2 .1 )

12.8.2 Court fee accounted for tne bulk of tne judicial 

stamp duty revenue. Among the non-judicial stamp duty, 

special adhesive stamps and impressed stamps are the most 

important from tne point of view of raising revenue.

(para 8 .2 .2 , 8 .2 .2 )

12.8.2 The rates of both stamp duty and registration fee 

in Assam are lower in most cases than those prevailing

in other ot at es for which some comperative data are avai­

lable.

(para 8 .4 .2 )

12.8.4 As tiie scamp duty is levied on the instrument 

and not on the transaction in respect of which the instru­

ment is executed, it is theoretically possible to avoid 

tne duty by refraining from executing tne instrument.

There is, however, sufficient scope for evading part 

of the legitimate duty through undervaluation of a tran­

saction and paying a lower duty. Out of 49 cases studied,
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45 cases were cases of undervaluation; tiie decree of 

undervaluation was upto 50 per cent in 41 cases and "bet­

ween 50 per cent and 100 per cent in 4 cases. In only- 

one case tne valuation was correct. It is interesting to 

find 4 cases of overvaluation, with tiie ae^rse of over­

valuation ranging between 7 per cent a/ii y-j per cent.

The undervaluation has "been rampant, mainly because, 

according to the existing provisions of the Act „ '.ae 

Registrar has to accept the value of the property dec­

lared by the parties.

(para 8 .6 .2 , 8 .6 .3 )

12.8.5 It has been argued that stamp duty and regis­

tration fee particularly the latter should not be used 

primarily as a source of revenue because they are in the 

nature of specific charges for identifiable services 

rendered. But, in practice, since there are no other 

satisfactory and effective ways of capturing a portion 

of increments to the value of property, stamp duties, 

and to a lesser extent, the registration fee could also 

be used as means of raising resources. Besides, stamp 

duties are in the nature of taxes on certain types of 

transactions or purchase and sales. In principle, there 

is no reason why, when sales and purchases of commodities 

are taxed other sales should be completely exempt.

Keeping both the points of view in mind, one could argue 

that there is a case for using stamp duty and registration 

fee as sources of revenue but tnat in fixing the 

level of duties, the fact that they are primarily in­

tended as service charges should not be lost sight of.

( para 8.7.1)
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j ' ’ . ihs Is sac-' ’being a less  in d u s t r ia l i s e !  s ta te ,  i t
ie  jiecese-aiy that the rates 3: uieav duti.es should net

r . iaad  to  very ni.gh l e v e l s  as ; u ^ured so those in 
other .jt-jtsi. I:; f a c t ,  there wc l e  a .,sse 101 keeping 
t hem s a, e\- a ; oelov/ t rates p reva i l ing  i-"1 ida^anced 
a s.d'e « ,ao\ ever, \i0 aote t.aat a s.- s .s j. c,t ..i. v  . -vat as '..11 tn.s 
■... o;-te are lo s e r  than in. t._sj jiei ga.bv .^.in,/ ■ at ;:1 i .,s .. and in 
sore, .vises the rate  c.l f f e r w  t i  d. iv  ,■ ura aide, I t  m;y 
v :.so ae looted that lat.re a.:vs seen ■•■.o ^Laagas m to-- 
r e s is t  aatiu- fee  for  a long time,,

( para 8 • 7 • 2 j

12.8.7 I t  is  recommended that tne rates o f  stamp duties 

be rev ised  upward on an aver a ;e by about 40 per cent.

I t  would seem that there is scope f o r  a somewhat la rger  
re v is ion  in tne case o f  r e g is t ra t io n  fee ,  namely, by 
about 60 per cent. In order to  g iv e  a rough idea o f  the 
kind and magnitude o f  increase that we have in view we 
have worked, out possib le  rates in, respect o f  d i f f e r en t  
categor ies  o f  instruments wnich could be used as model 
f o r  a f f e c t in g  the necessary rev is ions .  These suggest tad 

rates are given in Annexures V I I I . 1 and V I I I . 2. Roughly 
speaking, an increase in the .yield by about 40 per cent 
could be expected.

i, para 8 .7 .3 )

12.8.8 We also recommend tnat tiie Act should be 
amended to  empower tne Reg is trar  to  assign a d i f f e ren t  
value tnan the one declared i f  ne f inds s u f f i c ien t  jus­
t i f i c a t i o n  fo r  such a decis ion. In assigning values, 
the Reg is trar  snould be asked to keep in view tne f a i r  
market value o f  tne kind o f  property in question. Gover­
nment should f i x ,  fo r  purposes o f  r e g is t ra t io n ,  value
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of land in different parts of major cities and towns, 

taking into account relevant factors such as location 

and use. These values should b e  revised e v e r y  five 

years or so. .

■ ( p a r a  8 . 7 . 4 )

12.8.9 We would suggest tnat in case ar assessing 

officer of tne rank of Sub-Registrar or Registrar should 

question the value declared, ne should give in writing 

the grounds on wnich he is unable to accept tae val­

uation, given his own valuation and forward the case

to the District Registrar* who would then decide upon 

the value acceptable to the Government. If tne parties 

concerned wish to question tne decision of the District 

Registrar or a higher officer, as the case may be, an 

appeal can be allowed to the Inspector General of Regis­

tration 5 whose decision should be taken as final.

(para 8 .7 .5 )

12.8.10 There should be close association between the 

office of Land Records and the Income Tax department

of the Central government so that tne valuation of imm­

ovable "property including buildings by State government 

officials could be in line with that by Central government 

for purposes of wealth and income tax.

( p a r a  8 . 7 . 6 )

12.8.11 The Office of Land Records has no statistical 

wing entrusted with the collection, analysis and pub­

lication of data relating to property transactions and 

registration. Data collection by the headquarter is 

ususally done by eliciting information from the districts.
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It has been report ed that the res pom. e to queries or to 

proforma sent by Hea.dqa.arters has been poor on the part 

of some of the districts. It is essential to have a small 

statistical wing attached to tiie office of I and itecords, 

consisting of at least one statistical offic er and two 

assistants. It should also be made obligatory on the part 

of the district officers to send in tne required infor­

mation to the headquarters.

(para 8. 7. 7)

9. St at e ^xc i s e Duty

12.9.1 Unlike taxes on most other commodities and ser­

vices, the excise on' liquor has the sumptuary or regulatory 

objective over and above the usual revenue objective.

( para 9 .1 .2 )

12.9.2 Revenue from this duty went up from i^.1.94 crore 

in 1960-61 to 13.2.95 crore in 1975~76. Thus, the increase 

was only Rs. 1 crore over a 15 year period. Its share in 

revenue from State taxes fell from 16.1 per cent in 1960-61 

to 5 per cent in 1975—76. It is also to be noted that 

the growth of revenue from State excise was sluggish in 

Assam.

(paras 9 .2 .1 , 9 .2 .2)

12.9.3 Country spirit constituted the bulk of the 

revenue, at 86.6 per cent in 1960-61 and 71.2 per cent 

in 1975-76. The next important category is foreign 

liquor which contributed 8.8 per cent in 1960-61 and

24.8 per cent in 1975-76.

' (para 9 .3 .1 )
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12.9.4 A c o m p a r i s o n  of t n e  r e l a t i v e  c o n t r i b u t i o n s  o f  

d i f f e r e n t  c a t e g o r i e s  o f  i n t o x i c a n t s  i n  a s  a air: w i t h  t h o s e  

i n  t h e  n e i g h b o u r i n g  b t a t e s  r e v e a l s  t n a t  t h e  r e l a t i v e  

c o n t r i b u t i o n  of t h e  e x c i s e  r e v e n u e  f r o m  r o r e i g n  l i q u o r

i s  t h e  h i g h e s t  i n  A s s a m .  At the sa m e  t i n u ,  t h e  r e l a t i v e  c o n ­

t r i b u t i o n  o f  r e v e n u e  f r o m  c o u n t r y  s p i r i t  i n  A s s a m  i s  

c o m p a r a b l e  to t h o s e  i n  t h e  o t h e r  u a s t e r n  otates. i ' h i s  

c o u l d  b e  s o  b e c a u s e  t n e  e x c i s e  r e v e n u e  s t r u c t u r e  i s  m o r e  

d i v e r s i f i e d  in t h e  n e i g h b o u r i n g  b t a t e s  t n a n  i n  A s s a m .

(para 9 .3 .2)

12.9.5 Apart from the excise duty (ana the sales tax on 

liquor), the government derives a substantial amount of 

revenue from the auctioning of licences to these liquor 

shops. In some-btates the licence; fee is fixed, ana there 

is no auction or tender system. Although, in-Assam, the 

system of auctioning of the liquor shops through tenaers 

and giving licence to the highest bidder is followed, the 

licence fee does not constitute the bulk of the revenue

in Assain and the excise duty is still the major component 

of excise revenue.

(para 9 .3 .5)

12.9.6 i'he rates of excise duty a r e  different for diff­

erent categories of intoxicants and in different areas

of Assam. It is quite evident that the rates are generally 

lower in Assam than in the neighbouring btates.

(paras 9 .4 .1 , 9 .4 .5 )

12 .9 .7  Ihe requirements of country spirit in the State 

are met partly from tne manufacture in tne only distillery 

in tne Dtate and partly from supplies outside the State.



- 411 -

The requirement of foreign liquor Is largely met by su­

pplies from outside. Thus, tne size of tne tax base 

depends upon, ( i) the magnituue of liquor released for 

sale, in ocher words, magnitude of liquor consumption, 

and (ii) the number of shops. Tne number of country 

liquor and toddy shops has remained constant at 183 and 5 

respectively since 1370-71* On tne otner nand, there 

has been a marginal increase in tnd number of foreign 

liquor snops.

(paras 9 .5 .1 , 9 .5 .3 )

12.9.8 Between 1970-71 and 1975-7&, tne average popu­

lation served by a country liquor shop increased from 

80,000 to 92,000 and that served by a foreign liquor 

shop from 1,93,000 to 2,09,000. The average revenue 

per country liquor shop decreased between 1970—71 and 

1972-73, there has been an increasing trenc, since then. 

The average revenue per foreign liquor snop increased 

from fis.46,000 in 1370-71 to 1,3.1.03 lakh in 1974-75

and then fell to io.80,000 in 1975-75.

(para 9.5.4)

12.9.9 The average incidence of excise duty on country 

spirit went up from ia.9.41 per L .P .L . in 1 j70—71 to

Rs. 12.38 in 1975~75. As the rate of excibe duty varies 

between *.s.7.93 and i.o.Q.^6 per L„P.L. approximately, 

hs.4.00 per L .P .L . may be taken as the incidence of 

licence fee etc. on consumption. If we take the 

recommendation of Planning Commission that the inci­

dence of licence fee and excise duty should be about

io. 17.77 per proof litre, the average incidence of
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exc ise re'/suuG is low iii Asss.ifi. Ii î.-e pre—l-jV) & 1 1u’a.jior; 

holds good lor tne -post 1970 period > a similar conclusion 

can be d,‘av/n in respect of foreign liricr,

(pa:'/a ) . ' j  , ' Y )
\

12.3.10 laspite o f  c io a r r a n g e m e n t  for cclieotion of

l i c e n c e  f e e  i n  a d v a n c e ,  a r r e a r s  i : . .ve  ae 3ur u i a t  e d  f o r  t h e

l i c e n c e  f e e  on t o d d y  a n d  Mrit visan j i b a n i  our a.

(para 9.6.5)

12.9.11 The cost of collection as percentage of total

excise revenue decreased from 14.7 in 1965-66 to 12.1

in 1976—77- The cost of collection of btate excise 

includes the expenditure on vigilance and enforcement 

for checking the manufacture and consumption of illicit 

liquor also. This fact explains tne cost exceeding

10 per cent of the tax yield. .towever, our calculations 

fshow that the collect ion .cost per ih. 100 of revenue from excise 

is higher in Assam than in most other btates excluding 

prohibition btates like Gujarat and Tamil h a d u .

.para 9.6.7)

12.9.12 It is surmised that there is considerable amount 

of evasion of excise duty. But due to the lack of the 

necessary data, it is difficult to make an accurate estimate 

of tiie amount of evasion.

(para 9 .6 .8 )

1 2 . 9. 13  We have noted/that tne licence fee for selling 

country spirit is collected through auction or tender system. 

However, the tender system has a destablising effect and
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because under this system the vendor cannot take a long­

term view, he does not have an incentive to "build up 

and run the shop on healthy grounds. Besides this, there 

is a strong suspicion that the shopkeepers might overbid 

and make up the loss through unfair methods. Co'-ntrary 

to this, it has also been noted that sometimes the pro­

spective licencees practice collusion among themselves 

and depress the licence fee. Keeping these factors in 

view, we recommend that the licence fee should be fixed 

by the Government itself. On the basis of tiie past sales 

of the different shops, they may be grouped into four qv 

five categories. Different levels of licence fee may be 

prescribed by the Government for above categories. I'he 

fees may be revised after every five years, if necessary.

(para 9 .7 .1 )

12.9.14 We feel that there is scope for a 25 per cent 

rise in the rates applicable to all categories of into­

xicants. This will also curtail the consumption of 

intoxicants.

(para 9 .7 .2 )

12.9.15 -Phe retail price of foreign liquor could also 

be controlled by the Government. This would ensure that 

the price plus tax is not unduly high so as to give 

encouragement to the consumption of illicit liquor.

(para 9 .7 .3 )

10. Other Taxes and Duties

Profession tax

12.10.1 The objective of the profession tax seems to 

be to tax particularly those assessees who would not
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otherwise pay a tax on their income, though others who pay 

the individual income tax are also liable to pay this 

tax.

(para 10.1.1)

12.10.2 Revenue from the profession t a x  increased five 

fold from ii.11 lakh in 1160-61 to io.60 lakh in 1976-77.

i1 he tax, however, accounts for o n l y  0 . 9  per cent of the 

at ate t a x  revenue.

(para 10.1.3)

12.10.3 ‘£he rate ranges between id.24 and fe.250 for indi­

viduals and between hs.40 and hs.250 for Hindu Undivided 

families. These rates and incidence are substantially 

lower in Assam than in certain other States such as 

Haryana, Madhya Pradesh and Maharashtra.

(para 10.1.4)

12.10.4 Out of 79579 assessees in 1975~76, about 80 per 

cent were in the income group upto Rs. 10,000, and more than 

92 per cent in the income groups upto ha.30,000. Thus

t h e  b u l k  o f  t h e  t a x ,  ( m o r e  t h a n  7 8  p e r  c e n t )  i s  p a i d  • ■ 

b y  t h o s e  w i t h  i n c o m e s  n o t  e x c e e d i n g  Rs.30,000. a s  i n c o m e  

i n c r e a s e s ,  t h e  p r o p o r t i o n  o f  t h e  n u m b e r  o f  a s s e s s e e s  

a n d  o f  t h e  t a x  p a i d  f a l l s .

(para 10.1.10)

12.10.5 The number of assessees in the employment sector 

exceeds those in the trade and other sectors in the 

recent years. The coverage of assessees in the trade 

sector depends mainly on the efficiency of the tax mac­

hinery, which in turn depenus upon the result of the survey 

conducted by the Taxation Department for collecting 

information about different occupations in the unorganised
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sector. Tax assessed and collected nave no definite 

relatioship with, each other.

(paras 10. 1 . 1 1 , 10 . 1 . 12)

12.10.6 The number of pending assessment cases has been 

increasing steadily since 1960-6 1 , though from time to 

time there has been a fall.

(para 10.1.13)

12.10.7 The coverage of, and collection of tax from, 

persons in self-employment or those engaged in trade 

and cooierce is, however, a stupendous task. The l i ­

beral attitude of the Taxation Department also leads to 

a low degree of tax compliance.

(para 10.1.15)

1 2 . 10.8 We feel that profession tax assessees should 

be divided into salaried and non-salaried assessees and 

different methods of taxing tnem should be employed; 

salaried assessees could be taxed according to a schedule 

or rates applicable to different slabs of income but the 

other category of assessees should be required to pay 

only lump sum taxes, the amounts being determined on the 

basis of certain well defined criteria which indicate 

earning capacity.

(para 10 . 1 . 16)

12.10.9 There is no justification for giving preferential 

treatment to earning members of Hindu undivided families. 

We recommend a single rate schedule for all salary and 

wage earners. The existing rate schedule applicable

to individuals m35' be adopted. However, as a measure of 

relief to the small man and in order to make the overall
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task of administration more manageable, we recommend 

that tne exemption level be raised to i. .6 ,000.

(para 10.1.17)

12.10.10 As far as persons practising various professions 

or engaged in trade and commerce, instead of applying a 

rate schedule according to levels of assessed gross 

income lump sum payments should be prescribed for various 

categories of assessees differentiated in each case 

according to certain criteria such as the number of

years of standing, the place in which a profession is prac­

ticed, the number of workers employed, etc. To be 

specific, as far as the dealers uncer the bales I1 ax Act 

are concerned, only those dealers would be paying the 

tax who are taxable under tne bales Tax Act. As far 

as otheis are concerned, they will nave to pay the com­

pounded annual levy. Along the lines of the Maharashtra 

profession tax on this nature, we have drawn up schedule 

of payments from different categories of assessees which 

could be considered for adoption in Assam (Annexure to 

Chapter X). It may be added that the success of the 

proposed scheme will depend on tne efficiency of the 

tax administration in bringing within the tax net poten­

tial tax payers through the organisation of periodic 

surveys of different occupational groups in the state.

(para 10.1.18)

12.10.11 The magnitude of arrears of this tax is 

large. Although arrears as a proportion of collection 

have tended to fall, the clearing of existing arrears 

should not be treated as a matter of relatively little 

importance. If necessary, additional superintendents
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of taxes (itec ovary) should be appointed i,o liquidate 

the arrears of this as well as other taxes.

( para 10.1.19)

jjnt ert ainment t ax

12.10.12 The yield of this tax constituted only 2.3 per 

cent of total i,tatb ta:: revenue in 1160-61 a~d 3 per

3ent in 1976-77. T'\as trie relative importance of tnis 

tax in Assam is roucn less than in a otaLe like Tamil 

i'd adu where it brings in 6 per cent of total revenue from 

at ate taxes, hot only is this tax not very important 

in revenue terms but its growth has also barely kept 

with the growth of otate income.

(para 10.2.2)

12.10.13 As a source of revenue, tne show tax has much 

less significance than the entertainment tax proper.

(para 10.2.6)

12.10.14 leakages in revenue from the entertainment tax 

arise only when the entertainments are not properly and 

regularly checked. Most of tne leakages occur in touring 

cinemas. According to a rough estimate, 10 per cent of 

revenue is said to be lost due to evasion.

(para 10.2.14)

12.10.15 In g e n e r a l ,  t n e  r a t e s  of t h e  e n t e r t a i n m e n t  t a x  

a r e  l o w e r  f o r  a l l  d e n o m i n a t i o n s  of t i c k e t s  i n  A s s a m .

It is recommended that for the lowest value category 

of tickets, v iz ., tickets costing less than iie.1, the 

existing rate of 40 per cent may be raised to 50 per 

cent. Similarly, for tickets costing te. 2  and more, the
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rate may be raised from 100 per cent to 110 per cent.

Even after this upward revision, the rate structure 

will be i: ore moderate than that in many o'ohcr States.

(para 10.2.15)

12.10.16 In our view, the most reasonable and useful 

way of differentiating the rate of show tax would be

to have a higher lump sum. levy in larger towns or cities 

which tend to have better class tneatres. we, therefore, 

recommend that within tiie municipal areas of Gauhati, 

Dibrugarh and Tinsukia, the rate of tax per show snould 

be 10 per cent of the total payment for admission 

excluding entertainment tax proper, or hj.15, whichever 

ie less. As regards the cinema houses in other places 

the existing rates may continue.

(para 10.2.16)

12.10.17 The number of cinema halls per lakh of popu­

lation is very low in Assam (0 .8 ) . Moreover, inter­

district disparties are glaring. The Government may 

wish to encourage the growth of cinema house particularly 

in those districts which have very few cinema halls.

(para 10.2.17)

12.10.18 Since the bulk of tiie entertainment tax is 

collected through the sale of stamps, one of the impor­

tant pre-requisities for ensuring collections is to 

arrange for a adequate supply of stamps of different 

denominations at all the outlets for the sale of such 

stamps, jiven when an adequate number of stamps of 

different denominations have been supplied to cinema
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owners, there could, of course, be evasion through the 

sale of tickets without stamps. To check such a method 

of evasion, it is necessary to have a strict inspection 

system. Incentives in the form of cheaper credit on 

liberal terms should be given in order to encourage 

investment in this field. This would not only help 

increase the revenue to the exchequer, but it will also 

help'attain extra-revenue objectives.

(paras 10.2.18 to 10.2.20)

12.10.19 This is also required to bring some amount

of revenue from other sources of entertainment such as 

sports, games, musical performances etc. There is no 

justification for the other sources of entertainment 

to go tax free.

(para 10.2.21)

electricity duty

12.10.20 The yield from this tax increased from iie.1 

lakh in 1964-65 to hs.46 lakh in 1975-76, yielding an 

annual compound growth of 15.7 per cent during 1965-66 - 

1975“ 76. In terms of its contribution to the btate

tax revenue, electricity duty contributed 2.7 per cent. 

The electricity duty has been fairly elastic in Assam, 

though in several other States, this tax has exhibited 

substantially higher elasticities.

(para 10.3.2)

12.10.21 There is one general rate, common to all 

categories of consumers of electrical energy excepting
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industrial consumers. fno coia on r te  is 3 pais3 per 

unit. i'lie rates are generally lower in Ar;sam t..an in 
the other eastern states. fhe rat oo of tariff are 

generally higher in Bihar and west Bengal and lower in 

Orissa and Meghalaya than in Assam. .~'he same results 

emerge when the combined incidence o f  the t a r i f f  rate 

and electricity duty is examined.

(paras 10.3 .3 , 10.3.4)

12.10.22 In terms of per capita consumption of elect­

ricity, Assam is the most backward btate in tne country. 

Per capita consumption in Assam in 1975~76 at 26 kwh.

is not only the lowest in India but is only about one- 

fourth of thej national average of 101 kwh.

(para 10.3.7)

12.10.23 During the period 1970-71 to 1975-76, the share 

of the tea gardens has improved from 10.2 per cent to

16.4 per cent, but that of tne industrial category has 

fallen from 52.5 per cent to 46.6 per cent. while the 

shares of domestic and industrial uses declined sig­

nificantly between 1968-69 and 1975~76 the share of • 

tea gardens more than doubled. Although, the share of 

industrial use has fallen, it is still an important 

source of revenue.

(paras 10.3.10, 10.3.12)

12.10.24 I1 he number of assessee have gradually gone 

down from 745 in 1966-67 to 396 in 1976-77. Tne dec­

line in the number of assessees is due to the fact 

that the private generators have gradually declined
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in number and the dependence on the Electricity Board 

has increased. However, cases pending at the beginning 

of the year have gone up from 459 in 1966-67 to 1109 

in 1975-76. In 1 S75-76, 36.5 P^r cent of the total 

pending cases, excluding the pending cases added during 

the year, were one year old, 17.2 per cent two years 

old and 16.5 per cent three years old. wnile such, age- 

wise pending cases is miaerst and able, tne fact that the 

number of pending cases is also increasing shows that 

the administration of this tax is not upto the mark.

(para 10.3.15)

10.20.25 The electricity duty as well as the tariff 

rates are lower in Assam than in other important eastern 

States. This fact indicates the scope for an upward 

revision in the rates and duties. As the revision of the 

two cannot be done independently, a thorough analysis

of the operating results of the State Electricity Board 

is a prerequisite for considering the case for either 

raising the tariff rates or maintaining the existing 

rates. The general principle we recommend is that while 

the level of tariff plus duty should be kept sLightly 

lower in Assam than in west Bengal, it can be made nearly 

equal for domestic uses.

(para 10.3.21)

12.10.26 Pending a thorough study of the basic tariff 

structure that we have suggested, we recommend that the 

existing rate of 3 paise per unit be raised to 5 paise 

per unit for the general category. There seems to be

no reason for the zero rate of taxation for the agricultural
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sector (other than the use of lights and fans which 

is taxed at the general rate of 3 paise per unit). A 

rate of two paise per unit may be introduced, Tnese 

measures are likely to yield an additional revenue of 

roughly between Rs. 12 lakh and Li. 15 lakh per annum.

(para 10.3.25)

12.10.27 The major factor behind the sizeable amount 

of arrears, as we have seen, is the slow recovery of 

dues from the consumers of the electrical energy, by 

the State .electricity Board. Tne percentage of outstanding 

dues to total sales is not only high, but is also growing 

over time. As tne existing large arrears of duty would 

have to be drastically reduced, ultimately, the liovem­

inent would have to insist upon the Electricity Board ad­

opting strict method of recovery from the defaulters. The 

more important is that the Government departments siiould 

be required to make payments to the Board regularly.

A fool proof inspection system is needed to minimise 

tne loss of revenue through prevalent malpractices and 

leakages.

(para 10.3.26, 10.3.27)

11. Organisation for Tax Administration

12.11.1 The Commissioner of Taxes, who heads the Tax­

ation Department, is in charge of several important 

taxes in the State, however, as in other btates, in 

Assam also ,  some of the taxes like the land revenue,

State excise, motor vehicles tax, stamps duty, regis­

tration fee and urban immoveable property tax are admi­

nistered by different Departments. The commissioner of
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taxes administers sales t axe^trie. passengers and goods 

tax, electricity duty, ent ert ainment tax, profession 

tax and agricultural income tax. ?

(para 11.0.2,  11.0.3)

12 . 11 . 2  file administration at the head quart ers level 

is under the direct supervision of tie commissioner

of taxes . An officer from the I . A . S .  cadre is usually 

appointed as the commissioner of taxes. Tne commissioner 

is assisted by two deputy commissioners. The distribu­

tion of work between tne deputy commissioners is both 

territorial and functional. There are two assistant 

commissioner of taxes at the Head quarters. One of 

them is designated as assistants commissioner (Laws) 

and looks after tax legislation and all legal problems; 

the other is in charge of the statistics branch. In 

addition to the above senior personnel, there are only 

a limited number of supporting personnel at the head­

quarters' organisation.

(paras 11.1.1,  11.1.2,  11.1.3)

12.11.3 The administrative organisation of the Department 

follows a three tier  system. At the highest level are 

the zones each headed by an assistant commissioner of 

taxes (ACT). As of today, there are seven zones. A 

zone consists of two or more units depending upon the 

work load. The ACT's are mainly administrative heads

and do not undertake the work of the assessment of taxes. 

In addition to the administrative work, the aC T ’s are also 

in charge of enforcement work. It is our finding that 

the responsibilities of the ACT's adversely affect 

their efficiency in both the fields. The second tier 

consists of units. Presently, there are 19 units. The
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unit is headed by a superintendent of taxes ( Si) who 

mainly looks after the work of assessment. 'The third 

tier consists of a circle. The number of circles de­

pends on tne work load.

( para 11.2.1 to 11.2.4)

12.11.4 The enforcement organisation can be divided

into two wings. The main work of enforcement in all 

the zones is undertaken by the assistant commissioner 

(Enforcement). This officer is the kingpin of the de­

partment. There are four such zonal officers.

(para 11.3.1)

12.11.5 The second wing of the enforcement branch, 

namely, checkposts, have an important role to pl^y. 

There are three checkposts in the state. These check­

posts are expected to stop vehicles, verify the nature 

and volume of goods carried and passed on to the rele­

vant assessing authority to be used by the latter while 

making assessments of the various dealers concerned.

(para 11.3.2 )

12.11.6 The first appeal is made to the assistant

commissioner (Appeals) who works as an appellate autho­

rity. Presently, there are two such assistant commiss­

ioners; The next appeal can be made either to the

commissioner of taxes or to the Board of revenue. In 

case involving points of law and inter-pret at ion a 

reference can be made to the Higxi Court.

(paras 11.4.1 to 11.4.3)
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12.11.7 -ho Department of Taxation is one of the most 

import ant Departments. Yet it is among tht, most neg­

lected departments. Its officers are ill-trained, it 

is inadeuately staffed at the upper levels, has no 

information system of any significance and no r:eans of 

building one up, and, above all, it has been without 

effective leadership for several years, iio thing I j s s  

til an a thorough overhauling and reorganisation of the 

department would be sufficient to enable it to fulfil 

its functions.

( para 11.5.1)

12.11.8 One of the important causes for the poor per­

formance of the Department and the sorry state of neg­

lect in whir̂ Ii it is found is the absence of effective 

leadership. If we look at the record over the last

10 years, we find that many incumbents were transferred 

before they could settle into their jobs; some of them 

were transferred within a few months of their appointments.

(para 11.5.2)

12.11.9 -he headquarters organisation is weak and 

inadequately staffed. The organisation of the head­

quarters of the Department should be considerably str- 

engthend. The commissioner of taxes should be a full 

time officer who should be allowed to stay in the Depart­

ment for a period of 3 to 4 years.

(para 11.5.4)

12.11.10 For adequately strengthening the headquarters 

organisation it would be necessary to create some new 

posts and to introduce a certain degree of functional 

specialisation. We are strongly of the opinion that
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the a-overnment should create a new post of joint comm­

issioner of taxes who would be second-in-conmand to the 

commissioner of taxes. under the commissioner and the 

joint commissioner, it is necessary to have 4 posts of 

deputy commissioner of taxes. Soi.u functional speci­

alisation at this level would be useful. Under the 

supervision of the different deputy commissioner of 

taxes, there should be seven A jT ' s  at the headquarters.

(para 11.5.5 to 11.5.7)

12.11.11 The existing procedure for the payment is a 

long drawn out and time-consuming procedure, requiring 

dealers to make four visits to different places for 

completing one transaction, namely the payment of one 

instalment of tax. We recommend that the dealers should 

he required to make payment by means of a aemand draft. 

At the same time, tne option of paying a tax in cash 

applying the normal procedure could also be retained.

(para 11 .5 . 8 ,  11 .5 .10)

12.11.12 The Taxation Department has no proper infor­

mation system. Data are not being collected in a sys­

tematic manner. Emphasis must therefore be given in the 

reform of the tax system to tne building up of a sci­

entifically designed information system and a research 

and statistics wing which would not only be in overall 

charge of collecting the information but also would con­

tinuously undertake analysis for tne benefit of policy 

makers.

(para 11.5.12)
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12.11.13 We are of the opinion that the statistics 

wing to the headquarters organisation should be con­

siderably expanded. The wing should be placed under 

the supervision of a deputy commissioner. Unuer him 

there should be .one aGT, a deputy director (Statis­

tics),  three persons trained in economics and statis­

tics and few research assistants or investigators 

whose number would depend upon the volume of work tnat 

has to be done.

(para 11.5.13)

12.11.14 One of the first tasks of the strenthened 

research and statistics wing should be to review the 

existing tax return and to propose new ones in their 

place.

(para 11.5.15)

12.11.15 Under the existing system, inspectors of taxes 

(IT's) and superintendents of taxes (ST's) are partly 

promoted from the lower ranks and partly recruited 

directly. The posts of ACT's and DOT's are filled 

solely through promotion,

(para 11.5.16)

12.11.16 The minimum qualifaction for clerks as well 

as IT's is matriculation, while that for direct re­

cruitment of ST's is graduation. 37.5 per cent of

ST's would consist of individuals who enter as clerks 

and 12.5 per cent would consist of persons who enter 

as IT's and hence about 50 per cent of the ST’s could 

be expected to be just matriculates. It would, therefore,



- 42 6  -

"be fair to conclude that the general educational I^vel 

of Si's would not be too high.

(para 11.5.17)

12.11.17 Neither IT's nor the directly recruited ui1 's 

are given any special training in taxation matters. <.e 

believe that there should be some change in t he sysxeir 

of recruitment and that without 'undue delay, arran­

gements must be made for the adequate training of new 

entrants as well as for refresher courses to be conducted 

from time to time.

(paras 11.5.18, 11.5.19)

12.11.18 As far as the short-term is concerned, impro­

vement in the general level could be brought about only 

through the introduction of "senior oT 's"„ In the long 

run, we would suggest that the Government of Assam should 

establish a Tax Training Institute of its own.

( paras 11.5.20, 11.5.22)

12.11.19 Under the existing provisions the first appeal 

is made to a person working under the administrative 

control of the commissioner. This does not seem to be 

appropriate. We would, urge that the appellate au­

thority for tax matters should be separated from the 

main body of the administration. Consideration be given 

to the establishment of a tribunal for the taxes 

administered by the Department. The ,-j.UT's (Appeals) 

should come under the tribunal.

(paras 11.5.25, 11.5.26)
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12 . 11 . 20  At present there is no mean,j of formal contact 

between tne Taxation Department on trie one hand and the 

assessees and the funeral public on tne other. We 

feel that it w ill "be of great auvantage to constitute

a Taxation Advisory Committee of representatives of 

sectors of trade and industry directly affected by the 

various taxes. If the Committee at tne otato level 

functions success fully and proves to "be useful, the 

Government may think of constituting Local Advisory 

Committees, the level of each Division which could also 

serve purpose of bringing the body of the tax payers 

and the Taxation Department together at an informal 

level.

(paras 11.5.27, 11.5.28)

12.11.21 As the State was reorganised in 1970-71* the 

headquarters office was shifted from Shillong to 

Gauhati. At present‘this office is housed in Temporary, 

hired accommodation. The space occupied by the headqu­

arters office is quite limited. Por a proper function­

ing and staffing, the headquarters would require four 

to five times the space at present occupied.

(para 11.5.29)

12.11.22 The offices of tne ST's that we visited were 

also accommodated within small buildings and were without 

several amenities that should be provided to the visiting 

assessees such as sitting accommodation, provision of 

drinking water, space to move about, etc. It is 

important that the offices of the ST fe be located

in more spacious buildings.

(para 11.5.30)
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AMJLJJRiS 

List of xleplies iiecei/ed

]tfo. Name of tne sender

1. Sales Tax Bar Association, Gauhati

2. Eastern as3am Chamber of Coimerce, xiibrugarh.

3. finsukia Hardware Merchants' Association, x'insukia

4. Upper Assam Chamber of Commerce, Jorhat

5. JJarrang Chamber of Commerce, Teapur

6. Assam Financial Jorporation, Shillong

7. Federation of All India Automobile spare parts 
A sso c ia t io n , hew jjelhi

*
8. Assam Young Bnterpreneurs association, Gauhati

■Xr
9. Kamrup Chamber of Commerce, Gauhati

10. Federation of i-jorth .^ast In'ia Cnambers of 
Cor meree and Industry, Gauhati

■X" .

11. Assam. Manufacturers Association, Gauhati
*

12. Truck Owners Association, ^auhati

* Personally interviewed.


