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I. INTRODUCTION

¢ Jhe Study and Terms of Rsference

1.1s1 The Government of Bihar in its resolution No, 3827
of May 8, 1980 entrusted the National Institute of Public
Finance and Policy (NIPFP) with the task of undertaking a
study with a view to rationalising the structure of thrse
taxes levied under the State Acts, namely, (a) the Bihar
Taxation on Passengers and Goods (carried by Public Service
Motor Vehicles) Act, 1961; (b) the Bihar Entertainment Tax
Act,.1948; and (c) the Bihar Electricity Duty Act, 1948,

16142 The terms of reference for the study of the three
taxes are as follows:

(a) The Bihar Taxation on Passengers and Goods Act, 1961:

(1) To make a comparative study of the present
rate stroecture of Bihar Passengers and Goods
Tax (PGT) on Public Service Motor Vehicles
Vis-g-vig that of other States and suggest
such rate schedule as would ensure the maximum
collection without adversely affecting ths
trade and business;' |

(ii) To study the-administrative set-up of check=
points established in the State for the colleo-
tion of Passengers and Goods Tax and to suggest
improvements in their workingj ’

(iii) To study the present provisions regarding
compounding of tax and suggest such amendments
as may be necessary;



(iv)
(¥

(vii)
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To study the different forms and registers

 prescribed under the Act and Rules and

executive instructions and suggest such changes.
as may be necessary; '

To study the present system of levy of tax and

-suggest such improveménts in théir working as

to ensure prompt assessment and collection of
tax;

To conduct selective studies to know the poten-

-tial PGT revenue in compa;ison to actual

yield; and

i

To study and report on any other related and

~‘connected matters,

(b). Bihar Entertainment Tax Act, 1948:

()

(ii)

To study the present system of levy of Bihar
Entertainment Tax Act and to suggest such

. improvement as to plug the loopholes and
" check evasiong ' ]

To make a comparative study of the present rate
structure Vis-a-vis other States and to suggest
such rate structure as would ensure optimum
revenue to the State without adversely affect-
ing trade and industry;
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(iv)

W)
(vi)

'(uii)

N

(Vlil) o

To study the present system of compounding of

- tax’ and suggest such amendments as may, be

necessery_in_thzsvregard,.

To study the present provisions for exemptions
from Entertainment Tax and to suggest such
amendments in the existing provisions. as may

. be necessary;

I

To study the structure of Entertainment .Tax

~administration in the State and to suggest such

imprOVements“sswmsyjbe~necessary;

To study the registers and forms prescribed
~under»the Act and suggest.such 1mprOVements
‘as may ‘be- necessary,

To ‘conduct selective surveys so as to knou ‘the
potentlal entertainment tax revenue in comparl—
- son to actual tax yield; and, '

‘To study and report on any other related and

_ connected matters.

(c} Bihar Electricity Duty Act, 19483..

o (4)

To study the present system of levy of Bihar
Electr101ty Outy and to suggest such improve-

.t ments as may be Felt necessary,
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(1i) To study the present ratg.strucfure,For levy of
‘Bihar Electricity Duty and to suggest such rate
structure as would ensure ths optimum revenue
to the State;

- (iii) To study the present provisions for exemptions
from Bihar Electricity Duty and to suggest such
amendments in the existing provisions a&s may be
necessary; and ' '

o (iu) To study and report on any. other related and
' connected matters,

2, Modalities of the Study

1:2.1 The work 6m the project started from the,fi:st week
of July 1980, The study team including the Director of NIPFP
. visited Patna at different times in order to collect first
hand information on the structure éhd_operation of these
taxes and to hold discussions with the officials of the
Commercial Taxes Department, the Finance Departmené, and the

representatives of trade and industry.

1.2.2 R questionnaire was canvassed among the officials of
the Commercial Taxes Deparfment and the representatives of
Cinema Ouners! Association, Transporters' Association, trade
and industry and certain prominent citizens to elicit their
views on.fhe areas where simplification and rationalisation ‘
of the structure of these taxas should be attempted. A copy
of the questionnaire is given in Annexure I, We are happy
to state that the officials, organisations, and the public



volunteered to supply us information on various aspects of
the taxes and to gzve suggestions on the. areas of reform in
the structure of these taxes, The names of persons/organi—
sations who gave eV1dencé before the Study Team and submitted
written memOranda are glVen 1n Annexures I1 and III,
respectively, L o

3. Acknowledgements

1.3.1 UWe wish to express our gratitude to the officials of -
the Government of Blhar, who extended to us their unflinching
cooperatlon, but For which the study could not have been.
completed, The officials of the Finance and Commercial -Taxes
Depertments helped us a great deal by providing 1nformation
~on the structure of the taxes, Besides, they alloued us to
draw on their rich experiences of administering these taxes
by enlightening us with their views on the areas of reform,
We wish to place on'record'our'deep appreciation of the help
rendered to us by Shri 3,C, Jetli, former Commissioner of
Commercial Taxes, whose sarnestness to rationalise the tax
structure resulted in the entrustlng of the study to us,

Much of the work on the study was done during the tenurs of
Shri R.K, Sinha as the Commissioner of Commercial Taxes,v

- who made our job easy by extending maximum cooperation to us.
We are thankful also to Mr. B.P. Verma, the present Commis-
sione;,’uho has continued to show the same keen interest in
the study as evinced by his predecessors, |



1.3.2 hmong the officials of the Commercial Taxes Departe
ment, we were greatly helped by Mr, V.N. Vageash, Deputy
Commissioner of Commercial Taxes (Headquarters) who was the
Liaison Officer with the NIPFP for the purpose of this study.
Mr, Akhileshwar Prasad, Joint Commissioner of Commercial °
Taxes and Mr. R,R,V.P. Singh, Dsputy Commissioner of COmmgn-
cial Taxes also extended to us the benefit of their detailed
knowledge of these taxes, We are also grateful to the :
officials of Transport Department and the Director of Stéiis-
tics and Evaluation for making available to us a good deal

of the information requ1red for the study.



II. ENTERTAINMENT TAX IN BIHAR

\

1. Evolution of the Tax

2,1.1  The Stétes are empowered to levy taxes on luxuries
including taxes on ehtertainment, amusement, betting and
jambling under Entry 62 of the State list in the Seventh
Schedule to the Constitution, All State'governments with

thé sole exception of Kerala levy the tax on entertainments,
In Kerala, the power to levy this tax is delegated to the
local authorities, Though the tax covers all forms of enter
tainment, the levy on cinematogfaphic exhibition forms the
most important source in all the States, . '

2.1.2 In Bihar, the taxes on admission to places of
entertainmehts such as exhibitions, cinematographic exhibi-
tions, stage plays, dramatic performancés, musical perfor-
mance, variety entertainment, circus and magic shows are
leviable under the Bihar Enteftainments Act, 1948. A tax on
. entertainments was levied under the Act at the rate of 25 per
cent of the rate of fee tharged for admission in any place

of entertainment, Along with the equal rate of surcharge
already levied under the Entertainment Duty (War Surcharge
Amendmant) Act, 1943, the rate of entertainment tax actually
amounted to 50 per cent, This rate remained in force for
almost a decade afid a half until 1st April, 1963 when it was
enhanced to 75 per cent of: the admission fee., In order to
provids partia;ly for the maintenance of the large number of
‘réfugees from erstwuhile East Pakistan the State, like others,
levied a surcharge 6n~§ha tax at thefrqte-bf jﬁ'péisevper
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ticket from 1st 'December, 1971; The surcharge was later
repealed and the tax rate was revised upﬁards to 100 per cent’
at the end of March, 1973, Also, from April, 1973 lower tax
rate at 50 pcr cent of the admission fee has been levied on ¥
- circus and magic shows, .While the tax rate on circus and
magic shows has remained unaltered, the rate of tax on all
pther forms of entertainment was enhanced again with effect
from 1st December, 1975 to 11Q per cent, The provision for
paying a compoundsd fee in lieu of the payment of entertain-
ment tax on the basis of returns was introduced in 1978,

2, Fiscal Importance and Grouwth.

2.2,1  The yieldiof the entertainment tax increased over ®
. seven fold from Rs 71 .lakh in 1960-61 to Rs 5.1 crore in ,
1977-78, thus registering an annual growth rate of 13.1 pef
cent, This is only marginally higher than the growth of th
State's aggregate tax revenus; in comparison with the groygt
‘of the tax in the neighbouring States, the performance of
Bihar can be regarded as very unsatisfactory. Among the
States dompared, Bihar had the lowest rate of growth of
revenus from the entertainment tax, While the growth rate
was 13,1 per cent in Bihar, it was 16,8 per cent in Uttar
Pradesh, 15.8 per cent in Orissa, 15,7 per cent in Madhya
Pradesh, 14,2 per cent in West Bengal and 13.5 per cent %{

_RAssam,

242.2 The relative importance of this tax has hardly ¥
increased in Bihar, Its ratio to total State taxes incre

from 2,05 per cent in 1961=62 to‘2.52ﬂper cent in 1978-78



(Table I1.1), This 1ncraase of 0,47 percentaga point is.
much lower than the 1ncreasa 1n the correspondlng ratio
during the same period of 2,14 percentags points (from 3.53
per cant to 5,67 per cent) in West Bengal, 1.86 percentage
points in Uttar Pradesh (from 2.92'par cent to 4,78 pef cent) ,
0.86 percentage point in Assam (from 2,06 per ceﬁﬁ,to 2.92
per cent) and 0,87 percentags poinf'in‘ﬂrissa (from 1.45 per
cent to 2.32 per cent) L/ The shara of the tax in Bihar in
1978-79 did not show any improvement over that in 1965-66.
Orissa, which had the louwest share of entertainment taxes in
total State tax revenue in 1961-62, all but caught up with
the share prevailing in Bihar in 1978-79, Thus, as of
1978=-79, the share of the tax in Bihar uas higher than only
that in Orissa but uwas lower than that in all other neigh-
bouring States, It was less than half the share of the tax
in Uest'Bengal.;ﬁ

2.2.3 . The parformance of the tax may also be jdﬁged in
terms of the tax-lncome ratio or what is termed as
'effective' tax rate (Table I1.,Z)., It may be seen that Bihar
which had an entertainment tax-income ratio higher thah only
that of Orissa among the neighbouring States in 1961-62
continued to be in the same relative position even in
1977-78, The ratio in Bihar showed a slight .increase from
0,07 per cent in 1961-62 to 0,11 per cent in 1977-78, but ths
increases observed in all the neighbouring States were much
higher. The ratio of the tax to State Domestic Product (SDP)
in Uttar Pradesh and West Bengal in 1977-78 was more than
tuice that in Bihar.  In Assam and Madhya Pradesh too, the
_‘percentage was higher, Oriésa, which had a share just about

1/ The percentage increasss in the ratlo are higher also
in the other States.



‘half of that’of Bihar in 1961-62, all but caught up with the
latter in 1977-78\so,that'it was only harginally louer.

2.,2.4 The estimatés\dFJBUOyancy'and élésticity of the
ontertalnment tax in Bihar and in the neighbouring States ars
-presented in Table . 11,3, It may be seen from the tablg that
in Bihar For a one per cent 1ncrease ‘in SDP there was an
increase of the tax by 1.29 per cent. This coefficient is
- .the lowest among the neighbouring States .except Assam. When
~the responsiuéness to income 'of the tax yield excluding the
"effect of dlscretlonary ‘measures, that 1s, “elastlcity" is
estlm?ted, the performance of the tax in Bihar seems to be ‘
even morTe unsatlsfactory. Not only is the elastlclty of the;
,tax in Bihar lower than that in all of the neighbouring v
‘States excepting West Bengal but also it is less than unlty.
The estimate of elasticity of the tax in Bihar is only U 94
- as compared to 1,36 in Madhya Pradesh, 1.31 in Orissa and
1.03 .in Assam. B

2, 2J5 . Thus, the grouth of the entertalnment tax in Bihar
both in relatlon of its ouwn base as ‘well as in relation to

the growth of the tax in the nelghbourlng States scems to
be clearly unsatlsfactory.

2,2.6 '~ The growth rate of the tax could be expected to be
lower, ceteris paribus, if the level of taxation is higher

~and conversély; However, in the case of Bihér notvonly has
~the grouth of the tax been unsatisfactory but alsc the tax
levels are much louver than the levels prevailing in the
neighbouring States, save in the case of Orissa (Table 11.6).
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In 1977- 78, the per cap1ta tax in 81har was only Rs 0,80 which
was only slightly hlgher than- in Orissa (s 0.75) but much
lower than in West Bengal (R 3.18), Uttar Pradesh (& 2.10),
Madhya Pradesh (R 1,62) and Assam (Re 1.37). As a percentage
of S0P too, the raolative position of Bihar in relation to
this tax among the nelghbourlng States is not different from
the above (Table I1.5).

2.2.,7 Thus, in terms of both the level of the tax and its
growth, the performance of Bihar lsaves much to be desired,.

To some'extent this poor performance may perhaps be attri-

buted to the general economlc_backuardness of the State.

S

Housver, thare can bs equaily, if not more, important reasons
relating to the tax base, rate structure and operations of

. the entertainment tax which have retarded the grouth of the
tax, In‘'what follous, we, therefore, turn to the analysis

of the tax base and the structure of the entertainment tax
in Bihar, '

3. Analysis of the Tax Bass

2,31 The increases in the yield of the entertainment tax
from cinema houses over time may be attributed to mainly two
factors (i) increases in the number of cinegoers and (ii)
increases in the rates of admission and rates of tax,
Increases in the number of cinegoers may come about sither
due to increases in the number of cinema houses and/or due
to more intensive use of the existing cinema houses resu;tinQ.'
in better occupancy ratios. The influence of each of the
factors can be roughly estimated by employing the)Follouing
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-~ formulas
, | L, C R, A R-
AR g =8 G x _oet+ & ("8t ) x CG
S ° 6~ G t

where
6 =
_th =
c =

sybscfipts’q_and

. Thus,

, 0
A CG X =Eg~
R .
A0 8t), g

Acx °

Number of Cinema goers
Revenue from the entertainment tax

. Number of Cinemas

t represant 1975-7 and 1979-80 re§pectiVely.

Roet , .

= increase in r evenue due to
increases in thse number of
cinema houses,

X
CG
0

rsvenue increass due to
increase in c1nema goers
per cinema,

revenue increase dus to
increase in .total number of
cinema goers, and

= revehue increase due to the
increase in the tax paid
per cinema gosr,

!
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2,3.2 If the growth in the yield of the.tax could be
decomposed in the above mannher, it would be possible to
analyse the major factors respohsible for the slow or rapid
growth of revenue. Howevsr, the Commercial Taxes Department
does not compile data on the basis of which we can segregate
the effects of these different factors on the tax yield.
Hence we have attempted to estimate the values of these
different variables for 1975-76 and 1979-80 on the basis of
the information obtained through a questionnaire from ths
cinema houses with ths help of the Commercial Taxes Depart-
ment, IThe number of cinema houses for which the information
on'the‘ variables is avallable 13 only 153 in 1975—76 and
141 in 1979—80.

2.3.3 over the period from 1975-76 to 1979-80, the yield
of the tax has shown an increase of R 104 lakh, Of this, we
have estimated.that the increase in yield due to the increase
in the cinema goers is fs 30.8 lakh which forms only 29.7 per
cent of the total:increase. On the other hand, increases in
the rates of admission and'thevrétes of tax seem to have
enhanced the yield by as much as R 70,3 lakh, which accounts
for 70,3 per cent of the fqtal increase, |

2.3.4 It thus appears that the contribution of the increase
in the number oF cinegoers to. the yield of the tax is qdite'
lou, A Further examination of the data reveals that the
increase in the number of cinema houses would have ‘contribu-
ted as much as 58,8 per cent of the increase in the yield

with an unchanged number of cinema goers per cinema,. But
since the net increase in thQ_Yleld due to the increase in
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the total number of cinema goers was of the order of only
29.7.per cent, it appears that the yicld of the increass in
‘the number of cinema houses was neutralised to a substantial
iextent_by the fall in the number of visitors per cinema

&house.
2.3.5 Thhs, it appears that.the number of cinegoers per
cinema house seems to have shown a fall over the period, To
"examine this, we have'computed two measures of the
'occupancy' qatia for the two years, namely, (i) ratio of the
" number of ﬁersons visiting cinema houses to the total QUmber
seats (occupancy ratio 1) and (ii) actual taxes paid as a
proportion of total tax payable if all seats are occupied
(occupancy ratio 2)., Ue feel that whichever of the two is
the measure chosen, the ocecupancy ratio had fallen in Bihar
betwesn 1975-76 to 1979-80. Occupancy ratio 1 fell from
27,4 per cent in 19757 to 25,2 per cent in 1979-80. Simi-
larly, occupancy ratio 2 fel;‘from 25,6 per cent to 24,6 per
bent.. ‘ , | ’
2.3.6 In Tables I1.,6 and 11,7, we present the trends in
occupancy ratios in cinema houses by seats of different rateg
of admission located in blaces grouped according to popula- |
tion, The rates of admission chosen in the analysis gensrally
‘refef to; 3 classes of admission: the upper (dress circle and; -
balcony), middle (upper and middle stalls) and lower (lower
stalls), As the rates of admission to these classes vary
Adepénding upon the population of the city, we have chosen th{
different rates applibable in the cities having populétion '
over one lakh, towns with population in the range of 50,000



.. to one lakh and smaller towns having population of less than
50,000, The occupancy ratios accordlng to admission rates in
cinema houses located in different sizes of cities and towns

are summarisad in Table II,7, 4

2,3.7 Certain important features can be observed from the
Table II,7, Firstly, the occupancy ratios tend to be higher
in bigger cities and lower in smaller cities and touns.
Secondly, occupancy ratios tend to be highar Por lower classes
of admission than for thebhigher classes of admission irres-
pective of the size of the c1ty where the cinema houses are
located, More important from our point of view is the changs
in the occupancy ratio between the years 1975.76 and 1975-80,
The strikind/feature of the change is that uwhersas the occu-
pancy ratios showed a significant increase in the bigger
cities having a populat;cn,of over 1 lakh, it declincdusignig
ficantly both in towns in the population range cf 50,000 to

1 lakh and in amaller towns having less than 50,000 popula-
tion, The increase in the occupancy ratio in the bigger
cities was observed for éll classes of admission. Similarly,
che fall ‘in the ratio’in smaller cities and touns ‘is noticed
for almost all classes of’édmission; |

2,3,8  The share of theitofélgsécfing capacity, percentage
of seats occupied tax payable at full capacity and taxss
actually paid for cinema houses in each of the three classess
of cities and touns and their respective totals are presented
in Table 11, 8. It is clearly seen that the share of seating
capacity of cihema houses in the bigger cities having a popu-
lation of over 1 lakh expressed chh*in terms of percentage



. of total seating Cabacity in the State as well as percentage
of the tax payable has declined steeply between the two years,
Correspondlngly, the shares of the smaller cities and touns
have shoun a substantial increase, Thus, the expansion of
the seating capacity has come about in smaller cities and
towns at a faster rate than in the bigger cities. At the
same time, it is also seen that the share of cinegoers of

the major cities and smaller touns showed only a marginal
increase and thaf ih the middle gfoup of cities shoued a dec-
line, It follouws that thers was increase in the occupancy
ratio for the bigger cities, whereas in the smaller cities
~and towns the ratio declined. For the Stats as a whole too
the ratio declined over the period.'

2.3.9 We have examined the trends ‘in occupancy'ratio in
different districts oF the State, Uthh are presented in
Table 11,9, Of the 31 districts, we do not have any data onf
the cinema houses located in 8 districts of Nalanda,. Nauadah,
Aurangabad, Siwan, East Champaran, Samastipur, Begusarai and
Giridh, Of the remaining 23 districts, increasing trend uas
observed only in the case of 4 districts, namely, Gaya,
‘Bhojpur, Madhiban and Monghyr and in the remaining 19 dis-
tricts, the ratio showed a decline by varying percentage

points, ~

2.3.,10 On the basis of the occupancy ratio 1, use have
constructed the freguency table of the cinema houses for
19757 and 1979-80 (vide Table II.1@8). It is clearly seen
‘that over 50 per cent of the cinema houses covered in our
analysis had less than 20 per cent occupancy ratio and over
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- ‘person have.not increased much, thereby limiting the grouth ~§
| of the entertainmant;tax revenue over the period; Thus,  the n
slou grouth of cinema houses is an important factor limiting®
the grouth of the entertainment tax in Bihar, Thersefors,

in order to increase the rate of growth of the entertainment
tax, it is necessary to encourage the construction of nesw
cinema halls in the State, In principle, increases in the
‘'yield of entertainment taxes may be achieved either by enhan~
- cing the rate of tax or by bringing about increases in the
‘number of cinemagoars, Bringing about ‘ad hoc changes in the%
rate structure to meet the exigencies'of revenus may not.
ensure productivity in,the-lqng run and may even prove to be’
.,coUntér‘productive. ;It is, thereﬁore, necessafy that more i
and more people are brought into the category 6f'cinemagoer&
-;This cah be achieved largely through encourabing the cons- “
truction of cinema houses particularly in the outlying areas
of the State, | |

.,
f
£

i
i

2,3¢13 In this connection, it is necessary to examing the :
present precedure for granting licehcesi The procedufe for
obtaining licences is laid doun in the Bihar Cinemas (Regula
tion) Act, 1954, and the Bihat: Clnemas (Regulation) Rules,
1974 framed under the Bihar ClnemasxAct.; According to the
provisions thereunder a person desirous of congtructing a
permanent cinema is required to submit an applitatjion along
with plan of the building to the District Magistrates The

- District Mag;strate on receipt of the applicatlon puts up a

" ‘notice in prominent places including civil and criminal
courts of local jurisdiction and the office of the Municipal

~Body, inviting objections from the gemeral public as regards
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75 per cent of the houses had a ratio of less than 30 per
cent in both the years, The frequency distribution of
cinema houses in different classes of cities reveals that
the distribution in bigger cities having population of over
1 lakh is more even whereas in smaller cities and towns the
proportion of cinema houses having louar occupancy ratios
uas sven hlgher. ~ ‘

2.3.11 An important factor determining the yield of the
entertainment tax is thg number of cinema halls, In

Table 1I.11 we presenta comparative picture of the density
bf cinema houses in terms of the number of cinema houses per
lakh of population in:all maJor States of the country in
1975~ 76, . Of the 15 major States, four States have ratios
greater than one, ahd almost all States have ratios grsater
than 0.5 exceptlng Urlssa and Bihar, .In Bihar, the number _
of cinema houses per: lakh of population is the lowest among
all the States_at;D-Sﬁ,'uhlch explains to a large extent the
low level of entertainment taxes in the State.

2,3,12 Not only has the State the lowest concentration of
cinema houses émong'the"majdr States, but also the grouwth

in the number of cinema houses has been very slow. DOuring
the period 3967-68'4‘1977-78, the compound rate of growth

of cinema houses in the Stats was only 3.1 psr cent per year
and even if we take a somewhat recent pariod from 1970—75 to
1977-78, it works:out to'oniy 4,9 per cent per year for the
State, (Between the.inter-censal years 1961 and 1971 the
numbe: of cinéma<hOUSés‘pér'1akh of populatior. increased only
at a very slow pagai)i’That.ié cinema-going facilities per



the suitability of the site, to be submitted within 15 days

of the date of the notice. The application as well as the
objections have to be considered at a meeting of the Cinema
Advisory Committee~consi$ting.of the Superintendent of Police,
the Civil Surgeon, the Executive Engineer of the Public Works -
Depdrtment, the Chairman of the Municipal Body of the town
where the licence to build the cinema is s%ught, the officer

in charge of the Town .Planning Organisation and the District
Magistrate, '

2,3,14 On the basis of the findings of the Committese sub-
mitted ‘to him, the District Magistrate, formulates his
recommendations;and.sénds them to the State government, Ths
State government7takes;a'decision on the suitability of
constructing the cinema house in question, keeping in mind
the recommsndation of the District Magistrate., On comple-
tion of the building to his satlsfaction, the District
Magistrate issues the licence for a permanent cinema, which
is again subject to.thefapproval of the State government.

2,3.15 The restriction for the selection of the site and
conditions to bs observed ih the construction are stipulated
in the'Bihar Cinemas (Regulation) Rules, 1974 and their

~ amondments from time to ~time.

. - S

2,3.,16 - The . East Indian Motion Pictures Association have
.pointed out to us that the étringent conditions stipulated
unﬂer'fhe'Bihar Cinemas,SRegUlation) Act, 1954 and the Bihar
Cinemas (Regulation),Rules, 1974 ars mainly responsible for
the low pace of construction of new cinema houses in. the



'Stata, Another hurdle, it is alleged, is the condition
imposed by the Government that the cinema house should be
air-conditioned or aip-cooled'irrespectiVe of the location
of the cinema house, i.e., even in places where air condi-
tioning will not be uantéd and would therefore not bse
profitable, o

2,3.17 \UWe have examined the conditions for gestting the .

- licence as laid down in the notification of the Urban Deve-
lopment Department (UDD) of the State government which are
summafiead in Table 11,12, s are of the opinion that laying
‘down rigid regulations for the granting of licencs would

; certainly work as a‘deterrsnt to the opening of new cinema
houses in the State, While it is true that the cinema ouners
cannot be allowed to construct the houses without any regard
to public amenities and safety, the objective can be better
achieﬁed by prescribing broad guidelines rather than stipula=-
ting inflexible conditions, It is;necessary that each case
should be judged on its own merits rather than on the basis
of rigidly laid doun rules.‘vFurthérmore; centralising of

the powers to accord approval to the plan of constructing

the cinema house in the hands of the UDD does not seem to

_ be appropriate, As the approval uill genefally be based on
the recommendation of the District Magistrate, giving the
pobef of final approval to the UDD does not serve much pur-
pose.but'only creates further red-tapism and bdreaucratic
~delay which can be avoided by empduring the District Magis-
trate'himself to accord the approval and then report to the
Government., In a review of the approvals from time to time,
the Government may issug fresh guidelines, if Fognd necassarﬁ
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2,3,18 R strong representation‘uas made before us that in
view of the oxorbitant .cost of land and construction,
machinary, fittings and furniture, the neu cinema houses
cannot profitably subsist unless concession by way of tax
holiday is extended to them. However, we find that the
occupancy ratio is high in the cities and bigger touns,
Hence, providing tax-holiday for new cinema houses in these
places does not seem warranted. Besides, cinema houses are
concentrated in cities and bigger touns, as it is, Granting
these concessions uniformly to all new cinema houses across
the State would aggravate the dlsparltaes between bigger and
smaller placss as many of the 1nVestors uould be encouraged
to build the cinema houses only in places where a higher
occupancy will be assured to take better advantage of the
tax—hollday prOV131ons. Therefore, we are of the oplnlon
that constructlon oF new cinema houses should: be encouraged
especzally in outlylng places of the State, 2

4, Structure of Entertainment Tax in Bihar
~a, Jhe rate structure

2,441 In the earlier sections we have.traced the evolu-
tion of the entertainment tax in Blhar. Briefly; from.the
level of 50 per cent of the adm1331on fes in 1948 the rate

of tax was enhanced to 75 per cent in 1963, 100 per cent in
April, 1973 and 110 per cent in December, 1975, The sure .
charge of 10 paise per ticket introduced in 1971-72. to meat
expenditure on the refugees from Bangla Desh was repealed

by the end of March, 1973, While all other forms of enter
tainment are currentiy:théd'at 110'berqqant'of the admission

ZZ(- zwoéag‘?’ o
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fee, circus and magic shous are taxed at the lower rats of
50 pur‘cent‘ As regards the cinema‘houSes, the alternative
of paying a compounded fse to the payment of tax on the
basis of Fortnlghtly returns of collectlons was introduced
with effect from 1978, i

2,4.2 ' It may be pertlnent to point out that though all
forms of entertainment are taxed, ‘the yield of the tax on
cinemas in Bihar, as in other States, constitutes by far
the most important source forming over 95 per cent of the
total yield, Therefore, we intend to focus in our study on
the entertainment tax applicable to cinema houses,

244,3 The rate structure of the entertainmehf tax in
Bihar is rather simple. As stated earlier, all.forms of
"entertainment except circus and magic shows are taxed uni-

| formly at 110 per cent of the admission fee. The latter
are taxed at the rate of 50 per cent. As regards the tax
on cinema houses, besides this c1nematograph exhibition tax
at 110 g :r cent, a shou tax is also levied, The rate of the
show tax is fs 10 per show in Patna, Ranchi, Dhanbad, Jharia,
Jaﬁshedpur’ahd Jugsalai and Rs 5 per show in other pla ces.

2.44.4 'HOUGVer, certain salient features of the tax may be
noted.s First, unlike in o ther States, the rate of the tax
.1s uniform and does not vary with the rates of admission Fe&

Second, the tax rate in the State in comparison -with the
rates prevailing in other States does not seem to be unduly ?
high. Third, though the revision of tax rates has not been

very frequently resorted to, much of the increass in the

-
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admission charges has come about not due to’ changes in the
admission fee but due to changes in the tax rates. .

2.4,5 Thémapplication of a uniform tax rate on the
admission fee rendersed the tax merely propoftioﬁal to thse
admission charges so that when an additional specific sur-
charge Uas imposed during December, 1971 to March, 1973
the rate structurs becaﬁe regressive, UWhile a single-rate
-levy has the advantage of simplicity, imposing a flat rate
on higher and lover priced tickets would seem justified
neither from the point of view of equity nor from the point-
of Qieu of revenus.s The cinema goers occupying seats of
different classes, liks balcony,. upper stalls and lower
stalls, belong to differsnt income groups, It is the more
well-to-do sections of the poquqt;on»that purchase -tickets
of higher denomination, To tHé pdorar éections,uhich
Apurchasevthe tickets of louef value, the cinema is a less
important item of consumption than to th@ cinema goers from
the higher income groups. 'Therefore; the résponsiveness of
demand for this form of entertainment to changes in the
prices (price elasticity),‘cetéris paribus, is higher for
the poorer sections and is lower for the -higher incoms
groups of people, This meéhs that.the pricatelagticity

of demand would bs higher for the louer‘stalié and louwer
for the upper stalls, and sti1l louer for ‘the balcohy.
Therefore, from the point of v1eu of revenus, it would seem
to be approprlate to tax seats subgect to less elastic
demand at hlgher rates.. ThlS uould also sorve the cannon
of equity ‘as hlgher income groups uould be subjected to
higher rates of taxatlon.; '
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2.4.6 In-this regard, the opinions of ‘the various organi-
satioms of trade and business are worth néting; particularly
those of the Cinema. Ouners' Association. : They are unanimous
in asserting that a flat rate sﬁould not be applied as at
present, but that the rate should increass progressively'uith
increases in the admission fees, This would, they contend,
provide relief to the pooref cinema goers who occupy lower
classes of seats and thus lead to a better occupancy ratio,

2.,4,7 ' It is necessary to examine uwhether the cinema goers
in Bihar are subjected to Highe; or lower rates of taxation
than those in the other major States of the céuntry.
However, compérison of the tax rates is rendered difficult
as ,the structure of taxation as well as rates of admission
differ from State to State., Bihar is the one State besides
Haryana which levies the tax at a flat rate applicable to
all classes of admission. In most of the States, the rates
of tax vary for different classes of admission. In Uttar
Pradesh, there is a basic tax levied at a flat rate, but the
differential surcharge imposed on it introduces differentia-
tion in tax rates among the different classes of seats. In
many of the States, there is straightforward progression
with the rate of tax as a percentage of the admission fee
increasing as the latter goes up. In Gujarat, Maharashtra
~and Madhya Pradesh the rate of tax is expressed as a percen-
tage of the total value of the tickets inclusive of the tax,
whereas in other States the tax-exclusive admission fee is
the base., Besides, in some of the States like Gujarat gnd
Orissa, the differentiation is done with respect not only to
the classes of admission but also to tho classce of cities
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and towns where the cinema houses are located,

2,448 Though a comparison of the tax rates between Bihar
and other'Sfates is difficult for the reasons stated above,
we may attempt a cohparison of the broad magnitudes. The
rate structures in Bihar and other major'States are presented
in Table II.13. It may be seen that the tax rates on cinema-
goers in Bihar are by no means the highest, contrary to the
claim made by ‘the representatives of the Cinema Ouners'

Association;” In Haryana, where the tax is levied at a

~uniform rate as in Bihar, for example, the rate is as high

- as 125'per'ceht as compared to the rate of 110 per cent pre-

vailing in'aihar;f’ln'uttar Pradesh, the tax rate including
the surcharge works out to over 125 per cent aven for the

‘tlasses of admission having a fea of less than one rupes.
In Punjab, though for the lowest class the tax rate levied

at 100 per cent is lower than that of Bihar by 10 percentage
points, it is higher by 15 percentage points on all other
clagses of admission, In Maharashtra and Gujarat, where the
tax is levied on the gross value of the tickset, the rate
works out to be marginally lower for the classes of admission
having a gross value of the.ticket less than s 2 (approxi-
mately the 1ouest class) but is substantially h;gher on the
other classes o ~ Houwever, for some classes of adm13310n,

the tax rate levied in' Bihar seems to be higher than those
prevalent in Orissa, Madhya Pradesh, Rajasthan,:Karnataka

“and Uest:Bengali Un examination, it uould saemfthat;the tax

In fact, in Gujarat. Fnr some classes OF adm1331on the

rate of tax works out to- ‘as high as 186 per cent of thae
net adm13310n ?ees.

*



rate brevailing in Bihar is on the low sids, particularly
for 'higher! admission classes. Tharefore, it would be
appropriate to raise the tax rates esp801ally for the
‘higher classes of admission, We will 1ndlcate the proposed
rates later in the report, |

‘2,4.9 Besides the tax on cinematograpﬁ exhibition, there
"is also a cinema show tax in most States. A comparative
picture of the rats s tructures of the cinema show tax is
presented in Table 11,13, In some of the States the power .
to levy the show tax is vested with ‘the local bodles but

in many of the States the tax is levied by the State govern—

ment itself., In keeping with the practlce of many other
~States, Bihar too levies the tax at hlgher rates in major

]

cities and at lowsr rates in other,places. ‘A comparison of*

the rates betueen Bihar and other States, reveals that the*
rates in Bihar are neither unduly high nor unduly low,

" 2.4,10 The admission bhargas to cinema houses vary from
place to place and many times from one cinema house to "
anbther in the same placé. We present in Table 11,14 the
admission charges and taxes for various classes of adm1381
in respect of cinema houses in the c1ty of Patha for the
period 1960-61 to 1978-79, This may be taken broadly to
represent theApositioh in the State. While the extent o
revision in admission fees has been only marginal; parti-
cularly for the higher classes of admission, the extent ¢
revision in tax rates by contrast has been substantial,
The rate of increass in the admission charges and taxes
different classes of admission over the period firom 1960



to 1980 are presented in Table II,15,

2.4,11 It ﬁayfbe inferred from the above that (i) the

rate of incréase in taxes has been generally higher .than
the rate of increass in the admission charges; (ii) the

rate of increase in both admission charges and taxsess has
been higher for lower classss of admission tickets., As a
result, though at any point of time the tax rate that exis-
ted was proportional the relative rate differential ‘between
lower and upper classes has been substantially reduced over
time, As the cinema goers occupying lower classes of admis-
sion Belong predominantly to the poofer sections of éociety,
reduction in the differential between lower and upper clas-
ses has tended to be less and lass progressiVa'over'the
‘time period. | - '

be Exemgtions*‘

2.,4,12 According to sub-Section (1) of Section (10) of the
Rct, the State government can exempt from the enterteinment
. tax charges for admission to a form of enterfainment on any
of the, following grounds : (a) that the entire gross
proceeds of the entertainment are to be spent for philan-
thropic, religious or charitable purposes (b) that the
9ntartainmentnis of a wholly educational character (c) that
the entertainment is providedyfor purposes which are partly
educational, cultural or scientific by an inétitution not
conducted or established’ for profit; or (d) that'the enter=
tainment is provided by an institutional not conducted for

profit and.established solely For‘fhs purpose of promoting
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public health or the interests of agriculture or of a manu-
Facturing industry and consists solely of an exhibition of
(articles'wnich are of material interest in connection with
" questions relating to public»health or agriculture or of the
products of the industry for promoting the.interests of
which the institution exists, or of exhibition of the mate-
rials, machinery, appliance or foodstdffs used in the
production of thess products,

2,4.,13 Besides the above, the State government under
sub-Section (2) of Section 10 may, be a general or a special
order, exempt any entertainment or class oF entertalnment
Oor any person or class cf persons from the llablllty to pay
the tax.
2,4,14 Thus, the select1Ve pollcy of granting exemptlons
by the Government may be classified into (a) those uwhose
. proceeds are used for educational, philanthropic, religious
~or charitable purposes and (b) meritorious kinds of enter-
tainment which directly serve these purposes. In ths
former cases, in order to become eligible to get the exemp=
tion, the spcnsors of the concerned entertainment shous
need only satlsFy the Government regarding the purpose for
which the proceeds are to be utilised, As this requirement
is ‘sasily Fulfllled,.theAsystem is working satisfactorily.

2,4,15 'As'regardsdthe policy of granting general exemption.
For merltorlous pictures, some change in policy seems called
For. In the absence of an expert body which can carefully
go into the merits of various pictures and recommend the
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granting of exemptions the decisions taken by the Government
are bound to be arbitrary. Such an opinion was expressed

by the East India MOfion Pictures Association in their
memorandum submitted to us, We agree with this view.

2.44.16 Besides the above, the State government may under
sub-Section (2) of Section 10, by a special order, exempt
any entertainment or class of entertainment or any person
or class of persons From the liability to pay the tax,
Under this provision the Government has exempted with effect
from 30thQUctober, 196% all military personnel either in
uniform or on production of an authorisation certificate
from ths concerned Section Officer, Similarly, with

effect from'1st7May, 1974,Tall personnel of the Border

* Security Force and the Bihar Military Police either wearing
uniform or,eh'production an authecrisation eertificate from
the Commandant prmthe‘concerned Station Officer, as the case
may be, are exempted from fhe payment of the entertainment
fax. In cases where the exemption is claimed by producing
an auterlsatlon certlflcate, the persons uwitnessing the
cinema a:e rejuired to_prepare the certificate in tripli-
cate one to be kept in the Office of the Section Officer,
Commandant or. the Station House Officer as the case may bs,
another copy to be kept with the booking office of the
cinema house and .the third copy to be held by the person
witnessing the eqtertainment. |

2,4,17 Though the persone not wearing uniferm, claiming
exemption are required to take two coépies of the authori-

sation certificate;-meny a time, they take only one copy
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with them.” Further, it is difficult to ascertain the
genuineness of the signatures™~pf the officers as they

are not circulated to the cinema houses. Even in the

" case of persons wearing uniforms, it is difficult to
ascertain whether these persons.really belong to the
exempted category or not, All‘these-suggest that this
type or mode of exemption can lsad to large-scale misuse,
though at present there is no evidence to suggest that
this exemption provision is actually made use of to any
‘significant extent for ‘evading the tax,

_P{_'The systeﬁ of cémgpunding=
’2 4:18  As stated earller, the Act provides for the
payment of compounded Fee in lieu of the tax payable, The
prOprletor intending to pay the composition sum eshould apply
~in Form IV to the Commissioner or any other officer empo-
wered by themState'fhrough tﬁe Superintendent of the
‘concerned circle or sub-circle, The Supefintendent is
“required to forward the applicatioh‘to the Commissioner or
any other officer specially}empouered for the purpose, who,
after making the necessary inguiry, would permit the pro-

prietor to pay the compounded ‘levys,
J OENEeT, 2o

i.4.19 The rule for compounding is that the compounding
‘fee would be fixed at a level of 15 per cent higher than’
“'the average assessed tax of the .preceding three years.
“While computing the average.tax, the tax payable durlng the
periods of tax-free shous and perlods of closure of the

cinema halls are to bs included,
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2;4.20 Though the alternative of compunding the tax has
been offered since 1978, ohly 88 out.of the total of 282
- cinema houses have so }ar GXBrcised'the option, Thus, it
~would seem that the compounding alternative is not found to
be sufficiently attractive and many proprietors have centi-
nued to bear the compliance cost and pay the taxes at the
prescribed rates by furnishing the fortnightly returns
rather than paying a lump sum amount,

| .
2.,4,21 The distribution of cinema houses opting to pay
the compound fee among the different types of cities and
touns in various divisions of the State is presented in
Table 11,16, In terms of absolute numbers, towns having
a population{betueen 50,000 and 1 lakh have the largest
number of ¢inema houses paying the compounded levy, Of
the 88 cinema houses that have opted for compounding, 48
belong to this category of towns, Tirhut division has the
highest number of ‘cinema houses (23) paying the compounded
fee.  THe two divisions of Tirhut and Bhagalpur have in them

almost half the number of cinema houses paying compounded
feas - ' '

2.4,22  Though the number of cinema houses' paying the
compounded fee:is the highest. in the touns having a popula-
tion between 50,000 and 1 lakh,  the percentagse of total
cinema houses belonging to the category is not vefY'much
different from the position emerging in other types of
cities and towns. As .the growth in the number of cinema
goers in the bigger cities ;é likely to be higher dus to
the higher educational_levéis ofbthe population, greater



avdilability of entertainmeﬁt and gfééter demonstration
effect, one should expect a highér p’oporfion of the cinema
houses. to exercise the option of compoundlng in the bigger
Cltles. Contrarlly, in the case of Bihar compounding seems
to be more popular in the case of cinema hcuses located in
places having a population in the range of 50,000 to 1 lakh,
Not merely is the number of houses opting for compounding

is the highest in this category ofﬂtduns, but even the
prOporgion of these houses to total cinema houses in these
touns is higher than the corresponding proportion in the
other categories of cities aﬁd-touns. It would seem that
the alternative of compounding is not resorted to much by
the ouwners of cinema houses located in the major cities of
the State, ThUS,‘lt may be concluded that (i) in general,
the;CDmpound;ng alternat1VelprOV1ded by the State government
has not been focund to be suFFiciently attractive for wide-
spread adoptlon of the system and (11) even when adopted

by a llmlted number of houses, it is not much in vogue in

" “the major cities of the State,

2.4,23 | It is necessary to inquire more fully into the
causes of the low level of adoption of the system of com=
pounding by cinema houses. The Cinema Ouners' Association
.0f the State is of the view that the formula for compounding
is very unreasonable.  Adoption of this system would be
advéntageous only if the grouth in the number of cinema
gosrs is at least 15 per cent highér in every year than the
' average of the preceding three yéars, whereas, in actuality,
.the‘grouth in the number of cinema goers from year to ysear
has been only marginal, While the owners would certainly



like to avoid the compulsions and complications of affixing
adhesive stamps, maintaining forms, registers and records,
fillingr returns every fortnight, estc. by paying a compoun~
ded sum even if they have to forego a little over and above
of ‘what they would have paid at the prevailing rates of
taxation, they considsr that payment of 15 per cent in
excess of the average of preceding thres years is too high
a price for avoiding trouble and possible hafassment..

2.4,24 It should be noted that through the provision of
the alternative of compounding, the cinema houses are given
an incentive to enhance their occupancy ratios. In respect
of any increases in revenus over and above 15 per cent of:
the average of the preceding 3 years,  though the ouwners
continue to collect the tax from the #inema'goers, thay
need not pay it to the exchequer, On the other hand, the
risk involved in optihg for the system of compounding is-
that the inability to enhance ths accupancy ratios so as to
result in an increase in the tax collected (gross collec-
tions) Yy at least 15 per c¢ant in excesévof the avgrage

of the preceding thres ysars would placs the ouwnsrs at a'’
disadvantage, for in that case the advance lump sum tax
paid would sooner or later be more than what would actually
be collected from the cinema goers depsnding upon under-
payments in earlier years. By offering better facilities
and showing better cinemas, the cinema owners can to soms
extent increase the occupancy ratios, but as a large part
of the population is kept out of the-aﬁ%it of the 'cineme-
going'population due to poverty, illiteracy and ighorance,
particularly in the more remote parts of the State, ths



- 34"\

increase in :the occupancy ratio that can be brought about

by the deliberate efforts of the ouwnsrs may not be very
significant If that be so, the ocwner c¢an probably gain
maneby evading the tax through uaderstatlng the occupancy
ratio, someflmes in collusion uwith the officials, and hence
he'uould prefer touundergo éll_the inconver iences of filling
in fortnightly returns and keeping records and registers
tather than pay the compounded tax which would keep steadily
increasing as it is reckoned at 15 per cent hlghe: than the
avarage of the preceding three years,

2,4,25 A view has been exbréssed that the alternative of
compounding should continue to be provided_FDr'all the
 theatres as at present, but that it should be made more
~attractive so és to induce the theatre ounets to chooss
this option, This, it is argued, would mean administra-
tive simplicity, ensure certainty of revenue to the State's
‘exchequer, minimise tax evasion and reduce the cost of
collection to the State and the compliance cost to the tax

payers.

2.4,26  Undoubtedly, from the administrative point of view,
the system of compounding seems to hold advantages over the!
'system of assessment and payment of tax on the basis of
"Fortnlghtly returns, But it should be noted that the owner
would opt for the system of compounding only when they are
certain of gaining from this and thus compounding might
actually mean loss to the exchequer. As regards certainty,
. certalnty 1n revenue is ensured only when all or at least

most of the theatres exercise the option of compoundlng,



which is possible only when the formula of compounding is
made very advantageous to them. Thus certainty is ensured
only at a loss of considerable amount of revenue to the
State, As rejards minimising evasion; it must be noted that
the present formula for compounding is based on the amounts
of the faxes paid in the previous three years, during uwhich
"the cinema houses would have understated their occupancy
ratios and £hey‘u0uld continue to enjoy the fruits of their
past'violétion of the law at least for some.years to coms,

2.,4,27 Besides, administrative convenience is not the
only consideration nor is it a predominant consideration,
Economid considerations are as important, if not more,

From this point of view, the system of compounding leaves
much to be deéired. The base of the tax is expenditure on
entertainment, However, when the levy is compounded, this
ceases to be the tax base, though.the donsumers continue

to pay the tax on their spending on entsrtainment., In fact,
with the present formula for compounding the base turns out
to be indirectly the expenciture on entertainment in pre-
vious years rather than in the current ysar. When the
system of compounding is allowed to operate for a long
period, the actual tax bass may become very remote from the
visualised tax base, B

2.4,28 Administrative considerations could be given the
predominant weight if the system of bofiecting taxes on the
basis of. Fortnlghtly returns .can be’ Sald to be complicated.
This is far from belng SO. The admlnlstratlon of the entenr
tainment tax in Blhar should not be ‘too dlfflcult, as thers



are only about 280 assessees,.

2,4429 It is necessary to point out that praviding the
optioh of payment of the composition fee is not unique to
Bihar, A number of States have successfully tried this
alternative, Uhat is unique in Bihar is that the option is
provided. to all assessees whereas in the other States, it
is extended only to cinemas in rural areas and smaller towns,
In Kapnataka, for instance, cinema houses located in places
haviny a population of less than 10,000 are required to pay
a lump sum amounting to 12 per cent of the gross collection
capacity of the show, . In Tamil Nadu, the cinema houses
located in grade II and III Municipal Panchayat towns and
t%illages can pay a compounded sum ranging for 15 per cent
to 224 per cent of the gross collection capacity of the
theatre for 2 fixed number of shows ranging From'14 to 20
shous per week., In Uttar Pradesh, the Lakdavala Committee
suggested that the alternative of compodnding should be
provided,&/ but this uas not implemented, The Chelliah
Committes has suggested the extension of the facility of
compounding only to cinemas in smaller towns and outlying

2
areas,=

_2.4.30 As borne only by the expefience of these States,
from the point of view of administrative ease, it may be
preferable to provide the alternative of paymsnt of a cCom=

pounded fee to the cinema,hDUSeé locatéd in remoter arsas

1/ Government of Uttar Pradesh (1974). Report of the
- : Uttar Pradesh Taxatlon Enqu1rx Committee, Lucknouw,

2/ Government of Gujarat (1980). Report of the Gujarat
Taxatlon Enguiry Commission. Gandhlnagar.
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of the State.. As it is not feasible to have periodic
~ inspection of these houses, there can be legitimate appre-
‘hension\that;large-SCala'evasioh of the tax may come to be
praétised; By providing for this alternative, on the basis
of some reasonable occupancy ratio, enforcement of the tax:
is rendered easier, The time of the enforcement staff that
is spent in visiting thaese remoter places can be better
‘utilised for improving the enforcement of the levy in major
cities and towns. ‘Moreover, this would reduce the compli-
ance cost of the cinema owners in remote areas, which could
enco urage the grouth_ofthe‘nBUCinema houses, Though there
seems -to be no valid case For'providin§ the compounding
alternative generally, it would be beneficial From the view-
p01nt of enforcement of" the tax and of encouraglng the
starting of new houses in remoter areas, to prov1de this
alternat;ve ‘to the cinema houses located 1n places having a
populatlon of less than 20 000.

S, Adm;nistgggion-gnd-EnForcement of the Tax

a. Registiftion_
2,5,1 Section 6 of the Act requires that the propfietors
of entertainménts should obtain registration certificates,
Application for the registration should be made to the
Superihtendént'o;mAssistant Superintendent - of the concerned
circle in Form I, yho after.the necessdry verification
and enquiry grants the: certificate of registration in
Form II; e | '
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2, 5 2 In the event of the sale of the bus1ness, dlscontl- '
nuance and or change in the place of bus1ness, the proprle—
tor or his legal representatlve should’ submlt a report.to_the
Superintendent within abueek of such‘sale,'disnosal, change,
or discontinuance, who after satisfying himself, makes the
necessary amendments in the certificate of registration.
Similarly, in the event of the closure of the business, the
.proprietor or his authorised agent should‘make an application
to the Superintendent for the‘cancellation of the certifi-
cate of registration, The Superintendent foruards ths appli-
cation'to the Rssistant Commissioner along with his report,
the latter after making Further,enquiry that the dues have
been paid, cancels the registration certificate...IF_the
Superintendent or the Assistant Superintendent comes to know
that a proprletor is liable to tax but has Falled to regis-
ter, he can, aFter provrdlng reasonable opportunlty of being
heard, make the assessment accordlng to the best of hlS
judgement and 1mpose in addition a penalty of a sum: not

exceeding one-and-a-half times the assessed amount

2.5.3 According to the Act, the Superintendent may
requ1re the proprletor by an order to deposit as securlty

~an amount not exceedlng the total entertainment tax charge—
able for the full Fortnlght calculated urth reference to

the number oF shows or R 1000, whichever lS lower, If the
proprietor fails to Smelt the Fortnlghtly return or pay the
tax within the. prescrlbed tlme, the securlty cah be forfeited
to the State government Slmllarly, in the event'of default,
the arrsars due or penalty may also be edjusted"uith‘tha ‘
amount of gecurity and the propristor may be asksd to make
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good th: adjusted amount before the tax for the next fort-
night falls- due,’ HoueVer, the requirement of the sscurity

is not compulsory and is demanded at the dlscretlon of the
Superlntendent of the c1rcle..;

2.5.4° It is necessary to inquire whether the requirement
of security is necessary at all for the purpose of enforcing
the tax., The East India Motion Pictures Associa tion as well
as the Ranchi District Cine Association were of the view
that the system of taking security deposits should be done
awvay uith. We have examined this matter carefully., In the
case of many of the cinema houses, tax is payable in advance
either through the purchase of adhesive stamps or through
the system of compounding, Even in cases where the tax is
payable in cash along with the fortnightly returns, the
requirement of a security deposit would not seem warranted
in ‘the case of pérmanént cinema halls, In the extreme cass
of continuous default, the authority can always cancel the
licence to exhibit films after giving dus notice.

b. Payment of tax e

2.5.5 All proprietors registered according to the proce-
dure described above aré'liablé_to'pay the entertainment tax,
under Section 3 of the Act, at the'prescribed rates, unless
they are specifically eXempted under the Act. The tax is
‘paiable in one of the three following ways. Cinema houses
located within 20 kilometres from a treasury or sub-treasury
are requireq‘to bay the’ tax through pre-paid adhesive stamps.
Cinema houses located beyond 20 kilometres from a treasury.



- 40 -

or sub-treasury, are required to pay the tax in cash along
with the'returns to be filed every f-rtnight, Apart from

these two methods, the cinema houses which have opted for

paying the comp031t10n fee in lieuw of the tax, have to pay
the fee for the uhole year in advance.

2,5.6 The proprietors of cinema houses other than those
opting to pay the compesition fee are required to file
‘returns every fortnight with the Assistant Commissioner,
Superintendent,‘Additional Superintendent or Assistant
Superintendent of the circle as.the case may be, within
seven days of the close of the fortnight to which the

return relates.ﬂ If u1thout reasonable cause the proprietor
fails to Furnlsh the return u1th1n the prescrlbed date, he
may be requxred to pay. the maximum of Rs S for every day of

»*

delay aFter the prescribed . date.

2,547 . It’has.been argued before us that the system of
paying the tax through ere;paid adheSiQe stamps is both
cumbercume and inconverient, It is cumbersome because the
proprietors have to keep regular recorde‘of the stamps
purchased, detalls of aFleatlon and the inventory held by
them in the Form prov1ded for the purpose. It is inconve-
" nient because of the dlfflcultles arising from the inade-
| quate supply oF adhesive stamps of proper denomlnatlon and
periodic shortages, Therefore, many tlmes, gven though the
law requires that only tuo stamps be affixed to a ticket,

4 to 5. stamps are affixed. Moreover, when periodic short—
r.ages arise, the concerned offlcer of the circle is requ1red
to countersign the first and the last ticket in sach of
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bunches and the proprietor is required to pay the tax at the
time of the filing the :fortnightly return, '

2.5;8 The problem of periodic shortages of adhesive
stamps has been expérienéed_ih many of the States where such
a system of paying the tax has been i% vogue., Therefors,
many of the Statses have done away with the procedure of
paying the tax through pre-paid adhesive stamps. After
examining the procedures prevalent in the States where the
system of affixing adhesive stamps is not in vogue, we fesl
that the system prevailing in the States of Maharashtra and
Gujarat can be adopted in Bihar also. Accordiné to this
system, all tickets are examined by the Entertainment Duty .‘
Inspector wuho countersigns the first and the last_tickets.
The tax is paid uhile furnishing the fortnightly returns.

ce Assessment and appsal

2.5,9  On the basis of the returns furnished by the
propriestors, thé‘Assistant~Commissioner.or the Superinten-
dent or Assistant Superintendent makeé assessment of the
taxs Houwever, if the aséessing authority is not satisfied
with the returns submitted, he may, after serVing notice
in Form XI, require the proprietor to be present with,
accounts, registefs and documents on a specified date at a
specified place for the purpose of determining the amount
of tax dus, If the proprietor fails to furnish the returns,
fPails to comply with all the terms of the notice or fails
to produce any evidence required;’after providing the
proprietor a reasonable opﬁo:tunity of being heard, the
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Rssistant Commissionér, Superintendent or hWssistant Super-
intendent may assess the amount of . the tax due accorm.ng to
best judgement,

2.5.10 If the proprietor is not satisfied with the assess-
ment, with or*without pehalty, he may, after paying the
admitted tax, appeal against the order of assessment to the
Appellate Assistant Commissioner (if the order has been
passed by the officer not above the rank of Superintendent)
or the Deputy Commissioner within 45 days of the receipt of
the demand notice, The appellate authority after giving a
reasonable opportunity to the proprietbr would pass the
order of appeal In case the brOprietor is still not satis-
fied he can apply for revision to the Deputy Commissioner
if the order of appeal was passed by the Assistant Commis-
sioner or to the Commercial Taxes Tribunal if the order was
passed by the Deputy Commissioner. The Commissioner of
Commercial Taxes too has suo moto powers to revise only any
order passed by an authorlty subordlnate to him, which can
be revi-ed only by the judg-ment of the Tribunal, We are
given to understand that though the law requires the pro-
"prietor to be pfesenf with accounts, registers and documents,
'only in cases uhere the returns Fiiéd do not satisfy the
assessing authority, the proprletors are ordered to be
’present as a matter of routine while making assessments,
This would, besides involving cost to the proprietor,
increases the time taken for making an asseésment which ean

easily be avoided.
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2,5.11 It has also been rapresented to us that the

absence of amy tine limit for making assessments has pyt the
proprietors to a lot of hardship., Many a tims;‘assesSments
are kept pending for years; this requires thshproprietors

to maintain all the registers, documents as well as the
accounts of many years. 1ncreas1ng “their costs in terms of
hardship as- uell as money. i

6, - InFormgﬁiohNSysgg;

2,6.1 R proper administration and effective enforcement
of the tax requirss that information relating to the tax
is collected and analysed periodically, Unfortunately, in
Bihar, information necessary for the proper analysis of the
.tax has not been collected and assembled properly., Even the
most rudimentary information such as :the number of cinema
houses,‘theif break-up into temporary and permanenf houses
and the number of cinema houses opting for compounding are
not readily available, leave alone the data on the seating
capacity in dlfferent classes of admission, the rates of
admission, the number of cinema goeTs in the different

classes of adm1331on, and the occupangy ratio.

2,642 We are of the. oplnlon that compllatlon of informa~
tion on a scientific ba31s .is imperative for the adminis-
tration of the tax, The Statlstlcal Cell in the Department
should therefore be adequately strengthened to compile data
on a regular basis. These data may bs tabulated such that
it is possiblé to make a thorough analysis not only'of each
of the cinema houses but also of the varloua classes oF '
citiss, dlstrlcts and the State as a uhols.'"'
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7. Recommendations

2.7¢1 e have observed that the slouw growth of cinema
~houses is an important factor limiting the growth of ths
entertainment tax in Bihar, Further, our analysis reveals
thot, among other reasons, the procedure for obtaining new
licences for the construction of cinema houses is partly
responsible for such an outcome. We are of the opnion that
laying douwn rigid regqulations for the granting of licences
would work as a deterrent to the growth of cinema houses in
the State and that preséribing broad guidelines can achieve
the‘objectives of public amenities and safety better.
Further, in the interest of efficiency and to avoid red-
tapism and bureaucratic delay, it is preferable to docen-
tralise the power to accord approvals, Ue therefore
.recommend that the District Magistrate should be vested
with the pouer to issue licences for the construction of
cinema houses instead of requiring it to be accorded by the
UDD as at present, ) B

V2.7.2 . If the power of according approval for construo-
ting cinema houses is delegated to the District Magistrates,
there would be greater scope for considering the merits of
individual cases. The District Magistrate would be required’
- to accord approval keeping in vieuw of the broad guidelines J
prepared by the UDD. He will take the decision after |
carefully examining the merits of individual.cases{“
Generally, it should be required that these cases should bs
disposed of within a period of six months and the Commer—
cial Taxes Department should act as a nodal point for



obtain.ng clearance from the various Departments,

2,73 We are of the opinion that in major touns and
cities the UDD could prepare a master plan for the city or
town and the site allotted for the location of cinema
houses could be sold through public aydtiuns. If the
proprietor conforms to the broad guidelines laid doun for
the construction of the cinema houseé, grantiné of the
licence for constructing the cinema houses in these sites
should be automatic, If the above recommendations ars
implemented, there would be considerable simplification of
the procedurss for obtaining the licence leading to a fas-
- ter growth of cinema houses in the State,

2,7.4 With a view to encouraging the construction of
cinema houses, particularly in the outlying areas of the

State, we recommend that the following concession,shbuld be
granted: ' ' -

(i) Cinemas in cities having a population above
1 lakh:
' Tax to be realised

In the first ysar Complete tax holiday
(from the date of
grant of exhlbltlon

licence)
Second yesar . 25 per cent tax to be
, . paid
Third year : - S0 per cent tax to be
. ' paid
:.Fourth year ‘and Full tax_tb be paid

onwards



(ii) Cinemas in towns having a population above
20,000 and belou 1 lakh:

qu to be reallsed

In the first two years Complete tax holiday

Third year 50 per cent tax to be
o ~ 'paid
Fourth year : 75 per cent tax to be
- paid
Fifth" year onwards  Full tax

(iii) Cinemas in towns and localities having a
population below 20,000%

There may be complete tax holiday éo:,fhe first 3
years, Thereafter, they may be required to pay the tax at
the rate of 25 per cent of the gross amount collected in
that year, They should'aiso be provided mith_thé alterna-
tive of compounding. The compounding formula should be
based on the occupancy ratio 5 to 10 percentage points
hlgher than the ratio observed in these 01nema houses in
the last 3 years, If these recommendatlons are implemented
there would be a boost to investment in this sector and a
number of. new cinema houses would be set up in the outlying
areas of the State Uthh 1n the long run uould increass
the elast1c1ty of the tax."""

2745 We have already stated earlier that it would be
more appropriate to levy the cinematography exhibition '
tax at progressive rates., From the inter-State comparison
of the tax rates we have concluded that there is some |
scope for upward revision of the rates of taxatlon partlcu-

larly on higher classes of admission. Ue, therefore,
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recommend the Fdllouing rates of tax on cinematograph

exhibitien for all cinema houses located in places having
o popul atlon of more than 20,000

Rate of Admission . Proposed rata of
(exclusive of tax) entertainment tax
1. ‘Upto 50 paisg" :' 100 per cent
2, 51 paise to Rs, 1 125 per cent
3. Above Rs, 1 150 per cent
2.7.6 Ms stated earlier, presently, the tax is levied at

50 per cent on circus and magic shows, whereas in respect
of all okher forms of entertainment, the rate of tax is

110 per cent. There seems to be no rationale For differen-
'tlatlon between circus and maglc Bhouws on the one hand and
various other forms of non-cinematographic entertainment

on the other hand. Moreover, the rate of tax on the latter
seems to be unduly high, Forms of entertainment such as
drama and dance reflect cultural activities and therefore
deserve to be encouragsd. It may also be noted that in the
" case 0. these forms of entcrtainment it would be difficult
to keep‘a proper check on all tickets sold,. V

2.7,7  UWe recommend that all forms of entertainment other
than cinematodraph exhibitions should be treated alike for
taxation purposes and the organisers of all these forms of
entertainment should be~reqyired>to pay a lump sﬁm fee
instead of. tax a rate applicable to gross receipts., The
lump sum amouht should be calcﬁlatea on the basis of the
display period, the number of seats and the admission fees
charged, As régards'the cinema shou tax, we recommgnd that



the existing rate may be continued.

2,7,8 Rs regards. granting general ‘exemption for merito-
rious pictures, we recommend that the decision to grant
exemption should be taken after receiving thé recommenda~
tion of an expert body. The expert body should consist of
an educationist, a social reformer or social worker, a man
of public image 'and a government represéntative. The expert
body should be required to make recommendations to the
Government after a pre-vieu of the films in respect of

which applications for exemption are received.

2.7.9 With regard to the granting of exemptions under
special notifications of the Staté'dovérnment,;ue find

that granting of exémption:to military personnel and person-
nel belonging to the Border Secyrity Force may and does
lead to largé—scale misuse and therefore recommend that
thi§ facility should be u%thdraun.

2,7.10 We recommend :-hat the alternative of compounding
should be provided only for the cinema halls located in
places having a population less than 20,000. UWe have
already recommended that the rate of Compounding should be
based on an occupancy ratio 5 to 10 percentage points
higher than the ratio observed in similar cinemas in the
last three years. The tax payable should be computed at

25 per cent of the admission charges (inclusive of the tax),
The amounts of the compounding fee in the case oFievery
cinema house should be re-computed whenever there is a

" change in admission charges..



2,7.11. After careful consideration, we feel that the
requirement of_taking security depo: .t for the purposes‘of
registration is not faally necessary, We therefors recom-
mend that the sttem'of taking security deposits may be
discontinued in the case of permanent cinema houses, -

2.7.12 . We are of the opinion that as it is not possible

to ensure continuous and adequate supply of adhesiue'stamps,
it would be advisable to giVe up the present procedurs and
adopt the syétem of paying the tax in cash or cheque along
with fortnightly returns. Such a procedure already prevails
in regard to the cinema housés located beyond 20 kilometres
from a treasury or the Squtreaéuty. This procedurs could
Ee applied to all the théatres.

2,713 In the intersst of avoiding hardship to the asses-
sess we recommend that (i) the proprietor of the cinema
house should be called to be present while making assess-
ments only when it is found that the returns furnished by
him are incomplets and/or incorrect and (ii) the Act should
be amended to include a clause that all assessments rela-
ting to a financial year should be completed within three
years after the completion of the financial ysar.-

2.7.14 In order to strengthen the information system

we recommend that the information on the following items be
compiled on an annual basis for gach of the cinema houses
in the States |

:i) seating capacity in different classes of
admission,

¢



(ii)
iii)

iv)
v)

vi)

rate of admission to the diFFerent'classes,'

number of cinegoers V131u1ng the dlfferent
classes and the total, :

gross receipts from the different classes and
the total,

tax receipts from the different classes and
the total, and

growth of cinema houses u1th ‘the dates of
starting operations, A

From the above information received on each of

the 01nema houses,_aggregate data can be uorked out for

(1) the dlstrlcts (11) the dlfﬁerent classes of citiss and
(111) For the\State. ‘



III. PASSENGERS AND GOODS TAX IN B

1. IntrodJction‘

Ll It is often pointed out that road transport is '
amject to very heavy taxation. The Central government lévies
excise duty on motor vehicles, tyres, .spares and on fuel. At
the State level, besides the saies ‘tax on motor vehicles, tyres
esd .tubes, spares and motor spirit the motor vehicles tax
anc the passengers and goods" tax are levieds Morsover, at the
local level, octroi and other types of entry taxes add to ‘the
tax burden on road transport. The cumulative burden of all |
these taxes is none too light"énd'leads to substantial cost
escalation. While a part of the burden may be considered to
constitute charges collected for the use of road services, a
substantial: portion of the burden uould constituta the tax
elemenmt,

: \ ‘
3.1e2 It is not our intention to examine all the taxes on
road transport, though such a study would be useful in itself
and has been attempted by many committees and. commission Y,
Qur terms of reference.require us to'examine the structure and
operation of only the passengers ‘and goods tax levied in the
State of Bihar and recommend policy measures to ratlonalgse L
its structure and improve its administration. . L

3.1.3  This tax ié>levied in addition‘to.the motor;véhicles
tex (originally introduced in India in the form of fees under
the Indian Motor Uehig;es Act-ofilgld) uhicﬁ_;s méntionedc1n :

Mention may be mads of the Reporﬁsof the Taxation Enquiry
Commission 21953), the Road Transport Reorganisation
Committee, (the Masani Committee 1959), the Road Trans-
port Taxation Enquiry Committee {the Keskar Committee,
1967-68) and the Indirect Taxation Enquiry Committee

(Jha Committee, 1978)s ,
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Entry 57 in the State List, The tax treatment of road
transport, houever, varies among the States: while all the
States cpllect the motor vehicles tax, not every State imposes
a separate tax on passengers and goods. ~For example, West
Bengal does not levy the passengers and goods tax at éll;,
Orissa levies the’ passengers tax but not the goods tax.

Andhra Pradesh, Tamil Nadu and Karnataka which used to lesvy R
the passengers and goods tax have now merged the tax with. the
motor vehicles tax., Maharashtra has converted the goods. tax

into an additional motor vehicles tax. . The States'uhich levy tH
passengers and goods tax have provisions for paying ‘a compositig

fee in lieu of the tax., Though the formula of compounding is
not uniform in all the States, it is to be noted that, in
effect, the péymént of a composition fee is not different from
the paymént of an additional motor vehicles tax, , i

2. Evolution of the Tax.

30201 The tax on passengers and goods was origlnally leviwl

Public Service Motor Uehicles) Act, 1961 which uas given retro
'pective effect from lst Aprll, ‘1950, The rate of tax was, hov
~ever, unaltered until December 1, 1971 when it was enhanced to

in Bihar under Part III of the Bihar Finance Act, 1950 at the
rate of 12.5 per cent of the fares and freights. This Act was
replacéd by Bilhar Tgxation of Passengers and Goods (Carried by#

20 per'cent of the fares and freights. Besides.the basic rateg
an additional tax at the rate of 5 ﬁér'Cént'uaS'levied from §
Decehber 1, 1971 for meeting the expenses connected with Bangl
desh refugees. This uas abolished with effect from April 8, |
1973. The rate of tax on passenger fares Was enhanced to 25
per cent from April 9, 1973, but the rate of tax on freights
has been continued at 20 per cent.
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342.2  Section B of the:Act provides that the Government may,
if it considers. _necessary, allovw the payment of a fixed fee in
‘lieu of the tax at the prevailing ratess In accordance with
this provision, cpmpounding of ‘the tax in respect of public

. service motor vehicles has been in vogue sincae 1966,

3.2,3 .In the case of stage carriages the rates of composition
fee .were originally determined according to.seating capacity.
The rates were changed in 1969, 1971, 1972 and 1973. In 1974,
mini buses were charged at two flat -rates: Rs 150 per month in
the districts of Dhanbad, Singhbhum,-Ranchi, Hazaribagh, Geridih,
Fatna and Gayaj and Rs 125 in the remaining districts. By an
amendment which .came ‘into effect from April.l, 1976, the govern~
ment withdrew the facility of paying composition.ﬁee‘for'tne
buses and mini buses. ‘Houever, the facility of compounding

the tax was again introduced with effect, _from January 1, 1978 to
the owners of these vehicles. Current-y, the Composition fes
for all public service buses/mini buses per year is dstermined
by multiplying the total number: of passenger: seats of the bus'
uith the total number of kilometres to be covered in a day as
per permits The facility of compounding is extended also to

the buses run by the Bihar State Road Transport Corporation.

ARll ‘contract carriages are required to: pay a compounded fee at
the rate of Rs 300 per month. Taxis including tempos and
autorickshauws are required to pay the: composition fee at the
rates of Rs 80 psr month and Rs 30 per month, respectively.

3424 4 As regards the Qoods’vehieles,‘earlier, different rates
of composition were fixed for the trucks permitted to ply south
of the river Ganges and for those permitted to ply north ‘of the
river Ganges. This differentiation,uas done away with, effec- '
tive from 1.4.196% and all goods vehicles having permits to ply
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within the State were taxed at uniform rates; but rate difFereni
ciation was introduced on the basis of laden capacity, The

rates were revised upwards in 1971, With effect from lst April,
1976, rate differentiation on the basis of laden capacity Was
done away with, but different rates were applied to the vehicles
reglstered for a perlod upto S5 years, for 5 to 10 years and
for more than 10 'years: The rates of comp031tion fee were
enhanced in 1979, but the lengths of the periods of registratiof
for rate differentiation For‘the'goods vehicles have remained

s
&

,“'\‘—— -~

the same, However, in reSpéct of all goods vehicles registered:
in other States but Operating in Bihar -on the basis of temporarL

permits upto one month, lump sum amounts are, levied. The . _
currently prevalling rates oF composmtlon fea ‘are presented inf .
TableIII 1.,'

3. Egscal Importance aﬁd'Grouth of théifak

3.3.1 The r9venue_from the passengers and Qoqu tax in the
State has grown,more or legss, at 'the same rate as the total
tax‘revenue collected by the State during thé Iééyean peridd
1965-66 to 1977-78. As a proportion of the latter, it has risf
- only marginally from 2.07 per cent. in 1965-66 to 2.17 per cent
in 1977-78. ‘Thus, relatively speaking, this tax hés continued}
to be of negligible importance in the pattern of the State tax
<system. By contrast, 1n the neighbouring States of Uttar Pradf ¢
- and Madhya Pradesh, the relative revenue significance of ‘this
- tax 'is much greater: as a prOportion to own tax revenues it _
amounted to 5.48 per cent “in the former and 10.93 per cent inf
the 1atter'- i.e., more than twice and more than five times
‘reSpectlvely, of the prOportion in Bihar (TableIIl.2). Eyen
in Orissa, where gnly the passengers tax is levied, the
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corresponding pnoportion vas higher at 2. 94 per cent only in
Rsgam among tHe neighbouring States, the relative iMportance of
this tax was loUer. '

3.3,2 Even in per capita terms, the yield of this tax in
Sihar vas lower at Rs 0.73 (1977-78) than ‘in Madhya Pradesh
(Rs 5.77), Uttar Pradesh (Rs 24 60) and Orissa (Rs 0. 97)
(Table R23L 3). :

3,33 Another Important foature of the trend is that the
yiehiof the passengers ‘and goods tax in the State has been
subject to wide Fluctuations.‘ For example, in absolute terms,
it fell from Rs 147 lakh in 1967-68 to Rs 89 lakh in 1968-69
but rose to Rs 169 lakh in 1969-70, - As a percentage of State
tax revenue, the Fluctuations are.even greater (Table iII.!).

33.4._It ie clear that Frmn#hevieupoint of revenue yield,

the passengers and goods tax 'is only a minor levy in Blhar.

Aside from that, the wide fluctuations noticed in the yield

from year to year cannot be accounted for in terms of fluctuations
in economic activities in the State or of discretionary changes

in the tax base and the rates Hencs, the rdasons for them have to
be found in the weakhesses in the administration and enforcement

of the tax in the Statee-

3.3.5. The Factfthat the yield from the passgengers and goods
tax as a percentage of the State 8 own tax revenue showed
only a marginal increass over timeaindicates that the time
rate of. growth of the tax has been -only elightly higher than
that of the State's. total’ taxes.- When a more recent period
of 10 years from 1968-69 to 1977~78 is considered the

yield of the tax’ recorded a compound annual grouwth rate of

1
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about 20 per cent, which though higher thén.uhat was reeorded-
in Assam (13 per cent) and Uttarvpfadésh (17.4 per cent) is
much lower than those of Madhya Pradesh (24.5 per cent) and
Urissa.(SA per cent)s If a larger time period of 16 .years
from 1962—63_t0 1977-78 is considered, the growth rate of the
tax in Bihar falls sharply to 15 per cent and it is lower than
that of Uttar Pradesh (21 per cent) alscs |

\
AN

\3.3.6-EV?n “though the total revenue from the passeﬁge:s and
goods tax grew at an annual rate of 20 per cent, more than |
half of the'grouth may be attributed to changes in the tax
rates and other disc;etionary meésureé_adOptad by the Govern-
ment. from time to time. .The_yie;d at tax rates prevailing in
| 1968469 is estimated to have grown only at an annual rate of
‘f§‘9.4 per cént, which is less than half of the rate of" growth
observed for the tax at current rates of taxations This
order of automatic growth éf the tax compares very unfavourably
" with the growth rates gbserved in”all_the neighbouring: Statss
" levying the tax.. It is lower than the rates (of automatic
grouth).obsérved in Assam (13 pe:.éent) Uttar Pradesh (12.2
- per cent),.and is substantially below the growth rates observed
in ﬁadhya Pradesh (23.7 per éent)>and.D;i$sa,(3l.7 per cent).

.3.3.7 " It is usual to judge the.giouth of the tax in terms
of buoyancy and elasticity-/._ We have computed buoyancy and

2/ Buoyancy is defined as the percentage increase in the tax

"~ yield at current rates of taxation for a one per cent |
‘increase inithe SDP of the State; elasticity on the other
hand measures the responsiveness of ;the tax yield in.
terms of the percentage automatic increase in the yield
due to the automatic-expansion of the tax basee :
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+1rsticity coefficients oF the passengers and goods tax in

éghar and in the neighbouring States for the period from 1968-69
to 1977-78, The results presented in Table III.4‘indicats |
Uut on an average f‘or 2 one. per cent increase in SOP, there

Y %svon an increase in the tax yield by as much as 1467

.t cont, But the elastlcj.ty of the tax in Bihar is only

c.84, In all the ne,ighbouring,States,' the observed elastici-
tios are abogve unity"anc'i are much higher than that ¢f Bihar.
Thus, the passengers and goods tax in Bihar lacks built-in-
ulasticity and much of the increase in'revenus from the tax

ras been derived from ad h_g__c,_disoretionary measures.

3.3.8 It is of‘ 1nterest to study the responsi\Iensss d’

the tax yield %o the expansion of the tax base namely the
rumber of different categories of. public service motor vehiCIesv
for this purpose, we regressed (in a log-linear model), t he
t;ield of the tax (Y) on the number of public service motor .
vehicles (P) (i._e._,'stage carriages + .goods vehicles), ‘the |
:proportio.n of goods uehicles to total -publio service motor
vehicles (G/P) and tuo dummy: variables (Dl and D2) repreeen-
ting tuo. major discretionary measures. The first dummy
:Epresents discretionary tax changes,introduced in 1971-72
and the;‘ second dummy represents the introduction of check~'-
points in 1976=77,. The: following equation was estimated: .

Log ¥ = -0.414340,7965%*. 10g P-0.5624 log G/P4+0. haze*'nl+o 08620,
(-0.0375)(1.9252) =~ (-0,2033) : ;; (1 7445) - (0. 2816)

7% 2 0.8395°  ° F = 15,3805 D U.Stat = 2,883,

% Significant-'at S per cent Ieve'l""'-
* Significant at 10 per cent level
Figures in parentheses are t-ratios.
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7.3.9 It is seen from the eguation that a one per cent
increase in the number of goods vehicles and stage carriages
leads to an increase in the yield by only 0.8 per cent.
Secondly, payment of the tax is not significantly related %0
the proportions of goods vehicles and .stage carriages.
Finally, contrary to the general Feeling, the introduction~
of check—points in 1976-77 does not seem to have had a sig-
nificant impact on the yield oF the tax.

3.3.10 Thus, increases in the yield of the tax in Bihar have
come substantially from discretionary changes and not mainly
through the built-in response to the expansion of the tax bace.
The increases in 'the revenue over the period 1968-69 to 19771784
attribytable separately to the automatic expansion of the tax
bases and-discretionary measures, in Bihar and the neifghbouring
States, are presented in Table I1II,5. In Bihar, of the total
increase in the yield of the tax amounting to Rs 3233 lakh over
the period 1968-69 to 1977-78, the increase due to discretionary
measuTes is estimated at Rs 1449 lakh forming as mech as 45 per
cent of ‘the total increase and the increase from the automatic
eXpansion'of the base is estimated at Rs 1784 lakh forming

55 per cent of the total, Except for the case of Orissa, where
the discretionary component of the total increase in the yield
is higher at 89 per cent, in no other neighbouring State, the
grouth of the tax depends so much Upon discretionary measures
as in Bihar. In Assam, there were no discretionary measures
and the Bntire increase in the yield has accrued from the grout
of the tax base. In Madhya Pradesh, the discretionary element
contributed only about three per cent of the total increase Iin
yield and in Uttar Pradesh, it contributed -only 18 per cente.
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3,311 Thus, it uould seem that (1) the grouth of ‘the
s:ssengers and goods tax in Bihar 1n-'c‘omparison- with _that

!n the neighbouring States is not satisfactory and (ii) nearly
na1f of the growth in the tax ha_:s,ce'me about due to the dis-
ctotionary measures introduced f‘:om t_ime' to time,
1.3.12 The grovwth of‘ the tax could be expected to be rather.

lov if the burden of the tax. on the economy is already suffi-
ciently high. But this 1s f‘ar from bexng so ‘in Bihare It is
soen, from Table III,6, that judged by any of the indicators,

the level of the tax in Bihar is abysmally ‘low. The yield of

the tax in Bihar in per _capita_terms, as a per cent of the total
tax yield of the State and as a per cent of SDP, is lowest

among the States levying the tax, with the singular_'exception

of Ass'.amv. . Even in Qrissa, where only the passengers tax is -
Iaviad, the burden of the_ tax is higher than the combined

burden of the passengers and goods tax in Bihare 1In o‘ther
States, the level 6f the tax is much higher. Flor instance,

{n Uttar Pradesh, which ranks immediately above Bihar in

this respect, the level of the tax is about 3 times that of‘
Bihar‘in‘terms of all the.three indicators. In Haryana,

vhich has the highest level 'a.r.n_ong the States compared, the

par capita yield of the tax is over 20 times, the percentage
contribution of the tax -to States' own tax revenus six times and
thg ratio of the tax to.SDP‘ aboUt. 10 times,' the corresponding
UMicatq;s'infBihar. | o |

336 13 A Stats can have a 1ou tax level if the tax base is

not suf‘f‘iciently wide. The potential base of the passengers

and goods tax is constituted by the number of passengers and the
distance commuted, the volume of goods and the distance pf‘
transportation and the fare and freight rates, UWe do not’
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have any reliable data on these either for Bihar or for the
other States. ue do not even have information on the taxes
pald on passenger vehicles and on goods vehicles separately

in the different States. We have, therefore, used a proxy

for the tax base, namely, the number of public service vehicles
(buses and goods vehicles), to examine whether in Bihar the
yield is satisfactory in relation to its tax base. The tax
yield per public service vehicle computed for 1975-76 1s
.presented in column 4 of Table III.6. In relation to the tax
base, the tax Yield in Bihar is clearly the lowest, even lower
than that 1n Assam.: It 1s half as low as that in Maharashtra,
about a third of that in Rajasthan, West Bengal,: Madhya Pradesh
Assam and Uttar/ Pradesh, a Fcurth‘of that in Gujarat, a fifth
of that in PunJab and as lou as one-fifteenth of that in
Haryana, Certainly, thls is a matter which should bg of great
- concern to the State government. This calls for a thorough
probe into the'structdre and operations of the tax in the
State.

4. The Structure of the Tax

3.4.1 - The structure of tne'tax“in Bihar is rather simple.’
From 1950, when the tax was introduced, upto December 1971,
the tax rate remained unchanged‘at<12.5 per cent of the fares
and freights. From lst December 1971, the rate was enhanced
to 20 per cent of the fares and freights and with an addition:
tax at tne‘rate of 5 per cent, the total burden was 25 per cer
for both the ﬁassengers tax and the goods tax. With effect
from ‘April 1973, the additignal tax WUas repealed, the basic

l passengers tax was enhanced to 25 per cent of the fares -and
the basic goods tax rate uas continued at 20 per cent. _Thus



currently, the tax on passengers ‘is levied at 25 per cent of
the f‘ares and that’ on goods at 20 per cent of‘ the f’reight
charges. Y

3.4.2 The rate.s'of tax oh; passengers. -and gdods in Bihar

ind other States uhere’the tax is levied are presented in.

Table III.47'. The rates of tax levied in Bghar are by no means
the lovest. As regards the passengers tax, the rate in Bihar
{s higher than ‘the rateg in Rssam, Naharashtra, Orissa and Uttar
Pradesh though it is lower than the rates in Haryana, Punjab’
and Rajasthan, Similarly, .the‘rate on the transportation-cof
goods at 20 ‘per oent of the'f‘reight charges is higher than the
correspondmg 1evy in Assam, GUJarat, Madhya Pradsesh, I"Iahara-
shtra and Uttar Pradesh ‘and is lover than that in only Haryana,
~Punjab and Rajasthan. Thus, as compared to'the tax rates
prevailing in other States, the rate of the passengers and
goods tax in Bihar ta’ high,‘ and hence low rates certainly
cannot be a factor contrlbuting to the low level, and slow
srouth, of the tax in the State.

3,4,3 Not can we state -th_at the policy of exemptions adopted
by the State is a reason for the unsatisfactory ‘level of the
t ax yield., Section 3B of . the Bihar Taxation of Passengers and
Goods (carrled by Public Service Motor Vehicles Act, 1961)

lays down that the State government may,~~by notification in
the official Gazette, grant exemption from the payment of" the
tax to any owner or class of ouwners (1) if the vehicle is’
engaged in the carriage of passengers and goods on specified
routes (11) if the vehicle is engaged in the carriage of passen-
gers and goods in f‘urtherance of educational, medical, philan-
thropic and other similar objects, or (iii) in the case
vehicles carrying passengers and goods having an agreement to
pay the lump sum levy in lieu of the tax. From the point of
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view of revenue, only the third category, namely, the exemp-
tions due to the agreement to pay the compounded  fee in leid

of the tax sesems to be important and needs to be analysed:in
details

3edod As mentioned in an eaflier séction, in'respect‘of
goods vehicles, the amount of compoéition fee variss depending
upon the length of the period of régistration'ofgthe vehicle

in the State. Vehicles registered for a period upto 5 years
under the Motor Vehicles Act are required to pay a fee amounting
to Rs 350 per months For a period of subsequent 5 years the
amount is Rs 275 per month and,Fbr subsequent periods it is

200 per month., In nominal terms, this compares quite favourabl
with the composition fee prescribed by other States.. Many of
the 'States have the registeredvladén weight (RLW) of the vehicl
or the unladen weight ofﬂthe:vehiples as the basis of imposing
differsntial composition fees. The composition fees payable

in different States by tuwo stanaard’categories“of_goﬁds vehi~
cles in different States are given below: |

’Composition fee (in Rs) payable b

_ Goods vehicles Goods vehicles
State having payload - - having payloal
of 10 tonnes ~of 12 tonnes

| (RLW 16.5 tonnes) (RLW.19.5 tonne
Bihar i) Less than § yrs. old 4200 ) 4200
ii) Between 5-~10 yrs. old 3300 3300
iii) 10 yrs. and above 2400 2400
Gu jarat . - 1350 1440
Madhya Pradesh : 2182 2618
Maharashtra 1350 - 1440
Pun jab 1050 1050
Rajasthan 2200 2200

Uttar Pradesh 3600 4320
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34 5 It is seen that the composition fee payable in Bijhar
isthe highest amgng thaose. prevailing in all the States
cmwidered with the single exceptlon of Uttar Pradesh. In
Lntarpradesh the fee is higher.on ‘goods vehicles having a
payload of 12 tonnes (column 2):t Even in the case of vehicles
raving a payload of 10 tohnes (column.l), Uttar Pradesh has

s higher composition fee in respect of vehicles that have
been registered. for over 5 yearss In no other State does
their prevail a composition fee as high as that chargedAin
§lhar and hence, the‘poorer-reyenue performance of the tax in
8ihar cannot be eXplained on the basis ofba.loyer rate of
composition fee. V v z o |

3.4,6 It is, however, interesting to examine the effective
rate of tax that would result by opting to pay the compositlon
mein lieu of {he tax. According to the information provided
to us by the TranSport Quners Asspclation 1n the‘state; on an
werage, a goods vehiclse plies 300 kms a day and the freight
charges: per payload kilometre (including the tax) is Rs 3~
forlong routes and Rs 5 for short routes.- Accordingly,
assuming that the vehicle will be on the road for 25 days

in a month, it may be’ eXpected to cover about 7500 kms a monthe
The kilonmetreage assumed in the study of Mr. Asit Chandmal for
the Indirect Taxation Enquiry Committee (1976~78) is 1,00,000
kmsa year For the small fleet ouners and 1,20, 000 kms a year
forlarge Fleet ouners uhich uorks out to be in the rTange of
8800 kms to 10, ‘000 kms & month. The Report of the Taxation
Enquiry Committee of Uttar Pradesh (1974) gave a very conser—
vative estimate at 4000 kms a month. Taking this conservative
estimate and the freight charges of Rs 3 per payload kilometre,
the gross earninge per goods vehicle work out to Rs 12,000 a
month, or Rs 1,44,000 a years The tax at the rate of 20 per
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cent of the net freight charges works out to Ré‘24 ,000, which
is over 7 times the yjield that Wwould have accrued if the
comp031tion fee was paild in lieu of the taxe Eyen if we take
the composition fee payable at the maximum rate of Rs 350 per
month, it amounts to only 3.5 per éent'oflthe earnings as again
the tax rate of 20 per cent. This would mean that whereas
the users who get their goods transported pay the tax amounting
to Rs 2,000 a month at the stipulated rate of 20 per cent,
the government receives .a maximum of only Rs 350 per month,
the balance being appropriated by the owners of the goods ve-
hicless Thus, the State gets revenue at louw rates of taxation
from the owners of the goods vehicles even though the people
pay the tax at the rate of 20 per cent and this has apparently
resulted in the wide dlvergence between the statutory tax
rate and the effective rate resulting from paying the compo-
sition fee. Nevertheless, the composition fee in the State is
higher than in other States as has already’beén mentioned and
under such a situation it seems prefefable to give-the beneflii
not - to.the ouners of the goods vehicles but to the people

at large and this can be dbéne by reducing the rate of tax.

We will return to this issue later. o

'3.4.7 UWe may next examine the formula applicable for
determinlng the composition fee in lieu of the tax in the
.case of passenger buses., The formula which is currently
in force was laid down in notification S.0. 157 of 9th
February, 1978 which is as follows:
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Amount of fixed fee in - 2/3 x estimated total working days
lieu of tax per annum in a year (300)
for a particular vehi-

x estimated rate of-fare per passen-
ger per kilometre (4 ps)

x rate of tax x half of total
number of seats

cle

x total kilometres to be covered

in a day . ' ‘ _
%x-s-%gx i%b-x-i-ggx%x Total_:

no. ‘of seats x total kilometres -
to be covered in'a day (in Rs)

Total number of seats x total
kilometres to be covered in a day
(in Rs). .

3.4,8 If all the seats are occupied, the tax according to the
gstatutory rate would be esqual {op :the assumed total uorking
days in a year x estimated rate of fare per passenger per
kilometre x rate oF tax x total number of. seats X total
kilometres to be cevered in a day. The Fixed fee payable
uould be only 1/3rd of the tax payable according to the

rate if all the seats are filled.. Thus, if all the seats in
the bus are QCCUpied, ‘the effective rate of tax when the
option to pay the composition fee: is exercised would work

out to only 8.3 per. cent of gross earnings whereas the tax is
levied at the rate oF 25 per cent:qf the earnings.

3.4.9 The compesition Fee uould give a much louer yield

than the tax payable at the prescribed rate beeause (1)

the OCCUpanCY ratio assumed in the . Formula is only 50 per
cent and (11) in order to make, the formula attractive only
2/3 of the tax payable at 50 pep cent occUpancy is required
to be paid by way of compositlon.
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3.4.10 As regards the occupancy ratio, according to the
information available with the TranSport OQuners A33001at10n,
the buses, on an average, run with 80 to 90 per cent of the
permitted number of seats occupied, while the composition fee
is computed assuming that thefbuses would run only at S0 per
cent of capacity. Because of this difference alone, the
potential yield of the passengers tax shguld have been higher
than the actual yield by 60 to 80 per cent. Even this is an
underestimate, as many of the buses are knownto run with loads
much higher'than the permitted capacity and to cover more
kilometres than stipulated in the permit. =

3.4.11 Besideé;ithe requirement to pay only 2/3 of the
yield computed at 50 per cent bCCUpancy ratio, in order

toc make the system of compoundlng attractlue, has louered
the yield of the tax further by 33 per cent. The. questlon
is whether it is necessary to make the eFfective rate so
much .lower in order to make compositlon attractive at all.
If a transporter opts to pay the composition fee in lied
af the tax, not only is the dlscharge of the liability to
pay tax rendered sipple, because accounts need not be '
maintained, but also the compliance cost to the transpor=-
ters is considerably reduced, for he would not be liable
to beyassessed on the basis of returns. This alone shguld
be é_strong'incentive for opting to pay the composition fee
in lieu of the tax. However, it is true.that the under-
statement of gross earnings for assessment purposes would
not always tbe possible or easy to prove and hence if the
composition fee is nearly as much as the likely liability
on regular assessment, the transporters would be induded
not to opt for compounding in the hope of paying louer

tax through under~statement. Nevertheless, it does not
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1arear necessary to.bring down the liability so much to
rka compounding attractive. |

14,12 It should also be noted that the formula assumes

v fare at the rate of 4 pais-é per passenger kilometrs. At the
.5 ner cent tax rate applicable, the fare inclusive of the

*x would be 5 paise per passenger kilometre., While this is
<qual to the actual fare charged by the ordinary buses, it

{s less than the fare of 6 paise (inclusive of tax) per
pissenger kilometre charged by De Luxe buses.  For thess
categories of buses, the net fare works out to 4 8 paise

and 6,4 paise per passenger kilometre reSpectively. The
rcvenue loss on account of assuming a lower fare in r'espect

of these categories of vehicles works out to. 20 per cent in the
case of express buses and about 60 per cent in the: case of‘

De Luxe buses. Ue do not have 1nf‘ormat10n on the number

of express and De Luxe buses in Bihar and ;therafore,are

unable to provide the tqtal revenue loss arising from assuming

4 paise per passenger kilometre.

3.4,13 Thus, it is important to note that the formula for
compounding laid doun se'emsvto‘ bé toop favourable to the
transport operators and has ‘léd to considerable loss of
revenue to the State. About 40‘vper cent loss in revenue
scems to be implied in the conservative estimate of 50 per
cent occupancy ratio used in the formula. The requirement
to pay only 2/3 of the amount payable as tax at prescribed
rates using 50 per cent occﬁpancy ratio increases the revenue
loss to about 60 per cent assuming 100 per cent occupancy
and 300 working days. Adﬂitional’ly, a significant loss ‘
of revenue could have resulted from not takimg into account

the higher fare charged on the express and De Luxe buses.
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3.4.14 We may nou compare the compounding formula prevailing
in Bihar with those prevailingbin the neighbouring.States.
Table III.8 prasents a comparative picture 0F~the formula -
currently‘in/Force in the States of Madhya Pradesh, Orissa and
Uttar Pradesh. It.is clearly evident that the formula
prevailing in Bihér would yield much louer revenue than those
prevailing in the neighbouring: States. In Madhya Pradesh,

the number of working days considered -for compounding is

365 as against 300 in Bihar; on this count alone, ceteris paribus
the yield would be hlgher by about 22 per- -cent. -Again, a
minimum of 65 per ‘cent . occupancy ratlo is taken as the

‘basis in M.P. as -zgainst 50 per cent in Bihar, which would
make the estimated liability 30~pef'cent higher. Thus, the -
formula used in Médhya Pradesh .would yield at least 50 per
cent higher revenué f rom the passengers - tax than the ?ormula
adopted in Bibhar, Similarly, the formula employed 1n Orissa
would rfesult in 85 per cent higher yield in the case of
ordinary buses, 105 per cent: hlgher yleld ‘in the cass of
/express buses and about 260 per cent higher yleld in*the case
of Dg Luxe buses, - In Uttar Pradesh too, an occupancy ratio

of 75 per cent is taken as the basls, uhlch alone would render
the yield higher by 50 per cent than if 50 per.cént occupancy
ratio were adopted as in Bihar, It thus seems clear that

if it is necessary to continue the option for the payment of
composition fee in lisu of the fax, the,Fcrmula for compounding

should be substantially revisad.

S. Ap Estimate of Evasion of the Tax

-—-- -

3.5.1 Evasion reprasents the difference between what
is payable as tax and what is actually paid. In order
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to build an estimate: of evasiony thersfore, it is
nacassary to obtain the_potential'yield by*appiying‘_f;
the rates'of tax on the available data on the tax base‘
of the State, Thos, essantially, the estimation of the
tax base is the crux of estimating tax potential and

tax svasion.

3.5.2 - It may, however, be pointed out,tHat_the-rates:

of tax payable as ‘laid down in the:Act are not releyant
for- estlmatlng the tax payable to the State as almost all.
of ‘the transporters of- goods and passenger vehlcles have -
exarcised ‘the option of paylng the composition Fee in lisu
of the tax., Thus, for estlmatlng the tax payable the ratos
of oompositlon ‘have to be applied to the gstimated -bass.
But it uould be quite 1nterest1ng also to ‘examine the
leFerence betueen the tax payable and the comp081tlon fea
in lieu of the tax, because the difference batween tho two,
as p01nted out earlier, is approprlatedby the transporters.

3.5.3 We -have made. an attempt to estlmate the tax basa

in the State on ‘tha basis of the information on the

number of goods vehicles and buses and mini buses taxed,
available with the Transport Department, and on the basis
of coertain reasonable assumptions. As regards goods vehicles,
it is assumed that on the average, the vehiclss pay at

the rate of Rs 200 per vshicls par month -~ the rate of
composition Fee»prescribed for vehiclas having registration
of 5 to 10 years during the years 1975-76 to 1978=79, The
numbar of goods vehiclas multiplied'uith this rata of com=
position fea gives us an estimate of tax that should be -
payable to the State. In order to arrive at the astimate
of tax revaenue payable at the tax rats in force we havs
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to astimate the yearly earnings of goods vshicles, For
this, wo have assumed that (i) payload capacity of the
vzhicles on the ‘averago is 10 tonmnes, (ii) freight chargss
(inclusive of tax) is Rs 3 per payload kilometre® and (iii)
a vehicla on an average covers 4000 kilomatras a month.

3.5.4  In rospect of passenger vehicles, though the

system of paying the composition fes in liesu of the tax
pravailed in 1975-76, it was givaen up during the years
1876-77 and 1977-78. Houwever, it was re-introduced in-
1978-79., Thus, in 1976-77 and 1977-78, the tax payable

at current rates of taxation is the tax payable to the -
Stats whereas in 1975-76 and 1978-79 the compdsition fee
payable is taken to be the tax payable to the State. .Tha
ratcs oF compOSLtlon, however, were differaent in 1975-76 and
1978-79 and wa have estimated tha yicld by applying the
different rates applicable in the two ysars, To estimate
the tax yield.in 1975-76 in respect of busaes, thao rats apbli-
cable to a SO0-scated bus (26 paise) is multiplied uith thé
total kilometres run in a year, assuming that the vehicle
performs a- journay aof 100 kms a day and for 300 working

days in a year, fFor mini buses, the rate applicable (Rs 125

per month) 'is used to determina the compoundadbsum.

3.5.5 To astimate the tax yield in 1978-79 uo have
workad out the wsighted avsrage seating capacity par passen-
gar vehicle by assuming that the number of séats in busas

is 50 and.that-in mini busags is 30. The average seating
capacity (47) is then multiplied with the kilometrage.

3/ According to the Transport Ouners A33001at10n, Rs 3 per
10~-ton payload kilometre is charged for long distances and
Rs 5 for short dlstances. .
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1ccording to permit (assumed as 100 kms) to arrive at the
cstimate of the compounded fee payable in 1978-79, which’
Jhen multiplied with the number of passenger vehicles gives
us an estimate of the total yield at compounded rates for
the year. / |

31.5.6 Fdr estimating the yield at the rates of taxation
In force we have assumed that (i) occupancy ratio in
pagsenger vehicles is 90 per cent (ii) fares are collected.
1t the rate of 5 paisse per kilometre (inclusive. af tax) and
the vehicle covers 100 kilaometres a day and (iii) buses are
run on 300 days in a years Totél.eéénings_per vehicle thus
irrived at,uhen multiplied with the number of vehicles,
3lves gross earnings of all passenger vehiclese Applying
the tax rate of 20 pef cent (equiValent to 25 per cent of .
act freight charged), ue derive the estimate of tax payable
it the rate in force. ‘ :

1.5.7 We have also estimated the cOmposition»fgé'payable

¢n taxis, tempos and auto-rikshaus, Separate data on the

rumber of the paying taxis' and éuto—rikshaus are not available.
However, this breakdoun is availablé for registered vehicles.

8 applying the proportions of taxis'andfauto—gikshaus registered,
ve have arrived at estimates of ‘tax paying taxis and auto-
rikshaus. Applying the relevant rates of composition of these
numbers, (Rs 30 for auto-rikshauws and Rs 80 for taxis) we have
rrrived at the estimates of tax due from these vehicles.

3.5.8 The estlmates of yield o the basis of compasition
rates and of tax rates for thse years from 1975-76 to 1978-79 -
ire presented in Table II1I.9. It is clearly seen that the
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difference betueen the tax paid by the people and the tax
collectedfby the State in respect of both goods vehicles

and passenger vehicles is substantial, As regards the former,
exactly a tenth of the tax collected From the people by way

of goods‘tax is passed on to the Government by the transpor-
ters in the form:of composition fee. In 1978~79, for example,
the'taiicollections from the people are estimated at Rs 61 crore
whereas the: composition fee payable was only Rs 6e1l. crores 1In
respect of the passengers taxy the tax pald by the people in
three times the. composition fee paid. by the transporters in
1978-79: " Whereas the tax collected is estimated at Rs 10
crore, only Rs 3.8 crore is payable to the State by way of

composition Fee.
Y .

3.5.9  For all practical purposes, in 1975-76 and 1978-79,

we may'takelthe composition fee as the estimate of tax payable
to tne'State’as almost all the tranSporterS'are knoun to have
0pted to pay the Comp051tlon fee in lieu of the tax. Houever,
in 1976~77 and 1977—78, wvhile the yield on the basis of com-
pos1t1on represents the tax payable in the case of goods vehi-
cles, the tax payable at the rate of tax’in force represents
the tax payable in the case of passenger: vehicles, as the
option of paying comp081t1on fee dld not exist For those

uyehicles during these years.

3{5.10 A-comparison of the actual tax paid with the esti-
mated tax payable gives us.an-indication of the magnitude of
tax evasion in the State. Ags the tax payable is estimated on
the basis of assumptions which can be considered conservativa
the estimates of eva31on also may considered to be on the

conservative side.
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%.5.11 In Table III.10, the estimates of tax payable,

ictual payments, and the magnitude of evasion are pfeégﬁ{ed.
[f our calculations are even approximately correct, the evasion’
af this tax in the State can be said to be practised on a
cnlossal scale. The extent of evasion was the highest in
1677-78 when the’ amount cvaded is estimated to be as much -

18 63.6 per cent of the.tax payable., - Eyasion was so high

in that year as. the owners of passénhgdr vehicles were not
provided with the option”&F paying'composition fee and hence .
the tax payable was higher. While this should have been

true alsg of 1976-77, the establishment of check-points in’
this year seem to have led to better tax collections

rundoring the estimated evasion'lover at 41.2 per cent of the
potential yield, But it should be noted that the increased
taxcollections resulting from the establishment of check-
goints do not seem. to haVG been sustained in subsequent yedrs,
The amount of ‘evasion was found to be the louest in 1978-79,
Jhich is 3stimated arouno Rs 3.6 crore forming 35 per cent of
thopotential yield, In 1975-76, actual: collectlons of the tax.
.uroonly Rs 4,1 crore as against the ustimated tax payable at
As 7.1 crore. -The difference of about Rs 3 crore formed  as
nuch as 42 per cent of the potential yield in the year.

1.5.12 The analysis of tax evasion in the State will not

b: complete withowt highlighting an important feature of
sevenue collections from this sources The system seems ‘to
have been svolved such that the rates of tax payable do not
have a significant ihpact on the amounts of tax collected. Ag
{n 1976=77 and 1977-78, the option of paying the compositien
fee in lieu of the tax on passenger vehicles was not in vogus
ind as the effective tax rate on these vehicles should have
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been higher, one would have expected a significantly higher
yield. The actual collections of the tax that year, houever;
do not conform to this expectations The tax.yield did shou

an increase in 1976~77, but this may be attributed to the -
establishment of check-points. Subsequently, -the yield
declined rather drastically in the succeeding year presumably
.because the transporters had adjusted themselves to the neuw
administrative set-upe Eyen when the effective rate on passen-
ger vehicles was reduced due to the provision of the option to
pay the composition fee, the yield instead of showing a decline
increased pari passu with incfeqse in public service motor
vehicles, ' '

[
i )"

3.5.13 IF'one_looks'at the actual tax payments by the

people and the actual tax paid by the transporters to the
Govermment, one gets an alafming views Column 6 of

Table III.10 polnts to this difference in the years from
'1975-76 to Rs 65 crore in 1978~79, Thus in 1975=76 and
1978~79, the Govermment collected only about a tenth of uhat
is estimated to have been paid by the people by way of
passengers and goods tax. Ip 1977-78, the situation was
even worse as only a twelfth of the estimated tax collections
went to the coffers of the State, ‘

3.5.14 ‘It is difficult to know the extent of evasion of
goods tax and passenger tax separately as we do not have the
actual collections of these taxes separately. Hguwever, ue
have some estimates of these taxes for the year 1976=77.
According to these estimates, the collections of goods tax
amounted to Rg 2.86 crore as against the tax payable of
Rs 4.28 crore. Thus, the extent of evasion of tax’uas
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35 much ‘as Rs 1,42 crora vorming 33.2 par cant of the
s~tantial, -Similarly,as against the passenger tax payabla

57 Rs 6,75 crora, thse actual collecﬁions wera ostimated at

A5 3,65 Crors. The evasion of Rs 3,1 crore formed as much ‘as
45 nar cent of the potential ccilections. We do not heve any
wlnate to examlne tho-extent of svasion by stagez carriages
1 taxi-cabs separately. Howaver, we havae bean told by the
officials in some circles that thgs-extent of evasion is the

highast among the taxi=-cabs and that hardly 5 per cent of
thaese vehlcles pay tho passaengars tax.

3,5.15 ‘When the tax ‘is payable.oh-fhe'basis'of way-bills,

tha usual method of evading the tax-is to carry passengars
without issuing tlckets and to carry goods without giving

prepar recelpts. But whan: the transporters avail themsalves

of tha optlon to pay the’ comp031tlon fea in lisu of the tax, thay
are not liable to. be assessed and tharafore 1ssu1ng of tickets
or recsipts and malntalning proper records is not required under
tha- Act Thus, the systom of compoundlng does ‘not necessitate
daw¢o-day checklng on tha dissuing of tickets and the main-
taining of accounts,;thereby rendsrlng tha administration of

the tax easier, But, 1nsp1te of ‘the admlnlstratlon of

tha tax, belng rendered ea31er dus to compoundlng, gvasion of

the tax is practrsed on such.a,colossal scala. In ordar to

plug the loopholes which lead fo evasion on such a scalg,

it 1s necessary to identify the methods that aras usually

rasortad to for svading the tax,

3.5.16 A major reason for the evasion ssams to be the

dichotomy in the funmctions botween the Commercial Taxes
dapartment and the Transport Department. ~ In States like
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Uttar Pradesh uhere-the-bassengers and goodS“taxiand tha
motor vehicles tax are administered by the Transport Depart- -
mant, both the taxesare collected at the time of issuing thoe
permit or renewing it., Even when they are administered by
separate departments, it is possible to properly enforce the
tax if (i) there is adegquatc co-operation and exchange ‘of
information between the two departments and (ii) the-
Commarcial Taxass Dgpartment administering ths passengers and
goods tax has tbe necessary information system to enable it
‘“to- locate and identify the defaulting vehicles. g
3,5.17 for adm;nistering the tax, the Commercial Taxegs
Department is totally independent and does not seck, or raly
on, ahy information on tha public service motor vehiclas, -
which the Transport Department gets at the time of issuing
_and rancwing the parmits, For thae purpose of obtaining thse
permit, the owners of public service motor vehicles are
required to registor with the Transport Dgpartment and pay
"the motor vehicles tax, whercas for paying the passangers and
goods tax they are required to'register. with the Commercial
Taxes Department., Thus, for getting the permit, payment of
passengérs and goods tax is not a pre-condition. Enforcement
of this tax would become much casier  if the department
administering the tax and issuing the permit should be tha

Same,

3.5.18 Evon. if the departmsents are different, tha-
Commercial Taxss Department ean get tha dstails of each of
the public  service mdtor vehicles registered with the Transpo:
Departmant in respect of (a) the vehicle number, (b) the name
and address of the ouwnaer (c) arsa of oparation (d) parmitted

kilometreage (@) scating capacity/payload capacity. Then,
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tha Commercial TaXBS“Department;can verify whethar.these - o
vahiclos have beenﬂpéYing the passen@ers:and goods tax from
its own records’ and in @se of default, can enforce the tax

on tho ouwner, This‘proéedure however, has not been followed.
The Commercial Taxeg Department acts on its own and does not
seuk'agy-inFormation'from'tha Trénsbort-Department.'»Moreover,
thao Commorcial Taxes:Debartmeht does not have a proper
information system of its own relating to-the-passengers5and
goods tax. In fact, thers does-not'even‘axist~a-rudimentary
information system. We have beesn informated that it is
impossible to find out even-the yield of the passengars tax
and the goods tax separately, leave alone getting details of
vehiclas paying thess taxes. There is no system of collating
information available in the circles and keeping it in a -
contral pool. In the absence of such information, it is not
at ‘all possible to have an effactive check on defaulting
vahlcles. _
3.,5.19 The sstablishment of 6héck-points;at strategic

places of -entry into, and exist from, major cities and touns

of ‘the State would, houeVer,'enéure a proper enfdrcement of

‘the tax on the vehicles passing through such check-points., 'But
this doss not in any way curb uldespread evasxon by the vehlcles
which ply within the prec1ncts of a local area and do not pass
through these check=-points, >. '
3.5.20 The. Fact that a, large number oF vehlcles do .not

pay the tax by slmply not reglstaring is borne out by the
substantial increase in revenue in 1976-77 (oP about Rs 2 3
crors) over the previous year when the check-p01nts were
established. "But this increase has not been sustained in
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subsequent years and, in fact, we notice considerable depliné
in the'revenug. Ue are, therefore, led to believe that the
transporters have adjusted themselves to this set—ub and have
formed ways and means to overcome the hurdle, In this connec-
tion we cannot rule out the collusion of the officials at the
check-points with the traﬁépqrt operators, A note on the
working of check-points in Bihar is contained in RAppendix III,1,

S

6. Racommendations

3.6.1 As indicated earlier, taxation of road transport
could be regarded partly as a charge for services rendered
such as reglstratlon, and partly as a tax on road transport
sepv1ces. It could be presumed that the’ ‘original legal
intemtion was that the motor vehicles tax should represent

a service charge, while the paéeengers andvgoods tax should
constitdte the tax element. Houever, the rates of théhmdfor
vehicles tax have been raised considerably making it more

of a tax than a service charge. Hence in-Facf, in Bihar and
in several other States we do have two taxes falling on the
same object. This seems redundant and has led some observers
to question the need for any State tb.levy both the taxes.

R single consolidated tax, levied at the appropriate'rate,
should serve the purpose equally well,
1.6.2 A justification that is sometimes advanced in favour
of having two separate taxes is that the motor vehicles tax
by its very nature has to bela specific levy, uwhereas the
passengeré'and goods tax can be and is intended to be an

ad Valorem tax, Thus, the imposition of the latter in
addltlon to the former prOV1des the State government with

a more elastlc source of revenue, But if it is found
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necessary £O prOVida an option for the payment of -a com-
pounded faee unrslatad ‘to the gross sarnings of the

vehicles and iF, in fact, most ouwners of the vshicles

ept for-compounding, then the additional passengers and
goods tax may be said to lose its raison ds'stre., The
experience in many State has shown that it-is difficult .
administratively to enforce an ad yalorem tax on vehicles:
and that compounding of one kind or another is a necassity,
It is mainlnyor this reason that Andhra Pradassh, Karnataka;
Kerala and Tamil Nadu havefmerged the two taxes.

3.6.3 Ahother point to note is that-elthoughithe eame»
assessess (more-or less) pay the two taxes in the States
where they exist, often two different agencies are ‘assignsed
to collect them.,  In Bihar, while ‘the motor Vehicles tax is
administered by the Transport Department, the paesengers-
and goods tax 1is administered by the Commerciai.Taxes Depart-
ment, It has -been argued that if one‘agency-cpuld-collect-
the merged tax, it would make for administrative efficiency

and result in a lower cost of compliancs,

3.6.4 Of coursse, the questlons of the agency of collection
and of merger ars in principle separable ln the sense that
even if we have tuo taxes, the same agency can ~collegt them,
Thereforse, one has to deal lndependently with the desirability
or otheruise of the. State government levylng two separate
taxes on motor vehicles. i

" 34605 It may~be}noted,that.fhere:is‘wide;spread support
for that vieuw thet the two taxes should be merged and
be administared by one and the same agency. UWe shall
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examine here the various considerations involved in deciding
upon a merger in the context of the conditions prevailing in
Bihar.

3.6.6 One important fact that we have to keep in mind in this
connection is that the collection of the passengers and goods-
tax on the basis-of waybills has failed., In fact, the Commer-
cial Taxes Department has not achieved much success in collec-
"ting even the compounded Feeséithough it is claimed that after
the introduction of check=posts in 1976=77, the collections have
perceptibly -improved. We shall deal with this claim later. At
least, as far as the goods tax is concerned, it would seem

that it would be,almost-imposéible to collect it on the

basis of waybills, In Bihar, there is no real alternatiﬁe

to compounding or merging,

" 2.6.7 The disadvantage of the system of compounding is
that fhe truck owner/operator can aluways opt for payment

on the basis of waybills and svade a substantial part of

the tax through under-reporting. The higher the compounding
fee, the greater is the temptation to resort to evasion
through under-reporting. On the other hand, the disadvantage
of merging is that there will be only one basis of taxation,
whareas with the asxistence of a separate passengers and
goods tax, there will be two basss because even the
compounding fee can be, and is, arrived at on a basis
different from that of the motor vehicles ‘tax. Even-

though the level of the motor vehicles tax is higher than
what would be justified if it is to be looked dpon merely

as a service charge, there is no compulsion to make it
income elastic; it naeds to be raised only with the cost
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oF;adminigtratibn; But the passengers and goods ‘tax,
bzing a pure tax, has to be mads income elastic and.hence

it has to have a different base.

'3,6.8 One of the arguments put forward in Pihar is that
the Transport Depgartment is more efficient in ‘collacting

taxes and-that hence 1F the passengers and goods tax is

marged with ‘the motor vehlcles tax and handed over to the
Transport Department, ravenuss would increase substantially.
éﬁf lhejofficials oF-the;Cbmmercial Taxes Department rebut this
arguments ‘They point out that thay have been able ‘to achiavs

a considerabls degree of success in raising revenue a?fgr the
establishment of chack-posts. Even assuming that the Commar-
cial Taxes-Department-ié‘eFFicient, that is not-anlargument
against transferring the tax to the Transport Department so
long as it is equallyrefficient. ~Vehicle ouners have to go

to the latter Departmenf.anyhou;:SOfthey will find it easier

to pay the passéngers and goods tax alsc to, the 'same Dgpartment,
If the passengers 'and goods~tax,is to'be'neéessarily-paid‘

on the basis of uaybil;s; it could be argued-that the
Commercial Taxes-Departméh@ will be better equippad to |
administer such a ‘tax, .But, if we rule out a waybills tax,

it might be ‘better to let‘the,Transpogt Dgpartment collect

a merged tax or, if there is no merger, the two separate

taxaes in order a) to ensure bettér.cqmpliance b) to reduce

the cost of compliance and c) to pravent harassment at
check=-posts, stc. In their evidence bafore us, the Transport

Owners ASSOClatlon have Favoured ‘this solution,

3.6.9 While it is clear that'in the conditions prevailing
in Bihar, a waybills tax, by way of a goods tax, is not fsasibla,

'
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thare are-reésons-uhy-the complete merger of ths motor
vehicles tax and the goods tax does not offer the bast
solution, First, through the merger, ths Government loses:
manoeuvrability for changing rates at two points. -Secondly,
maintaining two taxes creatcs tha possibility of imposing
levics on ‘two different bases., Third, a complete merger
crecates certain practicél problems concerning the taxation
of inter-State transport operators. If the tuo taxes are
merged, transport operators from Bihar operating in-

Uttar Pradesh, Orissa, or West Bengal, under counter=signed
or temporafy-parmits, will be required to pay'é‘higher
motor vehicles tax in Bihar and also pay, ‘on a proportionate
basis, the goods tax in force in those States. At the sama
time, operators from those States, opasrating:under similar
circlimstances in Bihar, will need to pay omly the mqtdr
vehicles tax in the State concerned (which would be much
lover, if no merger has been effccted there) and no goods
tax in Bihar, Thus transport operators from Bihar would bse
put to a disadvantage.’ N

3.6,10 Having considered all the issues - theoratical
and practical - ws recommend a via-media, which amounts
to a virtual, but not a formal, merger: We recommend
that the qoods tax be converted into an additional

motor vehicles tax, which would be a specific levy based
on certain ‘criteria, If this were done, the State- -
government would reap all the advantages of a merger and
at the same time .circumvent the practical‘problems
concerning inter-State operators of goods vehicles

" having zonal or national paermits.



3.6.11" We have to considér next,the basis of the-. -

prcposéd additional motbr-vehicles-taannd the rates

at which it is to be levieds Whereas in several - _

other States the compouﬁding fee is:based -on registered

laden uelght (RLU), in Bihar it is the "age' of thae

VOthleS, i.eay the period during which they have bzen -

in operation aFter the reglstratlon which ‘is the ‘basis of
tha compounding-ﬁormuié. Thus vshicles having varying -
payloads are required to7pay»the sama amount of compounded
tax -if their ages are the samae, - Now, the length of the
period of operation of different vehicles has no close
bearing'on thaeir earnihg capacity, which should be the ‘basis
of the tax, - RLW is a much: better 1ndex of tarnlng capacity.
For this reason and for 1ntrodu01ng a basis similar to that
prevailing in the nelghbourlng Statts, we recommend that the
RLW of the vehicles should ba the ba51s of the. lavy 0?
additional motor vehicles tax.

T
.

3.6.12 -In Annexure»III.l,\uo-présent-the ratas of additional
motor vehiclas tax proposed by us. In deciding wpon thaessg
rates,‘ue>héte taken into consideration the rates prevai-
ling-in other States as well as the nced to maintain the .

existing lavel of revenues,

'3.6.13 The reasons for which a recommendation has baen

made for the conversion of the.goods tax into an additionél
‘motor vehicles tax hold good :also ih respect of the passen=-
gers tax. We notice thatgthe passengers tax is also-allowed
to be compounded and that in fact, ovén the Bihar State Road
Transport Corporation has opted to pay the compounded levy.

' As in tha case of tha goods tax, if it is not found feasible
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to collect the passangers tax on thas basis of waybills and

if the grecater part of the revenue is derived through the
payment of -a compounded ‘levy, the advantages of an ad valorem
lzvy do not acrus to the Govarnment, - Hence, wa recommend
that, as in -the case of the goods tax, an additional motor
vehicles tax may be levied 'in place of the passengers tax.,

3.6¢14 Our analysis of the passengers tax -at prasent
payablé on state carriages shous that the amount of the
compensation fee ‘is much lower than tha cdrresponding_
amount of the tax payable on the basis of waybills,

Rlso tha rato of compensation is substantially lower ‘
than that prevail&ng'ih-the neighbouring ‘States. It is ;
obvious ‘that theres has to be a substantial upuard~revision
in the rates, -Besidas, we feel that it is nacessary to
distinguish betwsen ordinary, express, -and luxury buses
because their esarning capacities differ. We have worked out
a schadule of rates of tha proposed additional motor vehiclas
tax in licu of the passengers-tax, taking earnings at 75 par
cent occupancy ratio for the three typss of buses. The

schedule is presented in Annexure III,2,

3.6.15 The recommendation that theﬁég-!gigggm_goqu and
passangers taxes be converted into specific levies leaves

us with the problem of determining the amount of tax that
should ba allowed to be collected by the transport operators
from the consignors of goods and from the passengers. At
present, according to the tax rates prescribed in the lau,
the transporter collects 20 per cent of the Ffeight chargs
as goods tax and 25 per cent of the fares as the-passengerSI
tax., These ratss aras distinctly on the high side as compared
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tqvbothvéha amount of-fakfﬁaid to theastate governmant on
the basis ontho<compound§d formula and the ratas pravailing
in thae neighbouring. States. ' Thera is no justificatign for
maintaining 'such a largs differential~betueen'the-tax'
collzctad firom the users and the tax paid to the Govern=-
ment. - UWe recommend~£hat the transporfer should be- ~
permittad to collasct 15 par cent of the freight charges:
from the consignors of goods and 20 par cent of the

fares from the passengérs;‘ In-working -out the rate -
schadules of the addltional motor vohicles taxass, we-

have taken these ad valorem (permlsslble) charges into
account,

3.6.16 .At prasent.thas paésengars tax is-levied ‘also

on taxi-cabs and auto-rickshauws and thevgoodS‘tax on -
tempos. We understand that the-yield of theftax-pn‘thésuﬂ’
vehicles ‘is insignificant-pa}tly because of wide-spread -
gvasion and partly also parhaps due to-the limited number
and capacity of such vehicles., It may be noted in-this .-
connaction that no State except Rajasthan imposes the
passengers and goods ‘tax on these vehicles. 'We rescommend.
that tho passengers and goods tax on these vehicles bs
abolished and that the rates of the motdr vehicles tax on
them be suitably increased. This would, in-fact, mean a
partial moerger of the two taxes,

3.6.17 There still remalns the questlon as to who ‘should -

administer the addltlonal ‘motor vehlcles tax. ‘Prima facis,

administrative convenlence as uell as, the con81derat10n

of minimising the cost of compllance to tha assessaes uould

dictate that the add}t;onal”motor;vghlclegﬁtaxhba handed over
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to the Transport Department for aenforcement., We do not
know whather the Government would like to take into account
any other consideration in arriving at a decision on this
issue, What we would liks to poiot out is that a decision
on the convaersion of the passengers and goods tax -into an
additional motor vehiclaes tax can and should be taken
without delay and without waiting for a decision on whethar

the tax should bs transfarred to the Transport Department..

3.6.,18 At present,-tho transporf-operator,fuho-uishes to

avail himself of the facility of compounding, has to-
maka known his optlon ‘at the beglnnlng of a-guarter and
pay theo compounded feo in advance. With ‘the conversion -
of tha passengers and goods tax into an addltlonal-motor-
vehicles tax, we feal that it would be reasonabls to- give
the operator the option to pay the tax either monthly or

‘quarterly., In case the ouner prefers”to'dep081t the tax

in advance for the full year, Government may consider. -
granting a»febate of 6 per cent of the amount so depo-
sited, . ‘ l

3,6.19 The conversion of the passengers and goods tax into
an additional motor vehicles tax, in effect, changes it

into a specific levy from an ad valorem levy. This would
maan that if for any abnormal reason the'road transport
industry should suffer a serious set-backo(say, due to -a
shartage of diesel or break-doun of lauw and order), the
additional motor vehiclas tax would becoms unduly burdensome.
Therefore, a provision should be made in the ‘lau for
remission of the additional motor Vehloles ‘tax for- such

periods as may be con31dered necessary in the llght of the-

- length of the period during which truoks or buses are Forced

to remain idle,



APPENDIX III.1

A Note on the Uorkinq oF CheckrP01nt 1Q_Bihar '

Re3.1 Under ths Blhar Passenger ‘and Goods - Tax Rule No.19,

tha Comm1581oner of - Commarclal Taxes may, by notification,-
Jmpowsr any parson to realisa. and raceive the tax or psnalty

ar both or the fixed fee in lleu tharaof at a notified check
poﬁﬁ. Undar the Rule, ‘the Commissioner, in a notification.
(5.0.579) issued on 26th March, 1976, specified the 7 chack-
points to be establlshed to Functlon with effect from lst -

April, 1976, at the salgs  tax check-posts located -at Mohanla,
Dnmrganj, Hathidah, Chas, Chirkunda, Masipirali and -Pardih,
&msequently, 11 more check-points wers establlshed at Kursela, -
Shahpur, Dlmna (notlf‘lcatlon No. S.0. 419 of 8.4, 1978), Dalkola,
&nhnakutl, Ararla Raxaul, Mlhlgam, Sohnlpattl (notlflcatlon
No, S.0. 494 oF 20,12, 1978) Maner (notlflcatlon No. S.0. 36 of
15, 1. 1979) and Gumla (notlflcatlon No, S 0. 522 of 20, 3 1979),
Thus,'at present there are 18 check~polnts throughout the-

Stata which are authorlseu to collect the tax, penalty or the

composition Fee_ln lleu of the tax.

As3.2° The procedure adopted For enforclng the payment of the
tax at the check-points is rather 31mple. Every publlc sarvice
motor vehlcle pa531ng through a check-p01nt is requ1red to
produce tha pass book. (Form VIII), the recelpt For the tax
payment (Form XII) and the permit 1ssued under the Motor VGthlGS
Act in respect of the vehicle. concerned to the counter oFFlcer."
If it is found that the tax under, the Act has been pald up-to-data,
the vehicla Ulll be 1mmed1ately alloued to go.- Otherulse,--

the vehicle Ulll be detained untll ths ev1dence oF up-to-date
payment is.produced or the comp031tlon feo. 1n ‘lisu of the tax

is paid either in cash or through crossed bank drafts.
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A,3.3 Thae owner of the vehicle sasking to pay the fixoed fge
in lisu of the tax is required to apply-in Form VI to the officer
in charge of tho check-point. The counter officer at the check-
pointvuillvontertain the application if it is in order and
accept the composition fee according to the scale of composition
in Forbe and issue the Pass Book (Form-VIII) as‘-a cartificate -
of ‘payment. A receipt in Form XII in triplicate is also preparc
and- the original is handed over to the payaer., Ona copy of the |
recaipt is sent to the concerned circle/sub-circle and the third
copy is retained at the cash collection point.

A.3.4 - -Every chack-point is provided with a.double~lock -iron
6ash-chest. 'The-collectiohs’puf’in the cash-chest during the
course of the day are deposited on the following morning into-
the current ‘account held in the State Bank oF India or:-any othe
bank if a.branch of the- State Bank does not function at -or necar
the check-point. ‘At the end of every vaek, the cash received
at the check=point is bléssiﬁied according to circles/sub=-circ!
where the assessee is registered or is being assessed or has
his place of business.  After the total amount for_each of the
circle/sub-circle is thus arrived at, the Bank is instructed
to issue crossed drafts to the officer in charge of each of th
circles/sub-circles. Along with the drafts, duplicate copies
of the money receipts, original aphliCation‘For composition
received and permitted and the office copies of the certifical
of compoéition granted to applicants are sent to the concerne
circles and sub-circles. On receiving the draft along with
these enclosures, the offlcer-ln-charge of .svery CerlB/SUb—
circle prepares treasury challans in Form IX in respect of ez
money receipt and deposits the amount to the government acco
under the head "042 -'Tax on Passengers: and Goods",
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A, 3.5 .‘Besides sending the money every week through the bank
iraft, the officer~in-charbe of the check=-point is required
also to send a statement in Form U on the 2nd and the 16th of
gvery month stating his collections upto-30th of the preuious
nonth and 15th of ‘the current ‘month to the oFflcer-ln—charge of
the circle/sub-circle, the Joint Comm1381oner of Commercial
Taxes of the concerned division-and the Commissioner of. Commerci-
al Taxes, Patna, The»oﬁficer-in—charge-of'the circle/sub=-circle
is required ‘to visit the check=points under his jurisdiction
personally and to check the cash-box, veriFy the cash, ‘tally the
bank account and satisfy himselF about the safe custody and
proper accountlng oF the funds, from time to time.

Re 3 6 - The check-p01nts seem to have . .besn establlshed to serve
tuo ObJBCthBS, namely, (1) furthering tax ‘compliance for-the
payment of the tax and (ii) better enforcement: of the taxs The-
representatlves of the Transport- Ouners A33001at10n, who gave
evidence before: us, were qu1te satisfied with the method of
collecting the tax: and,,partlcularly, the functioning of the
check-pqints._ Funther, as the sales tax check-posts themselves
are- required'to Function as PGT check-points also, the additional
cost of establlshlng these is only marglnal. Besides, the facil-
1ty of maklng payment of .the composition fes at the check=point,
involving less cumbersome procedures than the usual method of
paylng the tax to the- treasury, one uould expect, would greatly
contrlbute to better tax compllance. Also, 1t is our impression
that the time spent by theg vehicles at the check-p01nts is not

' so0 long as to result in inordinate delays 'in ‘the movement of goods
thereby resulting in production losses. We were told on our visit
to a check=point that on an averags, a vehicle is detained for
only about 2 minutes and in any case not more than S minutes.



- 90 -

It would appear that the introduction of check-points has not
resulted in the detaining of the vehicles for long periods of
time,.

Ac3,7 It is also claimed that the establishment: of the check-
points Héé contributed to the better enforcement of the tax,
Rs the check=points are located at important entry points to
the cities and major towns, most of the public service vehicles
have to pass ‘through one check=-point or wanother uhere the
dafaulting vehicle is easily caught and made to pay the tax.
It - is officilally estimated.that the revenue gain due to the
establishment of.the check:points'is at least a crore of rupess
avery,year. o

)
A.3.8 We have examined that claim carefully and are unable
"to confirm the view that the check~-points have really contribut
to the enhancement of the yield substantially. -While on the fal
of it such a claim is shoun to be valid as the yield showed an,
increaée-of~about RS»Z.AlcroregFrom Rs 4,1 crore-in 1975-76 to
‘Rs 6.5 crore 'in 1976~77, a more detailed examination does not
support it. Ue havé fitted a log-linear equation regressing t
yield of the passehgééé and goods tax (Y).on the number ‘of pub!
service motor vehicles (P), proportion'bf goods:;vehicles to
total public service vehicles (G/P) and a dummy variable to
account for the discretionary change introduced in 1971-72
-(Dl) and a dummy variable to capture the effect of the sstab-,
lishment of check-points-sin¢eA}976-77 (D)  The paramé&ters
are ag follous:



Log ¥ = <0.4143+0,7965%Log P=0.5624 1cgvc/p+o,4435*ol + 0.08620,
(-0.0375) (1.9252)  (-0.2033) (1.7445) (0.2816)

R? = 0.8395 F'= 15.3805 ~ D.u. Statistic = 2.8830

N.B.: Figures in the parenthcses reprasent 't' statistics.
*+ indicates significance 'at 5 per cent level

*# indicates significant at :10 per cent lsvel

A.3.9- Ue Find that the co=efficient:of Oummy D, is not signi=
ficant, From this,rit'is-clear~that'thevestablishment:of the
chack-points has not-led to'a statistically significant increase
in the yield of thastaxs It thus seems that even though ths
yield shows a -substantial increase in the yaar-immadiétely after
the establishment of the check-poinfs,‘the incrdase might have
been due to some other cause. In any case, it does not seem to
have been sustained. In order to examine whether the increase
1n the yield in -1976~77 was statlstlcally slgnlflcant, we -
estimated another equation similar to the abovae with 02 being
specified as 1 for 1976-~77 and zero in other years. ~The

estimated parameters are as follows:

Log Y = ~5.874740,7492%*1og P+0.7921 log G/P+0,4257#%0, + 0.34140,
(-0.5435)(2.8521) . (0.2860) (2.0433) (¢.2269)

“R2 = 0.9150 ' F = 18.8313 - D.W. Statistic = 2.640

N.8.: Figures in parentheses indicate 't! statistics,
*#* gignificant at 5 per cent level,

Here again the coefficient of 02 turns out to be not'significaht.
Thus, the incrqase in the ravenuwe whan the affect of incresasesidn



‘the number of public sgrvice motor vehicles is accounted for is

not roally 31gnlflcant and hence we do not have any evidencs to
'support tha clalm that tha establishment of ‘the check-=points has
“really contributed to the better enforcement of the tax so that
the yield is raised significantly.

A.3.10 Many reasons can be hypothesised for such a result,
Firstly, a number of vehicles do not pass through the check=
points, as they run within thé>precincts of major cities and-
touns and hence do not come within the purvieu of the enforcement
by the' check-points: Secondly, even in respact of those. vehicle
which pass through the check=-points, the transporters could have
found ways and means: oF evading the tax. In this connection, uwe
"cannot rule out the p0831b111ty of a collutlon between the

transporters and the offlclals_mannlng the check=points. -

R,3.11 We have recoﬁmended that‘the goods tax should be conver-
ted into ‘an additional motor vehicles tax which should be
administered by the Transport Department, If this recommendatic
is implemented, the check-points will not havae any rols to play
in the enforcement of the tax. Houevér, we recommend that until
the goodsAtax is converted into an additional motor vehicles ta
the check=points may be allnued to operate as nou,.



IV. ELECTRICITY DUTY IN BIHAR

e Drag;n of tm;}fux

“4+1+1 Under Entry 53 in the State List in the Seventh
Schedule to the Constitution, the States are empoyered to
lavy a tax or dety on the sale and consumption of slectri-
city. Under the provigion, 'all the States excepting “Andhra
Pradesh have bean levying the eleetricity dutye In Bihar,
the tax yas first levied in 1948 under the Bihar Electricity
Act, 1948, "The Act, among other things, stipulated a set

of maximum rates leviable for metered and unmetered consumerss

2. Fiscal Importance and Grouth of the Tax

- - - L —— T 8 W ——

4027 The yield of the electricity duty ross subsfahtielly
from Rse 0¢57 crore in 1961-62 to Rs. 12456 crore in
1979—80,'registering an annual grouth rate of 16+3 per cent.
This comparee.quite favourably yith the greuth of electricity
duty observed in Assam (13+6 per cent psr annum) = though

for a slightly different period (1966-67 to 1978-79) -

Madhya Pradesh (157 per cent) and Uest Bengal (B+1 per cent‘
but is lower than that observed in Uttar Pradesh (17.5:

per cent) and Driesa (23.7‘pef;cent)gg ’ ’

4¢2+2 The grOuth oF electrlclty duty has ‘been much faster
than the grouth of the State's tax revenue as a uhole.

. Consequently, as may be seen from Table IVe1, the yield of
electricity duty as a percentage of the State's oun tax
revenue 1ncreased,substantlally from 163 in 1961-62 to
647 in 1978-~79¢ Houwever, if ye take the period 1965-66

to 1978-79, we find that the tax is seen to have growh only



at more or less the same rate as fhé total tax revenue.
In fact, except for the period 1971-72 to 1973-74, the
parcentage contribution of electricity duty to total tax
revenue is much loyer than the one obéerved in;1965-66.

4¢2¢3 It may also be seen that tha‘relétive'importanCB”
of the tax is the highest in Bihar among all the neighbo-
uring States excepting Orissa. 1In 1973-79, the yield of
_fthe tax formed as much #s 6.5 per cent of the State's. tax
revenue yhich was much higher than the correspondlng
percentage in Assam (0.76) Madhya Pradesh (4. 6) Uttar
Pradesh (1+3) and iWest Bengal (5. O)

| ' . s

4e2e4 It may, houwever, be observed that though in
1957-78 the yield of the tax as a proportion of the State
tax revenus in Bihar is higher than in. some, of thé States
as mdntioned abeve, .as a proportion of the State's
Domestic Product (SDF), it is lower at 016 psr cent than
‘that obtaining in Madhya Pradesh (0419 per cent) and
West Bengal (026 per cent) as well as Opissa (0e42 per
cent) v1de Table IV.2.

4.2.5° Ue have examined the_grouﬁhléf fhe tax in Bihar and
in the neighbouring States in terms of its huoyancy and
elasticitys Table IV.3 summarisaé the comparative perfor-
mance of Bihar and the neighbouring States. An important
polnt that emerges is that even though the buoyancy of the
tax in the State (1.59) compares guite Favourably with
\thoss of the neighbouring States, its elastlclty is seen
:to be much lower than -those obtaining in. all the States
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comparod7exoeotyuoot Bengals Besides, the elastigity of
the tax in:Bihar'is much lower than unity..

44246 On a priori grounds, the relationship betueen the
yield of the electricity duty and SDP is rather remote

and the elasticity thus calculated may not be a useful
guide to gauge the performance of the grouth of the tax.

Jo have thersfore rolated the yield of the tax with the
base of the tax, namely, the consumption of electrloity.

In order to arrive at the' correct base, we have excluded
the consumption of electricity by public utilities such as
public lighting, traction and public water works and

seyage works yhich are exempted from payment of electricity duty
in the State. The yield of the olactricity duty when
related to this.explanatory variable = taxable consumption
of electricity = in a log~linear model gives us the \
'agerago responsiveness of the tax to its base over the
~time poriod. When the yield adgusted for the discretionary
changes is taken as the dependent varldble, we obtain the
automatic respon31veness of the tax to its base. . As the
rate of duty on industrial and agricultural consumption is
lqder, we have taken the proportlon of 1ndustr1al and
Aaarlcultural oonsumptlon of energy to total consumptlon as
-an addltlonal explanatory variable: ih our model. 1In

_ another model, e have considered the discretionary changes
exogenously taking them as explanatory variables represented
by tuwo dummy varlablus for 1964-65 . and 1971=72 when the tuwo
most 1mportant dlscrotlonary measures uere introducede. The
astimated parameters of the log=linear equations are
summarised in Table IV.4. '

o T et g bt s 45 AT



4¢2.7 It may be seen that while the buoyancy coefficient
of the variable taxable electricity consumption is as

high as 1499, the elasticity coefficient is around‘unity
(1409)s It is also seen that even though industrial and
-agricultural coqéumption of the energy is taxed at lower
‘raﬁes, the changes in the proportion of this consUhption
te total consumption do not significantly affect the

revenue from electricity duty.

4¢248  On g‘ggiggi grounds, when the effect of differen-
tial rates of tax on industrial and agricultdfal consum=
nt ion OF énergy is separated, we should expect'thé
elasticity with respect to the taxable consumption of
eneygy around unity. As a major portion of the energy is
sold through the State Electricity Board, the quesﬁion of
tax evasion. (by the Board) does not arise and hence this
cannot be a factor rendering the yield inelastice. Our
exercise yislds an elasticity coefficient of 1.09 which is

in conformity with this reasoninge

4+2.9 However, when the discretionary changes are
'éndogenously considered, we get an estimate of elasticity
around 0.71 (equation 3)e This lower value may perhaps
be due to the fact that the offect of the discretionary
Chénges captured by the dummy variables is a little
exaggerated as other factors like greater distribution of
powsr through the public sector leading to more efficient
collections of revenue could have coincided uith the

"discretionary rate changese



442410 It may be obeerved in this connection that the
rolative importance of the power 'supplied by the public
sector agencies of which the State Electricity Board has

a major share shows an increasing trend over the period. As
may be .seen from Table IV+5, the installed capacity of the
'public sector lncreased from 50 per cent in 1961-62 to 67

per cent of total capacity in the State in 1977-78 though

in terms of actual generation, the increase over the per iod
‘has been of a lower magnitude from 54 per cent to 62-per
cente The share of duty collected from the Electricity Board
also shows an ihcreasing trend, particularly since 1971=72:
it increased from 24 per cent in 1971=72 to about 60 per

cent in 1977-78, but declined rather drastically'td‘32 per
cent in 1979-80 due to the poor pouer}subply position of the
‘Board- In'contrast, the source. of duty paid by the'captive
pouer units and other private units declined from 76 per cent
in 1971 =72 to 54 par cent in 1977-78. Thus, it could be
reasonably presumed that the channelising of the power supply
increa31ngly through the Board would have contributed to a
higher degrée of efficiauy.in the collection of electricity
duty which might have. exaggerated the value of the dummy
variable, thereby underestlmatlng the valuye of bu1lt-1n-
elast1c1ty. ' ’

4e2e11 The performanee‘of a tax is judged not only by its
g;owth,'but also by its levels An important measure of
judging the extent of coverags isrgiven by the ratio of the
tax yield to its base or yhat is talled the effective tax

' rate. (e have therefore examined the effective tax rates



of electr1c1ty duty "in Bihar and 1n the nelghbourlng
States (Table IV.6.)

42412 Tuwo 1mcortant Features can be dlscerned from the
"trends in effective tax rates-. Flrstly, the eFfectlve
rate in Bihar, after 1n1t1ally 1ncreas1ng From 0«58 per
cent in 1961-62 to 2488 per cent in 1972-73, has shoyn

a cradual decline. Secondly, the effective rate of tax
in Blhar is higher than the rates 1n Assam and Uttar
Pradesh and is much lower than those 1n Orlssa, Madhya
Pradesh and iest Bengal. ‘ -

bo2e 13 Changes in the effective rate oF tax may come
about elgher due to dlscretlonary changes in the

gstructure of the tax or due to changes in the consumption
patterne Our examination of the consumption pattern over
the period 1961-62 to 1977-78, presented in Table IV.7,
indicates that over the peficd it has been more or less- .
stables Domestic and commercialncafegqrfes tbgethef
consumed a little over 7 per'cenf%of'the totel'consumption
throughout the periode The share of small and large scale
vindustry showed a decline from 82 per cent in 196%-62 to
73 per cent in 1977-78. However, the decline in the
effective rate of tax since 1975-76 may be partially
gxplained by .the sudden increase in the share of
consumption'by the agricultural sector yhich is taxedlat
a rate louyer by about 10 percentage pointse Beyond this
we do not get any further clue to expiain the changss

over time in the effective rate of tax. In order to
probe into this declining trend of effective rate of tax
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further, we have to examine the structure of tax prevailing
in the State, to which task we shall address ourselves in
- the next section.

3. Structure of the Electricity Duty in Bihar

4e3.17  The rate structure of electricity duty as-it is
levied in Bihar is marked by simplicitye The nature of
the levy is specific and hence it does not depénd upon the
tariff rates. On metered consumers, only two categories
of rates are appliede Industrial, mining and agricultural
consumption is taxed at the rate of 2 paise per unit
whereas domestic and commercial consumption is subjected
“to a higher rate ét 7 paise per unit. Another feature

of the levy is that the sales to certain basic industries
.such as iron and steel and electro-metallurgical
'industries are exempted from the levy for a period of 5
yaars from the commencement of productiOn. The consumption
of eloctricity by the Public Works Department for lift
irrigation and by local-authorities for street lighting

is also exempted by a special notification issued by the
State government. ‘

4¢3¢2 A uniform ggi)ugyxgqm levy maintains the relative
rate diffarences introduced in the tariff schedule. On
the other hand, taxing at differential specific rates
accentuates the differentiatione Thus, in Bihar the
taxing of the electricity at two different rates and the
~specific nature of the levy bring about a differentiation
in the price of electricity which is -at variance with the

{
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diFFerential.rates that are intended in the"éariff
schedules This implies that the electricity duty in Bihar,
besides performing the function of raising revenue also
acts as a means to discriminate against particular types

of consumers depending upon social prioritiess Strictly
speaking, it shouid be left to the discretion of the.

tariff schedule to brlng about the needed degree of -
differentiations

4;3.3 It may be interesting to make a comparison of the
rates of duty levied. in Bihar yis-a=vis other States. In
Table IVeB, we present a comparative position of the tariff
rates and the rates of duty for the different catecgories of
c?nsumerSc‘ It may be seen that the rates of duty applicable
to all the categories in Bihar in comparison with other
statesvis neither unduly high nor unduly loye. However, if.
the comparison is made among thezneighbouring States, it

is clear that in respect of doﬁestiC‘consumurs, the rate

in the State at 7 paise per UHitvis thé‘highest. It is
quite high also in respsct of commercial categories of
consumers, when compared7tq the rates levied in Assam

(3 paise per unit),~Uttar Pradeéﬁ (2 péisa périunit) and.
West Bengal (3 paise per unit),. though Mthya.Pradesh with
8 paise per unit and 0rissa with 7}12~péise per unit'havev
even higher rates. As mentioned already, the State levies
a low rate of tax on.agricultural consumption equal'tb

that on trade and industry and mining but Madhya Pradesh,
Orissa and Uttar Pradesh exempt from the tax consumpfion

by the agricultural sector altogatherl( Ih respect of the

L A T T W e s T .

1/ However, UWest Bengal imposes the duty on- agrlcultural
consumption of energy at 6 paise per unlt- .
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consumptlon of electrlclty by the small: scale and large
‘scale industries too, the rate of duty levied in the
‘States,does not seem to bs unduly highs Thus, only in

; respect of doméstic consumptionrof energy, the rate of
duty levied in the State seems to be on the highsr side.
Similarly, it yould seem that the rate of duty levied on
‘ égriculturél‘consumption of energy is on the low sidee

4¢3+4 It should, however, be noted that the differences
in the rates of duty gives only a partial picture. As a
large part of the total sale of electricity is channelled
through the State Electricity Boards in all the States,
the choice of the method of raising revenue sither through
the tariff or through the duty ultimately rests with the
State sectore From the point of view of the consumers,

it is the difference in the total price inclusive of tax
paid for a unit of energy_consu@ed in different States that
ié,relevant- From this point of vieu certain impbrtant
features stand out in the schedule of electricity duty at
present ih vogue in the State.

4¢3¢5 ., As may be seen from Table IV.8, in respsot of the
‘domestic categories of consumers, both the rate of tariff
and the rate of duty are higher in Bihar than in most of
the States so that, the total price charged in the State
~ for this category of consumers is the highest among all
the States. Similarly, the price charged for commercial
consumption in the State is lower than those charged by

. only Uttar'Pradesh~and Andhra Pradesh. As regards the

consumptipn of 'energy by large industries even though the
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rate of duty is louwer than uhat'prevails in many of the
States, the tariff itself is so high that the total price
-charged:is.the highest in the State. This is also true

of the consumption of energy by small industriess ' Thus,
charging a loyer raté of duty for industrial consumption
of emergy has not really served the purpose of promoting
industrial grouth in the State, since the rate of tariff
plus duty charged in the State is higher than what prevails
in other States.’ This higher total price may be expected
to act as a strong disincentive measure. In contrast,
alﬁhbugh‘the rate of duty of 2 paise per unit on agricul=-
tural consumption of energy is higher than the rates
prevailing’ in many of thev3£ates, the rate of tariff
itself.is so lou'that the total price charged in the State
,ié'the~lobest for this category of consumers. fs against
;this, eVen if some of the States exempt agricultural’
bdnsumbtion cecmplately from the purviey of the electricity
kduty, the price charged in these States is‘much highers
4+3+6° Tt needs to be noted that the rate of duty imposed
;on the energy consumed from captlve generation in Bihar
is not-different from that charged on energy supplied by
the State Electricity Boarde The representatives of the
Bihar Chamber of Commerce and Industry have urged in their
memorandum that the consumption of energy generated from -
the captive units should not be subject to the electricity
dutys The reasons advanced in support of this are tuwo=~
folds Firstly, it is claimed that the Electricity Board is
. unable, to meet thefgrbuing demand for energy in the State
on its own and the industries cannot really depend upon the
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'1rregulur and erratlo supply.of energy from the Board.

in order to meet the demand of the industries adequately,
it is only proper that ‘the units are encouraged to have
their own generatlng unlts. The installation of captive
units promotes steady industrial grouth. Secondly, as
ths cost pér unit of energy generation by the smaller
‘captive units is highef than the cost of energy generated
by the £lectricity Board, adding to this higher cost
through the imposition of electricity duty would render
energy generation by captive units further unesconomical
and hence .would not encourage the industries to go in for
such generatione |

4+3¢7 In this connection it is necessary to note that
the genérétion of electricity by the industrial units for
self=-consumption in Bihar is substantials As of 1977-78,
the captivé units contributed_as,much as 33 per cent of
the total generating capaciﬁy;in the State and they
actually’deheratad 38 per cénf\of the total generation
‘during the years = ' Therefore, total exemption
of these sources from the duty would result in loss of
‘revenue to the tune of about Rs. 3 croree Over time this -

-

;uould increasee
443¢8 Ue have examined the claim that the cost of
generating electricity by the captive pouer units is
higher so that they should be given some relief by not
levying the dutys The average cost of elsctricity
produced under the various systems from 1971-72 to 1978-79
given in Table IVe. 9. indicates that of the various
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systems,‘thé unit cost of generating electricity using
sfeam’is the lowest and that of generation using diesel
is the.most expensive. As of 1978-79, the generation of
"pouwer using the hydel system is two and a half times ﬁore
expznsive than the steam system, and the diesel system
costs over 40 times the steam systeme Thus, if the
captive units generate energy using the diesel systenm,
which is decisively more expensive, there is really a
case for exempting them from the electricity duty. In
this connection, we have examined the distribution of
géﬁefation of energy by thé'captive units according to
brimeQmover categories. The position as of 1978=79 is
as follows: ‘

1
i

'S stem of generation - _l_gt {lﬁi.ﬂﬁﬂﬂﬁiml Actual generatiar
= =t e ') “(HiTTion KJ)
~.  Steam 427297 1596.08
_ G (97.4) - (99.5)
Diesel 11331 : 836
- (2.6) (0.5)
Total o 438628 1604444

(100.00) (100.00)

_Notei Figures in parentheses'afe percentages of total.

It is thus seen that over 97 per cent of the installed
canacity of the captive power units and over 99 per. cent of
the actual generation is done using.-the cheapest means of

generating energye



44349 Uhén.ue'anélysa the iﬁdustry-uise generation of
'1n9rgy for self—consumptlon, it is seen that a very hlgh
nercentage is generated by the industries operating on a
large scale like Iron'and Steel, Fertiliser and. Cement
(Table IVe10)e On these industries generation of engrgyl
Ublng steam could be sconomically viable. On the other
hdnd, 1nduvtrles operatlng on a smaller scule cannot
economlcally generate electricity u31ng steam and may “have
to go in for the diesel system.

‘4.3.10 We have also examined the practice preQailing in
other States in this connections In many of the States

as in Bihar, fhe power generafion for self=-consumption by
“the industrial units is.subject to duty at different rates
as perr generafed by thse StateAEléctpicity Boarde In no
State where the electricity duty is levied, the pouer
generated for self-consumption iS'exempted from the levy of
'duty and 1n some States where a dlfferent rate schedule is
in vogue (Table IVe11), the rates chargad are ‘'not very much
lower, but are sometimes even higher than the rate charged

for industrial consumption of energy in Bihar.

403471 On these considerations, we are inclined to take
the viey that the generation of eléctriéity for self=~
‘consumption using the steam system does not really call for
any relief in terms of exempt1$n from electrlclty duty-
However, for reasons of scale/économles and higher fixed
costs, many of the units may find the generation of elect-
ricity using steam economically unviablg.and hence may go

in for the diesel system yhich, is'decisively more expensive.
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Some relief in the duty may be considered for those units
wher

- e o

o .the diessl system is the only viable alternative.
(11) Exemptions

463612 Th@ exemptlons from electricity duty may be'

clas 51F1ed 1nto two Cdtegorleso The first type of exemption
is provided for under articles 287 and 288 of the
Constitution and is uniform for all the States in the Indian
Unione Under this no duty is leviable in the State on the
consumption of electricity of the following categories?

i) ~ Consumed by the Government of India, or sold.
to the Government of Indla, for consumption
by that Government; - :

ii) Consumed in the construction, maintenance,

' + or operation of any railuay company operating
that railway or sold to that Government or any
such railyay company for consumption in the
construction, maintenance or operation of any
railuay; :

iii) Consumed by the licensee in the construction,
maintenance and operatlon of electrlcal
undertakings; !

’

iv) Consumed by the Damodar Ualley Corporation for
' the generation, transmission or distribution
of electricity by that corporation.

443413 Besides the aboue‘bétegories, the State government
under section 9 of the fct is"also empowered to grant
exemptions under sepérate notifications to any persoh or
blass of persons or for any purpose declared under-a notifi-

cation as a public purpése. Under this provision, the
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tate govcrnment has .exempted from the payment of electrl-

ity duty the elnctrlclty consumed by.

i) Public Works Department for lift irrigation;

ii) any local authority for lighting of publlc
‘ streets; and - .

iii) sale or consumption of electricity in iron and
steel industry, electro-chemical or electro-
motallurgical industry for a period of five
years from the date of commencement of
productions

4.3.414 All the State govefnmenté,haVe‘the discfetion of
exemptihg'the consumption of electricity for certain,
specif ied purposes from the electricity duty; The exempt=
ions given in the neighbouring States are listed in

Table IVe12 The exemptions granted in Bihar in'comparison
with those of the neighbourihg States ére'by no means
excessive. In the States of #ssam, Uttar Pradesh and
Madhya Pradesh, energy used for agricultural operations
~is totally exempted whereas in Bihar, a duty‘iszlevied,
though at a low rate of 2'paisevper unit. 'As‘rSQards the
consumption of energy by industries, in Uttar Pradesh.

all sialler industrial upits located in backward arcas are
exempted from paying the.duty. “In Assam consumption of
energy exceeding 40,000 units exclusively for industrial
production is exesmptede - In contrast, in Bihar exemption
is granted in the cass oflonly a few industries like iron
and steel, slectro-chemical and electro-metallurgical
industries for a period of § ysars after the commencement

!

of productione.
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443415 Although the exemptions granted in the State are
not generally excessive, it is nccessary to‘point out that
in respect of industries, the exemptions are a little
superf luous and do not serve the purpose to the extent
desired. -We have already pointed out this while analysing
the rate structures To repecat the argument briefly, the
tariff rats itself is so high in the.State that even uith
no duty being levied, the relative cost of power in the
State yould be higher and this can actlas_an important
disincentive for locating industrial prbjects in tﬁe State.

"4ebel s habe already stated earlier that an'imprbvement
in,the revenue from the electricity duty.can come about
mainly through the revision of the structure of electricity
dutye fs the administration of ‘the collection of the duty
is largely in the hands of the Electricity Board, the
Commercial Taxes Department cen do very little in imbrouing
the yisld on this account. Houéver, this should not deter
us from stating that with a littls improvement in efficiency
on the part of the Board, significant increases in theo
generation and consumption of electricity and hence in the
electricity duty could be achisveds Tuwo important factors
which can lead to a significant enhancement of revenue

are the (i) minimisation of transmission, distribution and
unaccounted losses of slectricity and»(ii) more satisfact~
ory capacity-utilisatione Let us analyse-these in a little
moré detail. - ' o o
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b4ebe2 We have exahined thé transmission, distribution
and "other" (unaccounted) losses of gensrated electricity
in Bihar and compared them with the figures available for
the country as a whole. Ue Cannot.but dray attention to
the Fact that the 1osses on this acco nt in Bihar are
rather excessive and to the possibility that a large part
of them could be 31mply due to the theft of electricity.
In Table IV.13, we present the losses on this account
during 1971=72 to 1977-~78 in Bihar and the country as a
whole and have computed the additional yield that could
have accrued if the standards prevaiiing in the country
on- the avérage prevailed in Bihar. It may be seen that
in all the years, the extent of losses in Bihar have

been of a much higher magnitude that existing in the
country as a wholee.

4+4+3 The line loss of electricity could be attributed

to the technical faé¢tors involved in the transfer, trans-
mission and distribution aé well as unaccounted losses
which are otherwise called "theft". Thus, while some of
these losses are unavoidable, the excessive line loss

which are sustained by the Board in-Bihar cannot be
justifiedes 1If the State Electr1c1ty Board had the llne
losses only to the same extent as the average losses
suffered by all the Electricity Boards, the yield of the
electricity duty would have been much highere Our estimates
of the potential yield for various ysars are presented in
the Tzble IVe13s It is seen that the additional yield that
could have resulted from this yould be Rss 35 lakh in
1977=-78 forming as much as 5 per cent of the actual yield
of the electricity duty.
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4deb o4 Another important measure that could result in

a significant ihprovgment in the yield of the electricity
duty is the better utilisation of installed capaéity.
Given that the situation of excess demand for power
exists in Bihar, better utilisagion of capacity in the
State would result in a substantial improvement in the
Tevenues |

44445 The feasible degree of capecity-utilisation in’
électricity generation should be considered with care
taking note of several factorse Full utilisation of
capacity in the electricity industries is not possible
owing to the ex;stence of significant divergence betueen
peak load demand and normal'qgmand and the need for
keéping,standby capacity to meet the demand while the
regular units are being rested or at times of emergency
and for such other reasons.- Fu:ther, tHé extent of

. possible capacity utilisation also depends upon .the
system of generation. ' ' |

44446 ~ Ue have considered the capacity utilisation in
the States as a whole as the norm. The extent of
utilisation in each of the éystems - hydel, steam and
diesel « averaged for the States is,applied‘to the’
generating capacity available in Bihar to determine the
olectric power that could have been genarated in each

of the systems, if the all=States' utilisation standards
had prevailed in the Statee Applying the line losses at
the prevailing.rates in Bihar, we have arrived at the
poﬁential eléctricity~available for consumptione. The
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.differences between the postential and the actual is then
arrived at and by applying the effective rate of duty on
this, we have arrived at the likely loss of yield due to
the shortfall in capacity utilisation. These estimates
are made for the years from 1971=72 to 1977-78 (Table IVe14).

4e4e7 | It is sean thatithe estimated loss in yield due
to this shortfall in capacity utilisation was the louest
in 1976-77 at Rse 33,7 lakh forming about 4 per cent of -
the actual yield and the highest in 1972=73 at Rs. 81.9
lakh forming as much.as 10.5 per cent of actual the '
yielde In all other years it was more than Rse. 50 lakh.
and in 1977-78, it was as much as Rs. 71 lakh which was
over 9 per cent of the yield of the electricity duty.

4¢448 'The improvement of the yield of the electricity
duty on account of redbction'in‘lins losses and better
capacity utilisation is’ p0531ble only when determined -
action in this regard is taken by the State Electrlclty
Boarde The Commercial Taxses Department can dg very little’
in this regarde This is a matter of great cqﬁcerq not
merely from the point of‘vieg of securing larger revenus
from the electricity duty, but, more importantly, from

the point of view of the earnings of the State Electricity
Board and thevgrOUth of. the State economy.

S. Recommendations

40541 As shoun in the earlier sectlons, from the p01nt of
view of the price charged to dlfferent categorles of
consumers, there is a case For,enhanc1ng the rate of duty
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" on agricultural consumption of ehefgy.' It does not

seem to be rational, to confer beneflts on this. category
of consumers tuwice =~ once by nav1ng the tariff rate at a
very loy level and‘agaln by charging a very loy rate of
electricity dutys On the other hand, the tariff rate on
“industrial consumption is already s6 high that even in
the absence of electricity duty the orice of electricity -
for this category of consumption is higher than the
prevailing prices in the neighbouring States. Thus,
charging lower rates of electricity duty on industrial
consumption to promote industrial growth does not really
serve the intended purpose unless basic changes are
effected in the tariff structure itself. Though on this
ground there is no casewfer enhancing the rate of duty on
1ndustr1al consumptlon, in'the ihterests of uniformity,’
we prefer to keep. this on par with that on agrlculturel
consumption. \e, therefore, recommend that the rate of
duty oh agricultural and industrial consumption should be
enhanced to 3 paise per unit from the present level of
2-paise per unit. .

be5e2 As mentioned in the.preVious.pafagraph;
rationalisation of the rates of elebtficity duty_alone‘e 4
can help very little in attaihing the overall objectiveé,
More important is the need for rationalising the tariff
structure to be in the tune with the overall ebjectives

to be pursueds We have already mentioned that in Bihar
the rates of tariff on the consumption of energy for

"agricultural purposes is much lower than the rates
preveiling in the neighbouring States. On the other:.hand, t§
rate of tariff on industrial consumption of energy in the St¥
is higher than those in the neighbouring State. Therefore,



ANNEXURE 1.1

QUESTIONMAIRE

1.._§§hngI§xation on _Passenqers and Goods Act, 1961

T

.2.

10.

What, on an average, is the Kilometreage run by
the nassenqger huses and goods vehicles?

Whate is the fare structure for nassengers and .

. freioht structure for qnods?

What is the rarge of gross earnings of the trucks

~of standard canacities? Please give the basis of

your calculations.

What is the range of graoss earnings of the passen-
ger buses? Please agive the basis of your
calculations. :

UWauld you prefer that there should be a separate

tax on motor vehicles and another on goods and
passengers as at present or should there be only
one tax under a unified Act? If the structure is
to be unified what should he the rate structure?

Do’ you think that the existing sﬁructure of taxin
passengers and goods adversely affects the trade
and business? if so, in what wavs?

1
!

Jhat, if any, are the other shortcomings of the
existing structure of tax on passengers and goods?

What alternative tax stnuctures would you suggest
for,

i) Motor Vehicles:

ii) Goods: and

f1i) Passengers

Would you prefer an ad valorem levy on goods with
facility for comnoudding to a snecific levy based
on certain criteria? Please state reasons.

‘Do you consider that the differences in the rates

of passengers and goods tax between the States
create problems? 1If any, please enumerate.
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would like to urge the State govarhment:to impress‘upon‘the
Electricity Board the need to rationalise the tariff
structure by raising the rate on agricultural consumption
and lowering it on industrial consumption, so that thae
rates in the State are at levels comharabla to those in

the noighbouring Statese« This would; besides helping

the State to improve the performance of the Electricity
Board, prevent the diversion of industries from Bihar-to
other Statese

44543 fs regards generation of electricity for self=
consumption, our analysis reveals that the unit cost of
generating electricity by bigger industrial units using

the steam generation system is not necessarily high and
therefore there is no case for exemption in respect of power
so generateds On the other hand, the smaller 'units using
the diesel generation system necessarily have to incur a
higher unit cost of gencratione It would therefore appear
that an additional burden by way of duty should not be
imposed on these unitse. At the same time,’ue have to

avoid any step that would encoufage industrial units to
switch over to the diesel systeme UWe, therefore, recommend
that the State government should determine on the advice

of an oxpert group as to which categories of industrial
units would find the steam system of generation clesarly
uneconomicale In the case of units falling in these
categories and using the diessl system, the rate of
electricity duty may be kept as 1 paise per unit.
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12.

13,

14.

15,

16,

17.

18"

19,

- 15

Do you consider the existlng orocedure for tax
collection satisfactory? . If not, nlease eluc1date.

What, if any, are the problems faced in. the system

of goods tax callection through the check--pomts‘7

" What modifications would you suggest in the uorklng

of check-points?

To what extert do you think that there is'an overlap
hetueen the taxation of road transport through*
passengers and goods tax on the one hand and of pet-

- roleum products on the other? "If such an overlap is

substantial, what methods would you suggest for
harmonizing the two modes of taxation?

What suggestions would yod like to make in respect of
~mainténance of records by the tfansport operators of

goods-“and passengers, submission of returns and pay-
ment of tax@s?Is the present system of verification

of accounts of the assessees of goods and passengers
tax satisfactory?. What modlflcatlon would you like

to suggest°

What are the lacumag in the existing provisions of the
law that lead to evasion of the tax . on motor vehicles
goods and passengers? UWhat modlflcatlons do you
suggest to plug them?

What are the common ways through which the taxes on
motor vehicles, goods and passengers are evaded?
What suggestion would you like to offer to prevent
such evasion?

Please comment on the‘exemptlon granted from these
taxes, What, in your vieuw, should be tha pr1n01ples

governlng such exemptlcms‘7

Enumerate the provisions of the Taxat1on of Passengers
and Goods Act, which, according to you, are ambiguous
or are amenable to different interpretations?

Please state uhether the existing taxation laus impose
hardships on the assessees and create administrative
complexities for the Government in relation to any

of the following:
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What is the scope for, 81mpllfy1ng tax. laws/rules and
orocadures to ensure, maximum.sat 1ofact10n ‘and- least
inconvenience to, the taXDayers keeolng in vieuw the.

" need for economy°

"icomnllance? R T P
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Do you Conslder that thP pr0V1310n relatlng to
penalties are adequate and reasonable? Wgould you
recommend stricter penalties to .ensure better tax -

Are the ox1st1ng laus, rule and procedufes“adequate
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‘o guard against tax evasion: if not, please indicate ..

‘i;theipoésible.uaXS‘of plugging the loopholes,

Do you consider any of thre forms and. reglaters vt ot
specified under the rules cumtersome? 'What changes "

leading to simplification of the form would you

sugqest?

?41 Do you have any ‘suggestions to make "‘on any of thei

P

f:, N

t..\II.HEi.ﬂ'\ar Entertalnment Tax APt 1948 ;";U“ (-“
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7. Do you consider that the rate oF tax Qh : S
-+ entertainmments is unduly high as comoared to. bthar

states‘? Please elaborate.

[
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Do ysu favour a single rate of tax as prevalént at
present or rates differing u1th the cost of .entertainment ?

Would you suggest a uniform rate or dlfferentlal rates for
different classes of cities. 2?2 Please give reasons. Also

indicate the degree of dlffarence in rates that should be

introduceds

Should the compoundlng alternative be provided only in less
nopulous areas or also in cities and touns ?

yhat cre the common means employed for evadlng the
entertainment tax 7 \hat suggestlons do you put forth
for preventing such evasion 7

Do you consider the e;lstlng,policy of exempfions
satisfactory ? 1If not, what changes would you like to
suggest 7 Do you favour the mode of taxation on a

net basis as preualllng at present or is it proper to tax
on a gross basis 7 .

Are the methods of collectlon of tax amployed at present
satlsfactory ? What changss do you propose 7 »

Do you think that the system of asking for security
deposits is necessary 7 If not please enumerate hoy
defaulting taxpayers can. be brought to book ?

Do you have any suggestlons regardlng the prov131ons
pertaining to printing, stamplng and approval of the
tickets 7

Is the system: of verlflcatlon of returns and -assessment
as przuvalent at present satlsfactory ? Uhat changes would"
you suggest 7 : o g

Enumerate the proulslons oF the entertalnment tax which
ara amblguous and are inconsistent ulth other provisions.

Do you think that any of the registers and forms prescribed
under the Act is unnecessary or compllcated ? UWhat
improvements would you like to suggest in this regard ?

what measures or incentives would you suggest for the
grouth of new cinema housces in the State 7

Do you have any suggestion to make on. any of the issuas
or any of the toplcs not coverad abova ? o
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Bihar Elecctricity Duty Act, 1948

1.

Please enumerate whether the rate differentiation
in the lavy of electricity duty .3 prevailing at
prescnt is justified,

Would You prefer an ad valorem levy to the speci-
fic levy gs pruvaillng at prescmnt ?

Is the the rate structure prevailing at present
satisfactory? UWhat changes would you like to
sugqest?

WUhat are yodr observations on the policy of giving
exemptions?

Db you consider .the existing policy of levying
concessional duty wn certain uses of energy
justified., 1If so, are the concessions adequate
and satisfactory?

What, in your vieu, ig the extent of evasion/
avoidancc of electricity duty? hat are the
methods employed for evasion/avoidance of the
duty and what arc your sugaestions for preventing
evasion/avoidance of the duty?

“lhat measures would you suggest to render the

tax eleastic, particdlarly in respect of the.
revenue from the consumption of unmetered
consumers?

‘Do ynu have any suggestions to make on‘any

of the issues .nrt covered above?
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ANNEXURE 1,2

List of Persong/ﬂfganisatiohstho Cave
Evidence Before the Study Team

. 1¢ Mre Vinay Kumar, Eastern Indla Motion Picture
‘ Association, Patna : :

2. Mr. Ajay Sinha, Eastern India Motion Picturs |
Association, Patna’

3¢ Bihar Chamber of Commerce and- Industrles _
- Judges  Court Road, Patna

4o Bihar Transport assoc1at10n, Agrawal Hotel; Patna

Se . Bihar IndustriesﬁAssdciation,.Sinha Library Road,
Patna ’

6« Shri R.K. Sinha, former Comm1831oner of Commer01al
Taxes, Patna. g

T Shri' V.N. Vageesh, Deputy Comm1831oner oF Lommercial
Taxes, Patna. : e

8;_ Shri Akhlleshuar Prasad, Joint Commissioner of
Commercial Taxes, Patna

"9+ Shri R.R.V.P. Sinha, Deputy Comm1831oner of
v Commercial Taxes, Patna

10+ Shri B.P. Verma, formerly Addltlonal Finance
Commissioner and at present, Comm1851oner,

Commercial ;Taxes.
\
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ANNEXURE 1.3

List of Persons/Oroanisations who Submitted

Te

2.

-

Uritten Memoranda to_the
Study “Team °

Eastern India Motion Pictures Association
North Congress Maidan, Patna & '

Ranchi District Cine Association, Sandhya
Cinema Compound, Purulia Road, Ranchi

Chotanagpur and Santhal Paragana Transport
Owner's Coordination Committee, Ranchi

Chotanagpur Chamber of Commerce and Industries,
Shardhanand Rpad, Ranchi

Raj kumar Jain, Advocate, Ranchi.

N .
s 0 ¢ 9 8008 00
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ANNEXURE III 1

Proposed Rates of Addlﬁlonal Motor Vehlcles Tax
‘1n the Place of Goods Tax

.

Registered Proposed Additional Motor Vehicles Tax
laden uelght o : Por fort-
(quintals) Pg; yaar: Per guarter Per WDT#h SSeht o
o o ‘ part there

.thereof

5 200 - 50 © 16,67 - B8.34

¢ -~ - 400 . 100 0 33433 " 16.67

15 - 600 ’ 150 - . 50,00 25,00

20° 800 - 200 ' 66.69 33.34

25 1000 250 ' 83,33 41,67

30 1200 . : 300 100,00 50.00

35 / 1400 *+ - - 350 ‘ 116 .67 58,34

40 ‘ 1600 400 - 133,33 66.,67

45 . 1800 450 150,00 75.00

50 - . 2000 500 166,67 83.34

55 2200 550 183,33 91.67

60 o 2400 600 200,00 100.00

65 2600 650 . 216,67 108,34

70 ' 2800 700 233,33 116.67

75 - 3000 . 750 , 250,00 125,00

80 3200 800 266,67 - 133,34

85 ' 3400 . 850 283,33 141.67

90 3600 900 + 300,00 150,00

95 - 3800 950 316,67 158,34

100 ‘ 4000 1000 333,33 166 .67

, 105 4200 1050 .~ 350.00 175.00

110 - 4400 1100 366 .67 183,34

115 46 00 - 1150 - 383.33 191.67

120 4800 1200 400,00 200,00

- 1250 5000 1250 416 .67 208,34

130 5200 - 1300 433,33 216 .67

135 5400 1350 450,00 225,00

140 5600 1400 466 .67 233,34

145 5800 1450 483,33 241,67

150 6000 1500 500,00 250,00

155 /6200 1550 516 .6 7 258,34

160 6 400 1600 533,33 266,67

165 660Q 1650 550,00 279,00

170 - 6800 1700 566 .67 283,34

175 7000 1750 583.33 291,67

180 n 7200 1800 600,00 300,00

185 7400 1850 ) 616,67 308.34

190 7600 1900 633,33 316,67

195 7800 1950 650.00 325,00

200 ' 8000 2000 ~« 666,66 333,33
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ANNEXURE 11I1,2

t =

- Present Incidence of Passenger Tax Per Seat Per Quarter and Proposed

_Rates of Additional Moter Vehicles Tax for Passenger Buses

(In rupees)

ﬁﬁﬁ°g§§?e.AKiﬁﬁmg§§e‘ Gross earnings per quarter’ Tax payable per quarter tom ten proposegé§835agigrseat
day . quarter  Ordinary £Express De luxe Ordinary ExXpress De Iuxe payable Urdinary Express De luxe
dugizer5 | o
80 7200 360 432 5% 72 86.4 115.2 20,0 60 .70 . 95
100 9000 450 540 720 90 108.0  144.0 25.0 75 88 119
130 11700 585 702, 936 117 - 140.4  187.2 32,5 98 114 154
160" 14400 720 86 4 1152 144 172,8  230.4 40,0 1200 140 190
200 18000 900 1080 1440 180  216.0  288.0 50.0 150 . 175 238.
240" 21600 - 1080 1296 1728 216 259,2  345.6 60.0 180 210 - 285
280 . 25200 1260 1512 2016 1252 302.4 . 403.2 70.0 210 245 332
3200 28800 1440 1728 2304 288 345,6 460.8 - 80.0 240 260 - 380
360 32400 1620 1944 2592 324 388.8 518.4 90.0 - 270 315 . 428

400 36000 1800 2160 2880 360 432,0 576.0 100.0 300 350 475

[ T

e

* At 75 per cent occupancy ratio; the rates fbr a single ticket per kilometre of travel
in ordinary, express and de luxe buses are taken as 5 paise, 6 paise and 8 paise, )
respzctively, : ' '
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ANNEXURE IV.1

Rates of Discretionarv.Chanqés in the Stiﬁcture‘gg Electricity Duty in Bihar

N

Premises

19 48_1/

1953%

1964 -

19712/

1974§/

In respect of mines or
industrial undertakings,
savé in rocspect of its
premises used for resi-
dentizl office purposes

In respect 1f all pre-
mises not fzlling under
~serial number (3)

‘In rspsct of ali pPre-
mises where-the supply
of energy is unmetered:

i. Every lamp of less
than 30 watts

Every lamp of 30
w:“ts Oor more but
less then 40 watts

ii.

Every lemp of 40
watts Or more but
less thaen 60 watts

iii.

6 pies per unit
of energy -

2 annas and 6
pies (per mensum)

3 annas and 9
pies (per
mensum)

5 annes -
(per mensum)

‘9 pies per unit

of energy

3‘annas'and 9:

1 paisa per unit
of energy

6 paise per unit -

of energy

23 paise -

pies (per mensum)per unit of

5 énnas and 9
pies (per -
mensum)

7 annas and 6
pies (per
mensum)

ene rgy

36 paise per
unit of
energy

47 paise per
unit of
energy

2 paise for-ﬁnit
of energy

6 paise per unit
of energy

23 paise per
mensum

36 paise per
mensum

47 paise per
mensum

2 paise per unit
of energy

7 paise per unit
of energy

23 paise per
mensum

36 paise per-
mensum

47 paise pPer
mensum

—

e ————

Contd..e-+/"



Premises - 1048/ 19532/ ~ 1964 1971 1974
/ : ' - i e
iv. Every lamp of 60 7 annes (per mensum) 10 annas and 6 66 paise per 66 paise per mensum 66 paise per mensum
watts or more but ~pies (per unit of ’
not exceeding ' mensum) energy --
100 watts | }
v. Bvery additional .15 2 annas and 6 3 2nnes and 12 peise per 12 paise per mensum. 12 paise per mensum
watts or fraction pies (per 9 pies unit of
thereof in excess  Nensum) (per mensum) ene rgy
of 100 watts in
any lamp.
|
- !
1/ With effect from lst Oc*"ober 1948
2/ With effect from 1st April 1953
3/ With effect from 1lst January 1964
4/ With effect from 1st Septermber 1971
5/ With effect from 1st April 1974

3Durce: The Biher Comnercial Taxes Manual Vwlunme IV.
Departrent, Government of Bihar.

(Part II),FinFnce (Commercial Taxes)

il

uwvcl'nment of Bihar’

Co i
o | Taxes Departmant, PatnaTmerClal
ii) For other States -~ Budget Docu t
: mants.

: <. R TR LIS L o e R T e o . Y
e AR Tk i h g Aot T O R R D ke e A R T PR ¢ L P
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TABLE II,1
Entertainmﬁnt.J}wsjvaJ%%mJ%ﬂﬁLJui;tgt?1 Tax Revenue _in
- Bihar ani the Neighbpuring States

(Per cent)v

T WD B TS G EEEWRENE S AR U W.GNMP WS W BO W W TE-SS TH TMESER. AW M W ST S W S G W W T S T .

Yaar Bihar Assam Orissa Uttar  Madhya  Uest
Pradesh Pradssh Bengal

W N R T R W R B W TR TER R W WSS APTESNCE. T 1R MR W W M M W W EE AR W en AR W WD W N N W DA A AR VW S T e .

1961-62 2,05  2.06  1.45 2,92 2,80 3.53
1962-63  1.82 . 2.09 = 1.65 2,77  2.82 3.98
1963-64 2,33 2,10 - 1.39 3,25 2.77 . 3.66
1964-65 2.37 2,08  1.35 2.85 2,77 3.64
1965-66 ° 2.51 - 2,06  1.52 3.43 3,41 3.38
1966-67  2.38  2.36 . 1.86 3.99 3.28 . 3.40
1967-68 2,08 ~ 1.87 1,50  3.69 ' 2.81 3.00
1968-69  2.13  2.67  1.49 . 4.07  2.84 = 3,27
1969-70  2.29 . 5.22  1.55 4,31 2,79 3,64
1970-71  2.56  3.11  1.47  5.16 ' 3.03 3.88
1971-72  2.68  3.21  1.75  5.31  2.84 3,81
1972-73  2.73  3.35 -1.98 ° 4.96  3.14 4,15
1973-74 2,73 3.48 1,62 4.70  3.63 1 3.3
1974-75  2.40  3.65 . 2.29 4,66  3.52 4.02
1975-76 2,53 . 2.68  1.92.  4.48  3.10  3.97
1976-77  2.64  2.97  2.15  4.45  3.18 4.90
1977-78 2,38 ° 3319 2,27 - - 4.43 3,07 4,80
1978=79  2.52 . 2,92 . 2.32 4.78 - 3.00 5.67

Source: i) For Bihar -'Governmehf of Bihar, Commercial
Taxes Department, Patna.

ii) For other States = Budget Documents.

il
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TABLE II.2

f Entertainment Taxagljggggij¥yy§g;g;

.- . S WS AN T TR T D TR

in_Bihar and the Nsighbouring States

—— e W "

(1961-62 to 1977-78)
(Per cent)

VWS MG B AN R W W WD CEE T MBTRS M WS W W W W WIS Ca A e M W 7 I I M N E THE TR M Y . M A AN AT e -

Year Bihar Rssam Orissa Uttar Madhya - West
‘ Pradesh Pradesh Bengal
1961-62  0.07  0.09  0.04 0.09 0.09 0,13
1962-63  0.07  0.09  0.04  0.10 + 0.10 " ol 16
1963-64  '0.08  0.09  0.04 - 0.11  0.10 0.15
1964-65  0.08  0.09  0.04 0 10 0.11  0.16
1965-66 ~ 0.07  0.09° 0.05 0.11  0.15 0.15
1966-67 0.08 ,\0.09 0.05 = 0.12 0.14 0.14
1967-68  0.07 ' 0.07  0.04 . 0.1 0.10 0.12
1968-69, 0.08  0.10  0.04  0.14  0.12 . 0.14
1969~70 0.08 0.15 0.04  0.15 0.12 0.16
1970-71  0.09  0.11  0.05  0.19 * 0.13 0.16
1971-72  0.10  0.13  0.06  0.19  0.12 0.16
1972-73  0.10  0.14  0.06  0.16 0.14 0.20
1973-74  0.09  0.13  0.04 0.17  0.14 0.15
1974-75 0,08  0.11 0.07 0.18 0.16 " 0.18
1975-76  '0.12  0.12  0.08 0.25 0.20 0.22
1976-77  0.13  0.13 . 0.11 0.25 0.22  0.27
1977-78  0.11  0.15  0.09 0.23. 0.18 0.25

Source: Same-as for Table II.1.



TABLE IIL,3

urowth of Entertainmant Tgk‘ih‘Byyagiyyi

the Neighbouring States

a2l g S -

Grouwth Buoyancy  Elasticity

rate

(per cent)
Assam o 13.am 1,291 1.033
Bihar : 13.147 1.294 0,944
Madhya Pradesh 15,710 © 1.358 - 0.740
Orissa ... 15,827  1.502 - 1.309
Uttar Pradesh ®  16.755 1.644 1,125 )

“West Bengal 14,224 7 1.324 <1 0,910

0 A T S T L D A T R W W T G A N A W, -y o - -

Note. 1. The reFerence period--chosen for computlng
. growth rate is from 1961-62 to 1978-79.

2. The reference period chosen for computing
buoyancy and elastlclty is Prom 1961~62 to
1977-78. '

3. All coefflclents are 31gn1f1cant at 1 per
cent level.
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TABLE II. 4

ipita Entertainment Tax in B8ihar and

_ the Neighbouring States ' .
(1961-62 to 1978-79) .

———- SO € 11-1-1-1-) I
Year Assam:... Orissa Uttar Madhya West
. Pradesh Pradesh Bengal
1961 0.27 © - 0.08 ,0;23,. ~0.25  0.52
1962 0.27 0,12 0.25 0.27  0.65
1963 0.30  0.12 0.32 0.31  0.69
1964 0.32  0.13 0.35 0.36 0.77
1965 0.34  0.15 0.40 0.45 0.80
196/ . 0.39  0:20  0.50 0.46 . 0.83
196’ 5 0.36  0.18  0.54 - - 0.46 , 0.78
196 ) 0.47 0.18 . 0.64- - 0.50 0.88
196 2 7 p.72  0.20 - 0.70 0.54 1.07
197 5  0.58  0.22 0.89 0.63. 1.14
197 0 0.67 0.27  0.92 0.63 1.22
1972~ 49  0.75  0.34 0.96 0.79 1.55
1973=74 .52  0.79  0.29  1.14 1.03 1.33
1974-75 0.57  0.83  0.48 1.36 1.32 1.86
1975-76  0.76  0.92  0.54 1.83 1.52 2,28
1976-77 0.88  1.06  0.70 2.08 1.65 3.03
1977-78  0.80 1,37  0.75  2.10 1.62 . 3.18
1978-79  0.84  1.17  0.79 2.22 1.74 4.48

. - - . e  —— i —

Source ¢ Same as ,For Table I1.1
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"TABLE II.5 .

Entertainment Tax Levels in Bihar and t

v it o e e < o e . 0 e -

—

Per capita Entertainment Entertainment

entertainment tax as per cent tax as per

" b' : ." .
o b

. — -y WA B S WG WS WS W W WA W P BRSO B AW AU W M -

Assam 1.37 . 3,19

Bihar 0,807 e 2,38
Madhya Pradgsh;ffgf1;§2¢”fi 3,07
Orissa - - -1 8,75 2,27
Uttar Pradesh  2.10 4.43 -
West Bengal 3,18 . ... 4.80

tax. . of total tax . cent of state

domastic
product

0.15
0,11~
0,18
0,09 v
0,230

T 0,25 LT

o
T

. > e g
6 L@ . . T Aol - - —

Source: Sam¢ as for Table IL1.

D T D < - S~ o S
S .
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" 'TABLE II.6

Occupancy Ratios of Cinema Houses Located in Cities of Difﬁerent‘Pogglation

Groups and by Admission Rates in Bihar

(1975-176)

Population groups Admission Seating Seats Total tax Actual Seats Tax paid
rates - capacity - occupied payable tax - occupied as a per

: (in (in (in Rs, paid as per cent of

(Rupees) thousands) thousands) thousard) (in Rse cent of tax
‘ thousand) seating payable
capacity’

1. Above 1 lakh 1.75 . 7088 2569 14053 5024 36.25 ‘ 35,75

1.00 - 1,74 19070 6131 27702 7917 32,15 28,58

1.00 : 8422 4237 6601 2695 50,30 ° 40,83

Sub-total- 34580 . 12837 48356 156 36 37.41 32,33

2, 50,000 to 1435 11044 306 1 19316 4291 27,72 22,21

: 1 lakh 0.75 = 1,34 298173 6 700 30623 6830 22,43 22,30 -

0.75 1296 4 3194 7557 1905 24,64 25,20

 Sub-total 53881 12955 _ 57496 13026 24,04 22,66

3. Below 50,000 1.00 8847 1477 11982 12024 16 . 70 16.89

- 0,75 - 0,99 6082 1033 5393 880 16 .99 -16 .32

0.7 3849 . 944 . 527 . 25,84 24,39
Sub- total 187178 .34_%ﬁ Z%E%% 3431 18,.39 16,71 .

Rll cities 1.00 64264 17074 193927 23759 26,57 25,30

1.00 42975 - 12323 3246 4 8334 28.67 26.49

All classes 107239 29397 126391 32093 27,41 25,39

Source: Government of Bihar, Commercial Taxes Department, Patna,

Note: The data relate to 153 cinema houses for which information coa}d be collected,

3

\E .

),,

N “ -

L4



TABLE 11,7

Occupancy Ratios of Cinema Houses Located in Cities of Different Population

Groups and by Admission Rates in Bihar

(1979-80)
Population groups Admission Seating = - Seats Total tax. Actual - Seats = Tax paid
rates capacity DCCUpled payable tax occupied -as a per
in, - - {in - (in Rse -paid ‘as per cent of
. . thousands) thousands) thousand) (1n Rse cent of = tax
(Rupees) : L SR thousand) .seating .. payable
\ T ‘capacity L
1. Above. 1. lakh 1,75 9110 3823 49461 . 8132 41,9 “41,78
- o 1,00 =" 1.74 11008 5168 ' 15180 17009 46,95 . 46,17
N <1.00 - - 3826 2038 3193 1685 53.28  .52,75
e Sub-taotal 23944 11029 37834 16825 46,06 .. 44,47
2. 50,000, to 221,38 14338 2192 27369 . 3687 _15.29 713,47
© 1 1akh 0.75 = 1.34 28335 5528 32606 16400 - t19,51 . 19.60
. <0675 ' 8891 2305 5938 .. 1490 725,92 ..725,09
o Sub-total 51563 10024 65913 - 11577 219044 17,56
3. Below 50,000 <1.00.. 11295 1529 - 1626 1 1777 T13.54 . - 10.93
- 0.75 = 0.99 4870 739 4401 - 592- 15.17 13446
€0, /5 4041 829 2703 - 569 20.52;  ° 21.05
e Sub-total; 20206 3097 23365 2938 15.33 . 12,57
4, A1l cities -1,00. 64735 . 16548 10226 4 25081 . 25,56 . 24,53
SR - <1.00— 30979 . 7603 24848 - 6259 24,54 25,19
All classes. 95714 - 24151 127192 37340 25,215

L2461

Sauroe.
Note ¢

N\

The data relate

?

Gouernment oF Blhar, Commerc1al Taxes Department, Patna.

to 141 cinema houses For Uthh the 1nformat10n ‘could ‘be obtalnad.
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TABLE 11,8

Capacity and Occupancy of Cinema Houses in Different Groups of Cities in Bihar

~
A

- | - _(Percentages)
. o « . 1975~ 76 ' . o ) 19 79~ 80
p lat A e e i -
cputation groups dmission .Seating Seats Tax pay=- Tax Seating Seats Tax pay=- Tax
v rates . . 2 . . T

(Rupees) ~capacity occupied able if actually capacity occupied able if actua%l;

all seats paid , all seats paid

B are : ’ ’ ) are
- occupied o , : ‘ occupied

1. Above 1 lakh  >1.75 " 6.61 8.74 .  11.21 _ 15.65  g9.52 15.83  15.31 - 26,00
1.00 = 1.74 -17: 76 20,86 22,09 " 24,67 11.50 1 21.40 . 11.94 - 22,41

< 0,99 7,85 14,41 5.26 - B.40 4,00 - 8,44 2,51 - - 54,38

_ . Sub-total = 32,24 44,01 38.56 . 48,72 25,02 45,67 29,7 53,79.

2. 50,000 to 51,35 10.30 10,41 15,40 13.37 14,98 9.07 21,53 11.78°
1 lakh 0.75 - 1.34 27,86 22,79 24,28 21,28 29,60 22,89 25,66 20,46

<0.,74 12.09 10.87 6,03 5.93 9,29 - 9,54 4,67 4,7

_ Sub-total : = 50,25 44,07 45,86 40,86 53,87 41,50 . 51.86 - 37.0°

3. Less than - 721.00 N 8.25 5.02 9,56 6,32 11.80 6.33 12,79 - .. 5.6¢
50,000 0.75 - 0,99 - 5.67 3,52 4,30 2,74 - 5,09 ‘ 3.06 3,46 1,89

<{0.74 3,59 3,38 16 72 1.6 4 4422 3444 . - 2313 1.82

, Sub-total 17.51 11.92 15,58 10,70 21,11 - 12,83 18,38 9.39

4, R1ll cities All classes 100.00 100.00 100.00 100,00 100,00 100,00 . 100,00 100.00

Sources? "Tables 11,6 and II1,7,
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TABLE 11.9
“ . L )

T ————

e

Houses Located in Different Distriwts of¥Bihsr

. Occupancy Ratios in Cinema
s - 197576 ~ —
istrict . Number of Seating Seats Tax payable Tax Seats Tax paid
. cinema capacity occupied- - if all . actually occupied as pro-
houses’ SRR = seatsg 8re paid . as a pro- portion
covered .occupied S e portion - - of tax -
; W of, - payable if
s rapacity all seats
, - T ars
i . ST o filled
‘ " (Rupees) (Rupees) . ~ (Per cent) (Per ‘cent
| 1. Patna  ~ 14 13171102 6127730 19330514.60 7865880, 49 46 .52 40069
2., Nalanda ;0 o FEUER: . 0 0 0 0.
-3. Gaya . ¢ 9 . 7769191 - 11848643 8740028.95 1922651.99 23,79 22,00
- 4, Nawadah | -0 .0 0. R PO o SEREL .9
- 5, Au;angabéd o 0 SR 0 0. B s - 0 A ~LQ'
6. Bhojpur ) 2 2454306 -227043 19946 38,50 187773.41 9,25 ©9.41
7. Rohtas - 4 2294916 ‘903680 2611025, 70 956883, 10 . 39.38 36,65
8. Saran 4 1677097 ' 436598 1211115,10 ~ 382858,15 . - 26,03 - 31.61
9., Sivan 0 0 0 0 S o . o
0. Gopalganj 4 2252191 © 305992 2362605, 50 284886 .50 13,59 12.,0¢
i7. Champaran_(E) 0 . 0 .0 . 0 | o . 0 -9
12, Champaran (W) 8 4527261 -~ 665929  4418941,70 489921,72 . 14,71 " 11.0
13, Muzaffarpur 11 9389681 1499894  11392051.50 ..  1428004.70 15,97 12,5
14, Vaishali 2 1673734 422057 1808052,10 437514,55 7 25,22 . . 24,2
15, Sitamarhi 4 2925400 586655 - 2915347.80 551319.93 20,05 18.f
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TABLE 11,9 (Contd...)

1975~ 76

istrictv Number of Seating Seats ~ Tax payable Tax Seats Tax paid
cinema capacity occupied if all actually occupied as ,a propot
houses ‘ ' seats are paid ‘as a pro- tion of
covered occupied portion . tax payable
o of if all
capacity seats are
’ - . filled
_ (Rupees) . (Rupees) - (Per cent) (Per cent)
. Darbhanga 3 1909956 399026 2205199.00 452576:20 20,89 20,52
/e Samastipur -0 0 0 0 0 0 0
B. Madhubani 3 1985965 445247 . 1911343,.80 343322,.04 22,42 17.96
9, Begusarai 0 o 0 9 0 0 0
0. .Monghyr 14 . 6486251 712387 5958309.94 656314,92 10.98 11.02
1.. Bhagalpur. 9 ‘ 56 14039 892370 7065105.75. .999287.30" 15.90 14,14
2. Santhal Parganas 10 +~4952001 818314 .o  3515358,91 54125840 16 .52 15,40
3, Saharsa 2 438233 28886 387794.,50 .- 24233,70 6.59 6425
4, Purnea - 4 1769704 485263 191956 7,21 ' 483392,27 27,42 25.18
‘5. Kathihar 4 3405658 1392455 3596562,90 1304059,65 40,89 - 36.26
6, Hazaribagh 7 5579316 15452 40 6310811.80 -1539381,.,22 27,70 " 24,39
7. Giridh 0 .0 0 ) 0 0 0. 0
8, Dhanbad 16 15565147 4503737 '20835147,45  5210011.99 28,93 25,01
0. Ranchi 2 ~- 184762 41565 92265.50 . 17652.78  22.50 19,13
3. Palamu 3 1843588 436539  2147510.,92 5046 46 , 00 23,14 23,50
1. Singhbhum 14 9369890 4681521 12661451,93 5508873,22" 49,96 43,51
TOTAL 153 107239385 29396771 27.41 25.59

_ =135 -
TARIF TT 0 lrantde.e)

125390751:_3_6 32092704.23

— s
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TABLE 11,9 (Contd...) .

. ' o v » N \ - .

3

t

‘ . 1979-80
:District Number of Seating Seats Tax payabla Tax Seats Tax paic
: cinema capacity occupied if all ‘ actually “occupied - as prope
houses . seats are paid . . as a pro= tion of
covered cccupied portion of tax pay
: . Capacityl\ if all
f ... .seats
| o o filled
(Rupees) (Rupees) (Per cent) (Per cer
19, Begusarai 0 0 0 i} | 0 | ' 0 0
 20. Monghyr 12 5444124 839474 -~  5929983.23 983157.98 - 15,42 16.58
.21, Bhagalpur 3 1323305 156327 ... . 1598764,25 | 178939,65 .- 11.81 - 11.19
22, Santhal Parganas 13 5906 797 891877 -  5072453.02 . 787230.16 ¢ 15,10 . 15,52
“ 23, Saharsa ‘ 1 325974 13221 " 3118351.00 14262.55 4,06 - 4,48
24, Purnea‘ 4 2808625 407198 1 3054212.04 439247, 79 14,50 14,38
25, Kathihar 3 2744883 925975 = . 3625471.55 .  1017925,50 33,73 - 28,0
- 26, Hazaribagh - 9 - 7€71522 1626883 9600444.,85 1546893,15 21,49 - 16 .11
27, Giridh 0 .o o GO0 o, 0 ‘0.
'28, Dhanbad .15, ©12771170 2928374 19983199,57. . . 3557334.01 22,93 . 17.80
29, Ranchi 4 12226 44 131691 1423848,00 138777.30 10. 77'42"?;,79.75
30, Palamu 2 1472310 250687 2178581.10 304639.10 17,03 7 13.98
31, Singhbhum 13 ‘9060891 3913648 . . 14687445,99 6110913.21 .- 43419 © 41,61
TOTAL 141 ..95713499 24150439}' 127112353.00 31276456,00 725,21 . . . 24.61
'Sourcéi. GQVGrnment of Blhar; Commercial Taxes Department Patna._ - ,
Nete: The data relate to 153 cinema houses in 1975-76 and 141 cinema houses i? 1979—80.



TABLE II1.10

Frequency Distribution of Cinema Houses According io Occupanecy Ratio and Clags of Cities in Bihay
| S (1975- 76 and 1979-80§ _ _

~

1975~ 76 v 1979-80
Occupancy Number of theatres in class of cities : Number of theatres in class of cities
percentagg 51 AZ . AS Total Per cent o 'A1 . Az" v AS Total Per cen
. of total ' ‘ : S of tota
0- 10 2 21 16 39 25,5- 2 25 26 53 37,6
10 - 20 '8 20 11 39 25.5 2 27 o7 36 25,5
20 - 30 6 24 8 38 24.8 2 13 5 20 - 14,2
30 - 40 2 8 1. 1M 7.2 4 3 4 1 7.8
40 - 50 3 2 22 7 4,5 o 5 1 9 6.4
50 - 60 5 4 0 9 5.9 5 0 0 5 3.5
60 - 170 5 1 6 3.9 6 - 0 0 6 C 4,7
70 - 80 1 1 2 1.3 0 1 .0 R O’
80 - 90 0 1 1 0.7 0 0 0 0 T 0
90 - 100 1 0 o 1 0.7 0 o 0 0 -0
33 82 38 153 100.0 24 74 43 141 100.

Total

Source: Government of Bihar, Commercial Taxes Departmen t, Patna, .

Note: A

Cities having population of 1 lakh and above.

Towns having population betueen 50,000 and 1 lakh,’

N, -

A, = Towns having population less than 50,000,

[#
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TABLE  II.11

o
15 |
c
'—J
oot
'_l
o
3
l—l

W R S RIS W R W AN UM T TR P oGS W M W e W e

ent Cinema Halls per Lakh of

. —.

in Different States in 1975-76

Name_af State Population Number - ~ Number of
: : (in lakhs ) of - per- . ‘permanent
‘manent . “cinema halls/
cinema ~ lakh of

e e e halls - >populatipn
Andhra Pradesh 447 650 1437
Assam 170 128 T 0475
Bihar 608 216 0.36
Gujarat 298 243  0.82
Haryanaf 112 100 0.89
Karnataka 320 326 102
Kerala = 236 205 0.87
Madhya Pradesh 472 407 0.86
Maharashtra 555 . 559 | 1e01
Orissa 244 400 0.41
Punjab 150 145 ' 0.97
Rajasthan 284% 180% 0.63
Tamil Nadu 449 . 654 146
Uttar Pradesh 951 502 0.74
West Bengal 490 446

15.

Source: Government of Uttar Pradesh (1980)

0.71

e e LB - e ‘mc e W e -

Inquiry Committee.

* Relates to 1974-75,

-

Report

-

f the Taxation

- - -
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TABLE' 1712

'lElqd@ng Standard for Gettlng,Llcence Por Neu Clnema .

Houses 1n Blhar

-

- - - - - -

" In towns with . In towns with

population ‘population of
less than. . 50,000. and
e e e e " . 50,000 _ above
1« Size fgquirementsﬁoﬁrplbts
(1) Existing build-up area ' _
(a) minimum yidth R 20 metres . . 30 metres
(b) width of %he street 15 metres . 10 metres
, in front of which S R T
- the cinema house. could
be situated
(ii) Nbuly deve lopcd area’ o
(a) minimum width wji-ﬁig5;j‘f301mgﬁféé_i7"}J"4S metres
(b) width of the street: 20 metres ... | 30 metres
in front of which: ' o
the cinema house"
uould be situated
2+ Minimum set back From the
property line
(1) front : | fii L 9'metfe$ Co ‘g-metfes
(ii) side , ...+ ' 4 metres 6 .metres
(iii) rear v B -4 metres . _B8-metres
3e Parking spacg * o :
(1) cars - _— 2 per: cent of 3e3
‘ o - the number
. IR of seats '
(ii) scooters/motor cycles 8 1040
(iii) bicycles - 20 LI 25

- - —

*¥ Parking space.for each car, scooter and bicycle shall not be
- less 'than 20 sqgemetres, 3 sqemetres and 1.4 sq. metres,
respectively. ' :

Sourge ¢ Government of Bihar, Commercial Taxes Depaftmeht} Patna,
3o o
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TABLE II.13

‘Rate Structure of Entertainment Tax, Cinema Show Tax and Betting Tax in Major States

1

-

Particulars'f'

Uttar PradeShv

‘Karnataka

Orissa Himachal Pradesh

Entertainment Tax

(a) Cinematograph
N exhibitions

®) . Cinema show

Ctax

{c) Betting tax

100 ner cent on admission
rate (without tax) plus
surcharge of twenty five
paise on payment for
admission where the rate
. of sich payment does not
exceed Rs 1, and fifty
paise when the admission
rate exceeds one rupee

Levied by corporations
ard municipalities

10 per cent § a surcharge
of 10 paise on each pay-
ment for admission

Upto 50 paise-20 per
cent between 50 paise
to Rs 1.50-25 per cent
‘between Rs 1.50 to Rs
3.00 - 30 per cent,

In addition to these
basic rates a sur-
charge at 100 per cent of
the entertaimment tax §&
an additional tax from
10 to 40 paise is also
charged.

Cinema show tax
ranging from:
Rs 4 to Rs 20
per show is
charged

Betting tax .7% per
cent to 15 per cent
totalisator tax 10
to 15 per cent

S L3

75 per cent of the
‘value of admission
ticket is levied.

Upto Rs 1,00-40
per cent 3.00-
Re.1.00 to 60
per cent, More!
than Rs 3.00-70 per
cent. A sursharge
of 10 to 15 paise
is also levied.
25 per cent of the
tax is levied as an
additional tax in
specified local area.
Cinema show tax rang-
ing from Rs 5 to Rs
10 per show is charged.

Cinema show tax

is levied at the
"rate of Rs 1 to
Rs *3 per show per
hundred seats
occupied according
to categories of
towns.

No betting tax is
applicable

 Nil
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Rate Structure of Entertainment and Betting Tax in Major States

agrticulars

Tamil Nadu

Rajasthan

.Aséam B

“Kerala

Bihar

‘ntartaimment tax

1) Cinematograpu
exhibitions

Cinema .
show tax

Uj to 30 paise-25 per

.cent; from 30 paise

uy to Rs 1,50-33.3 per
cent; and for more

than Rs 1.50-40 per
cent. An additional
surcharge is imposed as
follows: upto 25 paise -
S(paise; 25 paise to :
Re 1.00 - 10 paise;

Re 1,00 to Rs 2.00

30 paise; Rs 2,00 to

Rs 3.00 - 40 paise; and
for more than Rs 3.00 -
50. palse. - .

Rang1ng from Rs 2.00

to Rs 5.00 per show,
Besides, in the city’
of Madras an addition--
a2l show tax for air-
conditioned theatre of
Rs 27.50 and for

cthers Rs 17.50 per
show 1% levied. An
gdditional surcharge

gf-RS'17;EQ nay. show S
~is levied in “Madurai..
Tn notified munici-

frlities thesor=

~ charge i3 Rs 10 »eor

show; in other nuni-

.c13a11t10,, it is

s 7.50 n ¢ 3w and

LR

P e b

Upto Rs 1-60.paise;
more than Re 1

100 per cent

Ve

" * For seats not

exceeding 300
Re 1 per. 100

or part thereof.
per show and for .
seats exceeding .

300, for the. "

f1rst 300 seats

as abové and Rs' 2

per show for every
-additional 100.. . ...

seats or part
thereof.

tax should not

exceed Rs 10, Rs 6,
‘Rs 3, angd Rs 2 in
towns where the

‘But- the
naxinum amount of

Upto Re 1 40 per
cent; from Re 1 to
Rs 2-80 per cent;
for more than Rs 2

100 per cent’

A show tax is

levied per
show at the -
rate of 10

per cent of =

the total
value of
tickets sold

- net of enter-

taimment tax-

- payable or
Rs 10, which-'"
ever is less.

Local authorities

are empowered to

levy the tax at -

the rate not less -
than 15 per cent

and not more than

30 per cent on

‘each price of -

admission of
entertainment.

An additional

surcharge also is

levied at the rate

of 60 per cent

of the entertainment -tax.

Municipalities and
Panchayats levy a
show tax of Rs 2
and Re 1, respec-
tively, for cinema
and Rs 5 and Rs 3
respectively, for
other shows. )

110 per cent
of the admi-
ssion fee

A show tax is
levied at the
rate of Rs 1C
ver show in P
Ranchi, Dhant
Jharia, Jamskh
and Jugsalai
the rate of F
in all other



TABLE 1II.13

tax .’

bettirg tax
»anges from 20
to 10 per cent;
the maximum rate

- is- 25 per cent

-~ of every sum

"/ paid into the

““‘totalisator or on every.
“sum liable to betting
‘tax. Surcharge of - -
.5 per cent is levied

on all betting and
totalisator taxes

A ( Contd, )
' nRate Structure of Entertainment and Betting Tax in Major gtates |
In other places it where the popula-
: is Rs 5.00 per show N tion is above
1 lakh, between
- 0.5 and 1 lakh,
- between 15,000 )
15 and 50,000 and
in other places,
respectively
(c) Betting . eef fective Nil Nl Nil Nil

+ Undar additional ertertaimment tax- -

Source (1) Memorandum submltted by various State governments
to the Seventh Finance. CommlSSlon
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TABLE

™3

g

I1.14

Revision of Admission Fee and Tax Rates of Cinema Houses in Patna City

‘(In Ruvees)

Class From 1960 to 1963 From 1963 to 1973 From 1973 to 1975 From 1975
< (Entertainment tax {Entertainment tax (Entertainment tax (Entertainment tax 110
''''''' ‘_50 per cent) 75 per qent) 100 per cent) per-cent) ,

Admi Enter- Gross Admi- Enter- Gross Admi- Enter- Gross - Admiss- Enter+‘- Gross

ssion tain- admi- ssion tain- admi- ssion tain- admi - ion tain- admi -

fee ment ssion fee ment ssion fee ment ssion fee ment ssion

. tax rates tax rates tax rates - tax rates

Q) . @ 3 4) (5) (6) €] ®. - (10) (11) (2 - (3)
R/S 2.00 1,00 3.00 2,00 1.50 3.50 2.10 2.10 4,20 2.15 2.15 - 4.55
Balccny 1.50 0.75 2.25 1.60 1.20 2.80 1,75 1.95 3.70 1,95 2.15 : 4.10
First class 1.00 0.50 1.50 1,00 0.75 3.75 1.10 1.10 2.20 1.20 1.35 = 2.55

Second class 0.50 0.25 0.75 0.60  0.45 1,05 0.80 0.90 1.70 0.80 0.90 |

1.70

Source: Memorandum submitted by the East India Motion Pictures Association
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TABLE II1.15

i

1 . i

A A - - -
A i

i
— . . W W e ———— . v -

Parcentage

Class of admission @ Parcentage in- | Parcantage %né

- creasa in- ' crease in: increasa in

admission. fee antertainment . gross admi-

, : tax . | 7 . ssion.chargas
Rear Stall ‘ 7.5 " 140 52,7
Balcony 30.0 187 . 82.2
First Cliss | 20.0° L1700 ¢ 7000
Second Clcss 60.0. - 260 ‘ 1267 .-

y Source: Table II.14.
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TABLE II.16

Distribution of the Cinama Hells Paying Composition
e |
 Divisions o Number of cinema halls in Total

——-Places haeving population
More than 50,000 to Less than

1 lakh 1. lakh 50,000
1. Patna 1 6 1 .8
2. Gaya 2 1 - 3
3. Bhagalpur 9 7 3 '19
4. Dharbaiga 2 3 2 7
5. Ranchi - - . - .4 3 -7
6+ Jamshedpur - 1. ~ 1
7. Dhanbad - 3 2 5
8. Tirhut 9 : N 3 23
9, Purnea ' 2 : : 12 - 14
Total of all divisions 25 | 48 . . 15 . 87

t

DU RSN Ay e ) TTE My gy cwnad P W W~ T A WS R WA T8, [ - - g

Source : Government of Bihar, Commercial Taxes Department.
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TABLE

I1T.1

Rate of Composition Fee Payable by Diﬁﬁprent_!gh;gigg-
(Notif ication dated 31st March 1980, $.0.375)

Descript ion of vehicles

Rate of composition
fee par month

ER

Vehicles, the permits in respect
of which have been granted by a

regional or State Transport
Authority of this State

Trugks =

a) For a period upto five years
from lst January following
the date of registration of

the vehicle under Motor

Vehicles Act as recorded in

~the certificate of regis-

Rs. 350 DO

tration
b) For a period of subsequent

five years Rs. 275.00
c) For the subsegquent period - Rs. 200. .00
a) Public Service Bus/Mini Bus  Total number of seats

b) Buses/Mini Busss of Bihar-

State Road Transport
Corporation

multiplied by total kilo-
meters to be carried in

a day as per permit will
be ths amount of fixed
fee in. rupees in lieu

of tax per annum for a
particular vehicle

Contract carriages (Buses and
Mini Buses) registered in this

State .

Rse 300.00

Cont'd----
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TABLE TII.1.i(Cont'd)

il' Descripgion of vehic;ps Rate of composition
o e . S ... fes par month
be Taxls (1nclud1ng tempoes used ‘
... as taxis having sitting capacity S ’
. of four or more than four’ passengers) ‘ Rs. 80 00
5. . Auto-Rickshay, (includlng tempos used o
*, as Baby Taxls) g gg; L * Rse 30,00
6. Vehicles reglstered in other States:: | .
but operating -inside Bihar on the
basis of temporary permlts granted - ’
by the State of origin?
C
Fo. a mriod of 15 days For a period . For a period
o or less excludlng 15 days more than a
, ' and upto one month . month
(1) (2) (3)
Rse CBser
(a) Trucks 175 350  Rs. 350 per month
' _ _ . or part thersof
(b) Taxis and tempos 80 100 | Rse 100 psr month
. with capacity four or part thereof
OT more passengers . o v , &
(c) Contract carriages 150 ~~.300 . ¢ Rs. 300 per month
: includlng Mini Busesi" :? .+ or part

thereof

NeBoeo Thls notlflcatlon shall remaln affectlve from

1st April 1980.

Source : Bihar Gazette gegtra ordlnarz 285 ), dated 31st Narch 19&‘
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TABLE III.2

Passencers and Goods Tax as a Proportion of Total Tax Revenue

in Bihar and the Neighbouring States

(in per cent)

— -

- -

‘Yearé' | Bihar Assam ' Madhya Driésa ~Uttar
- : Pradesh ‘ Pradesh

T 1y (2) GV )y (8)
196 5-66 2.07 2402 . 6454  0.61 449
1966-67 2449 . 1495 | 6445  0.66  5.39
196768 2431 2411 . 5459 0.05 5412
1968-69 1421 1476 7 5.86 0403 . 5432
1969-70 2415 " 2,49 5473 1.23  © . 5450
1970=71 234 1463 | 6.04 . 2.58  _ 5473
197172 12438 0.80 6410 2.80 6435
1972=73 3,05 '1.19 7413 2448 488
1973=74 2499 1461 7414 2482 ' 5.86
197475 12470 .37 6423 2491 5.17
1975-76 2022 1457 5.83 2487 . 5.9
1976=77 3411 1.88 10445 2.7  5.80

1977-78 2417 1455 110.93 2.94  5.48

C——— . S e S e
. .

Source ¢  1e Government of Bihar, Commercial Taxes
Department :

2. State Budgets of Different State governments.



- 151 =

TRABLE I1I.3

Per Capita Passengers and Goods Tax in Bihar

and _the Neighbouring States .
(in RS- )

(SR NCE R

Year- - Bihar ~ ~  Assam  Madhya  Orissa  Uttar
o nhod e Pradesh L Pradesh
L) T (2) c(3) e (5)
1965-66  0.22 0429  0.86 . : 0.06 - 0,53
1966-67 0426 0,32 - 0.91  0.07  0.67
1967-68 ' 0028 . 0,37  0.91 " 0401 . 0.7
196869 ! 0.6 . ' 0.28 .08 oA .. 0.83
1969-70 ' 0430 ' 0448 1412 . 0416 . 0489
1970-71 ' 0.33. ° ° 0431 1425 ' 0439 0.99
1971=72 7 0436 ' 0417 1435 10043 1410
1972=73 ' 0455 7 0423 1480 . 0443 0.95
1973=74 ! 0458 0433 2403 0.51 1.42
1974=75 ' D.64 = D436 2433 0.61 1.50
1975-76 ! 0.67 ' 0.54 . 2.86 10.80 2443
1976=77  ° 1.03 " 0.67 5.25 ' 0.88 L 2eM
1977=78  © 0.73 0467 5477 0,97 2.60

Note ¢ n = negligible

Squrcg ¢ 1 Same as for III.2



- 152 -
TABLE III.4

‘Buesyancy and Elasticit?‘of Passengers and Goods Tax in Bihar and the

Neighbouring States
(1968-69 to 1977-78)

States . Buoyancy E-vdlue R2 Elesticity £ -valye | R2
coefficient ‘ ‘ coefficient :

Bihar . 1.668 6.846 0.854  0.836 © 3.207 . 0.562
Assam 1.189 36213 0.563 1189 | 3213 . D0.563
Madhya Pradesh 1852 = - 64889 0.856 14792 632 . . 0.846
Orissa 4e426 - 24626 0.463 2.848 C 3.001 0.530
Uttar Pradesh 1.550 7.026 . 0.864 14106  6.678  0.848
West Bongal 2.583 5.618  0.798 . 2.583 5.618 ° ° 0.798

Source ¢ Budget documents of the State governmentse

krst
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TABLE . 1I1.5

Growth of Passengers and Goede Tax - Automatlc

and Discretlonary Components (1968-69 to
) 1977-78 .

R S " (in Rupses lakh)

Total increase Increase 1n: Increase in

State " " in the yield the:yield dua the yield

‘from 1968-69 . to expan81on due to dis-
- to. 1977-78 of base ,i;cretionery
R . ; _Q: changes
1+ Bihar .. 3233 0 1783.52_ 1449.48
: , -+ (1o0)  (D.55)  (0.45)
2. fss.m . 699 - - g9 i - g
S : -« {100)° . (100) . (o)
3. Madhya Pradesh 11477 . . 11054478 373457
' © (100) = . (0.97) ~ (0.03)
4e Drlssa1/ 0 1244.67 139.81 1104486
‘ - . (00) . (0.11) (0.89)
5. Uttar Pradesh ”_f%iaaggf 11900479 2598422
» ot (100) '~ (o.82) . (0.18)
6. West Bengal 1;517 S qamy 0
. (1 . (100) - (0)
NeBo ™ ¢ Flgures in parentheses 1ndlcate the percentage

of total 1ncreese.

K i N

1/ 0nly<passengers tax; geeds”téx is.not laviede
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TABLE III.6

- 154 =

Yield of Passenqgers and Goods Tax in

Different States (1977~78)

- e o

"State Per capita Per cent Per cent Tax per
passengers of total = of State vehicle
and goods t ax domestic (trucks and
. ;'. 3 mahgtl., - product ?uses)1§75-76
(1) (2) (3) (4)
1+ Assam 0467 1455 0.074 0.063
2. Bihar 0e73 2617 0.099 0.020
3. Gujarat 783 7451 04553 0.075
4 Haryona 16 424 1271 0.990 0.290
5. Madhya Pradash 577 10493 0.638 0.061
6e¢ Maharashtra 536 440 0336 0.040
7. Orissal/ 0.97 2494 0.121 0.063
8+ Punjab 12420 8.05 0627 0.110
9. Rajasthan 3476 6457 0.392 0.052
10. Uttar Pradesh 2460 5.48 0.281 0.066
11+ West Bengal 44 7416 0,372 0.054

-

Notes ¢ 1/ Only passengers tax; goods tax is not levied.

2/ Passengers and goods tax in the form levy under
Calcutta Improvement Act 1911 and Hourah Bridgs

Howrahe

Patna-

"Act 1926 for the improvement of Calcutta and

Source $1+.Government of Bihar, Commercial Taxes Department,‘

2.Government of Bihar, Transport Department, Patna.
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TABLE III1.7

tes bf Passengers and Goods Tax in Different States

PR AR =

v

(1978)
(percentages)
A o Rates of passénger N Rates of goods

State.f tax , ‘ t ax
RAssam _“ ' 10‘ . ‘ 10
Bihar ' 25 - 20
Gujarat | 25 3
AHaryana L 60 50
Madhye Pradesh . 25% 10
Naharashtra s 17 5% 445
Orissa . . 15 : -
Punjab = - . 35 ; 35
Rajasthan - » 30 . o 30
Uttar Pradesh 16 _ - 10

* inclusive of the fare

Source ¢ Memorandum submitted by the State governments
to the Seventh Finance Commission.
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TABLE . 1II1.8

Compounding Rate per Year in Bihar and the Neighbouring -
States

s m—1p . mm-

Te Bihar

Number of seats as per permit x
total kilometre to be covered
in a day as permit

2+ Madhya Pradesh :
Composition fee payable in ¢ R (F x T) x 365 x 65 (minimum)
a year , 100

Rate of tax

F = Total amount of fars
-inclusive of tax for
the full complement
of passengers on the
entire route for
single one way trips

T = number of trips per=-
mitted on the route
per day

where R

3+ Orissa - C

!

185 x number of seats as per

i) ordinary stage i
permit(s) x total kilometre to

carriage
' be covered in a day as per
permit (D)
ii) express stage .
carriage ¢ 2.05 x 5 xD

2.60 x 3 x D
FxTxR

where F = Fare for the full
complement of passengers on the
entire route of single one uay
trips; T « number of one way
trips during the period and

R = Rate of tax : A complement
of passengers is determined at
75 per cent occupancy ratio.

iii) Deluxe carriage
4. Uttar Pradesh

-

Source? ’1. Government of Bihar, Commercial Toxes Department, Patna.

2. Memoranda submitted to the Seventh Finance Commission
by the State governments.
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TABLE III.9

: . be t‘ ,
R l. - P '
A Comparative Study of Taxes to/Paid and the bsition Fee
Payable by Buses, Trucks and Autorth_
’ ) i

’ . - . |
R §

‘Total no. of

o _ . v—
Tax payable Total no. of

Total no. of

Year Total tax. Compos. ,Tax payable Composition
goods vehi-  payable accordin% buses and fee pay 3 acco rding autoricksh- fee payable-/
Ccles taxes at compo- .to rates_/ mini buses® by busad to the tax aws, tempos -
: ~ unded : -t mini by ratekl and scooters
" (Rs lakh) (Rs Lakh) (Rs la} - . .(Rs lakh)
(n (2) RS R T € B R € 1 B ¢ - (8)
— L. . U e e . - — _— - ‘% V -
1975-76 16214 309 ¢} gggf.4 4370 296. ¢ ' 550 6 v ’ 44212_  25.53
’ e S e e . S e ‘ e '." T ¢ V
1976-77 17835 Lo ‘f‘lﬁf-D'ﬂ” " 4280.4 . 5096 64241 - 642 L 5436 32.29
. i o
1977-178 121184 508.4 5084.2 6728 8471 841.1 5895 38.80
1978-79 2549-2) o 611.7 6117.1 7991 3'75r9 “L007.6 6534 42,36
» ' . : ‘ Db
Note: 1. Gomposition fee payable for trucks is taken as Rs 200 péréh per vehicle (Rs 2400 per truck per year)

2.. Tax payable for trucks at the existing rates - Assuming] trelght charges of Rs 3/ km.(inclusive
of tax) for a 10-ton payload vehicle covering 4000 km.a .m, tax payable at 20 per cent of the

freight; the taex component is Rs 0.50 per km. run bY the :le,
4000 x 12 = Rs 24000 per vehicle per year. t

Thus the tax payable is Rs 0.5 X



omposition fee payadble for
covers 100 kms and that the.
ronth per vehicle.

Tax payable for buses accord
distance covered is assumed
Tax component is (Rs 1.0 per

Autorickshews pay a compos:Lt:i
per month,

Computed on the besis__of the

.2 day (47 x 100)

90 per cent of 4V is 42,

- 150 -

TABLE III.9 (Notes Contd.)

rates is calculated by assuming 90 per cent capacity. Average

Yseat x number of seats gccupied x number of working days).

-

sed compounding formula: no. of seats x total km. covered in .

No composition fee for these

years; hence, the tax at actual rates‘_is taken.

is 26 ‘paisa per kllometer. Assumlng that each bus on an average
300 working days, the fee works out to (0.26 x 300 x 100) Rs 7800
per bus per year (assuming apcity of 4¥) composition fee payable for mlni-buses is Rs 125 per

100 km.in & day and the number of working days in a year as 300.

fee of Rs 30 per vehicle per month and cabs pay Rs 80 per vehicle

- 159 -
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TABLE III, 10

Qmparison of Tax to be Paid at Existing Rates, Composition
Fee Payable and Actual Tax Accruing to the State

»Year Total compositio;a Composition Tax payable Actual Amount Difference D?!fference Extent of

; fee payable for fee payable at statutory tax Evaded between tax between tax evasion
Buses, Trucks, (Buses, rates (buses vyield (1)-(4) paid by the paid by the (5/1)
Autorickshaws Trucks) and trucks) : people and people and (Percent)

and Taxicabs received by the tax

< ' the govern- payable by
ment the trans-
N . . porters
(1) (2 (3) () (5 (&) (n (8)
, .
1975-76 711.4&‘/ 685.9 4442.0 413.0 298, 43 4029.0 3756.1 41.9 .
1976-77  1102.4, 1070.1 4922.5 648.0 454.4 4274.5 3852.4 41.2
1977-78 1394,3 1355.5 5931.9 468.0 887. 4 5463.9 - 4576.4 63.6 .

1978-79 - 1030.0 987.60 7124.7 . 670.0 360.00  6454.7 6138.10  35.0

Note: *For the year 1976-77 and 1977-78 there was no composition fee; hence tax
paid at statutory rates has been taken for buses and mini buses,
. . I
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TABLE  Tu.q

nevanue Frqm_@{gg?{giﬁx‘qux#quPQEHQqqggﬁithal Tax

2w 2 T P e wem m > - e =

Revenuaz in Bihar and the Neighbouring States

(Percentages)

Y& ur Bihar Assam Madhya Orissa Uttar West

' Pradesh ' Pradesh Bengal

1961-62 163 0.00 3¢45 0.39 117 7.89
1962-63 1459 0.00 334 3.90 1401 761
1964-65 613 0.04 325 649 0«77 7.89
1965-66 682 031 343 4042 0.93 Te42
1968-L9 5¢47 0.69 - 375 7.98 . 0.93 8.05
1969-70 Se42 0.93 359 754 102 652
1970=71 596 0«65 365 8:40 143 Be77
1971=72: Te24 0.67 3.80 Be43 ~ 235 5.84
1973=74 653 0.78 401 - 730 - 187 6.05
1974-75 545 106 4435 "~ 684 0«76 " 4460
1975~76 4462 0+71 34283 9.83 2.78 4450
1976=77 425 0.81 3420 9.84 128 444
1977-78 352 0.74 . 327 - 1017 136 - 5.00
1973~79 6ed? 0.76 4463 1051 130 4.98

B R E A R T Ve S S W W B W LR W S B O T W W S M TR e T N ST ST ———

Source ¢ (i) Government of Bihar, Commerdial Taxes .
Department, Patna.

(ii) Budget documents of the State Governments.

KRS
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1TABLE'<IV;2
Share of Clectricity Dutx in State Dome ‘F’r-odd_‘c“
din | B_l__h_a'r_ and the Ne ighbouring Stq
(1961-62 to 1977-78)
USRS €, . L1112}
Year "Bihar  Agsam  Madhya Orissa Uttar West
: " ' Pradesh Pradesh Bengal

1961~62° -~ 0.06 0,00  ° 0e11 0.01 0,04 0.30
1963~64 0.09 0.00 . ' 0.11 0e14 ' 0.03 0633
1965-66 0420 0.01 0e15 Os14 0.0%3 0.34
1966=67 0e21 0.02 016 Oe14 0.03 0.29
1967~-€8 0419 0.03 013 . 0429 -  0.03 0.27
196869 0.20 0.02 0.16 0.22 0.03 0.34
196970 0419 0403 0.15 0621 0.03 . .0.28
1970=71 0.20 - 0.02 0416 0.27 0.05 0.28
1971-72 026 0.03 0,16 0.28 0410 0.24
197273 0.28 Q.02 -0¢18 0.25 0.10 " 0632
1973=74 D622 0,03 0.16 0.20 0.07 0427
1974=75 0619 . 0.03 0.20- 0+21 0.03 0420
1975=76 O 21 0.03 021 0639 0.16 0424
1976=77 - 020 - 0.03 0422 0449 0407 0425
1977-78 0416 004 0e10 0442 0.07 0.26

Source 3 .Same as for Table IV.1.



TABLE 1IV.3
Buoyancy and Elasticity of Electricity Duty
in Bihar and the Neighbouring States
Cotetes | buoysney | tevalus g2 Elasticity  twalus g2
coefficient ' coefficient
o T T T e T e et e ake o
Assaml/_ | | 14525 13.985,C 0.94 14357 -11;195 | 0.91
Uttar Pradesh 1689 |  _ 6-969‘ d,?e 1.352 ~ ., 64521 | '0.74
Médhya Pradesh 1328 “ éagzsev; .98 1;189 31.564 © 0.99
Orissa '2.578  7.882. _ 0.8{ - 2.217 7.047 0.77
West Bengal 0.782 | 144439  0.93 0.461 74402 0.79

~ : ’ - .

Note : 1/ 1956-67 to 1977-78

Source Budget documents of the State'gcvernments

krs
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TABLE IV,.4

- Reqression Results

- v =2
Dependent variable Taxable Percentagse Bummy 1 Bummy 2 Constant R " F -
- "~ consump- of indus- :
tion of trial and .
electri- - agricultu-
city ral consump-
tion of
electricity -
- ‘ ' : ' ) SOE : R
1. Electricity duty = 1.9934 ~0.,0396 - - ..g 0146 0.8140 . 36.0043
3 . s . 3% 6% . R .-‘v
(Gross'yield) (8.4835)°  (-0.2416) ~ S . (=4. 6910Y |
L | T kxe
2. Electricity duty 1.0927 - -0.0338 - -  .-3,0201. 0.7780 ' 29,0367
’ . %% . *
(7.6147 ©  (~0.3380) : (>2.5735)
e - : L , o ' FR¥
3. Electricity duty = 0,7082 -0.,0072 - 1.2443 . 0,4028 = -0,5896 0.9718 138,9623

f(3.520§f* (-0.1075) (8.95613 " (2.29387 (-0.3981)

Source: i) GOVBrnment OF Blhar, Commercial Taxes Department Patna._

=

ii) Government of Indla, Central Electricity Authority, Publlc Electrlclty Supply -
All India Statistics - General Reviev (yearly). .

Nota

*e

*¥%*  Significant at 99 per cent probability lsvel,
#* Significant at 95 per cent-probability level,
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TABLE . IV.5. (Cont'd)
\ v§¢ate Electricity. . . GoVernment "; Tbial Private ('ff? ‘Total ©-
Board = .. departmant __Public Sector ‘ Sector — -+ Htilitiss
Install-v Genera-. Tnstall- Genera- Install- Genera- 1Install-. Genera- ,Install-‘ Cenera-
red” . tion .  .ed tion L ed . tion ed _ tion . ed -! "‘etion
capaclty ' capacity capacity ' capacity o capaclty :j o
(M) Comkwh (M) Mkwh - (mu) - Mkuh () Mkih - (mg) & ™ Mkwh
K P & T ’ 4 . ) . ‘_ 3 < ;‘,f f
 1974=75 . 571.79 21117 15.00 6.31_ 586479 2118.02  17.34  10.16 . 604413 2128418
R (54 5 ~(57.17)  (1.43)  (0.47) (55.94) (57.34)  (1.65) (0.28) (57.59) - (57.62) .
*1975-76 589.39 .  2124.82 15.00 0.08 604439 2132.90 0.00 . 0.00 60439 213290
R 2(55 31) - (s6:96)  (1.43) (0.22) (s7. 74) (57.18) (0.00) (0.00) . (57.74) - (57474)
1976=77 . 696464  2465.56  15.00_ 12421 711.64 2477.77  0.00  0.00 - 711.64 2477.77 .-
R (60.63)  (60.06) (1.31) (0.30) (61.94)  (60.36) (0.00 (0.00) (61.94) (60.36)
1977-78 870.27 . 2578.44 20,00 11.62 890.27  2590.06 0.00 0.00 890.27 2590.06
(65.09)  (61.35) (1.50) (0.28) (66.59)  (61.63) (0.00) (0.00) (66. 61) (61.63)
Compound \ ' o » | B R | ‘ h h A
groyth
rate
(1970-71 to 3 ]
1977-783 |
per cent e e s T . ;
Pper annum T7¢10 - - 140601 8.96 3%«70 7643 10607 - - 6.03 8.73
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TABLE IV.5 (Cont'd)

Anstalled Generating Capacity and Actual Generation of Electricity in Bihar

~

- | - N -Util3i i =
- — ) e - o n i 1 ties Grang
N Selected Railuyays Total total
industries — ] - non-utilities Installe Genera
Install- Genera=- Install~ Genera=- Install- Genera- ed tion
ed tion ed tion ed tion capacity
capacity . capacity capacity :
(mu)  Mkwh o {mw) Mkwh - (M) Mkwh (my) Mkigh
1961=62 283468 © 1048417 0.00 - 0.00 283.68 1048411 638438 568.18
(44444) (40.81) (0.0n) ., (0.00) (44.44) - (40.81) - :
196 5-66 319.66 - 1069.64 0.00 " 0.00 319466 .. 1069.64 412496 1232404
: (77.47) (83.43) (0.00) (0.0n)  (77¢41) (83.43) - P
1970=71 312493 1170454 8485 ' 10408 ° = 321.78 1180.62 820.89 2553 .34
(38.12) (45.85) (1408) . .(0.39) (39.20) (46.24) S ‘
1971=72 309.48 - © 1125.88 6e42 ' 10.47 315.90 1136435 914467 2673 .34
\ (33.84) " (42412). (0.70) (0.39) (34+54) o (42.51) ,
1972-73 365440 1379441 6042 10447 371482 1389,88 1975439 .. '3444.63
(37.46) + (40.05) (0.66) (0.30) (38.12) (40.35) o
- 1973-74 405.28 154624 6434 11416 411462 1557048 1045.90. ‘¢38iq.14
» (29.84) (44.04) (0.63) . (0.32) (40.52) (44036°)  "~, - -
: - ‘ P ]
Con.t"d"po'."‘
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TABLE 1IV.5 (Cont'd)
= - ?f‘f”"“"“*”“"""'”'_ Non=-Utilities -
- TTTTTSelected i' Railuays IotaI" Er:”g
_ _industries . e __non=utilities : QLd
Trstall- "~ Genera-v T&Btall- Genera=- Install-=  -GEénera- Installed Genera-
ed tion " ed tion, ed tion . capacity tion °
capacity capaclty _ . capacity : C
(M) Mkih (M) MKWh T (M) MKklh (mg) Mkh, -
1974=75 435.06 1554422 " 9475 "91.29 444.81 }565 51' 1848.94 3693469 -
o (41.48) (42.08) (0 93) - (o. 30) (42.41) . - (42 38) S ) ’
1975-76 434.52 ' 1585.54 - 7.87 1181 442439 597,95 “;1046.78  3730.25
'w (41.51) (42.50) (0.75)  (0.32) (42.26) §42.32) St | .
1976=77 429423 1617451 8410 9.75 437433 1627426 - 1148.97 4105.03 -
(37.36) (39 40) (0.70) . (0.24) (38.06) © (39.64) e o :
1977-78 438463 1604 43 B.10 8e24 446,73 1612417 1337.00 4202.73 -
- (32.81) (38.17) (0.60). (0.20) (33.41) (38.37) S
Compound
arowth
rate
(1970-71 to
1977-73) _ e
per cent B . o o s , o
per annum “5e62 543 1490 ,‘1°55 5¢53 5¢38 5.88 Te3q5
Note : T/ Inclusive of DVC power houses lnrated in Bihar, g/ Figures with parentheses indicate parc cen agei
gra
jource 3 (i) Government of India, Central Electricity Authority, Public Electrlrlty,Supplx - nd a
. All Indi= Statistics = A General Pe\/ieg_(Yearly) . ,
;‘(ii)' Blhnr‘Stata Ele®tricity Bocard. Elbq_trlcﬁy Floard ,at a _C_lé_r\_%!___(vngnly)‘ f
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1961-62
1965-66
1970=71
1971=72
1972-73
197374 °
1974=75
1975-76

197€=77
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TABLE IV.6

' "Average Ratg of Duty per unif of Enerqgy

; Blharv

1977-78.

s W e 3. &

Source

B s s

(R BENEN ---v-—--m—-—-—w.-’ AU e W A P e ..----.--.c-v-.—a-.-

TN MR S ATUME v NI e W - S R T s T S et A, ‘Mo R T . . - -

(In paise)

R 2

Assam . Uttar Orissa Madhya West.
' Pradesh pradesh . Bengal

- e

0.58 - 0.63 0.07 174 1453
1475 0.95 0437 0.90 1463 1472
1478 062 0. 51 1475 1.68 1.86
2425 0.64 - 1402 1469 1¢74  1.76
288 056 . 1413 1.99 1491 2.20
"3.78 0477 102 2411 2,02 2.28
2073 0.96 0445 2412 2,70 2.04
2¢29  0.96 1485 3421 . 2424 2433
2.17. . 0.96 n.82 3.70 2.14  2.38
1479 1403 094  3.74 2,09 301
: (i) Government of Indla, Central Electricity
~© Authority; Public Electricity Supply =
(ALL India Statlotlcs = General revieu (yearly)
(ii) sState government budgets



- 169 -

TABLE ‘Tv.7

Energy Sales tquategpgx:ginggqggumers in Bihqgl/

1 1961=62 to 1977-78 -

Mega W ) .

, | | (4n
- Total Domestic  Commer- Industr- Industrial. Public- Traction’ Agricul- Public Misce-
energy . cial ial pouer power light- . : ture water 'yor- llane-
sold (lou med= (high vol- ing - : ks and se- . ous
ium vol- taga) . . ~ wage pum- . -
tage) - - ping
1961<62  971+69  47.49 25447 55.72 - - 746417  3+98 1460 18.46 12479 0.00
. (4.89) (2+62) (5.73) (76.79) (0. 40) 634) 1¢90)  (1.33) -
196263  1279.86:  58.71 40461 76445  927.39 4.73  130.84 19.99  21.15 0.on
e (4.59) (3e17) (5497) (72.46)  (0.38) . (10.22) (1.56)  (1.65)
1963~64 1628416 60.78 45.52 86468 1133418 4.91 153.65.  19.45  23.99 (0.00
- (3.98) (2.98) (5.67)  (74.15) (0.32) (10.06) (127} (1.57)
1964=65 1742489 66«22 50421 93¢26  4212+18_ - 4.92_  268.05 22435 25.69 0.00
- - (3.80)  (2.88)  (5.35)  (69.55) - {0.28) ° (15.38)  (1.28) (1.48)
1965-66  1932.55  61.09 69.35 100442 1396.83  4+80_  343.09 29.33  27.64 0.00 -
(3¢16) (3.59) (5.20)  (72.28) (0.25) - (17.75) (1.52) (1.43)
1966-67 = 2121489  64.64 84.61  106.55  1393.52 . 4.87 388.41 49.25 30403 0.00
© (3.05)  (3.99)  (5.02)  (65.67) (0.23) (18.30)  (2.32) (1.42)
1967~68  2195+40 71430 82.50 126443 1459.93 4491 349.99 61.05 3180 7.49
3425) (3.76) (5¢76) (66.50) (0.22) - (15.94) (2.78) (1.45) (0.34)

r
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TABLE 1IVe7 (Cont'd)

Total: Domestic  Commerci- Industr= Industr= - Pyblit Tra- Agricuil'Public va= Miscell-
ensrqgy - - R al ial pouer ial powver . llght- ction | . ture _ ter works -angous
sold . - .- LT (low medi=- (high - - ""ing =~ A - and seyage L

P N _ um voltage voltage) S ot : "pumplng

S

1976=77 4095431 - 145.56.~ 113419 ° 247421 ° 2674454 °  5.58 ' 399.54 * 449. 372/ 48.83  11.49
, » - (3.55r  (2.76) (6. 04) - (65.31)  (0.14) . - (9.76) (10.97), (1.19) . (0.28)

w . - L4 R

1977-78 " 4200451 ~ 1684477 329.02  305.70  2790.16. ' 5.11.  428.01.  299.08.  50.95 32.98
o : © (4.00). . (3.06). (7.26). (66.28) (0.12). (10.17)- (7.10): (1.23).:. - (0.78) -

. . s
:-‘A. . - » h K - - -_.“ H 1‘:‘_. i

" fiotess - 1/ sales’ by, the Bihar State Electrlclty Board, Govérnment department
: ~'and the prlvate sector- SRR e ; v:_x RN :

“2/ Includes consumptlon by the agrlcultural proce831ng 1nduetr1es also

Flgures in parentheses are pe:gentages of the total-

_Source: Same as for Table IV.S5.
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TABLE 1V.8
State-Wise Electricity 7ariff and Electricity Duty
(1979)
(in paise per unit)
. ‘Domestic:lights and Commercial lights and ~ Agriculture 10 HP . Small industry ~ Large industry
State fans 30 Kuwh/month fans 50 kWh/month '
o Rate . Dufy  Total Rate Duty Total Rate Duty Total Rate Duty  Total Nate Duty Total
Andhra ' - o - - | ———— : 4 ‘
Pradesh  43¢00... = . 43,00 84.00 = 8400 17+22 - .17.22 39.00 -  39.00 34.77 - T 34.77
Ass am 48400 3,00 51.00 60.00 3.00 63,00 18.00 = 3.00 21.00 25.00 = 2.00 27.00 24.90% 0.19 24.89
Bihar - 46400  7.00 53.00 66400 7.00 73.00 5.158 2.00 7.15 s6.00Y 2.00 38400 36.152 2.00 38.15

Gujarat  35.47 6489 42416 36463  Be66  45.29 23494  1.20 25.14 30.08  0.84 30092 29.66  4e15 3381
Kerala 38433 2050 40683 38400 3480 41480 41022  11.12 12+34 15.00  1.50 16050 16.23  3.87 20.10
Madhya ' | | ' o

Pradesh 3250 650 39.00 4700 8.00 55000 2241 %/ - 22.12 27.00 1.50 23.50° 21.021/ 300 2482
Tamil S ' T ' ‘ e N o ”

Nadu 38400 - 78.80 73400 - . 73.00 14.61 = 14+61 7300 - 73.00 31.06 3409 34415
Mahar a=- ' . ¢ . 1/

shtra 33625 5400 38425 42025 15,00 57425 12675 e 1275 2725 1400 28.25 18.41=" 3.50 21.91
Karnataka 45¢00 450 49.50 62.00 4450 66450 21459 1400 22¢51 2751 4.50 31.02 20.09 2025 22.34
Orissa 32e00 5e25 37425 44e50 7e12 51462 15.001/ 2450 17.50 22.001/ 340 25440 20450 7.07 27.57
Haryana 2975 10025 40400 40400 1100 5100 2235 - 23+45 24400 3460 2760 21.16 , 635 27451
Rajasthan 3300 6400 44.00 55.00 600 61.00 21.00 - 21.00 25.00 2.00 27.00 2% .0%% 2.00 28.09
Uttar '

Pradesh  45¢00 2400 47400 120400 2400 122400 14469 -_ 14469 35.00 1400 "36.00 36438 1.00 37.38
West

Bengal  48+00  3.00 5100 60,00 3.00 63400 35,00  6.00 41.00 37,00 0033 37.33 26.141 1.50 27.64
‘ | s ! c ’ ' b 'Cﬁnt'd.a.)’v" ? i
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TABLE 1IV.8 (Cont'd)

- (in paise per unit)

Government of 1India, Central‘Electrchty Authorlty (1979), Average Electrlc Rates and
Duties in India, Delhi’ :

o ' Dbmestic'lights and Commercial lights and Agriculture 10HP N Small industry vv‘Lapge indgstry
State fans 30 kWh/month fans 50 kWh/month . - : .
- - Hate Duty - Total Rate  Duty - Total’ﬁéte Duty »théI 'Fata Duty Jotal Rate - Duty Total
Him aC hal . ) ! . - ) . . -A N i . B . . ?’. - o ﬁ. . r . ) ) o
,,p?ﬁdesh 37¢50 150 39.00- 48400 ‘200  50.00 - 900 1i98 510.98--21.84 4400 25.84 19.77 »4.00 2371
.-jémmﬁ;4_ RO ' : ) . |
' -and t - - . . S . - R " 3 ~r . . :-' f oo P ' » . '
JKthmlr ~ 28.00 3.08 3108 38400 388 41.88ﬁ-10.00;*ﬁ1650 1450 18400 278 20478 16400 240 18.40-
Notes : 1/ Excluding fuel surcharge
g/ For 9-mdnths only -
Source 3

Ay

. c—

—— W
Yeer

qc

19"

197

1974~

197¢

19"
377
979~
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T/-\BLE IV 0'9

Averggg Cost oF Pouer _per Unit Produced j Under Various

> - G~

Sx stems of Pouer Generation in Bihar

-——.—

| (IH paise)
" Vear  Steam “Diesel " Hydel
197172 . 8493 | 113434 8435
‘1972-73' - ' 9.56  213.53 97.06
1973-76 12458 138410 94447
1974175 15442 - 211.90 90465
1975=76 16443 235,50 62452
1976-77 14093 233.39 6183

1977-78 . 16423 ©299.45 . ~ 78.50L

1978-79 - 21.64 887.50  sz.ed/

- — -~ ' C

l/‘Uith respect to Kosi project alone

‘Source ¢ Government of Bihar (1978), Materials on
' subsidiary paoints presented To the Finance
Comm1331on, tinance Department, pétna-

kra
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- TABLE IV,1b’k

" Installed Capecity and Generation- in Selected

HLQQQ%tQ%QE,Aﬂzﬁkﬁ%lzLilﬁ'

. ’ 5 h .
-—- v VA R Y N e M R > B W e GRS AW R W Y MWR B WS L e e w S SR W e

D T ]

Install- Installed Genera=- Generaz-

ed capa=- capacity tion

, k)

L e s A A P S W NP W W WS S AW By v w2

<o - .

Aluninium o 4000 0.91 21.843

city (per cent ) (NkUh)

tion

(per cert

S

1436
Cement (primary) .. 32144 7.33  119.619_ 7.46
Collisries . 15000 3.42 43,597  3.03
Engineering (elec) 1000 . 0.23 0.160 Neg
Fertilizer R 81780 18.64 2684437 16473
. ieavy englneerlng : 750 0417 - -
Iron and steel (primary) 245000 - 55.86 1000.718 62439
Iron and stasel {Secondary) 600 . 0.14 0e1% - -
Jute - 1500 0.34 64470 0.40
lineral oil and pstroleum 24000 5.47  107.886 6472
Hining and qqéffyihg ' __.J 150 . 0.03 0.037 Neg
Non=-ferrous - | ’ - «f9350 2628 © '9.970 0.62
Sugar 21971 5.01 20,248 1426
Miscellaneous | 875 0420 0.449 0.03
TOTAL 438628 100.00 1604.434 100.00

Source ¢ Governmant of India, Central Electricity
Authority, (1977—783 Genpgal Review =
Public Electricity Suppgy - AT India
Statistics.

krs.
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TABLE 1ve1?

Rates of Duty for Self-Generated Electricity in Different States

-

( .
: il

State _ Rate

Assam 3 paise per unit . - _

Gujarat Domest ic Consumption - : _ Industrial Consumption / Cinema house/theatr
in rural area ¢ 5 paise per unit 7 paise per unit 10 paise per unit

in urban area : upto 20 units = 6 paise per unit
next 30 units <10 paise per unit
excess of 50 =~ 15 paise per unit

units
Jammu &
Kashmir 4 paise per unit
Karnetaka - 2425 paise per unit
Kerala 120 paise per unit
Punjab 1«25 paise per unit
Rajasthan 200 paise per unit
Tamll1/ : ]
Nadu . High Tension Supply Loy Tension Supply
Textile industry: 30 per cent of the price of en:rgy Domestic consumption ¢ 10 per cent on the price of
Cement industry : 15 per cent of the price cof enerqgy ) o energy .
Energy intensivet! 10 per cent of the price of energy Non-domestic consumption: 20 per cent on the price of
x units® ’ energy .
: Other industry ¢ 35 per cent of the price of energy Public lighting ¢ 20 per cent on the price of
' ner
Uttar energy
Fradesh 1 paise per unit

IR T T S I crm v e s L A

4/ Cnergy genercted from captive generating sets using diesel oil is exempted from duty weeefe 131977

Source ¢ Governmont of Tndia, Central Electricity Authority, (December 1979), SFhDVUlT%#OF Eloctricity Duty Tax
Leviable on !‘nJ“HLlOH, inla and Consumption of Electricity in various St-t.s of Tndis.

R A et W -

B T e T T L T R T e T U oY



TABLE 1IV,12

Exémptions from the Levy of Electricity Duty

D L R e s

Bihar

Assam

Matha Pradesh

i

Exempted categories of electricity consumption

ii)

iii)

Electricity consumed by Public Works
Department for 1ift irrigation,

ARny local authority for lighting of publlc

~streets, and

Sale for consumption of electricity in
iron and steel industry, electro-chemical
or electro-metallurgical industry for a
period of five ysars from the date of
commencement of production,

"Bn that part of electrical energy used by

industrial concerns in Assam exclusively
for industrial productlon which exceeds
40,000 units, : i

Electrical ' enerqgy used by vessels

(sea~going or inland), and

Electrical energy used for agricultural
or horticultural purposes.

Energy sold or supplied or consumed by

i)
ii)
iii)

iv)

State governmant, ‘ \
Rgriculture pumping and other operations,
Pouwer house anxilieries, ‘and

In excess of 1.5 paise per unit of electri-
cal energy sold by any distributors of
electrical energy or producers in respect
of the electrical energy sold or supplied
to the following consumers: a) small scale
industries registered with the State
Industries Department, b) mini steel
plants, ¢) electrode unlts, d) caustic

'spda units, n) steel casting units,

f) oxygen-nitrogen industries, g) ferrous

and non-ferrous alloy units, and h) cal-

cium carbide units, ‘
Contdesese2



Lo R R e

State Exempted catogorles of electricity consumption
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- TABLE 1V.12 (Contd...2)

~— - e - g

Orissa i)

Uttar Pradesh i)

ii)

. iid)

iv)

- -

Energy consumed by, or sold to, the
State government,

Energy sold to/consumed by the State
government,

Energy consumed by a cultivator in agri-

cultural operations carried on in or near
his fields such as for the pumping of uater

for irrigation, crushing, milling or tree-

ting of produce of those fields or chaFF
cutting,

Energy consumed by any person from his own

source of generation installed after
January 2, 1973, and

Energy sold to a.consumer establishing a

. factory having a capital investment upto

Rs 25 lakh in the 36 backward district of
the State,

West Bengal Energy sold to/consumed by ' ,

i)

ii)
iii) -

iv)

V)

State government,

Places of public workship, public burial
or burning ground or other—places for
dlSposal of the dead,

Premises declared by the State QOVernment

to be used exclu31vely for purposes of
public charity,

Any consumer using not more than 25 kWh/
month, and : ‘

Local authorities like Municipalities
and Corporations. :

oo Am me—— - E -

Source & i), Government of India, Central Electricity Authority,
: Schedules of Electricity Duty Tax Leviable
of Electricity

(1979) .

on Geng;atlonl_Sale_qu Consumption o

. ———s o - - -

in Varicus States of India.

ii) Materials on Subsidiary Points submitted to the

Seventh Finance Commission by State governments. *v

]

0
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TABLE

IVe13

%Lthi_g_gﬁ_Electricitx Duty in q;har{_AppinnqvAl;-quia Transmission --

- e

Bistribution and Unaccounted losses

Year. Elécfrie, Line los 1/ Line loss Line loss Differen=- poiiéb e— Possible coll-
c city av~ - All=India if All- ce betueen of elect- ection of ele~ .
ailable " India per- 2 and 4 ricy dut ctricity duty
for sale centage is y oUty a5 a per cent
_ applied of total coll~
(Mkwh) (Mkuh) - (in percent)(in percent) (Mkwh) (Rs.1akh) ection ‘
1971=72 2496448 610435 18475 468.09 142426 32.01 5418 7
1972+13 2806429 870440 . 19494 55957 - 310.83 89.52 11446
1973-74 2685.90" 733452 20.46 54954 183.98 " 51415 © 6.85
1974=175 3279.85 829.18. ~. 20448~ 67171 7" 157447 42.99 5.46
1975-76 3791.98 926418 19442 736440 189.78 43446 5. 04
1976=77  3967.95 939469 19.29 785426 154.43 33651 3.78
1977-78 - 3929416 . 952,48 19026 756476 195.72 35.03 4465
Source 4. Bihar State Clectricity Board (1978-79), Electricity Board At A Glance.
2e uovernment of Indla, Central Electrlclty Authnrlty, (1977-78) neral

krs.

- ——
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d

TABLE IV,14

llection of Electricity Dufy in Bihar :° Applying All-India
' Utilisation of Installed Capacity ’

installed Capacity Generation of Electricity -

(in MW) (Mkwh)
Hydel - Thermal Diesel Total Hydel  Thermal ' Diesel " Total net of

. ) ‘ - auxiliary

consumption
1971-72 9. 60 ) 445.00 13.45 -._468.05 - 2.80 1431, 50 3.90 11263.89
197273 9.60 . .545.00  13.45 568.05  4.32 1947.38 1.64 . '1722.00
1975-74" 714,40 545,00 13,45 572,85  4.59: 1883.29 2.11 1665.30
1974-75 _14.40- © 558.50 12.78 585.68 - 6.31 2104.30 1.10 1852.11
1975-76  14.40 . . 572,50 16.63 603.53 8.08 2115.55 1.19 1831.35
1976-77  14.40 572.50 16.21 603.11 . 12.21 2452.35 1.00 2102.36

1977-78  79.40  682.50 ' 13.58 775.48  42.62 2535.25 0.57 2220.66

COntd....-./-.
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TABLE 1v.q4 (Contd.)

Collection of £lectricity Duty i, Bihar : Applying All-India
- ptilisation of Installed Capacity

i All India capabity util tial i ici ‘Li 1 Difference Possible Possible
- - generation of glectricity Lime less e
sation (in Precent ) ! Poten (MkWH) ° (in percent)betueen collecti- collec-
Hydel Th . . . actual & on of ele- tion
y ermal Diesgel .ydel Thermal Diesel Total \ potential ctricity of ele-
Vears (Potential) generati- duty ctricity
on net of . duty as
limeg less p.erceint of
(Mkyh) (Rs lakh) tota
1971=72 48439 45461 5.60 40454 161778 6432 1664464 24445 . 302.77 68412 11.02
1972-73  45.76 48401 717 38.34 2087.64  8.07 2134.05  31.02 284423 81486 10.47
. 1973=74 47448 45499 5¢90 59.66 1990436 6457 2056459 2731 284443 79.07 10659
- 1974-75 42426 46428 6403 53.05 2048.45 6.48 2107.98  25.28° 191419 52419 6463
CtT5=76 4492 46414 3.01 56 438 2088459 4423 2149420 24442 240423 55401 6.38
1976=77  44.07 49.67 3426 5538 2245.89 4440 2305.67  23.68 155417 33.67 4.00
1977-78  43.30 45659 4450 299.84 2439.02 5.14 2744.00  24.24 396448 70497 9.42

- Source? Same as for Table IIIe13e

SCT/ramesh





