
FOREWORD

The present study of the sales tax system in Delhi was com

missioned in the Institute by Delhi Administration in Septem

ber 1982. The Report of the study was submitted in July 1984.

The significance of the Report is two-fold: It may be described

as the most comprehensive so far among those already conduct

ed on the sales tax system in the Union Territory of Delhi, and

it is an important link in the on-going series of studies on the

sales tax systems in various States being conducted in the

Institute.

The purpose of this publication is to generate a constructive

debate on several vital aspects of sales tax structure, adminis

tration, enforcement and compliance, not only among the

business and trading community in Delhi, but also among tax

administration officials, legislators, public finance specialists,

researchers and practitioners. We shall feel rewarded if the

ideas on reform put forward in the Report are considered use

ful for the formulation of any possible measures to improve tax

administration and tax compliance.

We are grateful to Delhi Administration for permission to

publish this Report.

AMARESH BAGCHI

Director

January 1988



PREFACE

The National Institute of Public Finance and Policy is an

autonomous non-profit organisation whose major functions are

to carry out research, undertake consultancy work and impart

training in the area of public finance and related policy.

This study was sponsored by Delhi Administration along

with the studies of the property tax and the entry tax whose

reports are being submitted separately. The study was begun in

October 1982 and was discontinued for three months during

January to March 1983. The major part of the work was done

during April to December 1983. Report writing took six months

from December 1983 to May 1984.

The report is a product of team work. The work on the

project was largely carried out by Dr. K. N. Reddy under the

guidance of Dr. R. J. Chelliah. He was assisted by Ms. Jyotsna

Paranjape, Dr. V. S. Renganathan and Mr. Gautam Naresh.

An interim report on Administrative Organisation of the

Department and Norms for Staffing was submitted in February

1984. The final report which is now being submitted incorpora

tes the interim report with some revisions. The entire responsi

bility for the work on the administrative organisation and norms

for staffing vested with Dr. K. N. Reddy and he has drafted

the relevant chapter. He also prepared the original drafts of all

the other chapters. The final draft of these chapters has been

prepared by Dr. R. J. Chelliah and Dr. K. N. Reddy.

Dr. V. S. Renganathan and Mr. Gautam Naresh conducted

the market surveys to estimate the evasion of sales tax with

respect to the two selected commodities, namely, automobile

parts and sanitary wares and fittings. It is hoped that the find

ings of the surveys would help the Department to have a better

idea of the magnitude of the sales tax evasion in the Union

Territory.

Dr. V. S. Renganathan conducted the study on the trade

structure of Delhi whose findings are given in Appendix to

Chapter 1.
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The comprehensive analysis presented in the study of the

system of sales tax in force in Delhi, the discussions of the

means of rationalisation of the tax structure and the suggestions

for improving the administration of the tax and the informa
tion system, it is hoped, would be found useful by the Sales
Tax Department and the Delhi Administration.

The Governing Body of the Institute does not take responsi
bility for any of the views expressed in this report. This respon

sibility belongs to the staff of the Institute and more particularly
to the authors of the report.

June 1984

R. J. CHELLIAH

Director
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