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amount. | ¢.0 not complain. But | only want
that it should go on record here that this is a
major loss to the revenues of the State and all
these points may be considered seriously
when the Seventh Finance Commission is
appointed.  Compensation on  uniform
principles of fair-play and mstice should be
provided to all the States which suffer because
of this Central legislation in their revenues of
sales-tax. Once more | submit to the hon.
Minister, through you, to consider this
suggestion.

Thank you.

MR. DEPUTY CHAIRMAN: The
louse stands adjourned till 2 p.m.

The Hous, then adjourned for
lunch at one minute past >ne of the
clock.

The House reassembled after luhch at two
minutes past two of the clock, Mr. Deputy
Chairman in the Chair.

THE CENTRAL SALES TAX
(AMENDMENT) BILL 1976—Contd.

SHRI SANTOSH KUMAR  SAHU Jrissa):
Mr. Deputy Chairman, Sir, at the beginning, |
would like to support this Bill because it seeks to
clear some anomalies which have accrued as a
result of the wvarious judgments of the
Supreme Ccurt regarding the inter-State
seles-tax and the Central sales-tax and then it
seeks to  bring out a type of uniformity about
the position of the sales-tax as regards the
inter-State trade and the export and import of
different commodities.

While we analyse th, different sections of
the Bill, we find that the Bill seeks to make
explicit, very clear and very emphatic the
definition of what is meant by business.
Secondly, also, in tune with the times, to have
a greater export trade of our country, it has
tried to exempt from the purview of sales-tax
the goods
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which we were thinking of exporting to other
countries. In the world today there is a lot of
competition in the market of international
trade where, if we want to have a good deal
of export, it is necessary that we must give
some incentive?.

While agreeing generally with all the
broad principles which have been enunciated
ir< the Statement of  Objects and  Reasons
of the Bill, I would lika to submit befor, you
to impress upon the honourable Minister that it
is also necessary to  remove some of the
misapprehensions in the minds of some
honourable Members. Sir, it is accepted in our
country, and it is gradually felt more and more
every day, that indirect taxation is one of the
major sources of revenue of the nation.  As
such, sales tax is playing a very pivotal role in
augmenting the resources of the different States
of the country.  In our  Constitution it has
been provided for a federal structure of
taxation; it has also been provided therein that
the States also should mobilise additional
resources and that the Centre should and assist
the States which are suffering and which are
backward.  That is why we have made a
provision in our Constitution, as a permanent
feature, for the distribution of different cate-
gories of taxes among the States and there is
also a Commission set up for the distribution of
the resources.

It is true that we have to tie up the loose
ends in the Central Laws. Claus, 4 of the
Bill reads—

"Provided that a dealer shall not be.
liable to pay tax under this Act on any sale
of goods which, in accordance with the
provisions of subsection (?) of section 5, is
a sale in the course of export of those
goods out of the territory of India.”

Sir, it is true that many of th, developing
countries of the world do not levy any
purchase or sales tax on items which they
intend to export. But there is the basic
difference. The
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hon. Minister who has been representing our
country at the various economic conferences
of the non-aligned countries and have
advocated that the developed countries are
robbing the poor, developing countries of Asia
and Africa by taking away their raw materials
and sending them the finished goods. In view
of this, | would like to submit for the hon.
Minister's consideration that there must be a
broad distinction made between the processed
materials which we are sending for exports
and the raw materials which we are going to
export. It should be the policy of a developing
country that it does not give too much impetus
for the export of basic raw materials which are
exhaustive in their character. | would like to
quote the example of minerals. They are not
exploited fully because we have not the
infrastructure for the scientific development
nor do we 'have the resources to use them
industrially. We could develop these materials.
But there is no meaning, in giving impetus or
incentive for the export of the basic raw
materials or minerals. Mother earth has given
us all thes, benefits. So, | say that this
incidence of taxation in our national economy
must be considered. In bringing such a Bill
forward, we have to think of the materials
which are correlated, minerals and other
materials which we want to export. 1 will give
you one example. We sometimes export
titanium or other kinds of atomic minerals, by
which we think we can get a higher price for
them. When they go outside, they become
back after finished product it becomes a
thousand times more valuable. In such cases,
what is the necessity of giving this incentive?

Sir, 1 would like to put before you "this
point. If we debar these States which are
backward but which have got such minerals
from imposing sales tax because we want to
give export incentives, | feel that these areas
"will be suffering much and they can-3iot
build up their economy.  Being
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economically poor States, they cannot build
up the momentum to mobilise additional
resources for the greater development of th,
people who are there. So, this is one of the
very important questions to be considered.

Sir | nave got another apprehension a so.
The hon. Minister has spoken of bring about
uniformity in th, levy of sales tax and also of
bringing into the list new articles for imposing
sales tax. At present, in our country there is
no uniformity in regard to levy of sales tax in
the different States. In many of the States
sales tax is not levied on essential food
articles like rice and ethers and also on other
materials. In some of the other States sales tax
is levied on such articles. Now, | apprehend
that if these articles are brought under th,
purview of the Central sales tax, though there
may be uniformity in the levy of sales tax,
ultimately it will cause a rise in the prices of
essential commodities. Will it not affect very
much the sound policy we are following of
checking the price rise and inflation in our
country? So. these are the two very important
points which must be considered while this
Bill is passed, and the hon. Minister who is in
charge of Revenue end Banking must look
into it.

The other thing, is, naturally when we give
some exemptions for export and when the
States cannot levy sales tax, it will change the
balance of present resources of the State. So,
some concessions will go to some Deople. It
will also benefit the small manufacturers. |
submit that | do not oppose this. The small
manufacturers must be given help and they
must be given incentives to create greater
generation of wealth for export. But at the
same time. | would like to mention one minor
point which might not be very essential in
developing States. But in a small backward
State like Orissa, many of
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the mineral items go for export. and also go
for manufacture in the country. Now, when
you say that this export concession will be
given not only to the ultimate seller but to any
seller, agent or anybody ultimately after a
chain of transaction before the real export
then there will be a chain reaction which will
ultimately lead to cheating of the State
Government. 1 will tell you why. It is true that
the Bill is a very pious Bill and it entrusts the
collection of the Central sales tax to the sales
tax authorities of the State. But when the
commodity goes outside the State, the State
Sales Tax Department has very limited
purview and jurisdiction to control all these
things. These things also must be looked into
if you want that the whole of the benefit
should go to the poorer States. As my hon.
friend said, this Bill is definitely an ideal Bill
in the sense that it seeks to have uniformity of
taxation. So we must support it. There is no
question of challenging it or anything like
that. But it is very necessary that the hon.
Minister should consider this question
whether it limits the prospect of mobilisation
of additional resources and affects the
economy of any State in this country.
Additional help should be provided to the
States, taking into account their annual loss in
these sources. The hon. Minister has been
very kind in the Lok Sabha where he
promised that they will look into the
sufferings which Kerala State will undergo on
this account. But it is not only a question of
one State. In a federal structure, if you want to
have a uniform policy of taxation, if you want
to have sales tax laws to be made in such a
way that they should give incentive for
export, it is necessary that it must be done in
the interest of the nation. But, at the same
time, we must also look to the interests of the
poorer States. The development of the States
producing raw materials is also paramount to
the development of the nation because if some
areas lag behind, we cannot expect the whole
country to prosper
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So my fundamental point is that these things
must looked into when we finally consider
this Bill.

The other aspect whicn | have mentioned is
that the inclusion of the cereals under section
14 of the Act may affect the prices because
there will be a tendency for imposition of
taxes on the essential commodities which are
not otherwise prevalent in all the States. Why
is it prevalent in some States and why is it not
prevalent in some other States? The States
which were poor, which were depending on
other States, did not want to tax because their
economy is very poor and the purchasing
power of the people is very poor. So, if we do
not think of those people, these laws may
ultimately have a tendency for inflation. This
will be very much dangerous to the poorer
people of the society. Pulses also are very
essential as food because in India a lot of
people get their life giving sustenance from
the pulses. So pulses are an important item
which must be included under the items of
critical observation while thinking of rice,
paddy and so on.

Then coming to the legalistic consideration,
I would like to say that though this Bill has to
be applauded because it has given a definition
of "business", sometimes | feel it has gone too
far in giving the definition. | may point out
that in clause 2(a) (i) the term 'business* has
been defined so as to include, among other
things, even any adventure. In sub-clause (ii)
the definition also includes any transaction in
connection with, or incidental or ancillary to,
such trade, commerce, manufacture, adventure
or concern. | feel that by including the word
"adventure" and later the words "any tran-
saction in connection with or incidental or
ancillary to, such adventure" we have gone to
far. Actually we want more and more
entrepreneurs. This definition will be more
favourable to «stablished entrepreneurs than
the new entrepreneur. The
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‘word "adventure™ may be interpreted to
mean anything and everything. That may be
deleted.

In conclusion | would request the hon.
Minister to consider these points .in the proper
perspective. Otherwise, the Bill is baser! en a
scv.nd p. and | do not think there is any harm
in passing this Bill.  Sir, 1 support it.

SHRI U. K. LAKSHMANA GOWDA
(Karnataka): Mr. Deputy Chairman, looking at
the Bill and going through the provisions
thereof, | say this Bill should not be opposed.
As a matter oi tact, the Central Sales Tax
(Amendment) Bill, 1976, has come at a right
time. Actually my friend Shri Mukherjee had
to bring it as a consequence of certain legal
pronouncement. | do not want to go into the
legalities and other details which have ieen
very correctly explained by my friends, shri
Anandam, Shri D. P. Singh and others. | see
that many of my friends espousing the causes
of their own States are very much aggrieved. |
think my friend Shri Menon is going to speak
on this and | have no doubt he is also going to
do the same. This is because they have to '
establish their own bona fides. To that extent it
is all right. But looking at the Bill, I do not
think there is such a case at all either to find
exemptions or to claim that this Bill takes
away the revenue of the States and puts them
into difficulties. | agree that the States will
definitely face some revenue deficits or face
some difficulties. In my own State of Kar-
nataka we have coffee, silk and other things
such as iron-ore which are exported. They will
suffer just like Kerala, Maharashtra or Mysore.
The remedy cannot be found by asking Shri
Pranab Mukherjee to make a change in the
Bill. In any case, we cannot change it because
in the case of Money Bills we have no power.
It is only for our psychological satisfaction, we
are saying certain things. But, Sir, even
otherwise, | am afraid, my friend econnot find
any remedy for this because if you want to
have a remedy,
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you will have to go into the fundamentals of it.
When you are having the provision in the
Constitution under article 286 which definitely
says that no law of any State can have any say
with regard to the Sales Tax, with regard to the
items which are for export or for internal sales,
what is the use of my Congress friends here
trying to ask Mr. Mukherjee to make
amendments? They must see that this
Constitutional provision is amended. For even
dinner and lunch the Constitution is being
amended. Yesterday, Sir, for raising the age of
retirement of the Chairman and Members of
the State Public Service Commissions, a
Constitutional amendment was  brought
forward by my friend, Shri Om Metha. If you
want it, you must take it up in your party first
and you must have article 286 amended so that
all the sales tax revenue from any commodity
which attracts sales tax goes to the States.
Since this particular provision is there, there is
absolutely no case for the State Governments,
whether it is my State Government or any
other State Government, to cry hoarse over it
So, that matter is settled. | am happy about this
particular case because, from the export angle,
it generates sufficient incentives for the export
items. |1 know of one case which | can cite
here. In the case of coffee, it is marketed by
the Board, through co-operative marketing
arrangements and through the growers' coffee
pooL It is auctioned and sold. Even for the
coffee which was sold for export, the State in
which the sales took place levied the tax and
the Coffee Board went in appeal because there
was no amendment then. Now, Sir, | am glad
that this thing has come and to that extent,
relief will be provided and the commodity will
attain a competitive charter in the export mar-
ket. So, it is necessary that, where actual items
of export are concerned, identification has to
be made as to where the export has taken
place. Earlier, the courts held ? different view.
The first sale would have taken place and
somebody within the State would  take it
elsewhere
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Karnataka would levy ten per cent of
sales tax on coffee and on the inter
nal sales it would be six per cent, or
so and if somebody takes it to Madras,
they would levy some thing and it
would be in all sixteen per cent or so
and it is passed on to the consumer.
So is the case with rice and paddy which
item; were mentioned here. If it is
seven per cent on paddy and another
four per cent on rice, and if you go
to some hotel and eat rice, you will
have to pay another three per cent
tax. So, | would say that there is no
rationale behind this at all. If you
ask me, | would say that my view is
that there should be a Central sales
tax and if each State views with the
other States to levy multi-point sales
tax on commodities from their own
primary  producers or  from  other
States, it will unnecessarily lead to
fleecing of the consumers and, there
fore, | would say that there should
be some rational approach. I am glad
that at least now, in this Bill, some
stremlining has bee, done. So far as
the commodities which are going for
export are concerned, provision has
been made for export identification
and you know definitely where it is
going, so far as the gle of the com
modities which are of national im
portance is concerned, | am glad that
something has been done here also
because you have a uniform four
per cent and, therefore, you know
where you stand. So far as the State
revenues are concerned, | ,m also
seriously concerned about it .................

SHRI IRENGBAM TOMPOK SINGH-
Revenues of your State?

SHRI U. K LAKSHMANA GOWDA: Of
all the States. My State is also losing. In spite
of that, | am saying that this is a good pro-
posal. What | am saying is this: If the State
revenues fall, recourse should be had to
article 269(g) and it should be seen that
proper devolution takes place as it takes place
in the case of excise duty where the
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money is shared according to the number of
products and the amount collected. So, let
them do something, with regard to sales tax
also. Actually, Sir, the sales tax came into'
existence in the regime of the late* Rajaji
when the Government thought, in 1947, that
they would have wholesale prohibition and
hence would be losing revenue and actually
the State revenues started falling and so, this-
pernicious ale, tax came into being. Every
time there have been attempts to levy multi-
point tax. After all, ours is a federal structure
and if the States fall short of revenues, the
Centre must make it up. I Vi-'ould suggest
that this matter must be seriously taken up
with the next Finance Commission and it must
be decided as to how the devolution should
take place. | would trongly support the
uniform sales tax for the entire country on the
different commodities which are coming from
different States. Looking at their own revenue
devolution must be made and they should be
paid back for their developmental purposes,
otherwise there is no question of doing that.
Now the Planning Commission is every day
asking the State Government to find their own
reSourees and mobilise their own resources. As
| understand, everybody in this House knows
that one of the main sources of mobilising the
resources in the States is the sales tax. And
they go on increasing the sales tax. And they
complain that it is not possible: This mugt b,
gone into and the Central and State
Governments should sit together and find out
how best i* can be allocated among the
different States and the Centre. So far as this
is concerned, my friend, Mr. Ansn-dam, made
a point with regard to commodities of national
importacne. So many malpractices are there.
If there is a uniform tax, those can be
eliminated.

There is one difficulty with regard to export
houses. My friend from Orissa made out
that point. Now"
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particularly, in the case of commodities like
iron ore and others in places where there is
competitive market abroad and incentives are
provided, we must see that the incen-tivep are
not misused. That point should be properly
clarified and it must be seen that malpractices
Jo not take place. In th, implementation of
this Act, proper care should be taken and
more study is necessary because this is the
first time that this sort of differentiation has
come in. | hope that proper streamlining will
be done and States' revenues will be
safeguarded, if not by this but by some other
methods and by devolution of other duties.
There is no use quarrelling over this.

So far as the penalty clauses also are
concerned, it was also unfortunate that after
the court's decision the State,.; had to pay
back. Particularly, the State of Kerala would
have to pay back crores of rupees as a result
of the court's decision. Now this has been
clarified. The assessment, reassessment o,
evaluation which was done by the States will
be as good as being done by the Centre.
Unless this is done, with the already depleted
resources of the State Governments, you
cannot expect them to pay  back the
accumulated arrears.

I am happy that clarifications, wherever
possible, have been given to the necessary
extent. In the implementation of the Act. | am
sure, many of the difficulties will come in,
and | hope the Minister will look into these in
detail and whenever some malpractices,
particularly with regard to identification of
the export commodities by export houses and
others come in, the Minister will come
forward with appropriate amendments to plug
such loopholes.

With thes, remark?. Sir, I support the Bill.

Thank you.
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SHRI K. K. MADHAVAN (Kerala): Sir, |
rise to give a word of caution in passing this
amending Bill, from the point of view of the
State which | represent, namely, Kerala.
According to the provisions of the Bill, if thi;
is passed and the Act comes into force, the
biggest loser amongst the States would be
Kerala. What the spokesmen of the State
Government say is this.

The scheme adopted by the Kerala State, in
the State Sales Tax Law, is largely a
single point levy to enable it to tax
goods effectively at an identifiable point and
with an identifiable dealer, with lesser
chances of evasion. In this scheme many
small dealers are left out of the group.
The peculiar problems the State
Government will have to face do not oeem to
have been fully appreciated while drafting the
amending Bill Most of the exports
from Kerala are  plantation crops like
pepper, ginger, cardamom, cashew and marine
products. At present these items are liable
to sales tax at the last point of purchase in
the State i.e., purchase by exporters. They
are the best identifiable persons and the levy
will be  effective. The  State
Government is getting an annual
revenue of Rs. 23 crores  from the above
levy. This levy based on past experience has
been in existence for the last twenty year, and
it did not have any adverse impact on the ex-
port trade mainly because  we are having
a near monopoly and the demand is
not responsive to slight variations in prices.
Oiir misgivings are based on th, amendments
to Sections 5 and 6 of the parent Act. Any
sales tax for the purpose of export is barred by
the bill amending section 5. It is barred
under section 6 also if amended.
Amendments to section 5 and section 6
are complementary. The single point tax that
the Kerala State was levying on  certain
commaodities which were exclusively their own
stands to be eroded. That is the main
grievance. We were exporting
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commodities for centuries. The trade of
Kerala vis-a-vis the Arab world, Rome,
Greece and other countries in the west back to
even the pre-Christian era. We are having
thousands of year; of trade relations in certain
commodities which Kerala alone produces.
For these commodities. eve, °ur export trade
docs ™' have to compete with any othe,
country in the world. There is large number of
items and the salf" tax on their purchase has
been curbed by the present Bill. That is why |
say that Kerala, as a single State, will be the
biggest loser.

Coming to facts, | would say t.K'it levy of
taxes on purchases precf-dent to an
export cale has  been barred. All other
sales taxes on those comodities are also barred.
This is a pitiable position in which a
small State like Kerala with major revenue
from these items stand emaciated by this Bill.
Keralawill have to face a lot of problems
as a result of this Bill. ~ From the point of
view  of practicability also, there is
difficulty because the small producer or trader
who has some trade relations with an
exporter will not charge sales tax if the
exnort*™" c-avs that, this is the commodity
which he intends to export. It is up to
thel  exporter to exoort it or not to export it.
He can evade tax that by some method The
re«"tit would he that th®  fexpfirter will
b- ableto get his commodities free of anv
tax from tho producers o, the
intermediaries. At the same time, rubber i
largely the monopoly of Kerala. The exporter
can buy this commodity without any tax from
the producer. At the same time, he c;:ri
keep it away from export. He can sell it
to the Rubber Board. The result would be
that he would gain feothways.  He escapes
the sales tax within the State He can also
gel material gain by way of subsidy
from the Rubber Board. These dubious
methods are well known to our traders.  So,
what would be the
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result? The State revenue will be eroded
substantially, the Central Government will not
get the revenue which they deserve to get, and
the exporters ,ill nourish at the cost of the
State and the Central exchequer. The gainer
will be a number of new export houses. So.
this is what exactly | say. A ro-thinking jn the
matter is necessary and urgently too. Sir, let
me repeat. The net result of the Bill would be
the loss of revenue to the State, the loss of a
substantial part of it to the Centre by way of
tax evasion; and the only gainer would be th,
exoprter.

The legislation leaves out a number of
lacunae. There are certain definitions which
have been well-defined. But the most
unfortunate part of it is that this Bill by
implication provides for tax evasion by big
business.

Now, regarding the loss of revenue to the
State, Sir, Kerala is a State which has been
continuously and successively having a deficit
budget. It is very difficult for the Government
of Kerala to find eve, ways and means on
many occasions. Such a State is now being
deprived of Rs 23 erores of revenue. The
consequence will be that the development of
the State would be substantially retarded and
they will find it very difficult to compensate it
by other taxation. On the one side, it will be
an erosion of revenue end on the other side, it
will be the retardation of Kerala's planned
development. This is the unenviable position
in which this Bill is po'ng to place th, small
State of Kerala This matter has to be very
urgently looked into. If not at this stage, at
least at the stage of implementation. It is the
duty of the Central Government to look into
the matter and helt> the small State. | would
suggest that even at this stage it is uD to the
Central Government, it is uD to the Minister
who moved this Bill, to exempt certain
commodities which Kerala exclusively produ-
ces and exoprts.  That will be a very
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wise policy.  Even yhil, implement-  j ing
thi.s legislation, this  exemption jcan be
given to certain commodities | produced in
Kerala or even in some other States also.
There should be enabling provision '
that.  Thiswould be a wise course. |
would suggest that this wise course should be
adopted, and for that purpose, a re-thinking

should be made on this subject.  Thank you,
Sir.

SHRI VISWANATHA MENON
(Kerala):  Sir, this Bill should have been
drafted after consulting the various
interested parties.  Sir, usually, when such

an important  Bill is brought before the
House, it is being sent to a Select Committee to
discuss with the interested parties, and after the
discussion, at the final stage, it will be
drafted. But, unfortunately, Mr. Pranab
Mukherjee, in his enthui-a?m. has brought out a
Bill ~ which, from the discussion itself,
you can see, Sir, is very controversial Sir, 1
do not want to elaborate that point But the
main factor is that it affects o, touches the
Centre-State relationship. It touches the
autonomy, the power of autonomy of what we
have got. Such a controversial issue must
have- been discussed properly, and he should
have brought a  Bill  which would be
acceptable to all sections. By whipping his
ow, party men he can get it passed, | have no
objection. | am sure he can get it passed. But
from his own party men the criticism has
come pointing out how it affects their own
States.

Sir, | do ,ot want t° elaborate the
arguments about my State because already all
the Members from Kerala representing
various parties have come out against this
Bill. They may not have used the words 'l op-
pose the Bill' but they have made their
criticism in their own way.

Sir,. Kerala is the State which contributes
the largest amount of foreign exchange!
earnings to the Central exchequer.
Whatever small amount we
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got for our own existence has also now been
taken away.  Sir, pinching the beggar's bowl
is not socialism. Sir, what will be the position
of the Sates? Whatare weto do? when
such a controversial issue that touches the basic
features of this country, the federal system,
was being brought forward, the various
State Ministers should have been consulted.
According to my information, at least three
Ministers from States have come to Delhi to
protest against this matter. Sir, if that is the
position, 1 think even now Mr. Pranab
Mukerjee will think about this matter. Sir,
for a small State lik, Kerala Rs. 23 crores is
not a small amount and we are saying it with
all seriousness because we are the maximum
foreign  exchange earners in India. We
got Rs. 23 crores out of this and now you want
to take it away also. What arc ws going to do?
Whether the Congress rules or there is a bi-
party rule or any other oarty rules there must b®
some development for that area. When we
give so much amount to the Central
exchequer by way of foreign exchange,
more than Rs. 120 crones, and take some Rs.
23 crores bv ww of sales tax and you inter-
fere and jay that we should not take it, that is
not justice. Sir, | do notwantto go into the
details because all the speakers, Mrs.
Damodara Menon vesterday and Shri Madhavan
and Shri Schamnad today, have placed
our case nicely before  the hon. Minister.
I, the Lok Sabha also we know that all the
M.Ps. from Kerala have spoken  against
thi-; measure. We would be happy if he
showed a little bit of sympathy and considered
our case as a special one.

Sir, | agree that Central finance is the
worry of the Centre. But the State finance
also must be the worry of the Centre. Where
shall we go if all the amount that we can
rnake you take away? Where shall ,e go for
the money. Do you want us to tax
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on other things? What more taxes can we
levy? In Kerala almost all sources of
taxation have almost been exhausted. So,
my humble submission is that in this
particular case the reasonable and justi-
fiable case of Kerala must be considered
and the case of other States must also be
considered and a viable mt'dia should be
found. By passing this Bill—it may come
into force tomorrow—I would say that
you will be doing harm to my State.

Sir, 1 once again request on behalf of
the people of Kerala because there is no
controversy on the issue that we ar, the
biggest foreign exchange earners that our
request may be considered favourably
and the amendment suggested by our
State Government may be accepted in
some form or else ;ome kind of a com-
pensatory measure may be thought of.
Otherwise, if you are going to implement
it from tomorrow, | would say that it is
going to affect the smooth relationship
now existing between the Centre and the
State.
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aarafa oft, & FeEm frwy w2 (Foraa)
fairs F1 wwda FvA F faq @ygAr
g |iu3m=rmgfmrvaﬂ=ﬂ'f=rfm"rfvﬂ
Fy wwa Fadh & 141 3Fg FIATE A
ﬂﬁﬁ@m%ai‘?’«rqﬁﬂ%@mimff
fg freft s g7 w7 @OA {OFATL
fefy FTaTT O FAFT HAT GEATE
adt wire fagalr i ® ZATET A5
AT g & ATAS T AFATE AT AL
L GEd FATAT FT A THT TE tf'rfzﬁm
W%%Wﬁwﬁﬂfﬁ%ﬂﬁ&a
ugar i WY IH FT /M F et
g7 faeT g3w Fr Aeere w1 feE
T FT FE AT AT AZT BEAT R
Z ALY ardi w1 2@ g & Ag wWeqn
wvan g fr gt fawy A 1 TR
at dify & g el & fza A
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A &1 @ 91 /i 1 Fa 579
F gt fea %1 Arfa 7Y 21 & qwwa
g fr s dar wed a@iei F 23T
FITAMT 4T 49 A1 AT AR F1E AT
7 g | afss qw ¥ e fFm
s Sror w1 G21 % w17 Fsavy arfgs
T G HAT T &N, IAG! AL A
AR 9T FT AMA T4T IT OAT
TaT STAT AT | AR FAT AW F WACT
#r it feqfr @ 72 fugy g9 =i &
zA ST F & fr AT § Iuaeai
% fam st wars: fawar # ag 9@ &
grar & @1 efcmor & sa 24 W09
wraz sraa gt g w5 7T
¥ farars W17 dotra F1 A1 F fAATR
afta F1E § oF AT AT )| qe XA
q19 H1T TAw A AST AAW IO
ar uw @Y g7 ¥, I A99 H A1) 39
it # A9m FE T o w0 fzav ar
AT T4 AT B

"That the issue whether paddy and
rice was one single commaodity or two
has already been conclusively decided
by the honourable Supreme Court in
the case of Messrs. Ganesh Trading
Company, Karnal versus the State of
Har-yana, holding that paddy and rice
were two ¢eparate commodities for the
purposes of sates-tax."

-l st 7 sy @ e e
§# (qm) 1 ®T9 ¥, A A F
e & g g ) # 7 gfar
¥ o germe &1 AwA 3 IER S
qTER FAM A AT A2 H AT LRI
g‘rmélw%awm%mm
At =fze, & wwmar g fE g
T fae WA w1 G2 A} ATHL
¥ gerg-wiar F4% 77 FIAT A0 |
Sfwe g a8 o G wF awT
TawT ot sqre TEAT gy fF oW w7
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AT & o Ay GarEre 7 e oy
F1 HE T a7 TET wAT B | I T
FATL AW AT ATATEN 60-62 FIE A%
g7 951 2| foq 337 2w 791% gq
4 I AHT UIL 291 1 ATATR] a6<raq
35 #7017 97 %4 3fez & gw 3@ A7
&4 qar serm 5 gare Im § waTs #)
Garary fradt =gt &1 541 #7 wE,
fasr w=nara wy Aife swdrmai & fea
&1 Aifa 2 we gafwe 3a9 fmami &
feat #1 sam_T e i @0 =1 790 )
FaF1 AdreT A8 A OF gAry gm v
1946 & 1974 % 11593 T2 5141
7 ot wigw w1 ", T AT FO0H
AET F AR & HMAT T80 | AL aF
T FA! T A FAIT AFE FT AR
¥ q0i & {ardr ot | qF gwEdT qaw
o g fF wif 1974 % OF AMF
T FATL A9 H1 2 AT 286 FHLT
FIGT FT HATT AET T AT T HATAT
Q[ | THA TFT 7T qHAT 2 o gAIL RO AT
oq 437 a7 @ g & f&a garv fawr
Haraa w1 wifgw Fifa wv AT =fEy |
AN F weET GLAT A3 | TAFT A0
a1 g & S gl #w gsma 2o
# faq s qar w77 E, 99 4 F02
FI4 FT T wew gl w1 2 eaifE
GEy (4/) F H7T g% g8 7 TE=E
aa 244 91 AT wq 77 93 (967)
AT 1A FI UOF a5 A9 F A1 a2 4
qTEeE & Sarar ER9 war gl A%
a1 gafed 3 F30g w9q T 9T IEH
21 &1 AT | A & A qiEee §
qEAT AT FAMF AT FAAT ATAT GT
fasga 7 &0 TFaT A1 3T F4F A
THA AT ART FWM 1 FL SIAFTLY
% WAATY §ET G998 ¥ 9917 & AR Al
FH ¥ T U1S 50F 599 51 02T ENT |
T AFIT Tara A2 gfon W 7
famree g& 12 w0 &3 T AET
Frm w1 g3 9w gfwmr 7 oawy
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AT HLAT a1 @AAT E-wrw F Ay
afex faa® 20-20 arEi §—s50-52
aehz a1 faad 71 afar #3@ &
fag &g grar & 1 ofq w1 7o 7 faq

ghaaron & weez =g ag #fq #1 wgwar
g wig ag faard &1 wgawn @ AR
g a8 fawddt #1 wgewm &, g4 A0
faarii & 7 foam @ar @ %77 2
ag FA F 75 WAT AT G477
WA F FiT A9 w0 §, 75 T
AT qATH AWIT H qrar g g g
AR FHF & AAT F | TAR AD [0 A7
g % g9 Ga7 779 & 74 /1T gt
30 FT AT G3A1T A2 qZ AN |
afew arm <fad 9% 9 T w5 &
A a7 WA | qg FTW AN 4L 97
|30 g gFar § WX 37 W &I AR
F TS HATH T AFEA G4 B HTAITFAT
T & | W WY AFGH TEAT AR §
w1 faar warwq 7z wwwar g fr 9v-
wrr g 34 ZW & wifas & A7 o
qar #%F & F9 aRai #1 Fgar fF
faq % a9 uF urg 2, f5a% a9
nFg 2, foa® qr @19 oy 8, 3w
AT A99 3 | TF-A0 UFT 9T FT HATH
§31 F7AT § A7 AT § Ag0 T qwar
21 ot vd § 7 uw Al E
17 fof7 ad) 797 FT aFqT AT IR
qraTe FI0E1 0 & A1 97 I9E AW A
gagar & fo 3w & fea &1 34T 39,
9% fzdf a1 vr A F AT AW H
wATS W7 A7 ®1 GZ0A77 w0 Gy A
aw 1 gaT ZAT 7L T A0AA 7 (AHT
FEAT 58 |
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[ v frg)
IurgAIEge i, § g adrar Mgar
g f% 2 fu warem fa dgew & @ @i
¥ grg FT 947 § & dqm AT gAY
ot & a1y § SEE 9% A 7 fan
2 IERT § qEA F ATHA muEr Ave
fraea FTA7 =g 3 | 77 «f Aqrem
T TAT 7, T W
"A rough analysis of the cost structure of
tractors shows that while the increase in the
cost is due to the rise in the cost of material
and cost of production as compared to 1971,
in the case of some models selected for the
cost analysis, taxes and levies alone account
for 31.8 per cent of the retail price.”

ar fomy was dar g1 9EF R
EF A AT FT WA G A G
AT A WOH AT A F AT H
EF 7 W |

THT 5%z § 3epia frar 2 -

"In view of the adverse effects of high
prices of tractor "and power tillers on
agricultural production programmes, the
Ministry of Agriculture had requested
initially at the level of Minister to exempt
tractors and power tillers from the levy of
excise duty and to reduce customs duty on
imported raw materials and components
and also Central and State Sales Taxes at
least to the pre-1971 level."

9T g ana At agy wAr 78 afwa ww
urAaT SaEr 8 99 3w & wee? faw
wawa fa @7 w1 439 T 87
¥ AT

"While in the case of luxury goods less
essential such as T.Vs., refrigerators,
automobiles, water coolers, etc, the
Ministry of Finance have announced excise
relief ranging from 5 per cent to 35 per
cent, the relief that has been allowed in
respect of tractors is negligible—in respect
of tyres and tubes
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only—which comes to hardly  Rs-500
per tractor."

v, gurdr fa s agy A & ar
FA FAA & | A9 wrAq # e gEy g
T wzv 79 fzw opa =9t == fr g
M F HAT TG FT GRATT 4T, MT
mars gor o feanet a1 a9 s
T&Y sTar & a1 o gard wrAd fafaes
# 3% gwa qar B arIa areereE
il feaar avar wqa "®0ET & fan
feur &, @1 =2 aamn 7 o10 707
qI7T 10 FUFT %o W & IZ[A A1 3
T 4 FUT Ko T For9 FORM | 57
& qur i md Fura 1 @d=d & fog
feemr woar =nfen, a1 #771 1000 F0F
Fo | AT 1,000 FTF %o faer warEw
a w2l fear ) fas wamew efemon di
q9Ta ¥ HOH I3 W aT AT WIHEAT
T TAT FEI FIT | AE TET FA
IRAEAHI F | AAnT 3z @ fF
Wt gw @ oy E . wmw SAR
# %o wHo WHo WTo F ATARI
FT @AT? AT ST ¥eAWT AW E,
FEA 20-25 ATH T¥ FIGHT TTH
F1 7aTE T4 A1 qE wrsET & few
&, GIFET & IGT AAT EFW AW AT
TR ara #Y A1 fww @A Faf 5w aq
Ft frg 757 & fr 2w & oz warw 43
#% ZoM 7 EW AWM F HET ANTH FF
q=1 gRIT, ST Sa1ET & SATAT AT A
ZNY 7 ag SorR "ET AgT auT; AT
ag gt & frr fasrei & awre #w T
qY7 gt gATar s fwfaed % wwsv
M-w77 fGed & (o7 &% wEn W g
AT gH awrar wan B st F AEof
7 I 2T 4 A7 F IR qa 0 GFAE,
ag g & fr az #ore gw 1 e s
T AT 1% et ot & 471 3 fegrars
% feers & aorm & waiad # Al
Fraa &1 & | Afew fgges & fawm
F1 dut 7ff &1 w1y, fegeana & M
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&1 s 7ff | wwdr 1 famra a0
@A E AT E THAT 125 To Hif A
g7 #fad fgegeara & favwra #7707 5
To fmza #1C & 41 417 W, T
F HTT Hew 299 A W AT AT,
o7 EAT 9D &1 A w, q1 fae
WATAT F FRA § A7 AT TE WA E |
farer Ao TRIATZTF FIE; T H FIT
framaa & wwar § fga dez i aw &
77 fT AT F3 IEG FL (oA g
2 gFar & |

Aw1, 310 a8 & mrew fyaw
FLAT AEAE, T ITH AT F FIT
z% Hraar g fa Far o qg 2gg &
5 gona gre gfeamr s dar s
&% %I ? WA AT AT FAT WG A
frfore | fawet awr Fa1 g5 7 A AT
YA A AL WA A0 AL, T AT
Fraa % A} WAT AT AIA TH AA &
AT FIE A 8 Bo 2577 6 fawea
F feagra g A @0IMEA TN
3 e AfET T 7EIAT 2597 FTET
WET & | BN STH FEA & [F WAL HW
FarETEsE AT A1 AET & a1 B AT
121 fFaat 200—400 ™7 FF TAEA1E
fomedr & | W9 AT 3500—4000 BT
qry % w, FFLT q3-AT ATERIL
F1 ST 7 FHT GTE I &1
fawer warar &1 wifgs Jfa &1 guar
FAist T g & ¢ fowd are swy fogd
arér AT ¥ AR 4 AT A FH A
da1 28 | WAL AT 4 TG TT AT ATET
ST A fgegEaTT w1 300-400 FULT
wat faaar |

QAT & AT FAT U ZrAT A8 EfF
qETT § 0rq @y & o g T 8
gars wgt K, WAl AwATT @A WEE
1T a8 wAv fwes fag § 7 a2 feeg-
s § A% e A g, AEATaTd

[2 SEP.

1976]
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F79 ¥ faw & | w7 A7) Fad wqr oFr
g maw £ AT FE |G 7 InE;
T f7 7ET GAT 1 7 FRTFDT "W
¥ fa3efi o w117 F oy srrer avze
7& qAT A 1fE SVAEAT 72 FT #
FART (WErq a0 YATT F A 9T AT )
o &1 fga amd @A wifar
w1 397 %7 {2 & 92 529 79 grar
arfam | &9 #1 w21 7 ¥ faw frarg
FqgmETTH g7 AT T (A Fm e ad;
HTATA &1 F7 F7 F A7 o Far7 787
faar warma 71 q A7 78 Iwar m i
AITTTFTH T FAT 727 30, AT TH 3T FL
WU 77 97 @27 FIH ATIE FAUAT,
g & faw w47 o & wrgar w7 § f
F A9 77 A OB 25-30 7 F 72
A FTANT 702 TAFI BT |

THE WM 1T § AT AT4AT F7AT
=g g fa sore my gE & f oo
Atz gfeaon & 7 foman 3, waw
formar <8 a1 ST SFFT AT ET T
ST A9 77 F7 | wHm W oy faey
g o1 ¥ WEW & w7 O 737 FAT
E &Y AT | FET T2AT H A7 T AFATE
aEt FEA & A WS O F ) EwIY
wEi AV SHIA & AT AT g gwe
TET A 951 &7 & fET wF 49 g
SWAT F 9T AT ML TEAT |
FUTEHE HIEEH, THIIAN H AR
¥ Ao e sar g gEa i iw
FATA T TIATCA HATH &7 GR1AT7 qR1E
g wfar @ A w nET &0 T
g st and, AfwA F gz w7 g fr 7
7% & AET AT FT WG HAIST F HIA1T
FT THFE TOT AT IR AT R 99
F (& o1 Z{vmm &1 4 F9F F7HT
T FT 8 FLIT FT TET & THET Q70
F17? 7z 127w 39§ (a0 a1 foeq
v #1 f FTUS BIGAT ERT | WA
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HTAI1H BT Fy #

[= a7 faz) ) TE gify

% ®#AF ¥ gfoamn w7 993 # Ew HIE FATFA
%) olfad &1 SIA1 2 SAET WY T
G397 1 78, FL wrew g & fw
T FAT A &% | w7 I wAA B
azaa i HTAVATAT &7 AT a%qq @ fony

i okt il SHRI S. W. DHABE (Maharashtra):
qqIe e =l R 337 FTAE &Y Mr. Deputy Chairman, Sir, we are
gaa & arwedifeT | discussing the Central Sales Tax
(Amendment) Bill, 1976. Some sug-
gestions with respect to this Bill have
already been made. Sir, the first question
which | would like to raise is about the
validity of sub-clause (3) of clause 3 of
this Bill. The deeming provisions here
interfere with the provisions of article

286 of the Constitution. Sir, article 286
states:

[The Vice-Chairman Shri  Lokanath
Misra) in the Chair].

T FTIF I X FIEAT agq
aw ) SR or g wEm 2 fw F
FTA & WAL AZT A0 AT T3 ¥ &,
AT, AT W7 FRY A | 3q0t frard
zqr 2 fo 1 AT T T8 #7 57 Jar
FE TAT § IRAT ART FW AT 8,
q@l F AEEITHT TETEA AT OE
# oma nE g A e, 2 5 gwm
wre g @ qFg s E——zay
‘g2 AT AR AT AL E—wVE TR
won Zam g {4997 &, W7 92 a9
qifta w3 v g, fow fag wiw #r

"286. (1) No law f a State shall
impose, or authorise the imposition
of,, a tax on the sale or purchase of
goods where such sale or purchase
take, place—

(a) outside the State; or

fotaar-faar 9=z g@r 8 3a9r giEr
W g7 79 @ faEEd 7 ) gve
O F A% A1 W SAE w57 2, 24T 35
¢ f wadl wwadT agEt AT gwd
qATH IAAT AEEAT & W0 BiAg )
BET WL TA A X, TR (TG 5 T
T AY ag W A HIT T & Ad

(b) in the course of the import of
the goods into, or export of the
goods out of, the territory of India.

* * * * * *

(2) Parliament may by law for-
mulate principles for determining
when a sale or purchase of goods takes
place in any of th, ways mentioned in

g fom 3% %1 91 faw gam77 & w7 clause (1).

ag TF & wWifgw 71y g oaw q
fa™ars s¥AT FIEAT & AT I T AFIFT
gewr 747 2000 | #§ wraAr g fw gy

Therefore, Sir, the power to Parliament
under sub-clause (2) of article 286 is to
formulate the principles for determining
{ ! i the sale or purchase of goods, but there is
farer Hil St 72 FIHAITE Y17 HAROTH no mention in article 286 to make any
St YT gW¥ 9N gEAT Hiv AT legal provision in regard to sales. Sir, |
aﬁ‘ e fire am reading sub-clause (3) of clause 3 of

gofra ot agT aTHALE FIR A the Bill. 1 quote:
warers §1 g7 &30 {5 77 o6 difa
aaary fe fsrag & 3o 371 d2mar7 99
qETATT Az AGT WgWE 9T wEA
B0 ) GRTATT A=A ¥ wgmE wdr @
HZ GEAT WL IH G IQATEH] T FAY

"Notwithstanding ianything con-
tained in sub-section (1), the last sale
or purchase of any'goods pre-
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ceding the ale or purchase occasioning the
export of those goods out of the territory of
India shall alto be deemed to be in the
course of such export, if such last sale or
purchase took place after, and was for the
purpose of complying with, the agreement
or order for or in relation to such export."”

Sir, there are two things. One is the
deeming provision, by which it is meant that it
shall be in the course of such export.  And,
secondly, Sir, even if the* agreement
takes place, for the purpose of the agreement,
any order for or i, relation to such export, may
be considered as an export under the legal
provisions of  this clause. Sir, under the
Bombay Sales Tax Act, , specific time-
limit  was given that within 9 months if
the export does not take* place, the State
Government has the right t, charge sales-tax at
8 per cent. Now, Sir, this provision is
likely to be misused and it is not going to
benefit us. | can understand if the provision
was made in favour of STC or MMTC,
but it is going to help big export
houses.  We have not till now nationalised
the whole of our export business.  TheTe are
many big  export houses which will make
large sums of money because of this clause
by under-invoicing and by under-valua-tion.
Therefore, the very purpose for which clause 3
is going to be enacted is not going to benefit at
all either the Government or the public sector
but it is going to benefit the big
monopolists or the big business houses who
run export houses in big cities like Bombay,
Calcutta, Madras and Delhi. So in order
to make it an effective provision, it
should have mentioned a time-limit. There
50 time-limit within which it will be
considered whether it is an export house
or not. I make an agreement for export
today; for five year? | keep auiet and do
not  export. T enter into another export
agreement and keep quiet for another five
years. So, there are two  aspects.  Firstly

[2 SEP. 1976]
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this clause not only deprives the State; of their
power to levy sales tax on their export.
Secondly, the situation will be exploited by
the big export houses for the simple reasons
that there is no time-limit mentioned in clause
3. This deeming provision, | am afraid,
violates the provision in article 286(2). It
can only prescribe a condition how the export
should take place. There is an agreement of
sale, it is supposed to be for export. How can
an agreement of sale or agreement of export
be considered in point of law or fact that
export has taken place? Therefore, my
colleagues from Gujarat, Kerala, Orissa and
other States have said that not only are the
revenues alfect-ed but there are also many
infirmities in the law. | appeal to the Minister
to consider the very wide repercussions. There
is nobody except the big business houses
which are running export houses will benefit.
This will deprive a large number of coastal
States of the revenue which is their legitimate
due. So far as Maharashtra is concerned, on
this account alone it will be losing Rs. 25
crores.

Another important section is Section 14 of
the parent Act which speaks of the power
given to the Government to declare some
goods of special importance in relation to in-
ter-State trade and commerce. And Section 15
says that they will be levied a tax at 4 per
cent. So far as Bombay is concerned, this
Bombay High crude oil which is a newly
started industry there has got today a potential
of 10 million tonnes. In Gujarat today five
million tonnes of crude oil is produced and In
Assam we produce five to six million tonnes.
Fifty per cent of the Bombay crude oil is
utilised in refineries and used by
maunfacturing industries in and around
Bombay. For this purpose, the Maharashtra
Government Sales
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[Shri S. W. Dhabel Tax Act gives power to
the  Slats Government to tax it at 8 per rent..
Now, under this new addition to
Section 14, crude oil has been :>dded in the
category of declared goods for inter-State
trade and commerce apart from other things.
My friend tvoxa Haryana, Shri Ranbir
Singh,  spoke about other articles.  But
crude oil has also been included.  So, the
Government of Maharashtra will be losing 50
per cent of sales tax, Not only that, the
inter-State sales tax also will be reduced
to 4 per cent In Maharashtra, there are "big
projects like the petro-chemical
complex, which are going to comcj up in the
Colaba District. ~ There are other industrial
complexes which are going to com, P by
using the  crude oil from Bombay High.
There is also ar. ambitious plan for the
development of new industries based on the
oil in Maharashtra. ~ All these programmes
will be affected because one of  the main
sources of revenue is going to be affected by
this  new legislation. Therefore, Sir, it is
very necessary that before we pass this
legislation, it should be considered a5 to
what will be its effect on the States  One of
our colleagues. Mr. D. P. Singn. said that
when the Centre is passing a legislation, he
did not mind if the States lost some
revenue. But (“hat is not a correct approach
to the problem.  Sir, under article 1 of
the Constitution it is stated that  "ndia shall
be a Union of States. Therefore, the interests
of the S™®> Wne @®the real authorities or the
decentralised agencies to run the administra-
tion, should be safeguarded, and it is the duty
of the Central Government to (e that their
revenues are not affected. | am really
sorry to say, subject to correction by the
Minister, that this Central Sales Tax (Amend-
ment) Bill has been brought without
consulting the State Governments and the
Chief Ministers. It has been our c®i vention
to have Chief Ministers' Conferences from
time to time.

I.LRAJYA SABHA]
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On many matter they are consulted. This
matter of sales tax affects Maharashtra,
Karnataka, Orissa and other States. If there
has been no consultation, | will request the
hon. Minister to defer consideration of this
Bill because Chief Ministers' Conferences are
held every month in Delhi and the hon.
Minister can consult the Kerala Chief
Minister, the Maharashtra Chief Minister and
others. If the Bill is passed in consultation
with them, T think this discontent which is
now growing in this matter of taxation policy
will go away. And | think it will go a long
way towards co-operation between the States
and the Centre in this matter.

Lastly, my friend from Orissa, Mr-Sahu,
has raised a very fundamental question as to
why we should export raw materials. This is a
very important aspect of our national eco-
nomy. We are exporlirin; oil. We arsr
exporting iron ore. The best iron ore produced
in Goa or Orissa or Madhya Pradesh ‘is sent to
Japan. And from Japan we purchase manu-
factured goods which are 50 times mor,
costly. We are required to pay very heaviTy
for the same. Therefore, the export policy of
the Government should not be based on the
export of mere raw materials. It should be
based on the* export of manufactured gooda.
On ttfie contrary, the policy should be to con-
serve the raw materials, if necessary even at
the cost of making less exports. The export of
raw materials for the time being may help the
country. But ultimately if raw materials like
iron ore or crude oil are exhausted, we will be
in difficulties. We know what has happened to
the fuel policy of the world. Countries which
have a monopoly in petrol could hold to
ransom countries like India and others.
Naturally in developing countries, it should be
our cardinal principle to conserve raw
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materials and they should not be used for
export promotion. It has been stated in the
Statement of Objects and Reasons of this Bill
that this h3s bee, brought forward to remove
restrictions and to encourage exports | think
this -Bill has got many aspects which have
been discussed by other Member, and which
require  reconsideration, rethinking and
consultation with the State Governments. I.
therefore, appeal to the Minister again: Let
this Bill be deferred a'd let the States
concerned, coastal States like Maharashtra,
Kerala. Gujarat and others Be consulted
before getting this Bill passed finally.
Thank you.

st weq A OF (IFT AIT) ¢
wEIwE STRaery W, % faw
WA Irw FET G ase dww W
mds w0 & P oAz 3o g W
Nt qoft 71 77 & 7 oy arwre
% fgegrma & sl wr fasfy #1
o ¥ fai o o gFad wEEe W
waEn w1 g7 ¥ ¥ oy i 9w
FT 1WA &wy F ey § e ¥ Ay 0@
farga 74T W Fro gegT Fearwar &)
arr w5 fea® @ 1975-76
# 1050 FUT &[T ¥ {702 A% 2¥
§1 afElaz gare  IPTE-OFME ®
qr | fegm it wiAT ¥ 100 0T
FT AATT WG 2% HCAH FAT &,
garsr weer gwmar Aifs @ &
FTAN

MING  ITHATEF FI, WIN
dyceg arare § gfqar ¥ fafaw
ol & grooF agy wadey wfcfzms
L A HEF N WAL A K
frr ot o faely amare €1 a3
F fag | gt ferfe # d=w Asy 2w
gwe @Y arar var g faed ag g f
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%9 a5qai g AiAs s g
T7 ®2z iz FEAHTE WM @
A7 QFdE U T HETR A weAe
TE(G AT17 & 57 HEAWL BT 59787
& ST I97 T, THE FE F gR W
INRT W75 TEETs A WL SHE R
fegearm ¥ wd-s7aedr {a® g
Wiz TG FFTAL & whT |

¥ qa€ 70 g faa aq0 7 &1 fariks
wargi & fzgmad ¥ w15 &
FUT [ TOATF WAC AL qr4T
wtT g5 T A 15 W FAT wY4T
BarY gidi ¥ Al | TH WF WA F
FTIOT GATE 750 & TARATA &% TR A
BATY AW A A qF-aT HIICw WL AR
TR A T IV I F WAL
# FZ  F wEga ) QAT
Fi% A gwre 7w % ug  feqf-
4 FERU ATH WL AW & Q)
01E ¥ fag ov ®5w §21 71 w419y
wgari, e dt AT FEFE F
FTOU ZATE 23 &7 AT F0&5q0 2.
wra: Z1 oS 9r 0 g4 13 | wUT
&A1 &7 Paai FO a0 9% a1 T
T ACE-RLAT FAC T AT U
T OT g% FT wgdl w1 faaai
8 gars AGTAT 9301 THE FTOw
THIT TN F WA A ¥ fagus
a%r wade AT 37 F1 74T | THE
qfrrmexes 0F 576 A1 FAR( wFa-
defte s fazr, RO 7% AT
AW & WA, AT AT gL
TLH T Y A SHEA FT A= TR
#1 ®ifwa w01 & A Tovw qwoff
WA FI s @ ¥ Fag o zav g fv
‘FEIA G4 HE FT U FLH G A A
we  si4Eq( R HIF HAGT | WA
T I R OHMA HI w3 HAA
TFIE BT A FTHTA G RAR
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aga A wifgdi § wwa o § w
T AT HT AT FEE £ KIAY
q@aT wrgar g e o faeft safea &
fga & o wig & fea & 1€ 999
gt g a1 gd faa & feg w1 gafaft
arer wifgq 7 & samar § fF aie
w1 fgg aatafz gwr wfzge 1 36
TFTE A #qA7 %9 & fga & AT O
difeg wadaqirarage o & fga
#t wifr wmar wfge 1 @@ 9%
aw % fga & sma g & faa w1 ama
AT qArfwa atw wdl g gl
qr sgrwar fv oz faa & wew
FOo BT 23 FLT ®IYT FT FET FWT
HqIT WIAE FT 24 FUZT AT A
WrEr FWT AT OFA AFTT { T
HT W FEET WAL BT OAET Frav |
# qoar wear g 1w awa Ae I
A T WTAGAT FIAT E F4T HE WIS
gl w1 waw fgen & wawm i A
ST § 7 FAT WEAH FAOR (T
eATfAT FA A ZT AETT R RGT AT
T AEEH FEAT & AT TATEH TRTTH
gHO  BIE-BIEl &1d § AT ISMT
gfwa &7 & wdi wamar fa gard
faqgg gmT® Wam T A 9T
gmiar Fai ax Ifga g 1 oz e
Uy ATA WSMT A0 AT &30 FAT
g fF agmm s w1 wEae
FHIGH A TlF-HT  CFHTEHT |
faat wiat fRar wiT oare g fimT
# faaaravar fear? g awre & 3w
W ®1 AT CIALHT F
fpamr aqar faar g7 varw gRwT IS
% fagar wear  fmar war 34 W
arat &7 fgrm wure el & awy
g7

SHRI GULABRAO PAXIL: How much

income-tax you are getting from the Bombay
city of Maharashtra?
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SHRI KALP NATH RAI: Bombay is a
city of India. It is not of Maharashtra alone.

AL FT FQF weadem W wrAar
g1 € faegeam &7 oF agy a3
mETE |

e (st st fow)
Y  Fogarq SN, WINHT (AR G
o wr oAz am ad  faffet
wRs F AreAr &, TafAq W AAT
W S TR Fifs )

St wex g T - A A FrdEa
Fomr s g f6 Al & & dew
F e | Fv 14 § Sraa A
Efr po ot i ¥ o ax 4 wfqe
7T R 7 ER AT A 40T Oy
grit we o St F oo g
it 4 gl aaafr fopedas
# wwerar § fr 3w TFT & SEA A
o2 #f azaEr AT TER A
arg & fae wfc A1 & 77 fedaw Fvar
gizar § fr =z e wrwre
F Wi & FWrE Aw A agT A1 qegA)
FT AN ZIAT & WIT TFHTE WY grar
) FWTAW H HHTSAIT HETS AT
angeqr & | O grew § & sgar §
fr wre gw fegee &1 sob awaeat
1 AF FT AR & AT gH w2 e
FTIGIEOA & e & &1 UFE1E FAy
@ifeT 1 w9 TARTE ZEEW &
WIeAW &, AIAT ZEES & wrery
¥ A FT OFEIE F7 g £, IHA
fergeara ¥ 24 qisty ;3 A fag-
TR & 50 AAAT greas 7 9t fa-
= & 50 Sfww Frem eI
& ®1 agran fwemm | WA gTeEe
A A mifgr &1 Fo Fo fawa
Tt Ew FTEr v e 2 1 0w aga
& At greest § gl adt o
Fifeat &1 &1
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feigz & Freflw gy & &7
wagT Ay A 29 A Ay Qe
FIAT FET & I4A AR AW AT FART
T FA1T, A THTFAT G FT BIRA
gFas fas FFar 2 | TaIam # gagg
FT 77 W Frav § sufad g7 o
FT QFGTIZ EH  FIIAST & ATEAR J
Trteg PRar araT =1fgq 1§ #od
fafaa F7ar sean g fv gandr graaw
F oarern 8 w4Y afew 2z 2fEw Are-
qrowA & AreAw A fgegEama w7 ady
ge¢ i F WAL atarT #
Fwar =1fgy, aq9r #n  w4TaT | FATAT
HITH TFFA  FHT HRA HiT AAq
AT Az ¥ wees w1 feqfa dar w1
RT | AT 57 QFAGIE Eraas w/iT
A FrfRms 4 o gd9 @\
& 3w ot #y 7w 2 <@ £, Taww e
15 &1 $LF "y FL Ay awmar fwer
&, waw1 afz g @Masa d fa,
gaRr  fzgeare o1 w-idfaa 399
FTWIHT taT STAAT AT T 45 A FAT
& FT 10 LG A g F oA
fasz &40 HiT  AAQE! FrIAS @
Hi5-13 F7F f@egeary w1 w4 swEed
FT HEZ FL AT |

gufan J7T FeAT & FF ane Qe
#o Tqro 7T ¥z EfEw FrgEg &
arEgn A FANMTF 30 9% 79T Faeg-
wre & 23 71 fawfia w7at Sfen
7@T 771 ArqR faedza &

gU AT, W Hea d  ard
qfrurdh wam ssat  fF oddfac
& QFTIE HT EH wqraT 747 A1 =rfew |
wifgr g 7 fergems &1 wTw
wgEfrie 77 F9% S FAAEET F
TETAT 7 71T HT gl § waAT s
1% AT 7 ATy et Fvat ar | fgegear:
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7 At 1gR 1 gfqar & Az
# fax 3 fr gart 3w & d0frar Az
arst qfwat T FEET Tt # e
fad, woer o, oz aga o fod &
12 & 1| wYwT, danfaar s gfwar &
faareefis qo0Y & A7 wwaw w13
6 3T 777 ¥ Ffifmator qgw @
faate faar &, fored ream 3 feegdam
FY R Hodg € & ) faw T
F1 U-A2 e qaeaE g 7w fefae
TEH FT T AT IH AF AT 99
glar @ g arar i &1 wra A1 gfan
# wq 7T ARFFT 7o wvd a § @
gfaar 7 gFmTHT 97 gt FeT e §
A17 faiass Al srrereE 7o
AfFaq< a9 & a9 97 37 TEEF 97
#1 92 Fea & 7w o # g
wgt FXW A1 gEEr qw ofomw
grm o arvegn fergear ) fefee gg
#1 gfqur & wrFz ® F=7 w1 e
T wifge w7 Ao #1owEgE
FTA ®r FFAT 07 T FvAYy =feg
#, 35999 & 518 wET T A qfa-
ardl XU IITAT VAT § IHAT HRAA
FETE |

METIT  SYNHIEFE  AFIRA,.
mfadt @17 q® %@ FeAr § 7 I
amm@r 57 fomgt gfqar & am & &
Fgrat faar sma | wer gfaar & amare ®
AT A wgT AW | AArAHAT AL A
ooy wmw # Fer fF F feegrars A
SwaT A wOT FAr g fE oo awar
FIT AT FT TN FIA F 4 O
&Y s A7 F1 g w1 fowd e
gt fazsh fafewn 2 0 3 &1 7403
W AT FEA UFRAS AT FOFTO0
fergear #1 faeat 2 1 Al wor AT
frdt &1 U 9, T & Al

- &I AFOAR AT 7 FAw 3 A AT WA
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[t weg g 7T

FTBEIA TIFIX AT 320 FUT T4
¥ ®wA omia frggam & feee
T wRGT F | 3T TAaedy oAt F A
w7 9307 fasf waTadm ase
¥ mrw aeia (AAAT 2 IR FoaT
gy a7 fasre wifeT aifs am s
§ TR 3 AiAT R0 FE JT7 HqeA-
Wi arsry & 3z ao fas M7 2w
IET WA § FAFZ OFTIE OHIH
®TF AT ATAANER | IRAT 3T
TR FT HIGRT A 7471 ZATT (570
g & arae # wEw )

TR IIEANAE  HEET, *47
q OF W FZ T W OFE] |
i ®w 1 I fpegerm owr vE R
& w10 Hwar v ag w9 ® fmrqe
sqnER ¥ fagm, (= F wealae
Wdl, 35 AW §1 Aiwg § (F =gy
T &1 A 77 Fifew #99 w 9|
Z1 1 2, T wigw w4 27§ gina
T i FmA w1 420 fzar g7 ga
Fi Fowa w7 40 Az AT ZEEEiT A
L4-TTARd| RO BT A 46T ZT A
zafaT o ming (935w 2 f gque =947
WM A WIwT ®IF F ATH R ATH(
agdi 8 AT minat e & wiovAi
T oW 3 oR@r W g3 w9 faa——
A1 RIHTR B &) HIA E ITH ATH——
aifs on® o § g7 w99 7 A4q
Fwe aqnm w1 9%, 5% & ogady
H4-TAEGT T GIE AA Fa |

WIENT FiRaeaa wErea, uian
ars w& ag ¥ 2 v gz 3 e
QIRU ¥ WieAW ¥ GARIIE F1 43047
HT AL ZITAA W AMAAIERH
FH | RE OFE RIA 5T &
merm ¥ fear Jq | AN R
ZIIAS ZIRT 297 #1 4 FT TEAF
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T wI fRTImoAMa X7 AT A
TR I Fc A wiin | fgmem
wfArs wIn w0 gAan # wrve § a

37 & fAr Sreves far s 9w T1-
tfifas wr gfaar £ asnd § =7 &
T |

77 w3 F oAog & faa 940 az)
wraart T g MTAeA 2 v faam
TR AAY; wEIfeT TR a9 5% A7
7 oqtdl wva oigin wIifag av
Tfqardt < AT A AT W oA
qi-=geqr w) saqar fawlsT a5 o%
UF 7 afwmar 7 wwwr & 71 a7
1A wTa a gfRa T AT gy

SHRI PRA.NAB MUKHERJEE: Mr. Vice-
Chairman, Sir, | am grateful to the hon.
Members who have made their obs3rvations
on the proposed amendment of the Central
Sales Tax Bill. Sir. in this connection certain
very important and basic issues have been
raised, particularly with reference to the
federal structure of the taxation. Somehow in
the views expressed by some hon. Members it
has been pointed out that by inserting certain
provisions in the amending Bill we are going
to deprive the States of their legitimate shares
and we are debarring the States from imposing
sales tax, which is their prerogative.

I would like to draw the attention of hon.
Members to Section 3 of the amending Bill
which says goods shall also be deemed to be
in the course of such export. Mr. Vice-
Chairman, Sir, you are well aware, as | have
also mentioned in my introductory speech,
that this has arisen out of the judgment given
by the Supreme Court in the case of
Mohammad Sa-rajuddin versus State of
Orissa. Therefore, only at one stage, before
the actual export takes place, the
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State Governments would be debarred from
imposing sales tax. So far as the competence
of the Government of India is concerned, Sir,
it is basically inherent in article 286 of the
Constitution which empowers this Parliament
to formulate the principles which should
govern the sale or purchase of the goods with
reference to import and export and with refer-
ence to inter-State trade. Therefore, the power
defined in the Constitution and the items
enlisted in the Schedule of the Constitution
clearly demarcate the areas of operation of the
State Government and the Government of
India. So far as sales tax relating to export
import trade is concerned and so far as sales
tax relating to trade between various States
within the country is concerned, this is the
exclusive jurisdiction of the Central
Government. That power is derived from
article 286 of the Constitution and we are not
going to disturb it. What we are trying to is
just to formulate the principles of sale or
purchase relating to exports which has been
necessitated as a consequence of a judgement
given by the Supreme Court in a particular
case. As a result of the measures which we are
competent to take and which we are aiming to
have through this amending Bill, certain State
Governments may suffer. | do not rule out that
possibility. 1 had a detailed discussion with
the Members from Kerala not only on the
floor of the other House, but in my room and
in the room of the Prime Minister. | had a
discussion with the Finance Minister of
Kerala. | do appreciate the genuine difficulties
which the Kerala Government will face as a
result of this Bill because th, case of Kerala is
peculiar. Most of the items on which they
were imposing sales tax till today under their
single point taxation system will be debarred
from the imposition of sales tax if this Bill is
given effect to in the form of an Act. But, that
is not the case all over the country. That has to
be kept in view. Multi-point taxation system
or sales tax at the point of last sale or purchase
immediately preceding

796 LS—4
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export is not the same all over the country.
The cases in which the point where taxation is
levied is not one and where the multi point tax
systems are there, do not fall within the
purview of this amending BilL The State
Governments are not precluded from
imposing sales tax at those levels. They are
fully entitled to do it. We are not touching a
single power of th, State Government by
amending the provisions of the Central Sales
Tax Act. What we are doing, we are entitled
to do. We are provided with that power by the
Constitution under article 286. It is necessary
as a result of a judgment of the Supreme
Court. Why is it necessary? It is necessary
because of the judgment. | would not like to<
quote the figures. | quoted them in the other
House. Whatever some of the hon. Members
might have said, even in the case of some of
the traditional commodities exported from
Kerala if we make a comparative study
between the volume of trade between 1974-75
and 1975-76, we will find that there has been
a reduction. Sometimes we talk in terms of
value and sometimes we talk in terms of
quantity. We may have higher appreciation in
terms of value because of the inflationary
trends in the world markets. But it has been
reduced in terms of quantity. Therefore, it is
not , fact that these are th, items in which we
have a monopoly. It is wrong to say,
therefore, that even if we have sales tax and as
a result of this incidence of sales tax, the
exportable price becomes more, it will not
affect our export trade. 1 am unable to accept
that position.

Secondly, | could have considered their
suggestion about making a provision in the
Bill which would enable the Government to
exclude certain items from the purview of the
amending Bill. But the law is very clear on
this point. We have obtained the advice of the
Law Minister not only now but in a similar
case in respect of aviation fuel. The inter-
pretation of law made by no less a person than
the Law Minister of the
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indicates that we cannot make any
discrimination in this respect because it is the
Parliament which formulates the principle
which will be a guideline t, us. Sir, I would
like to quote a few lines from those
observations because it is important, and
somebody has the impression that if the
Government so desire, they ca, make that
enabling provision which would help to
exclude certain items.  Sir, | quote:

"The proposed amendment to the Central
Sales Tax Act is rentable to power
conferred on Parliament by article 286 (2)
of the Constitution. This enables the Par-
liament by law to formulate principles for
determining when a sale or purchase of
goods takes place outside the State or in the
course of import of goods into or export of
goods out of the territory of India.
Parliament can formulate general principles
which can be applicable to ,ll sales and
purchases but it would not be open to it to
lay down a principle applicable only to one
commodity or a class of commodities."”

Therefore, in that context, Sir, perhaps, we
cannot insert a clause which would enable the
Government to take out any particular
commodity or a class of commodities from
the purview of this clause.

Sir, regarding the declared goods, certain
hon. Members and particularly the lady
Member from Gujarat took a very strong
exception. | am really surprised, Sir, that if
this view is taken, | am sorry, the whole concept
which we are  developing will be shattered.
Is it because of the fact that certain public sector
projects are established in certain areas as a re-
sult of which, a certain' amount of imported
materials will come there and which will be
manufactured or processed there, and because
of certain economic reasons, at the cost of the
exchequer of the whole nation, that they
would like to impose sales tax, which affects
the entire economy, on that particular
commodity, as they
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like?  So far as crude is concerned, Sir, the
total sales tax imposed by the Gujarat
Government was in the order of 8 per cent,
and when we wanted to bring it as 'declared
goods' —and the sales tax will be reduced from
8 per cent to 4 per cent—we took into account
what would be the total deduction.  There is
no denial Of the fact that as a result of that de-
duction, they will get less sales tax. But the
amount of royalty which they get will be much
more. | would just like to quote the figures for
the information of the h°"- Members. The
additional royalty income which they get would
be Rs. 10.80 crores, and their deduction in
sales tax would be Rs. 4.80 crores. Therefore,
there will be a net gain of Rs. 6 crores. | wish
that if this formulation could have been
applied to many States, instead of criticising
the  Government  for this policy, they
would  have welcomed us and they would
have congratulated the  Ministry. Perhaps,
the hon. Member has not realised the problem
in its proper  perspective. We shall hav, to
keep it in mind. It is true, it is an important
area where the State Government can fall back
upon, and the State Government can enhance
their resources.  But, Sir, in the principle of
taxation, there are certain limits beyond which
we cannot go. Out of your own experience,
Mr. Vice-Chairman, Sir, yen are well aware
that in certain areas, some distortion has taken
place so far as the sales tax is concerned, as it
was very correctly pointed out by Mr. Laksh-
mana Gowda. If you impose sales tax at the
paddy stage, then at the rice stage and then  at
the cooked food stage, the total incidence
that will be passed on to the consumer would
be detrimental to the interests of the
community. And this has to be kept in mind.
Sir, Mr. Chaudhary is not  here.  As you
know, Sir, in this country, there is not a
separate class as a consumer or a producer. A
producer of a particular commaodity is the
consumer of all the rest of the commaodities.
Therefore, there is not a single person in this
country who is not a consumer of a commaodity
ora
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class of commodities. Therefore, Sir, if such a
distortion takes place, it would be the
responsibility of the Government of India to
take jt into account and come forward with
remedial measures. What we have done is
just that; nothing more and nothing less.

Som, hon. Members have suggested the
postponement  of the discussion because we
did not discuss with the State Governments.
We did. We discussed with the various State
Governments at the officers level. On
certain  other items | myself took it up,
particularly in regard to rice and paddy. We
took up the matter with the Chief Ministers
and the Finance Ministers. Some of
them  agreed. Some of them did not agree.
And, this is not merely a question relating to
these particular items. It is known to you that
some of these items have been discussed for
almost five to six years. Babuji as Food
Minister has taken it up with the State
Governments. It has been taken up in the
conference of the State Chief Ministers. It
has been taken up by me or by my
predecessors so as to bring about some
amount of uniformity in the elements of sales
tax. The problem is even in respect of the
Delhi Sales Tax Bill.  Perhaps you will re-
member that the provisions of the Delhi
Sales Tax Bill are to some extent
contradictory to the interests of the
neighbouring States and it would be our
effort to see to what extent we can narrow
down these contradictions and bring about
some amount of uniformity.  Efforts in this
direction are constantly being made and the
views of the State Governments are taken
into account.  But that does not mean that if
they oppose and yet we find something is
justified  we shall not impose that.  After
all, at a certain stage we shall have to arrive at
some finality. Otherwise what would be the

effect?  Even Mr. Kalp Nath Rai and Mr.
Lashmana Gowda very rightly demanded
that more and more goods should be

canalised through public sector institutions
like
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the STC but as a result of the judgment of the
Supreme Court even the STC will have' to pay
the sales tax and after all from where will the
money come? It will come from the public
exchequer. Therefore we shall have to take a
total view. | do agree that there will be some
difficulties as a result of the provisions of this
enactment in respect of certain State
Governments, particularly Kerala. But by
amending the provisions of the Central Sales
Tax Act and not by discussing the provisions
therein that problem cannot be sorted out.
This is basically , question of resources. We
have to see how we can provide alternate
sources. What could be th, formulation? In
what way they can be made good of the losses
which they are incurring in this particular
area? That is a maiter and a larger issue which
shall have to be taken into account and, as 1
hav, mentioned on an earlier occasion on the
floor of the Lok Sabha, this matter will have
to be considered by the Planning Commission
and the Ministry of Finance in consultation
with the State Governments. Therefore, this is
a problem which we shall have to take into
account. The hon. Members mentioned that
we fie depriving the State Governments of
their revenue. Here, Sir, 1 would like to
submit most respectfully that after all it is the
Government cf India which has to meet the
responsibility. It is true that sometimes we try
to bring about some amount cf discipline
either by putting restrictions on overdrafts or
by requesting them to confine themselves to
the ways arid means positions which has been
prescribed. But when a State

incurs a huge deficit after Il no State is being
declared insolvent. We have to find out
certain resources, we have to find out certain
alternatives and we are making that exercise
constantly. But unless arid until we bring
some amount of fiscal discipline, | am afraid,
Mr. Vice-Chairman, the results which we
have
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been achieving and which we have achieved
on the economic front will b, lost. That is why
this is a serious problem. No doubt the
problem of ways and means, of finding
alternative resources, is a peculiar problem
with special reference to Kerala because of its
tax structure at the single point level.
Therefore this matter will b, looked into. The
next Finance Commission is being set up. |
hope they will also consider it and the
problem would also be tackled by the
Planning Commission and the Finance
Ministry in consultation with the State
Governments. Therefore, | do not feel that
there is much need to be alarmed, which
requires the postponement of the discussion of
the Bill or to make an enabling provision in
the Bill itself so that we shall have to take the
opinion of the State Governments. Their views
have been taken into account. They have given
particular views and reasons for those views.
To whatever extent it was possible for us to
accommodate those suggestions, we have
done. But to the extent to which we could not
do, most humbly and respectfully 1 may
submit, Sir, that it could not b, don, and their
views could not be accommodated.

Sir, certain other issues have also been
raised. Strictly jpeaking, those issues do not
come under the purview of the discussion on’
this Bill. Now, whether we should have a
policy of export of raw materials or of
finished products, is undoubtedly a larger
issue. | would only submit that nobody wants
to export raw materials if they have the
capacity to convert that raw material into
finished goods. But with it, the larger
questions  of  resources,  capabilities,
infrastructure, level of industrial development
etc., are intimately connected. Therefore,
formulating a policy like that—we
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should not export raw materials and we shall
export finished goods—may sound very nice
hut to some extent, it may be unrealistic if we
do not have the necessary supporting infra-
structure to convert the raw materials into
finished goods. That too has to be kept in
mind. However,, this is a larger issue and,
strictly speaking, it does not come within the
purview of my Ministry.

"With these words, Sir, | hope that | have
covered th, salient points which the hon.
Members mentioned. | hope that they will
give their unanimous approval to the
provisions of the Bill. Thank you.

THE VICE-CHAIRMAN (SHRI
LOKANATH MISRA): The question is:

"That the Bill further to amend the
Central Sales Tax Act, 1956, as passed by
the Lok Sabha, be taken into
consideration."

The motion was adopted.

THE VICE-CHAIRMAN (SHRI
LOKANATH MISRA). W, shall now take
clause-by-clause consideration of the Bill.

Clauses 2 to 9 were added to the Bill.

Clause 1, the Enacting Formula and the
Title were added to the Bill.
SHRI PRANAB MUKHERIJEE: Sir,. |
move:
"That the Bill be returned.”

The question ivas put and the motion was
adopted.



