
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 fiiicncc aau policy.

The study of Information System and Evasion 

of Sales Tax in Tamil Nadu was entrusted to the 

Institute by the Secretary to the Government, 

Commercial Taxes and Religious Endowments, Government 

of Tamil Nadu in mid~l9 8 1. The work on the project 

was largely carried out by Dr. M,C. Purohit under the 

guidance and supervision of Dr. R .J. Chelliah. An 

Interim Report was submitted in February 1982. The 

Final Report, which was .submitted in December, 1982, 

also incorporates the main recommendations contained 

in the earlier report. The two Reports have been 

jointly prepared by the two authors.

A study team conducted market surveys to 

estimate the evasion of sales tax with respect to 

two selected commodities. It is hoped that the 

findings of the study team would help the Department 

to have a better idea of the magnitude of sales tax 

evasion in the State. The comprehensive analysis 

presented in the study of the system of sales tax, 

the discussion of the means of rationalisation of the 

tax structure and the suggestions .for improving the 

Information System, it is hoped, would be found 

useful by the Commercial Taxes Department.



The Governing Body of the Institute does not 

take responsibility for any of the views expressed 

in this Report. This responsibility belongs to the 

staff of the Institute, and more particularly to the 

authors of the Report.

New Delhi R J CHELLIAH



We wish to express our thanks to the officials 

of the Department of Commercial Taxes and Religious 

Endowment for the warm hospitality and courtesy extended 

to us during our stay in Tamil Nadu. We received 

excellent cooperation fror 11 the officials concerned 

through all the phases of the study.

We wish to record our deep appreciation of the 

help given by Shri P.V. Venkatakrishnan, the then 

Secretary to Government, Commercial Taxes and Religious 

Endowments Departments, Government of Tamil Nadu, and 

by Shri B. Vijayaraghavan, Commissioner of Commercial 

Taxes, Madras. Among the other senior staff members of 

the Department of Commercial Taxes, we greatly benefited 

from Shri R. Satapathy, the then Deputy Commissioner of 

Commercial Taxes (Enforcement), who not only extended 

help whenever we approached him, but also spared much of 

his valuable time for extended discussion with us. He 

also made necessary arrangements for the Study Team to 

visit checkposts. We would also like to specially mention 

the help received from Shri A.K. Rastogi, Joint Commissioner 

of Commercial Taxes (Adirri ni strati on); Shri R.V. Sundareswaian, 

Deputy Commissioner of Commercial Taxes (Drafting Cell, 

Headquarters); Shri Bindu Madhavan, the then Deputy 

Commissioner of Commercial Taxes (Enforcement), Madurai; 

and Shri M.S. Ramanathan, Deputy Commissioner of Commercial 

Taxes (Administration), Madurai. Besides, quite a few 

persons from the enforcement wing, Madurai, helped the 

Study Team in a variety of ways. These include, Shri 

S* Savarkar, Assistant Commissioner; Shri Muthuveeru, CTO;



Shri Krishnan, DCTO; and Shri Mancharan, ACTO. In 

addition, Shri Gyanaya, Assistant Commissioner 

(Checkposts) and the officers at the checkposts rendered 

valuable help by accompanying the Study Team in their 

visits to the different checkposts and explaining to its 

members their working, etc.

The Study Teaiu derived great help in studying 

all matters relating to the structure and administration 

of sales tax in the State from Shri K.V.Dharumarajun, 

Deputy Commissioner of Commercial Taxes (Statistics and 

Research) and Public Relations Officer, Department of 

Commercial Taxes, who. .waŝ  the Liaison Officer with the 

Institute for the purpose of this study. The Study 

Team is indebted to him for valuable assistance in the 

collection of data and in planning visits to different 

places in the State and for making arrangements of stay 

of the Study Team. It was owing to his personal care 

that the work of the Study Team went on very smoothly.

We are greatly indebted also to Shri Govindarajulu, 

Deputy Director (Statistics); and Mr. Alphones, Systems 

Analyst, for helping us understand the problems relating 

to the commodity surveys and the commodity-wise 

statistics, respectively. Shri B. Gopalan, Assistant 

Commercial Tax Officer, who was deputed to work with the 

Study Team of the NIFFP had very sincerely helped us in 

collecting data from different sources and contacting 

various offices in the State.

We wish to express our sincere thanks to 

Shri M. Raghupathy, Commissioner and Secretary, 

Department of Transport, Government of Tamil Nadu who 

directed some of the Transport Corporations in the State



to allow us to obtain published as well as unpublished 

data for the use of our st'dy. Our thanks are also due 

to the Chairman and the Managing Directors of all the 

Transport Corporations of the State who supplied us with 

the necessary data.

We wish to place on record our deep appreciation 

of the help given by the Secretaries of the regulated 

markets, the cooperative societies and the other organisat

io n s  related to oil seeds in the State* We shall be 

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

we have received from Shri Ramachandran, Director of 

Industries; Shri Ram Chander, Chairman, Tamil Nadu Small 

Industries Development Corporation; and Shri K.P, 

Geethakrishnan, Chairman, Small Industries Promotion 

Corporation of Tamil Nadu, who have enlightened us about 

the interaction of their Departments with the tax 

department.

Last but not least, we would like to thank the 

Commissioner of Statistics, who made available to us a 

large amount of information on the economy of the State 

and also got prepared a separate index of commodities 

subjected to the sales tax.
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