7. REFORM OF THE STRUCTURE OF
SALES TAX—II

1. Introduction

One of the terms of reference requires us “to examine the
factors which should be taken into account in determining the
rate structure of sales tax in Delhi and to consider whether any
changes are needed in the existing rate structure.” In this chap-
ter we will address ourselves to this task, keeping in view the
changes in the structure of the tax we have recommended in the
previous chapter.

2. Rate Structure

As indicated briefly earlier, under the DST, there are nine
different rates of sales tax ranging from % per cent to 40 per
cent —%, 1,2, 3,4, 5,7, 10 and 40. Some goods are exempted
altogether from the tax. If one excludes the last category (40
per cent) being applicable to “any food or drink served for
consumption in a hotel or restaurant or part thereof with which
cabaret, floor show or similar entertainment is provided”, on
the ground that it has not been really implemented (duetoa
Supreme Court decision), there remain eight rates. To what
extent these several rates are necessary, is a question that needs
to be examined. Before we do that, it may be useful to compare
the rate structures of sales tax in Delhi and in neighbouring
States.

The sales tax rates in Delhi are generally lower than in the
adjoining States, namely, Punjab, Rajasthan and Uttar Pradesh.
Table 7.1 presents a comparative picture of the rates for diffe-
rent commodities. Some food items, for example, cereals,
pulses, atta, maida, suji, bread, cooked food, achar, murabba
(except when sold in sealed containers), are exempted in Delhi
while they are taxed at 3 to 4 percent in the neighbouring

States. A few other food items also are taxed at a rate lower
than in the neighbouring States; for example, biscuits, cakes
and pastries are taxed at 7 per cent in Delhi, while they are



Sales Tax System in Delhi

126

dq Sd¢ qd g d ysig "o
q q I | d qd d 1B "q
q q q q q q 5337 ‘¢
ysy pue jeow ‘sg3g ¢
S401 ST S1L S18 STIL say|jef ‘ope[ewrew
‘swel ‘soones ‘s3[ya1d urpnjoul sa[qeadaa
pue s)IJj paasasaid 10 pauued ‘passadold ‘q
q q q q q qa §9]q©)980A pue S)INIJ s '®
$91q®)a39A pue SHNIJ °¢
STv S40T ST1L-0 STIL S18 SIL salnsed pue sayes ‘synosig °q
Sy SAT STIL STIL S8 qd pealg ‘e
syonpoad L1ayeq T
Sdy sdv (STY s1¥r STH a (23
‘Ifns ‘eplew ‘epe) spnpoid [ul ulel) °3
ady Sd¥ STY sty ST g sesnd °q
afy  saer s sahr oSTH e (o
‘remel ‘ealeq “Aspieq “1eayMm ‘901) S[BAID ‘B
sos|nd pue s[ea1d) |
u.&.v.:.-vs %Qak ‘1
@) 9) ©) ® €) @) m
(¢8-6-0€) €8-L-1€) (£8-p-05) (28 "1°0) €841 (€861
YSapig ysapvdg
41N uvysolvy  qofung |oyovWwlH vuvdiv gy wlaq

soyu)s SunnoqySaN dYy) pue YL Ul XB], SI[ES JO AINPNNS

IR SCAAR



127

Reform of Structure—II

pruo)

dd8 S48 STIL STIL ST18 SIL mo 11
ddy d STIL q q ST1L 1edns respueyy “Qf
d d g q qd q Jedng ‘6
d q = g d dq e '8
S49 S48 ST1L STIL S8 STIL $20U9ss3 SUIINOAR PUB AIBUI[ND °L
S49 S48 STIL STI1L S8 SIL sPYylo 1
S49 S8 STIL STL S8 STL (spaasuyuIno) vJdf Y
S49 Sd8 STIL STIL S8 STIL (1opueni0d) erueyq °3
Sd9 S48 SIL ST1L S8 ST1L (wowepied) W1 °J
S49 S48 ST1L S1L S8 SIL (9A0]d) Sueae] ‘o
Sd9 S48 STIL STIL S18 ST1L Suuung, p
Sd9 S48 STIL S1L S8 SIL 1addag o
S49 Sdy S1L S1L S18 STIL pulrewe], ‘q
S49 S8 LdL STIL S8 SIL Ay ‘e
39 ‘soo1ds pue s)udWIPUO) °9
S49 Sds STv SIL S18 STI¢ Y{IW Pasudpuod pue pooj HIW o
sd9 Sds STp STL ST8 SIS Jopmod J|IN ‘P
S48 Sd STL S1L S8 SIS (eAoyy ‘“Jonmq ‘2ay3 1sap) pauuny
10 payord ‘passadod uaym sipnpod YIA 2
449 Sd¢ STIL-¥ STIL S8 »S71S-¢ (G2
a3y3 ‘eAoyy ‘wea1d ‘J913nq) pauui} 10
payord ‘passaooid jou uaym spnpoid YA "q
d q d d 4 Isse[ pue [yep YN e
syonpold Lieq S
S48 Sd01 S1L STIL S18 SIL ysy pue jeawt
passaooiad J0 pauued ‘passadold ‘payoo) ‘p
03] 9) ) §2) (€) @ §))




Sales Tax System in Delhi

128

‘pruo)

S48 S48 N4 S8 SdL WedId-30y LT

S48 S8 S1L S8 SIL sjnumayse) ‘9g

S48 S48 SIL S13 SIL 'ido) 67

S48 S48 S1L S1L S8 SIL SAIBP 1M PT
S48 S1L ST18 ST10v Moys J00y 10 ja1BqE JO dWN}

sy} je parjddns yurp pue pooy Jo s3Iy €T

SA49 S401 S1L ST1L ST18 S1L snnyy L1q ¢
S48 SIL i q (seyiny ‘seqrered ‘spnedeqd)

STH s4S STL q STL *8:9—po0j paxyoo) ‘1T
STh S4s a1 q d ST (stemiey 4q

paiedaid A[11eUIPIO S3[O111B)—S)1BIW-139MS 0T

SA8 Sd8 STL S1IL S18 SIs KsuoH -6l

SJ01 S40% SdL SdL S48 SdS o9y3 nedseuep "8

SAY S48 S1L ST1L S8 Sd¢ [fo 1ang L[
SAY (e (Y S1L STIL S19 NS (S wnipaw U002 e se pasn S{10 1dYI0 °§
Sdv SAS S1L ST1L ST19 Sd¢ [to paasadey -2
Sd¥ S401 SIL SIL S19 Sd¢ [I0 JnUOd0) °p
S SdS§ STIL S1L ST19 SIS 1o 13uln o
Sdy sd¢ STIL ST1L ST19 SIS 1o pIeIsuiy "q
Sdy Sds STIL STIL ST9 SIS [10 JnUPUNOID) ‘B

83 ‘s[1o 9[qIpg ‘91

S48 S48 SIL SIL S8 S1L £10014D "G

S48 S48 STIL SIL S18 SIL POD Vi

SA8 S48 ST1L SIL S48 ST1L BL tl

Sy sS40l S1L STIL ST18 STIL 9)8[020Yd pUE B0OJ0D ‘AI2UO0I399jU0)) 7]

W (&) () &) ©) @) )




129

Reform of Structure—II

PHOD

S49 Sd¢€ ST STIL SIT S18-C SqusuLIDD appuwdppay A
Sdy-d d d g q soLIqR) UD|[OOM pUe soLIqe)
opEWUBW ‘SO1IqEJ UO0JI0D JO SAPUIBA [V 7S
S48 S8 STIL S8 SIs s3eq 1peyA v
S48 S48 S1L S18 ST1§ YJO[d SEAUERD JO OPBW SPOOD 't
S49 S48 STIL S'18 STIL selnjoejnuew N[ 7
Sd8 Sd¢ ST1L STIL S8 Sde solqey qIIS T
sopuxal "Al
d40T S40T - - - wnidQ 2
STP1 S40T — - — eluen 'q
STVl S40¢ - - - Sueyq e
so1j0018N ‘T
S49T SJ01 Sd01 SAST ST10C ST01 139¢ 'O
$99C  Sdo1 SJ07 S4ST $710T sT01 TTJINI pue 10nbr| udrIoA *q
q S409 q q S0l 1onbry A13uno) B
zonbr °I
spupazxoul 111
sd8 S48 ST1L ST1L S8 Sd¢ 1 T
S4TI S4TI S401 S0t S48 S1L J91eM PIIRISE puR YULIp 3JOS ‘|
sagvaanag *11
Sd9 S48 STIL STIL S8 SIL so[o13le pooy P_YIO "0
S48 STIL S8 d SI2UIBIUOD
pajeas ur pjos uaym 3daoxd BqQqeRINW PUE IBYIY ‘67
S48 q STIL S8 STL peded 87
(L) (9) (9) @) ©) © N

-
- R e



Sales Tax System in Delhi

‘pruo)

S48 sds ST1L ST1L S48 S-Iv dpelwipuey Uy PYIQ ‘T
S8 q S1L Sd8 a apewpueH ‘[
s X1

ST¥ Sd8 ST1L STIL S8 d [eodIRY) *f

Sy q SIL ST1L S8 El poom-alg ‘¢

S48 S48 SdL SI1L S48 SdS (DdT) sed Sujoo) ¢

S48 S48 SdL SIL S48 Sdg ELLENE) B
Swiajy [ang UQ@E&QQ ‘TUIA

Sd8 sds SI1L STIL S8 STIL (sdew

PUE $3X0Q JUIWNIISUI ‘SY00GIJOU ISIDIIXD

S1uapnys Juipnioxd) sajonle KIouonels 13y)Q -9
S§49- oS8 d S1L-0 +S19 El sjuapnis
£q pasn ‘*039 ‘syreyd ‘sdew ‘saxoq juawr

-DIISUT $Y00Q SUIMEBIP PUE ISIDIIXD ,SJUdpNIg ¢
S48 S48 STL STIL ST18 STIL Sudg
Sd8 g d d d q syoog ¢
Sd8 (= £ SIL STIL ST19 S1s s|1ouad painojod pue sjiouad pea-yorlg ‘g
S49 S48 SdL ST1L S48 SIS Spuiy [[e jo Jaded |

Sa[oljay daauolvis piun SYy00g “ITA

S48 S40T1 ST101 STIL STI¢l STIL-S $poo3 sy10ds pue §1[3q 10Y1BaT ‘¢
S8 SA8 SIL S1L S8 STIL-S 189M100] ‘T
SA7I-8  S40I ST0I S8 STl ST0T1 (spoo8g sytods

pue 3[3q ‘1am100) Su1dadxa) spood soyjesy |
ADIMIO0] PUD SPOOD 13y I1DIT A

130

@) 9) (<) » ©® © (1




131

y2ille)

mm“% mmnwﬁ S101 ST161 STl ST01 “5ja “EDIULIOJ ‘EOILIUNS OYI] $333Us ParRUIUET] S

101 8 SIL S1L S8 ST0I $19d18d U|[00OM JO SPUIY JOYIO {[V °q
SdTl S10I ST0T ST ST101 sjodied oI "B

SHTI Sd0T S1I0I  ST0I STCI ST01 wWeoy o1AYUAS I2Y10

J0 weoy onseyd 10 19qqnt WOy dpewW SI[dNIE
19430 pue sassaljew ‘smoj[id ‘suoiysnd ‘s}a3Yyg ‘¢

SdTr SdT1 ST10I ST0I ST ST101 syelrwe
pue sajes Surpnour dnjuang [393s pue U0y g
S401 Sdol ST101 S18 STTI ST0T y P omﬂ:ﬂEE USpPOOM ‘I
ssutysuang pup aanguang “1X
SATI-8 Sd0I ST01 ST101 STCIH ST01 *272 ‘ysniqarey
‘surd Irey ‘squiod €89 ‘Saolie 13[103 PYIO 6
Sd8 S48 STIL STIL S8 SIS ysijod joog °8
S48 Sd01 SIL STL STCI SIS sape[q lozel pue siozel A19JeS L
Sd9 S48 STIL S1L S18 STS s|eld eW Surysem
19130 pue sjuadioop ‘sdeos Surysem 9
S401 S101 STIL STIC ST101 1ieqredy ‘dooyq s
SdTI-8 S401 STL STL S8 SIS Iopmod
-1001 ‘@9)sed-y100} ‘ysniq-yjoo} ‘deog f
SdT1 Sd01 ST0I - ST0T ST ST01 oodureys ‘|10 Jrey ‘soruoy
Irey ‘wedls Jiey Suipnioul ‘s3[dIIe O[O0, ‘¢
S4TT S401 S7101 ST01 ST ST0I Apwng g "7
SA¢Cl Sd01 S101 ST01 N 4 ST101 SOPWSOY [

$2]0114Y J2J10,[ pup Sa13auis0) *X

Reform of Structure—II

@) (¢)] ©) ) €) @ m




Sales Tax System in Delhi

132

‘pop

sdci Sd01 10l S101 ST <101 sigpnooulyq ¢
suied aleds
pue sa110s5200® ‘sjuauodwod dsrydesojoyd 'y
sjeorwayd orydeagojoy o
Jladed °p
soje[d pue swyi{ ‘o
SOSUd °q
S198IB[Ud pue seJowe)) ‘e
(e SAdT1 SO <ol S171 < sued aieds pue S9LI0SSaA0L
‘sjmouodwod (Juowdinbs pue swy snjeiedde
{e1-X Suipnjoxs) sjuawdinba oiydeiSojoyg ‘g
suoqres ewaur) ‘§
swiid °J
SISUSY *d
juswdinba orydeiSorewaurd jo
$911088200® pue syuduodwod ‘syied aredg ‘p
juswdinba
uionpouadas pue uipiodas punog o
s10309l01g °q
selowe) ‘e
STl SdTI S7101 S101 1 | S101 utpnjour juswrdinba orydeisojewour) -
$2]gpanQ 421unsuo) 11X
S719 ST16-T ST S1L-T S1T ST SIUSWEUIO 19A[IS put pjoH ¢
adi sd1 ST S1% S1% S1% a19ads pue uoyjng |
424115 puv pron 11X
) 1)) () ) (€) ¥4] 4y




133

Reform of Structure—II

P10

SdTI S401 sT01 S101 SIC1 ST101 (*932 ‘s9x0q 10 $33ONq
«g+o ‘sInl orwiay; ‘sdsouriayy uipnioul)
JO319Y3 S[[yd1 pue Spupy [ JO SYSey WNndBA ‘61
S401 S4dT1-01  STOI S101 ST S101-L suoods
pue sylIoj ‘saajuy Suipnjour L1910 dqeL, "8l
SATI SAST ST101 S7101 ST1CL S0t s10jySi| pue sosBd 91131ed) i |
Sdrt SdSI-CT  S40I Sd0T1 SATI ST101 JO2101} SAL108S300¢E puk
syusuodwod ‘syred aieds pue uonjunwiwe pue
5]03S1d ‘SIOA[OARI ‘SaPIL Surpnpoul swie [V 91
sdci S401 ST101 STICE g (1 s1)ImadAL “S1
Sd01 Sd01 S401 ST101 STICI ST101 sa110ss900¢ pue syied a1eds ‘sjusuodwrod
pUe SISWI) [EOTUBYOIW PUE SIYOIIMS W}
9113092 ‘SoyoIeM ‘s2031d-aW) ‘SO IV "I
sd0t Sd01 S101 S8 ST1Z1 S101 A1930015 Suipnjoul aremeuryd ‘€l
SATI S401 ST101 S8 R tal S101 a1emuayjIes paze[o ‘Tl
sS4t €401 §7101 S8 STIC ST10% QI9YMIS[d
pauonudw jou sse|s Jo spew spood [y {1
S48 S18 ST1L STIL S8 SIS sse[8 jo
Jpew sjudwnIsul pue snjeiedde oy13udds 01l
Sd01 Sdy STy ST18 S18 SIS so[3ueq sselD ‘6
S48 S48 STIL S8 SIS sIojoWOWIdY |, ‘8
S48 S48 ST1L S8 S8 SIS sagursfs [ed1ul) L
S48 S48 STIL S8 SIS sfauwiyd uIdjue[ JuedNH 9
Sd8 S48 STIL S8 S18 SIS sasud[ [eonndo °§
SAU S401 S101 ST101 STl ST101 sosse|3 e1odo pue sadoosIPL ‘¥
) © © ) (€) ) 4]




Sales Tax System in Delhi

134

yZi00)

S49 SdsS SdL ST1L S48 Sdg suoyvindaig
10213n200UADY T puv SIUIIPIA ‘SEndq - AIX
S48 S48 S1T ST ST1T ST1 SISA0D 13O0 B[[31qQUN IPEWAPLBIY ‘g¢
Sd8 S48 SI1L ST1¢C S18 STI¢ SE[[3IquIN) “L¢
S49 S48 STIL S18 $18-C (19400 3[10D) sye(IT lezey -g¢
SAT1 SATT STIL STIL S8 Sd01 $2Yd3eW PIINOJ0d SUIPN[OUL SYIOMIIL] “¢¢
S48 S48 S7T101 ST101-L ST S1L-S sadueIsqNs Jejlwis Jo spew
8po03 pue spood 931jaxeq plo[n|[ed ouseld pg
SH0T S401 S401 ST101 ST S1L sloje|nquielsd ‘¢¢
S48 S48 SIL S18 S1L SIPWIBH (¢
S48 sd¢ S1L STIL S8 SIL S3[0134® A10A] *1¢
S48 dNE ST1L S8 S1L spuoluer -og
S48 S48 SIL S718 S1L [9918
SSAUIEIS JO SPBW SOY) UEY} I3YJO0 S[ISUdY() 67
S48 S48 S1L STIL STICI STIL syusawnnsul [eoISN g7
S48 S1L S18 S1L spnpoid 110D 4z
S48 S48 STIL S1L S8 STIL S9A0IS 97
Sd8 S48 STIL S1L S8 STIL saufysew urmag ¢z
Sd8 Sd8 S1L S1L S8 S1L s)red )1 PUB JOYOOD dInssarg b 74
S48 S48 STIL S1L S8 S1L dIeM-JRIW [BIUSWERUIQ ‘g7
sS40l SATI ST101 S7101 STCL ST (tueld pue L1puIydew |RLISNPUL JO s)ivd
40 sjuawInIIsur |ed13Ins ‘sdpe|q ‘Jozer
Kya)es urpn|oxa) 19318 SSIJUIE]S JO saponIy ‘gz
SAT1 ST S101 ST101 sacI ST101 SSTINSIWOP 10 [BUOSIA JO SI[OIIIE pUL sIng ‘|7
Sdz1 SATI S710f ST101 STCI ST101 un 9|8uls © sk PlOs 33s o1udlg (g
03] 9) (9] (2] (€) © (1)




135

Reform of Structure—1I1

S49

‘pruoy

Sdv ST-C STI ST19-p NS siaed aaeds s)1 pUB SI9jIe)) PUR SIOOBIY, *C
SA8 S48 SIS STIL S48 SdL syted a1eds pue
SOLIOSSIDO® ‘saqn) puek $2IA} SI pue sAPPL) v
S401 S401 sdor1 S101 SdTI S10T syred a1eds pue sjuouodurod
$9110$S909% 119} puk §933310)J0W ‘§139)0008
1030w ‘SUOIIBUIGUIOD I19Y} PuE SI[0Kd JOJOA "€
S401 S401 S8 SA01 $aqn} pue $I4} 1030 T
ST01-8 sdor Sd01 S7101 sdet S7101 sued
pue sjuauoduiod ‘sar108s3d0e ‘Sa[OIYIA J0J0I |
uawdmpzg jaodsuviy "TAX
S48 SdT1 ST1L S8 STIL W) 9
S48 S48 STL $18 STiL sadid 1D *p
SA8 S48 ST1L S8 STL sadid HHY o
S48 S8 SIL S8 SIL s1oynys Suljjoy ‘q
S48 SH01 STL S1L S8 STIL poomA|d "B
S4CI S401 ST101 S8 S1¢l ST01 sSuiny pue spoos Lienueg ‘g
S48 STIL S8 Joded jiem "L
S48 sS4zl S7101 ST101 ST1CI ST101 $3J13 dOTESOW pUB
‘sa[13 wnajIA pue paze|d Juipnour sad4y [[e-s3[LL ‘9
Sd8 STl STIL STIL S8 ST1L $199Ys dWI[ ‘$139Yys $01SAQSY S
Sd8 SJTE SdL SdL Sdz1 SdL JuuURY Y
S48 S48 ST1L SdL S18 SdL Ise|[eq YolIq pu® sjeq-}dlg ‘¢
S8 SdL STIL SdL S8 SdL sYonQ-3I14 T
Sd8 S8 SAL SdL S48 SdL syoud 1
stz Suiping *AX
03] () ) (2] ) @ m




Sales Tax System in Delhi

‘pruo)

sS4t S401 S'I0L ST0I STICE ST01 sited aieds pue
$311085300¢® ‘sjuduodwod 113y} pue saulydew

Surssaappe pue Sulyues) ‘Suryound pied *3un1d)

-s18a1 yses ‘Junpenojeo ‘Surnjeinge) ‘srondwo)

SATI Sd¢l S101 N S1¢ ST101 uosrad
9y} uo pataied sple Surieay Fuipnoxs inq syed

aleds pue sjusu0dwos ‘sar10ssadoe Iy} pue

s1axeadspnof ay1| ‘yuswdinba Supjrwsues) punog g

~

SATI SdTE S0t S0t szl S7101 $9110SSI00® pue
suied areds ‘sjusuodwos 1ay; pue ssuoyda[a], 7
SATI S4TI S7T101 ST101 STIcl S7101 $9L10SS300E pue syied

s1eds ‘syusuodwos 119y} pue ‘punos Suipiodals

10§ smyesedde Iejiwis 19Yj0 pue ‘sa)jossed
-09plA ‘s33395BD ‘suaplodal-ades/ssuoydeorq [
U dinb o1U04129F pup 102141931 *TIIAX

Sd¢°¢C1 SAL S48 ST 110 [9so1p Wi °¢
Sd¢S1
—5Cl STL S48 SdL sjjeloare
PUE SO]I1YdA 10J0W 10J [aNJ JO SIIJLIBA [|V b
Sd¢l SdL S48 SdL jong
dUIQIN) UOIITIAE PUB 3UI[OSES UONRBIAY "f
S45°TL S48 SdL 110 [2531p paads ydiy ‘¢
SdL jiuds 100 °|

SIMPosF winajoagad [IAX

136

(L) © () ) () @© M




137

Reform of Structure—1I1

pauo)

S4T1 S401 S101 ST101 3S71¢Cl ST101 juswdinba
91U04)93[3 PUB [BOII}II[3 13Y10 [V LT
SATI sd01 STIL STl ST101 s19jouW 18311991 91
S48 RS (178 ST1L S18 ST0I Iamod orneipAy
10 A31011303[9 Aq parerado Jayioys s3I "SI
S-8 S40I STIL S8 SI¢ sqing ‘p1
S48 sdol STIL STIL S8 SIS $190 Yo103 ‘SaydI0L, "¢
S4TIL Sd0T1 ST10! ST101 STl S101 $3[Pasu pue spiodas ‘syred areds pue
$9110§$990® ‘sjuouodwod J1ayy pue s1agueyd
PI0231 pue s1ake|d p1od2a ‘sauoydowern 7l
Sd¢l Sd?l S101 ST101 ST ST101 s1ayeadspnoj
‘sauoydoweld olpel pue suolie[nwWnIde
snjededde pue sjudwnisul uondadds sSIIM ‘i1
O 4 EEIN S0tk ST101 ST1¢ ST101 sired oueds pue sair
-0s§220¢€ ‘sjuouoduiod 113y} pue $13s UOISIAI[RL Ol
SdTl Sd01 ST101 S0l STCH S7101 sjied areds
1194} puU® $3L108$30dE ‘sjuduodwod 11y pue
$13]000 I9JBM ‘SID[00D 113S3(J,, ‘SI9[000 WOO0Y 6
[N (4 S401 ST10I ST101 STl ST01L syed aaeds pue sall
-Cssa00¢® sjyuauodwod 119y pue s13U0NIpuod Iy '8
S4TI S0l ST101 S0l STl ST10! syied aleds pue
sjuouUodwos ‘s9110$SI0IR 119} pue ‘S1I01eIFLY L
SdTl S401 ST101 S7T101 ST¢l s7101 sjaed oseds pue
syuauodwod J1ay} pue saurgoew Junendng 9
SATI S0t S7T101 ST01 STl ST101 syred
aleds pue spuauodwod 1Y) pae ‘sULAIPL °§
(L) ) (8) ) (g) @ 1)




Sales Tax System in Delhi

138

pHuo)

S48 S48 ST1L S18 SIS Jarem pajusiq ‘91
4| S48 SdL SdL S48 SIS SaSSE[ON 'S
R (4 sdg Ny 14 ST1 STz g 14 [oom Sunjiuy pue
uref 03305 URY) 13YI0 SI1)1IBA [ ‘urex ‘|
e[ S48 STL ST1L STe SIS [oom Fumruy g
SdT g b STI1 S8 SIS ured 12dIes udjjoom ‘71
ST ST¥ STC STL S1c ST [oom meYy *[]
Sd¢ Sd%1 ST1L S8 S1s 21qy sideys 133s9h[0d "0
St g (4 1Ny 4 NS4 ST SIS 2ISBA UIEA U0110)) ¢
o 4 1T ST STz STt STS J)sBM U0II0D) 8
N 14 ST g t4 Sdy STz STI praIg)
uo01103 pue ‘(9561 JO tL) 9551 ‘1Y 18D
9Y31 JO $T UOIDIS Ul PIUYIP SB UIBK U030 */
ST STv Sdv  dd/sdy Sdv 9STY (9561 JO 1) 9561 ‘1Y
,—.mU vcauo .E Co_aouw E_ ﬁoﬂ@ov se :OSOU .w
ddv STF ST Sdv Sd¥ ST (9561 30 ¥L) 9561
9V LSD 23 JO ] UONIAS Ul PIUYDP sk ang °§
ST ST ST Sdv Sdv STI¢ $31B)S
passalp ,«O Mele ur yjaym surys pue SOPIH v
day ST Sdy  dA/Sdv ¥STY N (3 (9561 JO tL) 9561 10V
ISD 941 JO $] UOIII3S Ul PAUYIP SB SPIIs I '€
Sdb STt ST Sdv ¥S1y STy (9561 3O +L) 9S61 10V 18D
0:« «uo .E ﬁo_uoom C_ vucaov se _u..ﬁw _..,E.m :.O.: .N
STt ST STv Sdy S (4 Sd¢ swiog s)t [[e Ul 305 Julpnjout [g0) [
§po0n s423npodd puv siplia svy ‘XI1X
7A) 9) (9] (9] ©) (0 )




139

Reform of Structure—II

pauo)

SA8 q q ST18 ST1L SYSNH ‘6
S48 S48 STIL S18 ST sjuni} [3931§ '8
S48 Sd8 S1L S18 SdL sa|pued ‘L
S49 d S'IL S8 STIL sfoL °9
S48 S48 SI1L S18 SIL a11m paqieq °¢
S48 S48 ST1L S8 STIL SOINSEOW PUEB S)Y3lem ¢
S48 S48 STIL S18 STIL s[ela)ewWw Junjulld ¢
SAvI S48 ST Sd401 S8 STIL RECUEIN
Sd8 S48 STL S8 STIL sldjell I91BM °T
sa11powiu 0y snoauvjjasiy XX

Sdvy S8 STIL STIL STy ST1L S[BJOW SNOLIRJ-UON 1€
Sd9 9 El q q q sjuowodwy pue L1dUlgoBW [LIN}NOUSY “Of
S48 S48 SdL S8 ST1L [ro supuading [BIRTIN 6T
S8 S48 SdL STIL STI18 S1L Jeydse/uswnyg ‘87
Sd8 S48 SdL S8 S1L piny a3eiq o1neIpAH °LT
SA8 S48 SAL S18 STI1L eyiydeN ‘9T
S48 S48 SdL ST1L S48 STIL [10 ddeuIng “¢T
S19 S48 ST1L S8 S1L Jaded 91seM\ HT
S49 S48 S1L S18 ST1L AIoUIyoRW [BINSNPU] "€T
S49 S48 S1L S18 SIS jue[d pue £1d2urydsew [RIISnpul Jo syed ‘7T
S48  Sd471-8 S1L S1L S8 S1L S[eorwayd [ersnpuy ‘I
S48 S8 SdL SIL S8 S1L siuednqny "0¢
SdS d d g 3 d s19zZIMIdd 61
Sav Sd¥ S1- El ST¢ SIS SOPIONISUl puk SopIo1sad ‘81

SJ01-8  SAZI-6 STIL SIL S8 ST1L soysiuleAa pue sianboej ‘syuted ‘sohAQ LI
(1) )] (5) ) () @ )




Sales Tax System in Delhi

Sdp - epre =[
xe1 9seyoind juad Jad ¢ : Apped 9oy =1
Sd ¢ peyodw] =y

Qg - sue=38
ST : SOLIOSSA2IB A[0AD =] jdwaxg =3
SY00Q BUIMTIP PUB 3SIDIIXD SJUSPNIS =23 uod-n g =d N
g - s[1ouad painojo) =p aseyoind 3se =41
dT1: Apped ‘S ;- 201y =2 aseyound jsig =g
Sq ¢ pauodwr jj=q dles Ise =G
S - vAOYY pu® WB3aId ‘Io)ng == 9[es ISI1 =g > S2JION
S48 SH8 SIL S8 SIL 2IYMIS[d PaUOIJULU JOU SIIPOWIWO)) €1
£ El q dq q poog [ewinyY ‘71
S49 S48 S1L SIL S8 SIS sjudwnysul {edIsmg 1|
S48 Sdy S1L q S8 ST1L uelssay pue

s3ea Auung ‘Aes 03 si jey) ‘sjeirajew Suyoed ‘0

140

w ©) (9] ) ©) @ )




Reform: of Structure—II 141

taxed at 8 per cent in Haryana and 10 per cent in Rajasthan.
Milk products, particularly when processed, packed or tinned
(desi ghee, butter, khoya), are taxed at a lower rate in Delhi
than in the neighbouring States. One curious aspect is that
beverages which usually enter the consumption basket of the
middle and higher income groups are taxed at a rate much
lower than in the neighbouring States. Similar is the case with
respect to intoxicants.

Edible oils, namely, groundnut oil, mustard oil, gingelli oil,
coconut oil, rapeseed oil and other oils used as cooking medium
are taxed at a rate of 5 per cent in Delhi while they are taxed
at the rate of 6 per cent in Haryana, 7 per cent in Punjab and
5 to 6 per cent in Rajasthan. Butter oil is taxed at a much
lower rate, that is, at 5 per cent while it is taxed at the rate of
8 per cent in Haryana, 7 per eent in Uttar Pradesh, 8 per cent
in Rajasthan. Vanaspati ghee is also taxed at 5 per centin
Haryana, 7 per cent in Punjab, 10 per cent in Rajasthan and
Uttar Pradesh.

The rates of tax on leather goods are considerably lower in
Delhi than in the neighbouring States. The rates for soap,
tooth-brush, tooth-powder, and tooth-paste are lower in Delhi
by 3 to 6 per cent points; that is, 5 per cent in Delhi as against
8 per cent in Haryana, 7 per cent in Punjab, 10 per cent in
Rajasthan and 12 per cent in Uttar Pradesh. The rates on books
and stationery items, domestic fuel items, matches, toilet pre-
parations and furniture are generally lower by 2 to 3 per cent in
Delhi than in Haryana, Punjab, Rajasthan and Uttar Pradesh.
The only exception is that the tax rate on woollen carpets is 10
per cent in Delhi as against 8 per cent in Haryana, 7 per cent in
Punjab and 8 per cent in Rajasthan. Among the consumer dur-
ables, not a single commodity is taxed at a 1ate higher than the
rates in the neighbouring States. Drugs, medicines, pharma-
ceutical preparations are again 2 to 3 percentage points lower
in Delhi than in the neighbouring States. With regard to build-
ing materials such as bricks, fire bricks, brick-bats and brick
ballast, cement asbestos sheets and lime sheets, it may be noted
that the rates are 7 per cent in Delhi while they are 8 per cent
in Haryana, 7 per cent in Punjab, 8 to 12 per cent in Rajasthan
and 8 per cent in Uttar Pradesh. Even in regard to wall paper
and sanitary goods the rates of tax in Delhi are lower than in
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Haryana and Uttar Pradesh.

With respect to transport equipment the rates in Delhi are
the same as in the neighbouring States. However, motor tyres
and tubes are taxed at the rate of 10 per cent in Punjab and
Rajasthan. Rates of tax on cycle and its tyre and tubes are
somewhat higher than in Punjab and lower than in Haryana,
Rajasthan and Uttar Pradesh. The rates on tractors and trailers
and their spare parts are one percentage point higher than in
Haryana, Punjab and Rajasthan.

The rates on electrical and electronic equipment also are
lower in Delhi by at least 2 to 3 percentage points than in
Haryana, Rajasthan and Uttar Pradesh. By and large, the rates
of tax on most of the commodities in Delhi are lower than in
the neighbouring States by 2 to 3 percentage points.

Quite often the lower rates of tax in Delhi have been the
subject of controversy in the northern region. It seems that it has
been brought to the attention of the Sales Tax Department of
Delhi at the meetings of the Commissioners of Sales Tax of the
Northern region that sales tax rates in Delhi are out of line
with those in the neighbouring States, thereby causing diversion
of trade from those States to the Union Territory. These States
have complained that they suffer a considerable loss of revenue
because of such diversion. They seem to have the feeling that
Delhi is able to keep its rates low because the funds for its
expenditure are drawn directly from the Consolidated Fund of
India.

It is true, as we have pointed out, that the rates of tax on
several commodities are lower in Delhi than in the neighbouring
States, but it cannot be maintained that the rates are unduly
low. It is common knowledge that in several of the States, the
rates have been raised to very high levels. Given the economic
character of trade in Delhi, it is not possible for it to adopt the
same high rates; its territory being small, it produces only a
small part of its total consumption needs. Imported goods
already bear a rate of 4 per cent CST. There is also no evidence
to suggest that the rates of tax in Delhi have been kept deli-
berately low to cause diveision of trade. Given the scale of
evasion as at present, it is not possiblc to recommend any
effective increase in the rates of tax prevailing in Delhi.
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3. Recommendations

Two basic questions need to be considered. First, what
should be the number of rates and, second, at what levels should
the chosen number of rates be pitched?

Two arguments are usually advanced to justify multiplicity
of rates of sales tax or any other indirect tax: (i) the economic
argument relating to reallocation of resources or changing
the pattern of consumption according to social priorities and
(ii) the argument regarding the need for progressivity in the
tax structure for equity reasons. It has been pointed out earlier
that the major responsibility for reallocation and redistribu-
tion should vest with the national government and perhaps
to some extent with provincial or State governments. Local
taxation should have the primary objective of raising revenue in
the most efficient way and should also satisfy the principle of
horizontal equity. In this view the tax levied by a local govern-
ment such as Delhi Administration should be a neutral tax.
However, a single rate may not be appropriate, as already point-
ed out, because in order to raise the needed revenue, it would
have to be fairly high and that will impose too heavy a burden
on the poorer sections of the community., Hence some rate diffe-
rentiation is needed. Also, it would not be possible to deviate
too far from the practices (in regard to rates) in the peighbour-
ing States. Hence we recognise that there is a need for a few
rates. But it should be remembered that multiplicity of rates is
not at all called for as far as the Delhi sales tax is concerned
and that furthermore it creates problems and increases the cost
of compliance, It is well known that the larger the number of
rates, the greater is the problem of classification. With many
rates in existence the dealer has to carry out additional compu-
tations and maintain separate records and this is an unnecessary
burden.

Keeping the various factors in view, it is recommended that
the number of rates be reduced to 4 plus a special rate for liquor
and food served in night clubs and cabaret places.

In merging some of the existing rates and arriving at the
levels of the 4 rates, it should be borne in mind that the tax is
being shifted to the first-point in respect of most commodities.
The general rate of tax should be 7 per cent. The tax rate on
non-essentials and luxury goods may be fixed at 12 per cent. In
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addition, there may be two rates, 4 per cent and 2 per cent.
The following commodities may be taxed at i2 per cent:

(i) All arms including rifles, revolvers, pistols and
ammunition for the same and component parts, spare
parts and accessories thereof

(ii) Computers, tabulating, calculating, cash registering,
indexing, card punching, franking and addressing
machines and component parts, spare parts and
accessories thereof

(iii) Liquor (foreign liquor and Indian made foreign
liquor)

(iv) Picnic set sold as a single unit

(v) Leather goods excepting foot-wear, belts and sports
articles made thereof

(vi) Sheets, cushions, pillows, mattresses and other arti-
cles made from foam rubber or plastic foam or other
synthetic foam

(vii) Furs and articles of personal or domestic use made
therefrom

(viii) Lifts whether operated by electricity or by hydraulic
power

(ix) All types of glazed and vitrum tiles, mosaic tiles,
laminated sheets like sunmica, formica, etc.

(x) Pile carpets and all types of woollen carpets

(xi) Motor vehicles, including chassis of motor vehicles

(xii) Motor tyres and tubes, accessories, component
parts and spare parts of motor vehicles and motor
bodies
(xiii) Motor cycle and motor cycle combinations, motor
scooter and motorettes
(xiv) Tyres and tubes and accessories, component parts
and spare parts of motor cycles, motor scooters and
motorettes
(xv) Refrigerators, air conditioners, water coolers and
other cooling appliances
(xvi) Television sets and radio gramophones
(xvii) Cinematographic equipment
(xviii) Photographic equipment
(xix) All clocks, timepieces, etc.
(x\) Cigarette cases



Reform of Structure—II 145

(xxi) Dictaphones, tape-recorders, telephones
(xxii) Typewriters
(xxiii) Tron and steel safes and almirahs
(xxiv) Binoculars
(xxv) Gramophones, record-players
(xxvi) All electronic and electrical goods
(xxvii) Table cutlery
(xxviii) All types of sanitary goods and fittings
(xxix) All goods made of glass but not including plain
glass panes, optical lenses, etc.
(xxx) Glazed earthenware
(xxxi) Vacuum flasks
(xxxii) Motor spirit, high speed diesel oil, aviation gasoline
and aviation turbine fuel
(xxxiii) Cosmetics
(xxiv) Furniture
(xxv) Perambulators
(xxvi) Plastic goods
(xxvii) Fireworks

The following commodities may be taxed at 4 per cent :

1. Razai gilafs (quilt covers) costing more than fifteen
rupees each

2. Ready-made garments costing thirty rupees and above,
per piece but not including garments made of furs

3. Hosiery goods sold at a price of thirty rupees per piece
and above

4. Articles ordinarily prepared by halwais dealing exclusi-
vely in such articles when sold by them

5. Desi ghee

6. Paper of all kinds including hand made paper whether
meant for writing, printing, copying, packing or for any
other purpose

7. Butter (tinned)

Cream

9. Powdered milk and condensed milk whether whole or
skimmed

10. Cheese

11. Black-lead pencils and coloured pencils

12. Pesticides other than for plant protection

(0]
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13.
14.
15.
Ie.
17.
18.
19.
20.
21.

22.
23.

24.

25.
26.

27.

28.

29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.

Sales Tax System in Delhi

Insecticides

Cotton waste

Cotton yarn waste

Ice

Drugs, medicines and pharmaceutical preparations
Edible oils

Polyester staple fibre

Tractors and their parts

Washing soaps, detergents and other materials used for
washing

Woollen carpet yarn

Foot-wear costing upto thirty rupees per pair and leather
belts

Optical Ienses, hurricane lantern chimneys, phials, clini-
cal syringes, thermometers, bangles and scientific appa-
ratus and instruments made of glass

Torches, torch cells and filament lighting bulbs

Soap, tooth-brush, tooth-paste, tooth-powder and kum-
kum

a. Safety razor blades and surgical instruments

b. Parts of industrial machinery

Plastic, celluloid bakelite goods and goods made of
similar other substances of value not exceeding thirty
rupees per piece

Molasses

Knitting wool

Vegetable ghee (hydrogenated vegetable oil)

Liquefied petroleum gas (kitchen gas)

Boot polish

Honey

Umbrellas

Distilled water

Khadi bags

Goods made of canvas cloth

Butter oil

All varieties of yarn

Silk fabrics

The following commodities may be taxed at 2 per cent :

1.

Matches (other than hand-made matches)
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2. Kerosene

Raw wool

Khoya

Gold ornaments

Butter other than tinned

Razai gilafs (quilt covers) costing not more than fifteen

rupees per piece

Silver ornaments

Ready-made garments sold at a price below thirty rupees

per piece but excluding garments made of fur and silk

10. Hosiery garments costing less than thirty rupees per
piece

11. Bullion and specie

12. Ready-made umbrella cloth covers

SowvmkEw

.\DOO

All other commodities will be subject to tax at 7 per cent.
It is true that some of the commodities recommended to be
taxed at 12 per cent will bear tax at the last-point. Hence it can
be argued that the rate of tax on them should be lower than 12
per cent. As against this, having one more rate goes against the
main purpose of rationalising the rate structure. We would
leave it to the Government to decide whether in some special
cases goods taxed at the last-point should bear the 10 per cent
rate instead of 12 per cent. But if any exceptions are made, they
must be strictly limited in number.

In our discussions with the Commissioner of Sales Tax and
his officers we were told that ““tax on any food or drink served
for consumption in a restaurant or part thereof with which
cabaret floor show or similar entertainment is provided” is not
being collected in view of the Supreme Court judgement in the
North India Caterers’ case. The Constitution (46) Amendment
Bill recently passed by Parliament has in our view removed the
bar on enforcing the tax on food and drink served in a restau-
rant. The tax rate on food and drinks served in cabaret places
may be fixed at 20 per cent.

4. Sales to Government

Under the DST Act, since there is no specific provisions for
concessional tax treatment of purchases made by the govern-
ments in Delhi they are now being taxed at the same rates as
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purchases made by the private parties. By furnishing the D
Form a government department situated in Delhi can purchase
goods from neighbouring States such as Uttar Pradesh paying
the inter-State sales tax at 4 per cent if the local sales tax rate
is higher in respect of the concerned commodity. It has been
brought to our attention that such trade diversion is taking
place, leading to loss of revenue. The loss of revenue is likely to
be considerable because of the large purchases made by the
various Central government departments and agencies situated
in the capital. In view of this we recommend that purchases
made by government departments (Central, States and local)
should be taxed at not more than 4 per cent.

5. Exemptions

In Chapter 4 we had indicated that a fairly large number of
commodities are exempted from sales tax in Delhi under Schedule
I11 of DST and Rule No 11 of the DST Act. We believe some
other commodities now exempted could be brought under tax.
We recommend that a review of all the exempted commodities
may be made. It may be quite justifiable to tax some of the
commodities now exempted at 2 per cent. Examples are: eggs,
agricultural equipments, chaff-cutters, Persian wheels and parts
thereof, electric motors, mono-block sets of 3 to 7.5 HP and
plant protection machines.





