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Appendix I1I.1

D.0. letter No.F.13(13)-B(s)/78 dated the 20th September, 1978 from

Shri K.N. Row, Joint Secretary(Budget). Minigtry of Pinanpe,
Department of Economic Affairs, to Shri V.B. Bswaran, Member Secretary.

—— . e e

Plegse refer to your D,0. letter No.7FC. 11(2)~Res/T7 dated the
16th September 1978 rcgarding additional duties of excise.

2e The Additional Duties of Exeise(Goods of Special Importance)act,
1957 provides for levy of additional excise duties on certair
commodities. The duties mre levied by asgreement with the State
Governnments in lieu of the gales tax levied by them on thosge
commodities. The ALut does not debar the levy of sales tex by a State
on gny of the commodities covered by it. Put such & courge ig
discouraged by virtue of (a) inclusion of these commodities in the
ligt of "declared goods" and thereby subject them to the restriction
specified in Section 15 of the Central Sales Tax pAct {956 i.ee o ceiling
of 4% for the levy of sales Sax and (b) the proviso in the Second
Schedule to the Act which provides for discontinusnce of the share of
additional duties In the event of levy of sny sales tax by a State. In
the original Act of 1957, the proviso appeared under esch of the three
parts of the Sacond Schedule deasling with one of the commodities
covered by the Acte Thus the intention of the Government was to cepse
rayment of additicnal duties realised from a commodity %o a Stnte

if that State levied and collected any sales tax on that commud i ty,

By the Amendment made in 1962, the distribution of net proceeds of
edditional duties, commodity-wise, was éiscontinued in pursuance of
the recommendation of the Third Finanee Commission, The wording of
the proviso in the Second Schedule in the Amendment Acts of 1962 and
1965, however, later led to an interpretation that no part of the
peyment of additional duties can be discontinued to g State so long as
it did not levy and collect sales tax on gll the commodities mentioned
in the proviso, Since the intention was 1o meke pro-rata reduction

in the payment due to g State if it lavisad and collectad sales tax en
any one or mere of the Commodities covered by the Act, the Provisgso was
rewvorded when the fct was amended in 1969, In terms of thig amendre nt,
the payment of ghare of additional duties would cease if a State levieg
seles tex on any of the commodities mentioned in the proviso; at the
game time the special order envisaged in the same proviac wns intended
to regulate suitably the payment due to the States with guch reductiong
as were necessary consequent on the levy of sales tax by that State.

Incidantally, there has so far been no occaslon since the
introquction of gaditional duties in 1957, ¥ invoke the above
provigoe in the Second Schedule.

We hope this clerifies the issue.
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EXFENDITONE ON FAMINE AWLIEF & WATTRIL CALAMITIES

STATES 1974-75 (Actuale) 197575 (Letnals 1<"'£i_7__g___;.cma1__)_
Flan Hon-Flan Flan Fon-Flan Tian

e Andhra Pradesh G.42 3.03 Ha.l
*2, Assam 4.17 2.15 2.48
#%_ Bihar Ga31 9,40 10,36
A Gujarat 59,30 12.66 5%.07 14.T1 4.25 2.59
De Haryeana 2,00 4.04 - 1.63 - 1.55
*G, Himachal Pradesh 0.13 1.02 ¢.56
Te Jemm1 & Keshmir - 3.09 - 1.35 - 2.29
8. Karnotaka - 2.18 - 2.54 12.24 9451
a, Tornin 0,22 1.49 0,41 2,40 0,02 2,05
17, Madhya Prafezh 11.74 5.71 8,82 TaT79 18.02 o id
#41, lahcrashira - 2,41 - 1.09 - 2.15
12, Manipur 0,01 P.07 0,30
#13, Meghalaya 0422 0.10 2.10

14, Nagaland - - - - - -
15, Orissa Te Ot 3.85 T.55 Fe 45 5.10 3.66
*16, Punjad 0.30 %.35 13,14
17+« Rajrathan 15439 T.009 16,25 10.26 ¥.I

18. Sikkim - - c,73 - - -
g, Temll ¥andu 21.42 33,76 33.51
#20), Tripura - 0.09 - 0.42 - Q.10
21, Uttar Pradesh 4,70 ALST 7452 « 31 16.M 10.38
22, West Bengal 10,00 5.25 - 10.8% - 12.10
TOTAT¢ 111.26 94,41 94,35 114.55 55,04 129.3%8

Source:~ Subsidiary Point Wn.30 N

Ton—rlnan

Appendix II.2

9,7 3 (Fatimatea)

#The State Covernment has not furnished bifurcation of the expenditure into Flan and Hon-Flan
separately.

N. I‘

= Not indleated by the State Govermment.

Hon -Fisn
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Appendix III.2

D0 No. 52/ 70~Economic dated §0,2.1971 from chri he Mitra. Secrotarys
Plenning Commission, New Delhi, addreased to shri P. Govindan Neir, S2cretarys
minigtry of Finance.Department of Hevenue & Insurance, liew Delhi.

_d____-”-——""'-_—

I am enclosing for your perusel a copy of the summary record of the
neeting of the gommittee of the National Developnent Council held at Vigyen
Bhawan on 28th December, 1970, at 10,30 A.M. 1O digcusa repiacement of sales
#ax on sugar, tobacco and nill-made textiles by additional exnise dutye L8
you are aware, the aegreed conclusions, as gummed up bY Luputy Chalrmalls
Plenning Conmission, on which you may jike now to proceed were H

(i) The pd velorem system of additionsl excige duties be extended
£to a1l items except un-manuf actured tobacco in reapect of
which specifi¢ rates nay continue subject to periodical

review and adjustments 20 the recommendations of Stending
neview Ccmmittec.

(ii) The incidence of slditicnal excige duties be raiged to
{0,838 per cent of the value of clearantes &9 scon 83
possible during the nexi twod or three yearsas

(iii) while making upward adjustments in bgsic excis duules

in future, the Government of India need not rigidly

edhere to, but always keep in view, a ratio of 2:1 between
the yield of basic and gpecial exclse quties on the one
hand and edditional excise duties on the other-

(iv) The Winlsizy ¢f Finance will restructure the rabes of
additicnal exoise Autica with a view to reathing the
incidence of 10.8 per cent of the velue of clesrnnces

of sll the thiree items taken together. While doing =0

the Ministry of Finance covld moke differentigl increeses

in the rates «F pdditional excise dutims on individual

items or thelr components on the basis of thelr asgeasment
of the burden that different items ©oT components will be
able to bear. They will also have the option of meking some
compensatory adjustmernts in the rates of basic excise duties
if the totel incidence on any individual item calls for

guch adjugtment.

(v) A Standing Review Copmittee be set up with Member(Tariff),
Board of Indirect Tazcs:» government of Indin, and Finanoe
Secretaries/Finance Copmissioners of all Statas Governments

ps Members and Economic Adviser, Planning Conmiassion, a8
Convencr. The Commlttee will meet at least once & year 10
review the working of the new arrangement and meke such
recomrendations as mey be necessary for its further
ipprovements

A separste Order for the gppointment of the Standing Review Comrittee
1s being issued by the Conmisslons



168

STATEMENT SHOWING INCIDENCE OF BASIC DurY, ETG_‘AN.“
ADDITIONAL_  BXCISE  DULY_( 1N LIV OF SALES X )

{Supass in ereres.).

_--------*-——_—H-—---————M-‘"-‘—“H‘--*-*u_-

Incidence of

T e gy i B+ ddL

(Approx. ) Excige. Regs +Aux duty,
— . - . e - e e - —— S e e b e e e e et o g el e .
1o 2e De 4 5e bo - _

# %

197273 1732.83 440,00 135062 25,39 Te83 .

1973-74 2007,38 488,85 17375 24435 8,66

1974=T5 2409.49 553,65 187.89 22,98 7. 80

1975-76 341_7° Kil} 625,67 223,43 18,25 6. 53

197677 4061,.65 673.74 257,13 16,59 6033

1977~78  4295,67 693,02 292,76 {6413 6.82

(8BE)  (Provl.)

1976-79 N.a. 754422. 325,70 - -

—-——-——-—-——p—-—-—-h—-—-m—--—-g——_——-— A e bew R s e e S—

Source 5 1) Directorate of Statistiocs & Intelligence for Cola.2. '
ii) -Explanatory Memorandum of Budget Divigion for Cola3 and Col.4.

Note ¢- BED = Basic excige duty
SBD = Special exeise duty
RED = Regulatory ex.ciae duty
AYED= Auxiliary ex-ise duty,

(Reoeived vide D. 0. F.N0.33 7/77""TRU dto12¢9078 from Shri Ge Sa.nkaran.
Commisaloner, (Tax Research Bepartmant of Revenws, Ministry of Fimseemy
to Membar—Secretary, Finence Commissdion,
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Appendix IIX,3(ii)

STATEMENT SHOWING RATIO TETWERY LLSIC D ADDITTONATL
EXCISE DUTIES 1771-72 TO 1978-79.

Commadity Basic duty+ LAditionnl RNatio between
Spl. duty+ excise duty Col.2 & Cocla3
Regulatory
duty + faxi-
linry cuty. o

() (2) (%) [ €0 B

(Rupees in Crores)

1971=72
Sugar 133,55 33.12 4,0311
Tobaccen 2%4,13 A3,%2 5,471
Cloth . 72,08 29.77 2277
039,32 6. 2% i ihsT
1672-T73
Susar 1404.h6 %6,60 3. 087
Trahmoed 226,37 62,053 2.62.1
Cloth T2.07 365,54 2,007
410,00 135,62 5,045
197374
Suger 15460 4%.33 3,561
Trbacco DAL T 35,95 Ze70 1
Cloth 69,51 41,47 2,157
ARSI 173.75 2,811
197475
Suger 153.67 42,20 a0l
Tnbacco 205,22 9%.27 2,971
Gloth 104,76 hhe 42 2-2511
553 .65 187.89 2,051

(Received vide D,0. F. Woe333/7/77-TRU dated 12th September,
1978 from Shri G. Sankaran, Commissioner (Tax Rescarch),
Denartment of Revenue, Minlstry of Finance to

Member Sceretary, Pinance Commission).



A P et Yk T e Sk o e e e e S T - e R ARy B S By e o s

(1) (2 (3) )
1975~-7H
Sugar 194.84 40,35 Ae10621
Tobacco 343,50 113,27 3,03:1
Cloth 35433 A3.31 7.3511
623,67 223.47% 2.79:1
1976-717
Supor 1792.73 AB AT 4,90
Tobncco 333447 125,35 3,07:1
lnth G2.5/ 32.31 11281
673074 257013 2.62:1
1977=-70(RE)
Sugar 156.64 53046 2. 9331
Trbacco L3725 1%9.85 3.13¢1
Gloth 93.95 9o, .5 0.99:1
693402 202,76 2.37:1
1978~79 (TE)
Sugsar 154. M 55.07 2.38:1
Tobacco 488,36 143,07 3,371
Tl oth 111,95 112.56 0,991

75122 325.70 2.3221



Appendix I11,4

DeQs letr r Ko, 60{34 0/ Mk T . ' ¢k September, 1578
from Sh:d foe Ko Lal Dpecn - Tho T 0 shevotly New Delhi to
Shri k.K. Dar, Joint Seecr.t -4 Wipego. . -: Lacaon, Vigyan Bhawan
Annoye . New Dol i

Pt

Kindly refer to yuur R LA :J,T/EC/T(T)*R95/77 of
Augusgt 8, 1978 regsrding 1. Tiow s 0 act convening the neeting
of the Heview Commitize o :utit Lot <47 for keeping under review
the working of the arrang- -G8 L ¥ szet coX the edditiongl excise
duties, The Ministry of ®luaues Fai v gquesicd us in 1975 for

convening a mectirg ~f thi Cowmivie dizcuss the proposal for
withdrewel of edditi nal c¢ueise duty .n iicu of sales tax on art wsilk
fabrics and restoration of the right to levy seles tex on such
fabriecs to the State Governments. We felt that the meeting of

the Committee could not be called for this limited purpose only.

The meeting would have provided an oppertunity to discuss the

wicder questicn of the working ¢f the scheme itself. I was,
therefire, considered necessary to prepare a position paper

reviewing, the working of the entire scheme before convering the
meeting of the Review Committees

24 As the preperation of the positicn paper took time, it was
suggested to the Miniastry of Finsnee that they might themselves
take a view in regard to the revision of additional excise dutles
insofar as the budget proposals for 1976~T7 were conecerned and
the question of convening the meeting of the Review Committee
could be considered thereafter.

3. Subgequently; the Governnment set up the Indirect Taxation
Engquiry Comrdttee. The torms of refcrence of thigs Committee
covered review of the existing structure of indirect taxes of
the Centre, States and Local bodies in all its respects. It aprears
that some of the State Governments had alreedy posed, in their
memoranda submitted to this Committee, the question of working
of the scheme of additionzl execise dutiese In the eircumsteances,
eonvening of the meeting of the Review Committee might have
involved duplication of work and making of overlapping
recoprendations by two different bodies. flence it was decided
not to convene the meeting of the Review Committes.
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Appendix IV,1(i)

Totel Transfer of Resources frcom Centre to the Suates

Share in Crants

Pirgt Five-Yenr Plan
1951-52
1552-53%
1653-54
1654~55
1655-56
Totgl:

Secont Five Yeor Pian

1951-52 to 1978-79

- 1956~57
1057~58
1258~59
1959-60
1950-561

Toval.
Third Five-Year Plan

1961-62
1962-6%
1663~64
1964-65

1965-66

Total:

Three Annugl Plans

1966-67
1967-68
1968-69

Total:

Fourth Five-Year Plan

1969~70
1970-71
1971-72
1972-73
1973~74

Loans Total
__________________ taxes  _ T _ . _ 7.
53 52 73 158
T4 35 11 224
72 46 145 273
71 70 221 562
74 105 238 417
244 288 799 1431
79* 84 2309 572
116% 119 284 519
151% 15% 284 588
157* 195 285 647
165% 238 %39 742
663 7839 1417 2868
175 217 452 848
224 223 523 970
259 231 624 1114
258 285 680 1223
276 248 821 1445
1196 1304 %100 5600
373 419 916 1708
417 471 869 1757
4G2 499 891 1882
1282 1389 2676 5347
622 531 1029 2182
755 544 1002 2301
944 854 1191 2989
1067 944 1926 3937
1174 958 1560 3692
4562 3831 6708 15101

Total:




