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INTREDUCTION TO THE ENTERTAIRMENT TAX

1.1 Purpose of the Study

Entertainment in some form has been an impertant need
of the mapkind since the baginning of civinzaﬁiwg wWith
progress of eivilization the economic significance of entere
taimment seems to have gradually incrpased, Similarly the
demand for entertainment, Hne cen say, has undergone both
guantitative and gualizative clanges. Entertajimment can take
different forms like stege playa, cinema shows, exhibitions,
fairs, eircus, tusic programmes, dance prograpmed, redio and
TV, games etic, Catering to this need oi the human sccicty
has now aseursd the stotus of a distinct profession or even an
infustry. Just liko most other tramsactions, sale or
exhiblition of entertalmment is subject to taxation by the
government in most of the ecuntries, In India entertainment
tax has bocome an important and convenient source of revenue
for the State Govermments. However, it 1s rather surprising
that not even a formal study of this ¢tax has oo far been
seriously conducted R The major purpose of this éiaeartatim
is to woke 2 beginning in the studies of entertainment tax in
Indla. The specific objoctives are menticred in the last part
of this Chapter.



1,2 What is Entertaimment %

The term entertainment carries differemt sheades of
meaning. linguisticallyy words like amusemapnt, cheer, deiigm.
ddversion, enjoyment, frolie, fun, marﬁmnh pastime, pleasure
recreation and spert are supposed to be aynonyms f£or the word ’
entertainment. According to wWilliam Ceddie? entsvkaimment is
thn act of entertaining, rezeption of and provision for guests,
hospitality at table e..ess:0+¢ 2 perfornance or show intonded to
give plcagura,. For cur purpose entertaimment which will be _
subjent to taxation will be mainly sale t}f any tyre of act or
service which will give audic-visual anﬂi psyeholsgical pleasure
to the purchaser. The Bosmbay Entertainment Duby Act 19233
defines entertainment for tex purposes a8 any exhibition,
perforpance, amu?fémnt. gams or sport to which persong are

admitted for pavrent.

1.3 Forms of Entertaimment 3

Az mentioned carlier entertainment cen toke variouvs
forms. Howsver, entertaimpent of a taxable nature, that is
eonmareial entertainment, 48 wainly of the form of clnems show,
stage rlays, and occasionally certain gafsqs apd exhibitions
ipeluding betting and cerbling. At puch places the entry is
aubj&ét to the pﬁg‘ehasa of a ticket of admiseion which
gencrally i the base of entertaimment tax. In this étudy wa
are interested in the exgrdnetion of entertairment duty which



15 collected from the cinemas because alwpost 90H of the mvame4

from entertoirment taxes is vealised from ¢the cinemss and as such
entertainment tax on cinema ean be conpidered as typlesl of
differont types of entertajinment tanes.

1.4 5 Priof Ristory of Entertainment ts

A tax on entertaimment or apuserent was introduced for
the first time in 1922 in Bengal under the Bengal dmusement.
&, 1922. 3In 1926 4in Modras an act was passed which empovered
the locsl apthorities to levy this tex for local purposes. In
Bombay Province this tex was introduced by Bopbay Entertalmment
Duty At 1923. But it was only after the beginning of
provineial avtonomy conseguent upon the eénactment vl the
Coverpment of India Act 1‘535 that this tax gradually became a
rogular item of the provincial t-.ax aystem. 3In Funjab it vas
introduced in 1935 by the Punjadb Enteortainment Dubky Aet end
loter on in 1937 similar acts were passed in UelPe, NelieF P
and Bihar and subsequently in 1939 in hkssam and Madras .5

1.8 conétﬁmtioml Provisions Regarding
Entertaipment Tax s

According to the Govermment of Indis Act 191% which was
the outcome of Hontagu Chelmsford reforms, the entertainment
tax was ineluded in the list of schedule taxeg. According o
the Schedule Taxes® rules, taxes on puccession, betting and
garbling, advertisemeonts, amusenents and speecified luxurcies,
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eould be levied by the provinces without pmvim:g sanction of
the Governor Gemcral.’ In the Govermment of Indie Act 1935 a
further and rore distinct separation of financial powers
between the Central and Provinclal Govermments was cffected..
This' set gave three lists emmerating items in the Union
tegislative Idot, Provincial legislative 1dst and concurrent
areas. item 50 of the Provincial legislative List cerprises
taxes on lumurias incluvding taxes on entertzimment, amusement,
betting and gembling. The taxes included in Frovimeial List
were to be levied, collected and appropriated by the respective
provinces. Ag Lo well kmnown, the constitution of the
indopendent India which was adopted £finally by the Congtituent
Agsembly in 1850 incorporated the basic framse-wnrk of federal
division of powers and functions given by the Covermment of
India Aot 1938, Under article 2456 of Indian Constitution
lste 1, 2 and 3 of the 7eh Schedule avc covered, Entry® 62
of the Etate List (list II) covers taxes on Juxuries including

taxes on entertalinment, amuserment, betting and ¢anmbling. At
present sntertaisment tax io belng lovied in 2ll tho States
2né Union Tervitories of the country.

In maharashira ¢he Entertairment Dubty is being adnini-
stered under the Bepbay Entertaimments Duty Act 1923 in its
arerded form. The ﬁ'&évema and Forest Departmont ’aﬁ tinharashtra
bkas made rules for the adpinistration of Bombay Entertalorent
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Dngy Act. s stacted earlier, the act defines entertainrent as
any ez:hmat&m?. performapes, anusement, came Or sport o a,mich
peErsSSRE Sr8 aell'mi cted for payment. The act appliess to tha whole
of mhezmsh«tm'ﬁ. The tax iz colleched from the proprietor of
the plsce of @mh@rtaimam, which means any person roespongible
for ¢he m&mg&fment sf the plsea of entertaimment: The anters
tainmont ﬁutyiimmﬁm the anount of surcharge lovied under
Section 3 Ale The provieion for lovy of surcharge was made by,
The Bombay Bntertainment Duty {Anendrent) Ack, 1974 whem!::y in
cooe of payment for aémisazdizsn being lose than amse' rapee, the
rate of surebarge will be 5% and in 81l other c‘m;ﬁun. the rate
of m;nhm‘ga n}in bé 10%. ‘The pet procecds of zurcharge arg
transforrsed tas the Health ard Nut¥ition Fund -,,mma undar The
Bowbay Moter %Mcm Ack 1988, at present it: haa t&za Tate
sohedules, tma aighm: opa applicable to m:at;ax; Bombay, xt?am;ﬁ.‘
Solapyr and tagpur and the lowar ope &;;ﬁicmblél »m all other
pirnces in ﬁahézmﬁh_km, Y& i genevally collectad by the
Cellasctor of %:ha District concorned, sisﬁ:ugmiy the paymant of
the duty is rade in the form of the purchase of srampBs & gipewa
£1)m which has besn avarded a Presidsnt's Gold ﬁfﬁal or which
fulfilis en educatioral, cultural or scocial ppa;gnw of high
order (this iz determined by an dvisery m*zz,i%tée appointaed
by the Etate Gmammk} is generally exempbad éﬁm the pavment
of entertalmmont tax. Sinilarly certain exempitions, regarding
the paveent of entertalsment Suty ave mads aval lable o tha
employees of tho defence forsesz when 4n wniform, The 2ot
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prohibits levy of entertnimment duty by the lecal suthoritles
excepting & tax at & f£lai rate per cinema-show or any other )
form of entertaimment. The general pattern of the adminmtmmén
of thia tax is more or lass eﬁa gape in other Stutes covered

in this study. \X

1,7 The Objectives of the study , '[*’:‘

The objentives of ﬁmésmx&y are mainly formal in
naturae. in certain rospects the dats regarding entertaloment
tax in Mabarashetra and in some other States will be compared
from an analvtical point of view. The specific obisctives of
thig study are given below &

(1) TO PRESENT AN ANALYTICAL VIEW ABOUT THE BCOROMICS
OF ENTERTAIIMENT TAX ¢ Under this, #n attewpt 45 made to

explain the bose of the taw, the szope of the tax as well as

the nature of the tax in 80 fer as ths burden, impsot and formal
incidence of tax ave concernzi, The Chepter ¥n. 1T covers all
these asgpects.

(2) 2o STUDY THE DATA REGAMRDING SHTERTACRMEND Tax for

Mabarashtra, Gujarat, Earnatak, Temilnadu and West Benoal in
the light of comparison with the All«States data for the periof
1561 vo 1581, Following aspectas of the tax will v examined
comparatively s

i} Growth of ravenue from entertuinzent taxs

1i) Zeverve sionificence of entertaipment tak.
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1i1) level of entertelirment tax,
iv) Buovancy and income elesticity of entertainment tax.

viii) nmlomanml aﬁ.gnificama of entertairment tax,
This is the subject matter of cha@mr Ko, IiX.

(3) T¢ ?ﬁ&ﬁ&& THE VIEWS OF CINEGOERS, -QIM QWHERS,
Fid QI&WIR??ERS REGMIDING TUE EFFECTS GF P‘m’ER’L‘M BIENT TAX
on their behaviour., Thizs i5 done on the baais of & sample

survey selected in a purpssive manner. ‘Phis part is included
in the digsertation as an fppendin to chapmr ;Mh 111,

(4) ‘1‘9 make certain recomwendations on the basis of
the ccmlusima derived from the theorstical em;?. ermpirical
study mmﬂing the entertairment tax, .

1.8 The Method of Study »

The major part of this study muw' on the analytical ‘
exanination of the date avallable from the sa;:an&ary sources
like the budget issues of REI Bulletin, Geqzb:iﬁaﬁ Finarce and
Revenue Accounts, Budget Bgeuments of énverfmjﬁnm cencerned
and other Govermment publications. However, the thecretical
anelysie of entertainment tax will be wainly :mﬂuﬁtiva ralying
heavily on the theoretical analysis of indirect taxes in its
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cm&only sccepted form in most of the text books on Fublic
Finance, However, an exploratory survey is conducted to pake
a pragmatie aésesment of the views of the parties directly
concerned wi tfh ontertaliment tax, namely einegoers, cinema
owners and fiélm' distritutors. This is basieally a random
sample sutvayi where the elements of the population sre selected
ina purpusiv!l manner. The survey is msﬁriebed- nainly tfo.
Sengldd and Etn{lhapur‘ cities but in the case o}f di‘stributorjs wost

of the elmn!ta belong to Bombay, Pooma, i}:olhagﬁx: and Saﬁgii .
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