CHAPTERmIT

Table 3.1 gives data for entaortolsment tax rovenue for
Maharashtra, Ouferaet, Tamilpads, Rarnatak, West Bepgal and
All-States for the period under study., On the basls of thisg
data we can make following observations s o

1) It is clear thet revenue from entertaipment tax is
growing at a fast rate in 21l the States under study, The
annusal compound rate of growth of revemwe a@; the All-EStataes
level is 16%.

1i) Rarnstak and Cujarat are the two States where the
growth rate of revemue from entertaimnent: ﬁéﬁ is significantly
greater than the respoctive growth rote for ‘ slleStates. In
case of Mahareshtrs, Tamilnadu and Wesk Bengal tho respective
growth rates are lower than the gxwﬁﬁ g&,&gf’for Hll=8tates,

441) If we rank the States by thﬁ amount of reveme from
entertainment tax, we get following réa‘idn@& « Maharashtra,
Tamd Inadu, West Bengal, Korsatek and Guferat for the year
1960-61 and Maharashtra, Tamilnadu, West Bepgal, Karmatal and
Gujarat for the yesr 1580-81. From thigi' itiis elear that in
the case of States under atudy, the rez:la‘:t;ivé' position of the
Stetes regarding revemve from entertaimdent tax has remained
more of less unchanged.
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iv} The overall imeveasa in the revemue from cntertaine-
ment tax 18 the highest in case of Karnatak and lower in case
of West nengal. In case of Gujarat t:.he‘ overall increase in
revenue fm ént@etaiment tax is much larger than in cese of
Maharasmra} Tarilpadu and &Ifeat Bengal,

v} The porcentage share of different States in the
total reven{;e from entertainment tax is as under

|
i

' 1960-61 198081

Maharashitra ... 20444 19,92
Gujarat ene 4.88 7.91
Tamilinade ves 15,41 12,70
Karnatak s £,03 9411
West Besngal “se 12.05 D84

From this we can say that ﬁaﬁazashtr&'s relative share
has remained aimost the same over a period of 21 yesrs. In
eaée of Tamilnadu and West Bencel this share ks decresced
vhercas in case Gujarat and Karnpatak it has inceresased.

vi) If we ﬂaiculate the average annual growth rate of
rovenue from entertalmment €ax on tha basis of apnual
increane £or avory year it 18 seen that in ease of Maharashira
it ie 16.28%, Gujarat, 19.3%, Tamilnsdu 15.23%, Karnatak 20.14%
and West Bangal 15.35% and in case of AlleStates 16 .19%. These
can ba considered as trend growth rates. In case of
Maharashtra the meximur annpel incrense 4is in the 1962-63 and
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and in the vesr 1967+68 there is a slight decresse. In case
of Gujarat the maximum anmaal inoreass 1s in the yeur 196152
and minimum in the year 1%‘?«6525- In ¢aze of Tapilnodu the
magimun anmeel increase is 1%.1% in the yoar 196364 whereas
in the year 197772 there i85 a slight decreass. In case of
Karnatak maximum ammal inoreass i in the yesar 197374 and
minicur in the year 19070«71. In case of West Bongsl maximum
annual increase is in the yeer 1974~75 and in the year
1967-68 there is a slight decrease.
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3.2 Overall Revenue Significance
‘ of Entertaimment Tax

Reverue significance of a tax is measuyred by the
percentage x:aftiq cf the rovenue from the tax Lo the total
revenue ©of tzhé Goverpment concerned Revenuve sionificance shows
the relaéive Eimpaxtama of the tax concerned in the overall
revenms system.  We have meagured yevenus éignificaﬂw in
thoee dﬁ.ﬁfmnh wayse. 4in the first case ravenue ££m entar~
tainment tax 18 related to tha total revame of the State.
The total rev:emu@ comprises own tax zeve%me. transferred tax
revenue, own non tax rev emie and transferred non-tox reventude
In the second cage revenua from ent;ertainmem tax is related
to total tax reverme which comprises own tay revenue and
transfarzed tax revenue. In the third éase the ravenus f£rom
entertainment tax is related only to the State's own tax
ravenue . The first ratio measures the overall revemue signi~
fimance, the second ratio measvres the revenue significance
of the tax in ti::mr total tax revenue wherdas the third ratio
metsures the revemue significence of the tax in the own tax
revenue of the State, The third retio is more important and
rolevant so £ar as the s%:‘ate‘s own tax syeten 1s concerned.
Takle Nos 3.2.~0 gives data for the pverall revenue
significance of ‘entortainment tax for ALY Btates and the
States under study. On the Rasls of this table we can make
following statements @

3241
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i} If we consider the average reveme signﬁ,ﬁcanca
for the wm;ale poricd undor study it is sesn that overall
revenve significance for the All-States model 45 1.64 apd
in all tha‘isgatas under study this average iz slightly

greater in case of Gujarat {1.79) and Karpatak (1.76) but
" in case of maharashtra {2.72), Tapilnadu (2.99) end West

Bengal (2.06) 4t is significantly grester than the All~
States average. One explanation f£or thia may be the tradiwe
tional mcatim; of £ilm industry in &ahamshtta. Tami Inadu
and West Eangal. ’

ii) I;f we take into consideratiosn Et’enﬁ 85 such it
seems that gonly in Gujsrat and Karnatak the revenue
&ignifimm:e has significantly increased aitex' 1670 whereas.
in case of Maharasntra, Tamikadu and W&S’Dﬁ Bengal the revenue
significsnce shows irregular ﬁlucmatiena in the renge of
the 2% to 3% over the whole pericd, The fluctuating
mnﬁefscy ié‘ clear in the case of All=Statos model 3lso.
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| Year | West Dengal pp-iblztates
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o R, %14 Re % 17
1. e 25, 16. 17, 18, 19
ﬂ-n-ﬂa-a~mmmwmmmnswﬁ»tmmm-wwcmu-s:-uwu
mso-sz 100 156 1,66 101441 1305 1.29
, .1961-62 DS 186  1.88 107349 1510 1.481
| 31962-63 572 242 2.29 128386 1821 1,42
' 1es§-64 376 263  2.13 145020 2254 1.51
1964-65 503 3ol 2.17 173498 2511 1.54
; wss{-es 700 319 1.19 185021 2544 1.59
] 1955'-57 208 337 . 1.85 213520 3525 1.68
| E:wt'?‘.'a-sza 518 325 1.72 232458 3556 1,53
:1959-&9 ‘[m. 381 1.58 267000 4245 1.59
19&9-?@ ;zap 465  1.85 308270 5042 165
}979-‘71 579 807  1.98 337040 5752 1.71
1971=72 224 575 1.35 404472 6278  1.55
1‘??2-?3 364 722 2.0 491235 7656 1.56
1973-74 "393 . 838 2.21 555200 9959 1,79
197?-75. ;m 3136 2.43 643151 12554  1.95
1975<76. 3335 1387  2.48 793816 14989 1.89
1976*77 411 '1561 2.4 so3voz 17518 1.94
1977-98 b7 1685  2.37 993057 18056  1.82
197879 big 2012  2.63 1164660 20488  1.76
1979-80 bye 1500 1.67 1362031 23068  1.69
1580-81 471 2q08% 2,12 1563073% 253058 1,62
T e e e o e e e e A e e o we w
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3301 Total Tax Reovéerme Significance
of Entertainment Tax 3

Pable Hoe 3vw2«B glves data regarding the revenue
sﬁ.ﬁniifimzzc& of entertaibment tax in *:;tm; total tax revemse
{own + transferred). On bhe besis of this dats following
bbsmauam, whjic:h are more or lazss similer to the obsorvas

tions wade earlier, can be made s

r";;‘} The aversge for the whole perlod in cazse of 2l .
States 53.:’3 2,600,  Iin cape ¢f Vornstek, West Bengal and
Cujarat this average is slightly greater but in case of
Maharashtra and Tamilnedu ths averages are significantly
higher.

11i) In case of Heharashirs, Tanilpadu, Cujarat and
Hask Bengal, the revenuo signidicance shous a £luctvating
trend but in c#amr 6f Karmatak it is sgen that the revenue
significance has bocore significantly higher after 1972-73
than befors, The Sluctuating trend 35 witnessed in case

of the All Gtates podel also.

3.2.2 Gwn Tax Revenue Significance
of Entertoinment Tax 3

Table Kos 3.2+C gives data regarding rovenua
significance of antertainmont tax in the State's oun tax
revenie. On the basis of this table it is clear that in
Maharashtra, Temiinadu and test Bengzl the revemuse signifi~-
cance of entertairment tax is betwecn 4% So 6% but in case
of Gujsrat and Rarnatsk it s less than 4%, Secondly rovenue
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significance £rom this point of view remcined more or less
stable in case of Maharashtra (excepting 1972«73 and 1973«74).
in case of Tamilnadu the range of fluctuations is higher but
the average significance is the highest. In case of Gujarat,
¥arnatek and West Eéngall it szems that the revemus signlficance
has tended to increace after 1970-71. Zdmilarly in case of
All=States model also the yveverue significance of entettain-~
ment tax seews Yo have an increasing tendency after
{i) 1970~71. In other words, we can say:that (1) at the
ﬁn«-&a&ea level revemue significance 05£ entertainment tax
from the point of vicw of State's own ta:% syatem is increasing
gradualiys o

{ii) This imteazaing tendency is more evident in case
of rolatively less developed States whereas in case of more
developed states the revenus significonce seems to have
reached a platou. '

3.2.3 Crowth Rate Comparision 3

¥e have csleulated compound growth rates for total
revenus, total tex revenue, Gtate’s own tax reveme ond
revems from anmztaimeét tax for the Ml-stama model
as well as the States under study fcr the pariod 1960=61
to 19680«-81, It is clearly scepn that in case of all the
States undor study &as well as the AlleStates model the
reverue £rom entertaimment tax ipncreased at & hicher rate
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than the rate of growth of total reverme. Similarly the
rate of gi'Mh of revenus Srom entertaiment tax is higher
than the mzmmf' growth of State's own tax revenve in all
tha 'Smms bnz&ar study and alao {n the éasq of All=-3tates
model. sui:: i€ we compure the rate of growth of revenue
from entertainment tax with the rate of growth of total
tax revenus it is seon that excepting Tamilnadu, the former
rate 4s gregteé than the latter. The ipplication of this
for Tamilnsdu way be that transferred tay revemc hag
irereassd at a much faster rate. In short we can make a
general cbeervation that entertzirment tax 13 a buovant

source of TOVEnuG,
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3.3 Iavel of Entertedrment Tax 3

By ievex of a tax we mean the ratio of the revenue
from the t,af\x to the natlonal income of the goverpment unit
camzm:ﬂ.f In this stuldy we hove related revenue from
antqrtaimeimt tax to gross pational product at the All
States levézl whereas in case of individual ftates we relate
the revenue from entertainment tax to the State domestic
product of theo State concerned., The level of a tax essen~
tially shows how much of their ipcoma pEople pay in the
form of entertaivment. tan at the macro level, Similarly,
if we relate per capiva burden of entertainment tax to per
ecapita income we gat per capita level of entertaipment tax
which can be considered as level of entertaimment tax at
the micro level.

3.3.1 Macro Isvsl of pntertaimment Tax

Table Kos 3.,3=A gives data regarding the macro lovel
of entertaipment tax for the Alle-States model as well as the
different Ytates under study for the ysars 1960-61 o
1978<79 because statewise data for SDP are not available for
the yoars 1979-80 and 1960-81. Op the basis of the data in
Table HO. 3.3-A we can make following statements ¢

1} in caze of gvery State under study as also in case
0f AlleStates modal the macro level of sntertainment tax is
gradually and slnost conpistently increasing.
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i1} Copuidoring the average of the maceo level of
antertainment tax for the poriod as a vwhole, it 1s seen that
the level of entertaimment tax is the highest in cose of
Tapilradu (.373) followed by Mzhavashtra (.31%), Rarnatak
(24%) , @ujafxat (19%) and West Bengal (.18%). This average
for the All-States model is (.15%).

iil) A;n the States uwnder consideration show a macro
level of eptertaimment tax which is higher than the All~
Etates msﬂél. tre explanation for this may be that all these
States are econorically and sceially more developed then
most of the otl'zer States. At 'a higher stage of development
the growth of cipnemd as also the growth of expenditure on
entertainrent will be generally grester than at a lower

stage of devalopmant.

iv) If we compare the rate of growth of entertairment
tax revenue wiefir the rate of growth of State domestic
product (or GNP} it is clear that in case of every State
under consideration and also at the All-Stata level the
geowth rate of rovenue frop optertaimment tax is significantly
groater i:hz;rz thé growth rate of Sbp, This can be considered
one of the 1peaéib1er evidences to supyport our theoretical
preposition thaﬁ with increasing levels of income, demand
for entertaimment increascs at a faster rate which will
certainly inoresss tax reverues rapldly even et stable rates

of entertainmont tax.
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v) ¥rom the observations made above and considerating
the price inelastic nature of demand for entertasimment, it
c:a;x be aaffaly assumed that with economic development the
‘level of entertairment tox will tend to increase and for
that reason entertaeinment tax will rerain an important
element in the tax system of the States.

i

3.3:2 Micro level of Entertairment Tax @

Table 3.3-B glves data regarding micro level of
entermimént tax (per éai:u:a burden = por capita income x
100) » 3£ we exsming this data carefully it is cleer that
most, of thx.‘:z obhservations made earlier apply almost in tote
to this t&ié)l& also.
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. 3.4 Per Copita Purden of Intertainment Tax s

!
Tabl:e Koe 344 gives information regarding per caplta
vurden of entertairment tax for the AlleStates model and
the Statss ﬁnde!:' study. We get the per eaplita bugden of’
entarta&m:mt tax by dividing the reverus £rom entertaimnent
tax byy po;aulat&mn. In this table figures for population
.ard revenue frop entertainment tex are expressed in lakhs

jaf fupe=s and per capita burden 13 expressed in rupecs.

; i) Excmpﬁ irn casa of Temilnadu ané West Bengal in
 the year ld’}s-“ﬂ and 1957«68 uapmtmmly, per capita burden
of enmttaﬂmnt tax has shown a c@mmently rizing trend
over the wh‘{al@ period.

11) The average per capite burden of entertainment tax
is given in the botton row. It is cleasr from this figuwre
that ip Mabarashtra average per capits ﬁurden is the highest
and in Woet Bengsl, the lowest. It should, however, be
noted thaut in copparision with the AlleStates model the
average pm:% capita burden of entertaimment tax in all the
States un&ejls study i= significantly higher,

1i1) If we make a yearwise ee;mpaxj-ieion of the per capita
burden of énterta&ment tax 4t is clearly secn that per capits
burden of entertaimment tax in Mahaprashtra is alpost constantly
greater than ths other States under study., Next in line comes
Tapilinadu. We have alrsady calculated in Table No. 3.3=-B the



-0 %3 o=

micro level of entertainment tax in the previcus aeceiefm
vhereby it/becores clear that people are paying a very

insignificent part of their anmual income in the form of
entertaimment taxe
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3.8 DPevelopmantal Significance of
Entertaioment Tax ¢

Deyelopmental significance of entertalmment tax is
defincd here an percentage ratio of rovemue from ontertalrmont
tax to developmental expenditure. To mike the anslysic more
specific we have ¢alenlated this significance with reference
to (1} developmental expenditure on revenus account,

{ii) Qevelopmental expenditure on capital account. Supprosing
that the entire reveme £rom entertainment tax 45 to be
garmarked for dfinancing developmental cypenditure either on
revenus account of on ecapital account, the developmental
significance meacures the extent to which revemus £rom
entertaimment tax can cover soch developmental expenditurce.
It s true that such earmarking i& very rorely made, and
establiching méﬁ a district nexus hetweon revenus £x0m a
certain tax and 2 particuler type of developmsntel ewponditure
is not tenable. Howsovaer, the relation attespted hore is
oimply an offort to understand the significance of eptertain~
ment tax £rom the point of view of finaneing developmental
expenditure.

3.%.1 Rovonue Account Developmental
Bion ificance 2

Table 3.5=A glves information regarding developmental
gignificance of eptertainment tex from the revenue aecount
point of view. On the basis of this table following
observations can be mede
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i} In cune of Maharashtra, Gujarat, Temilnadu and
west Pangal, the developmental significance of entertain-
mpent tax geoms €2 be gradually decreasing, barticularly in
the last threc=four yesrs. However, in case of ﬁarnatakl the
_ develormental sigrificance 0f entertajmment tax seems to be
gradually on the increase. ©Of course, in the last four
years again in cage of Rarntak &l1eo there seems to bo a

alight relative decrease in the é@elﬁéﬁé&ﬂt&l significance.

iil) The average developmental siém;ﬁcaneza of
entertainment tax for the period as a iﬁnéaa 15 S.56% in case
of Maharashtra which is signit%icanely -{grgatar than the Aldl
States average {2,81%) and aléo graater gx';h’em other States

under study.

i31) 1f we compare the compound growth rate of developw
mental expenditure and revermée from anw;taiment tax it =
geen that -

a) In case of AlleStates model, Mabarashtre,
Gujarat, Tamilrady and West Bengal dsvelopmental
expenditure has increaszed a%: a higher rate than
the rate at which the revemue from entertaine-

ment tex increased,

b) Howsver, in case of Karnmtsk the rate of growth
of ontertainrent tax revenue is much greater
than the rate ©of growth of ontertainment tax
than the rate of growth of develcpmental
experditure.
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34542 Capital Account Developrental
Slonificance a

Table No. 3.5=B gives information regarding developmenta!
significance of ontertaipment tax from the caplital of view.

i) Period as a whole, average developmental
sigrnificance of entertaloment tax revemic in this case for
'All-States podel iz 8,52% and in case of Maharashtra, Tamilnadu
and West ﬁéx;gai it is much more than thig (2 to 3 times greoter)
In case of Cujarat and Karratak thie average is very cleose to
the hnnﬁtaﬁes avaragee

i1) Another interesting obscervation is that in ecase of
the States ::mdex‘ study the developmental significance of
entertalnment tax from capital account point of view i3 such

graater than ravenme account point of view.

© 134) More irnterestingly the developmental significance
of entertaimnment tax from capital account point of view shows
& gsecular rising trend in every State under study unlike the
falling trend in case of developrental significance from

reverue account point of view,

iv} Excepting the case of Maharashtyrs where the compound
grosth rate of developmental owpenditure on capital account
is distinctly greater than the rate 9f growths of reveme
from ontertalmpent tax, in othsr States the rate of growth
of developmental expenditure on capital account is less than
the rats of growth of revemue from entertainment tax, The
same is true in case of Alle-States model.
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3.6 Cont of Collection Ratio @

Cost of collection ratic is obtained by dividing the
experﬁitung on cost of collevtion by the anount of entertain~-
rent tax z:e:‘kue, | This ratic can be eongidered as a rough
indicator aéﬁ‘ tﬁe efficiency of tax administration in respeet
of a particular texe. If this ratlo gradually tends to
decrease we can say that the efficlency of the tax adminiatm—
tion 45 increasing or the tax is a buéyant rovenue source. If
on the other hang this ratio is ilnereasing we can say that
the efficiency of tax admindstrstion is gradually decreasing
or that the particuler tax has reached the sstursticn point.
However, if this ratio remaine constant it can be considered
85 an indication of the optimum officiency of the tax
adminmtmiian.

Table No. 3.6 glves information regarding cost of
collactlion ratic for entertainment tax in case of AlleStates
model and the states under study. Upto 1976«77 the dats
regarding cost of collection is available eithar in
Corbined Finarce and Revenur Accounts of India or the
Finance Accounis of the States corcerned. In case of
Tamilnadu this data is not available, for any of the years
undey amayf. Slwdlarly in case of Karnatak this data is not
available for a number of yesrs. The observations which are
made under are subject o these limitations,

”
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i} In case of Maharashtra the cost of collection ratic
olearly shows a secular decling trend. The same trend is
seen in All-States model.s In case of Gujarat and West Bengal
5@:@!&1‘, no definite trend 1s seen. If we really on the 311
States, trend alongwith Mahorashtra's exsmple we can say that
in case of ém;éﬁ:ammaat tax iha cost of collection ratio wil
tend to decrease over period as a result of possibly two
reasons - (1) the buoyant nature of the tax, (2) Increasing
efficiency of the administration because of the ease of
collecting this tax.

i) 1f we compare the growth vate of entertainment tex
rovenee with the growth rate of cont of collecticn it is
seon t:hé?:. in cage of mahaxésmra. HWest Bangal and AllsStates
model revenue has incressed at a faster rate vhercas in case
Guiarat the 'coat of collection has increased at a faster rate
in other words it can be suggested that in cose of Cujarat
the aefficiency of the tax administration is relatively low
and it is ddacressing also.
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3.7 Buoyancy apd Income
Elasticity of Tax 3

Buoyaney of & tax expresses rogsponsiveness of the
revenue from the tax to chenges in natlonal income (automatic
changes) an& changes in rate structure, coverage, administre-
tive efficiency and base ete. (discretionary changes) taken
together. It is & rough indicetor of how the revenue from a
tax will eh%nge in the courss of time, Howsover, if we
assume the %i-scm!;ienary agpects to ba constant, the
responsivences of the revenue from the tax exclusively ¢o
the chaﬁgges[ in the national incowe measures the inccwe
elasticity 4::5 the tax. In other words, when the rate of the
tax, the bage of the tax, the coverage of the tax and the
aémmintmtifwa cfficienoy remain umhange:? the change in the
revenuve from the tax can be & scribed only to the changes in
the n&tiom;l incoma. With the help of these o mfmluma
one can estimate almoat precisely the changes in the revenue
from the tax provided information t@garénn@ rate of change
of netional income and the ﬁisamum;a:;r aspects i8 made
available, It is generally sald that the tax system in &
developing econsiny should be sttuc:t.ureﬁ( in such a manner
that it becomes highly ipeome elastic because that is a
help both from ravenue point of wview and poliey polnt of
view. The overall income alasticity of the tax ayétem will
mtuml ly depend on the ingome elagticity of the constituent

taxes.
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Table No. 3.7 gives information regarding buoyancy
and ircome elasticity of the total tax systew (own) and
entertainment tam for the AlleStates model as well as the
States under study. ©On the basis of this information we can

make fmllswing obgervations s

1) Ilh’n the case of All-States model the buoyancy apd
income elasticity of enterteimment tax are both greater than

the dwoyarcy and income elasticity of the total tax system.

i4) In case of paharashtre, Gujarat, Temilnadu and
Ram?at;ak the buoyancy a8 well as the income elasticity of
entertairment tax are greater than the buoyancy and income
elasgticicty of toial tax system. But iin case of Weat Bengal
the buoyaney of entertainment tax is mss than the buoyancy
of the total tax syster and income elasticity of eptertain-
pent tax ié gmgta:: than the income alasticity of the total
tax system. In other worde income elasticity of entertsinment
tax is grester than the income elasticity of the total tax
syster in case of svery Btate umder stuldy and in Alle-States
model,

iil) The entertainment tax shows quite a high income
elasticity in all the States under study, the highast in
Rarnatak followed by Tamilnade, Haharashtra, Gujarat and
Wogt Bengai. Unly in case of West Bengal the income
slasticity of entertaimment tax iz less than that for the
All=-gtates xya&el *

In gshort we ¢an say that the entertainment tax even
without discretionary changes will always give an increasing
rovenue to the Government.
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3.8 Per Cincemd per year
Entartaimment Pax

'J.‘abile Noe 3.8 gives information regarding per einew
per year anfi:er;aiment tax for the years 1975 and 1978 for
the All-States model and the States under study. This give
us a rough indication of the average smount of the entertai
ment tax paia by @ cinewa 4dn a2 year. This can be tormed as
fiscal significance of a cinema., As the data relates to
only two years we cannot moke a statement regarding a secul
trend ir the variable. It is, howover, clesr that in case
every State undey study and also the AlleStates model per
year anﬁartgim&n& tax has significantly incressei. This
increase is relatively less in case of Tamilnadu apd Karnat
but in case of other States it is substantial., It sewms t
the major mason for this rap:}.:i increage in per einema per
year entertaime:m tax is raainly very signlificant aifferenc
between the rate of growth of cinema imuses and the rate of
growth anitertaiwmm: tax. For example, at thp Alle-States
level the number of cinemas in the year 1960-61 was 4499
which became 9551 in the year 1977-78 which i& agrowth at 2
compound rate of 4.5% wheress in case of reverue from
entertainment tax the rate of gmxkﬁ for the same period ia
16 J£%e Cur finding that per cinema per year revenus f£rom
antertaim&ht tax shows a risdng tendency is supported by
siwilayr finding for All-States model and Maharashtra for th
period 1861-62 o 1975-76 by J.F. Patil's study.l
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' 3,92 The Rate Etructure of
Entertaipment Tax 3

e give bolow a brief comparative pleture of the rate

atructure of entertainment tax for the year 1574 .2

In Maharashtra following is the rate structure. In
thig cage the rate of entertaimpent tax is expressed as a
percentage of gross price of adpission ticket. There are

two schedules 3

A) appliceble to Bembay, Poons, Nagpur and Kolhapur
and other Corporation Citics.

i) On the first rupece = 37.5%
ii) On the second rupes « 55%
iii) On the balance oVOr rupess two = 65%

B) In areas other than the placés above mentioned s

i) On the first rupee =~ 32.5%
~ 4i) On the sccond rupae « 47.5%
111) On the balance over rupee two - 60%.

In addition to thisg tax amount the Coverpment of Maharashtra
levies a surcharge on the bkasis of the ‘yxica of ticket at
the rate of 5K upto one rupes and 16% above one rupee. In
other words the average rgte 'of entertalment tex in the
cities mentioned abvove comed €O e 52.5% and in case of
othor place 45.58% or the average for the whole 5tate comes
to be 4%.5% apart from the amount of surcharge. In other
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words, with surcharge on the average, the cinema owners have

to pay alwost 55 paise for collsction of every rupee®.

In Gujarat following rate structure of entertainment

ta¥ is applicable 1t

i)

ii)

i1}

Out of tha first
100 paise {gross)
or part thereof

Out of the seecond
100 paine for part
thereof

Cut of the balanee
of payment for
admisoion.

L 2 g S s W T T T T i SO R T S S e

Area with live 50000 i#ss than

ing population to 80000

of more than 106000 .

one lakh ,

m-a%nunmmnwx-nwurmn:xnam«
40% 37.5% 35K

55% 52.5% . 50%

65% 62.5%  GO%

Additional tax of 10 poise por ticket {a specifiec tax) is

levied.

it is clesar that in case of places having popula~

tion abhove 1 lakh the average rate of tax 18 £3.33% of the

gross rate of adpiesion, in case of places having

porulation more than 50000 upto 1 lakh fgm average rate of

entertainment tax comes €o be 50.83% and in other place

with a population less than 50000 this gate comes £0 be

50.83%. ‘The over all sverage rate of ontertairment tax &n
Gujarat excluding the additional levy comes to be 50.83%.
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In other words on an average for every ticket of one rupee
sold the amount of antertainment tax will be 60.83% inclusive

of additional suvrcharge.

In Karnatak following iz the rate structure. dn
this case the rate of entertsinment tox is expressed as &
3 percentage of the price of admission eie?ce’c excluding the
'| tax.; %amwer, epart from a 100% aummmge on the a.xmoun&
sf t:«ax. ﬁaalth Cess rangdng from 5 to 15% axré an aﬁﬁiﬁiml

.. enterhaimem gax of 0% are also levied.

(1
, i

Upto 5¢ paise soe 20%
Ono rupe and £LELY .6 25% ,
paise =

Over Re. 1 and 50 see 35%

!

paise uptd Rs. 3.

Karnatak Govermment does not make rate changes & according
to the plze of the population of place mﬁmm&zﬁ. On an
averange the cinema owners in Karnatak g:'a;% almost 50% of
the price of the admission ticket as sntertainorent tax
inclvding the additional duty and Heoalth Cess. One more
interesting feature of the rate structure faf’ aptertainment
tax in Karpatak is the applicatimm of & ‘ﬁlm rate of 12%
on the bagls of houvse full gross ea&lec;im in places
having population upto 1 lakh. |

In Tapilnadu following is the rate structure. This

rate structure io exclusive of the amount of the tax »
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In foree in citier of seolection Grade and ‘A Grade

Municipalities ¢

Price of Tick

Upto 30 paise soe

31 paise to 1 Rupee T
and 50 paise

Rupee 1 and 51 palse ees
and shove

Surcharge sas

Rate of
Entertainment Tax

25%

334%
40% ST i

100% of Entertairment
Taxe

when net entertainment tax and gurcharge

i3 below 25 palse wse

above 25 paise Imt aen
less than Reae 1

Above Re, 1/" kut aee
not excecding Re.2
ibove Raoe 2/"' but *ns

not excesiing Re,.3
and abovwe Rgs 3/~ e

5 paise
10 prise

30 palse
‘40 paise

50 paise

Tamilinadu compounded rates appliceble to cinenmas

in ‘%' grade Municipalities and Panchavats @

Parmanent eke

Payable on actual number of shows held in citles

with II grade Municipalities ¢

Touring Ban

2% of Grosz collection
cepacitya

24% of CGross collsction

capacitys
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I1Y Grsde Municipalities

Permanent one 26% of Gross collection
capacity.

Touring PR 24% of Gross collection
capscity.

Selection Grade Panchayat 3

5 Permanent e 25% of Gross coliection
capacity. } ‘
Touring ans 22% of Cross collection
‘ capacity.

Cthar Panchayat Towns @

Permanent sae 24% of Cross collection
capaoeity.
Touring oo 21% of Gross collection

eapscity.

Panchayay Village s

Permanent PR . 21% of Gross collection

capacity.
Touring woe 20% of Cross collection
capacity.

FPayable per weck irrespective of the mumbor of shows
held per weck.

3T Grade Municipalities @

Parmanent cer 22%% of Gross collection
capaecity multiplied by 20.
Touring cne 19% of Gross colleeotion

capacity multiplizd by 16.
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311 Grade Hunicipalitiss

Permanent ses 21% of Gross collection
capacity multiplied by 20.
Touring coe 19% of Grous collection

capacity multiplied by 16,

Selection Grade Panchayat @

Permanent swe 20% of Cross collection
' ecapacity rultiplied by 16.
Touring ves 7% of Gross colloction

capaeiby multiplied by 14,

Othor Panchayat Towns s ;?

Pormanont e 15% of gross cellectwn
gapaelity taultiplieci by 18 .
Touring ase 16% of CGross cuumum ’

capaeity multipued by 1.4. |

3‘%}'
+

Panchayat Village ¢
. e
Parmanant sue 16% of CGrogs collection

capacity multipua&fi b'y 5.
*x’ouriné s 15% of Gross caumtiean

cepacity xmltiplimi by, 1de

It is seen that Tamilneduy has quite & emprehens&va
rate structure for entertainment tax in which mﬁﬁemnt:
schedules are given applicable, t*:; categ@ries of places
like =zelection grade and A grade :mnicipanues. sewnﬁ
grade and third grade Munleipalities, selection gradm
Panchayat places, other Fanchayats towns and small Panchayat
villages. Different rates are given £or permanent cinemas
and touring talkles. Touring talkies are taxes at & lowver

rate, At the sema time surcharge and additional surcharge
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are imposed in the case cities having selection grade and
A grade punicipalitices. alternatively rate schedules are
given on the besis of gross collection and the actual
nunber of shows held and a different rate schedule which
spevifics rate of entertalinment tax payalle per week
irrespective of number of shows held per week. It can be
sald that the rste of entertaimment tax incresses with
higher category or increasing population of the city.
Similarly, if we take into consideration basic rate of
entertaimnent tax the surchargs, and the additional surcharge
in case of selection grade ant Municipalities is as high &s
110.54% of tha net price of admigsion. However, in ca’;se of
eraller towne this rate will be 77% to 83%.

In case of West Bengal the rate of entertaimment
tax i5 expressed zs the percentage of the net pru:m of the
aﬁnlimsim ticket.

) Upto Rse G50 s 30% of such value.
B) Above 8. G850 Upto sve 60% guech value.
Re o 1t20

(}3 Above: 850 3«2@ nt *se 0% of such valua.
uptn Roe 225

D) sbove Ros 2425 sos 120% of such value.
ic paiése surcharge in a1l clasces instead of
Refuges Relief Stamp.

The rate of additioral surcharge on colour f£ilms.

a) if 20 paise or MOre¢ se. 1% paige
but not more than
S0 paise.

b) 4 51 palse Or MOre  +e. 40 paise

but not more than
Ber . ¥ O
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b) 1if §) paise Or MOre .. 40 paise
Mt not more than
REe 1420

e) 3£ Re. 1 and 20 e 75 poise
paize or more but
not more than
Bga 2025

G) 4% more thon R8.2.25 see Ree 1.00

It is clear from the above table thet a greater
progressien 1s mesn in tha ratce structure of the West Bangal.
The avarfage rate excluding surcharge and additional
surcharge comes to be 75% of the price of the ticket., In
cage of ;every ticket irrespective of the price a basic
surchamé of 10 paise is to be paid and in case of colour
£1lm an witieml qﬁrcharge incressing with the price of
admiaaﬁ,afn t:ick{at :énging from 15 palse 0 100 palse is to
be paid . ﬁuppfwaing the price of ticket iz one rupes and
the £1im is & ;:e;xaur £11m (most of the £1)ms now-a-days
are colour £ilmg) the amount of tax will be 1 hundred and 10
tan paise which means even at the Jowest level of price 6f
the enmrtazmgx%t the effective rate of entertaipmant tax
in wegt :Béagalf is 110% of tha price of admission.

The comparative scrutiny of tho rate structuros of
entertairment m:x in the States under consideration enablos
as to make certain general observations regarding the rote
structure.
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i) The entertainment tex is exprossed either as
-percent of the gross value of adnission ticket or as percent

of net valua of admission ticket.

14) The rore of eutertainment tax varies directly
with the population size of the place where cinoma is
located. |

iii) There iz alwavs a2 surcharge and in some case an
add tional curcharge. In case of Kagnatak there i3 a
health cess also cé; the amount of the entertaimment tax.

iv) The rate of sntertainment tax in case of touring

talkies is lower than in case of permanant cinemas,

vl In certain cazes colour £ilmg are subjected to
higher rates of additional surchorges.

vi) The overall average rate of entortaimment tex in
the states under conzlderation is 91413% and is the hghent
in czse of West Benmal (110%) and lowest being in Karpatak.

vii) Sometimes an interceting deviation is wade by
fixing a £lat rate on the sssunmption of houseful gross
collaction but the rate ig such lower.
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APPERDIX TO CHAFTER=XIT

An attempt hags bezn made in the coursa of this study
to astess the views of cinsgoers, cinema-ouners and film
distributors recarding the effects, incidence, the nature
and the possible changes therein, of entertaimment tax. For
thie rurpose a random sample survey of ;m:ae clerents wae
conducted on the basis of mall - quostionnaives, different
for cinegores, cinema owners and £4ln distributors. However,
the response was very slugpish and €o avoid delay we contacted
104 ecinegores belonging to Kodhapur, Sangli, Satara and
Solapur districts, Similarly we had to personally meet*i the
cineraeownars apd persuade them to respond to the questfiomaima
sent to them. Even then, out of 40 cinema-cwners who received
the questionnaire only 16 responded. This is & pdor recponse
rate. Most of the cinema-puners were spprchensive aiaﬂ ‘
reluctant when contacted €0 discuss the issues raised in the
cuestionraire., It seemed they were not in & position to
answer the guestions honastly or they had something to hide,
The response in case of e¢inegoers &fter contact, was
satisfactory. Howaver, tho response in case of Ellmedistri-
tptors is almost totally lacking. ®e sent questionnaires o
twenty £ilm distributors locsted mainly in Bombay (16) and
one from Foona. The only response we got is from the oona
£11m Aistributor. °
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The quastionmaire regarding cinegoera and cinemaw-
owners were in Marathi and in case of film«diptributors in
Brnglish. Copies of the questionnaires, &1l in English are
appended o this report.

3,11 Findings of the Survey s

¥rom the foreguing 4t is clear that beosuse of the
poor presponse mainly m' the cass af £ilmedistributors and
cinama owners the related £indings may not be considered
truely representative and cannot bse used to make sclentific
generalizations. However, whatevey rasponses are availabls
even within this limited coverage, 40 indicate strong
feclings and as such they might be represzontative of the
ecconomic activity in which the respondents are sngaged. Wa
have classified the £indings of the survey in three groups.
The clagsification of the survey datn is appended at the
and of thiz survey report.

mH e

3.11,1 ZIhe Ginemawowners Croup

1) OFf the 16 cinems owners covered by the survey 6
cinepa owners had trade ssperience of more than 15 years, 7
had an oxperience of more than 5 to 1% years and only one
respondent had trade axperience less than £ive years.
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11) To the quastion asg to what differant taxes the
cinema-owners have to pay in the conduct of their trade, the
response was of & large variety. The taxes in which caae
the majority made affirmative indicavions are mainly enters
tainrent tax, surcharge 'tn antertainment tax, sunicipal show
tax spart from the cthey taxes which are paid by all
irrespective of thelr trade or busincas. However, three
respondents made particular refercsnce to liconce fees like
Gumasta licences fae, bocking clerk licence f£a¢, cinema
licence fee and tax on the rent of short reels and slides.

11i) Aecording to all the cinara-owhers, entertainnant
tax is relatively the largest of the taxes thoy pay for the
conduct after business.

iv) We wanted to £ind out exactly what factors the
cinena owners take into considerstion in fixing the price of
"the admission !';:i.akét-.a' it seoms that following are the!
rmajor considerations in order of the importance |

1) The price of adimission s fiwed in such a ménmr
that it covers atleast the average maintcmxéee
cast af;': running & cinemd including a fair vate of
return on the investrent,

2) tifferent classes of tickets sre priesd according
€0 the facilities provided in the rospeotive class,
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3) Some cinema~owners take into considaration the
population, the economie conditions and sociusl
culture of the place where the cinema is lecated
and at the ssme time the mumber of cinemas in
the place.

4) Some of the cinema=-cwners ctated that factors
like the type of Pilm, quality of the £ilw and
taste of the people alse beecome zeleavant in fixing
the price of the adwisslion ticketas

§) According to the cinema-ounsrs theroe is no
Coverrment restriction on the price to be fixed
by the cinema-swners. Howevef, the cincms-owners
take intc consideration tho increasing operating
cost, the gereral inflationary sitvation, the
grovkh of substitutes for cinema-ontortainment
and the changing tastes of the people and growing
size of the populotion.

v) The present rece structure of the entortainment
tax 3 ©Of the 16 responients, one cinema~owner thinks that
the precent rate structure of entertainment tax in Maharashtya
is fair and needs no changs. One g'asponﬂeﬁt; did not answer
this cuestion in this respect but 14 respondents malintein
emphatigally that the present rate structure of entertainment
tax in Mehapashtrs i faulty, unfisr and detricental to the
interests of the cinema business. They feel that the present
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entertainment tax lovel is excessive. In tlely opinion the
net income of the cinema-owners is not enough to compensate
adeguately for the investment that he has made zod the other
risks he has to undertake. Host of the clinemaeowners are
diepleased with the systar of surcharge anpd additional
surcharge which they want to be scrapped. Similarly they
want that the rate of tax should be expressed as a parcent
of not price of advission and not gross price 6&" admiscion.
Adcoording to these cinm—awﬁars average rate of entertaine
ment tax in Mablarashtra €ompared to other States, is much
higher., Some 0f the cinumeowners feel that a:t lcast & part
of the revemie of entertsimment tax should be myem;: by the
Government for the development of cinoma trade. one |
interesting obgervation made by most of the cinmn-éymn iz
that the expenditure by the Government on the collection of
entertainment tax revenue is redundant becsuse it is the
cinema-gwnars who collect the tax, #zapare the paturns and
deposit the amount with the treasury or the State B%eﬁk and
naturally a major part of collection work is dons bﬁr the

cinema-ouners only.
vi) Effects of Entertainment Tax

From the point of view of cinema-owncers, entertainpent
© tax being excassive in‘!ﬁ&ahamahtm. is creating & vardety of
adverse effocts on the ¢inema trades, They £ge2l thet excessive
enterteiment taxation raduces, almest wipes ot their net
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earnings, affects the stapndard of facilities provided to
cinagoers, reduges the frogquency of repeat audience and most
importantly seems to have advergely offected the growth of
cinemas in tune with the growth of populationk Excessive
taxation also ¢reates a tendency among cinemd-ouners in
sraller towns to avoid entertainment tax and this leads to
some corrupticns It is importent to note that none of the
regpondente meintained that incressesd %&éﬂa&mﬁh taxation
leading to higher pricss of admission 1s follewed by &
reduction in the demand for cinema. We also trled to £ind
out good effects of entertaimment tax from the exhibitors
point of view but none of the respomients had éﬁything
definite to say about this., #Apart from a &r:gpt;;é ramark that
it gives easy revemue o the GCovermment. a

vii) Change in the Rate of Tax
, and Price of Mmisasion 3

Of the 16 respondents 1O respondemts stated that the
price of adnission ticket was increased, eovery time the rate
of tax waala ircreased. The others were not explicit al?';mt
this. Howsver, one cinema-owner pointed out that in
uamaahtéé the rate of cntertainmment tax is related to the
grose price and as a result the causation can ba in thfe
reverse direction also, that is, if you inereass the price
of admission ticket, the apount of tax also intreasen.
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viil) m;:mgm g;g rgﬁ x;:aﬁﬁgum

According to most of the ¢inemaeguners guestioned,
the demand for cinoma entertaimment does not decresse
significantly even when cinema-owners increase the price of
admiosion tickets consequent upon incroases in the rate of
tax. It was polinted out that ipmediately after the increase
in the price of admission either due to increased taxastion
or due o other reagons also, there seems to be 8 temporary
slack in the demand for cinona but then gradualiy the demand
again piockseupe. In other words, 1%t can bé ssid that changes
in the rate of entertainment tax

ixr) Suggestions regarding the Changes
in the Rate of Entertainment Tax ¢

~

a) Regarding the method of collection of entertaioment
tax, most of the cinemasowners fecl that the present system of
ecllacting thn tex i3 u&ﬂ.fgm. However, they wore critical
of the derosit which overy cinema-owner has to keep with
Covernment a8 & security for the regular payment of the taxe

b) Regarding changes in the rate of tax the common
demand made by the cinema~puners are (i) the rate should be
reduced substantially, (11} there should ke a uniform rate
for the whole state (4i4) there seems to be a consensus that
the rata of srtertainrent tax should be around 30% to 35%.
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¢} All the cinema-ownors expect following concessions
1) Coverrmment should not charge for the show 0f Indian Hews
ﬁ}ééis . (ii) Cetred on f£iims should be abolished. Howaver,
one respondent ctiticiaeﬁ the present system of tax return in
casa of Marathi £1lme saying that it simply leads to increased
profit and unfortunately worsens the quality of the films
produced. The respordents were divided regarding the introdu~
ction of thé spocifi o system of entertalpment tax in the place
of advalorem entertainment tax.

¥) Entertainment Tax and Frofits
of the Cinemoeownors 3

Agoording to 6 raspondents yate of entortaimment or
the emount of antertaimment tax has no influcncee on the profits,.
But 7 respondents maintain that the rate and arount of
entertoinmont tax definitely reduece profits, According to
1 respondent, increaged rate of toxation if not largely, at
lsast to a certain extent, raduces the size of attendance and
naturally the rate of profit decreases. 7t the present rate
of entertainment tax in Msharashtra and the average pattern
of price of admission tickets, the cinema-owners do nbt get
even 1% return on the investoent, '

xi) Most of the cinema-owners admitted that entertain=
ment taxation has o effect on the producticn of £ilms as wall
as on the distribution of £ilms, '
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xii) Regsarding the mininuwm level of capacity utilization
at the present rates of antertainment taxsticn for maintaining
2 reasonbble level of net eernings, the cinemawowners squeahid
that in cities having population sbove ) lakh the capacity
utilization per show must be 800 %o 1000 sests or in a more
gengral manner, atleast 75K of the seats must be sold.

®iii) Other Suggestions ¢

The clinma-ownets ave ct.itiea‘l of the proesent entertain~
ment duty act, particularly reqaraing the powors given to the
entertainrent tex officer. In rural sreag 19@1 ‘bad elements
enter the clinema without ticket, for which the cinema-owner is
punished. In such casea: clinema«owners should be glven police |
protection and porgons without ti€ket should be legally |
prosecuted by the police. Ope interesting suggestion 18 that
the Govermment should eagmark a certain pereentage of the
rovenue from entortairpent tox for firanaing the eonstruction
of cinemas in rural aress by establishing some szort of Cinema
Construction Fimance Corporation. All the cimemasowners
axpect inmprovement in the police bundocbast.

3.11.2 Cinegoars @

The survey regarding cinegoers covers 2 sample of
104 qlements. Income classwise clasczification of thage
cinegoers s as under 3
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Income Class

i) Upto Bse 5@/" ‘ 'Yy 17.30%
41) above Rs, 500/« tO “ow 46.15%
Rs, 1000/~
i113) sbove Rm. 1000/= to see 15,368%
R8s« 1%0/" .
iv) above Rs, 1500/« to vee 1} <53
Rgs 2000/«
v) and above Rg, 2000/ /=  es. 7.469%

Two respondents did not answer the guestion regarding ‘
their monthly income.

Mere than 60X of the respondents were in smployment,
13.46% were engaged in agriculiture, B8.6% wore students and
12,5% aelf-comployed. Only three respondents are rotired

persons.,

Az to the frequency of visiting cinoma per month it
sacms that two visits to the cinema per month ia the norm
bacause almost 30% of the respondents use it Arocund 20% of
the resporndents feel 4 visits to the cinema in a month
appropriates On the other hand, more than 15% prefer to visit

a cinema cnce & month only,.

It is interesting t0 note that almost 76% of the
respondents purchase baleony ticket which implies that most
of the people having monthly income less than Ree 1500/=
rurchase the baleony ticket. Only three respordents gaid
that they purachase third class ticket.
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From the survey it is revealed that 42.,30% preferred
to attend the third show, 29.84% respondents preferred to
attend second show and 22.,11% ¢o in for the £irst show. Only
3 respondents said that the choice of the timing of show they
attend, depenids on their convenlience whereas only two
raspondents prefer matiny stiow.

As to the querry whether they know that they pay an
entertainment tax is known to them or not, slmest 78% ssid
that they are aware of tho tex, 19% 3aid that they do not
know the entertainment tax, the rest were not clear about
their answer. Norgover, 474 of the respondents told that they
were alsc aware of the proportion of the tax they pay and
their accessment was roughly in tune with the actual average
proportion of entertaimment tax (S0X) calculated eerlier.
47.11% of the respondents suggested the eontinuation of
entertaiment tax whereas 43% sugqes&éd discontinvation of
entertainment. tax, and the rest wera ihﬁifferent. Those who
accept the contimuaticn of entertainment tax gave various
reasong for the sm which are 115&&5',&10!1 2

‘ 1) It is a2 good scource of revenue for the
Government ¢o be used for financing welfare and devolopw
mental projocts,

ii) Entertsinment tax revemue c¢an be used specifically
to assist the £4lw industry in general end can similarly help
in the mass ceducation of the sosioty by giving encouragement
to educational £ilms,
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ii1) It is a tox which in & wey ensures participation
of the people irrespective of their economic conditions in
the financing of public expenditure. In case of Marsthi £ilms
the scheme of refund of entertaloment tax ensures & certain
ecurce of finance for Marathi filw profiuction. Film sntertain~
ment is 2 luxury item of consumption 2nd &3 such it deserves
taxation. Aocording to some mopla{ entertalnment tox way
reduce expenditure on entertailmment and as a result ma]é help
in cincreasing the savings of tho pesple,

Those who oppose entertaimment tax adduce the
folloving reasone in support of their opinion. The reasons
are listed below in order of their importance i

1) Entertaimment tax increases the price of the
admission ticket as a result of which expenditure on the
antertainrent of the cormon people gels inorecased.

i1) cinema entertaizment is the only majer form of
entertainment which most of the people can nommally afford
to pay for.  Entertainpent taxation in this senge reduccs
antettaimeni opportunities of the majority of the people.
The general Iimgreasien. that we get, is that most of the
poople expeet some reduction in the entertairment taxation
(i€ not tetal scraping) mainly becsuse cinoms entertainement
ig the commwon man's entertainment and the tax increases the
price of this entertainment, .



We tried to £ind out the monthly expenditure of the
different families cn entertaimment. About 26.92% of the
respondents sald that the monthly expenditure on gntertaine~
ment of their family is in the range of Rs, 21 ©o 30, in
the case of 25% of the familles the range is betwoen Rs. 41
to 50, in the caze of 14.42% of the families the expenditure
is in the renge of R8, 11 €0 20 and in the case of 8.69%
of the families this expenditure is below Rs. 10 per month,
In other words more than 70% ¢f the femilies spend Re. 10
to 70 per month on entertaimment. 47.1% of the respondents
said that they may reduce the freguency of their vigsits to
cinema 1 the rate of entertaimment tax is increased, 43.26%
of the respordents said that thoy will not reducse :ﬁzh.
frequency of thelr visits to cinema even 1f the rate of
antertajnment tax ia incressed. The raost of the respondents
were apbiguous in thelir answer. Similarly when aike& if they
will increase thelr frequency to the cinema in case o£ a
reduced rate of cntertainment tax, 3& &% of the mspadents
angwersd affismatively whereas $2.88% answaresd mqativoly‘
Eventhough thia is not a very clear proof of the rrice~
irelastic nature of demand for entertainment, it atlesst
roughly indicates o the possibility. More than 60% ef the
respondents sugcested a reduction in the rates of entexuﬁin-
ment tax, 17% of tha respondents suggested the continuation
of the present rate structure and only 5% éf the imapomient.s
suggested an inereage in the respondonts suggested an |
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incresse in the respondents suggested an increase in the rate
of entertaimment tax. The z;éﬁt: of the respondent 4Aid not
specify. It is interesting to note that 58% of the respon-
dents favour progression in the rate structure of antertaipmoent
tax according to the class of the ticket and 33% of the
respondents sugoested a cormon £lat rate of entertainment tax
irrespective of the class of the tickaig othaer rospondents
aia not answer this question. 852% of the responﬂwta approvesd
the suggestwn that the tickets of the Jowest claas should be
tax free. However, 45% of the respondants did not approve
this suggestion.

49% of the respondents consider cinema entertainment
apg 2 want of gerieral comfort mature; 18% of the respondents
consider c;nema entertainmant as a luxury. Ancther 18% of
the respondents conzider it asg an occassional med whereas
only 14% of the respondents feel that it 1a a want of a
nocessity type,

73% of the respondents feel that entertaimment in
general, and particularly of cinema type dees lead o some
educational benefits to the people but 15% of the respondents
cprogse this view and 9% of the respondents are not certain
about this.

We asked the respondents for what purpsses they would
use the amount of expanditure reledsed by the reduction in
the derand for cinsma entertaimpment ag a rosult of sxcessive



-3 92 o=

entertainmant taxation. From the svrvey, 1t seams that
there ara four alternative channels the releasad amount will
be used 1§

i) They wil) use the amount for saving.
4i) They will use the amount for other houschold
exponditure of a regular nature.
11i) They will use the amcunt for othar types of
entertainment, mainly Jdrame in which case, at
present, the price differential is cuite high.
iv) They will use tho amount for short distance
pleasure trips. |
v) Only 3 to 4 respondents suggested that thley
will use the amount for better educeticn and |
rurchase of books. E |

5 |

Ap to the question which of the £ilms should be ex«‘mpt

from entertaimment taxation the overwhelming majority of the
respondents suggested that the £4)ms of an aﬂucatmn#l nature
dealing with current important social probloms, cmvlgymg 2 |

naticnal message, depicting important phases of the mationdl

history and religious £1lns should be exempt from ﬁn?ertaimwi

ment tax. Of course, all tho respondents invariably support

exemption of aducationsl £ilms. ' |

3.,11.3 Film Distributors i

In our survey we sent malled questionners to 119

* i
distributors from Bombay and one distributor from !jfazlna. We

i

s
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taka into consideration the responges by the foona £1ilm
distributor only begause it is the only £irm which has
msmndéd. The £ikn has experience of 23 years in the
distribution business, According to this fimm, the entertsine
ment tax has some bearing on the distribution business ut not
alvays. They are more interested in getting disteibution
rights in those States whers the rates of ontertainment tax
are lower as and when it ls convenient and sometimes make
special offorts for that. It is pointad out that cinema~-ovnars
and puarticularly owners of the touring cincra, raise the
problem of entertaimment tax with the digtributors at éhe time
of hiring the print. It is also accerted that distributors
make larger profita in States having lower rates of entertain-

mant tax,
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QUESTIONNAIRE REG&E&DIRG ENTERTAIRMENT TaAX
CINEWR-OWNERS

Name of the Cinem3eOunot.

Trade aXperioncos

what are thy different taxes you pay in conncotion with

this trade {name the taxes).
How 4o you determirne the price of £he admission ticket ?
wWhich of these taxes is the largest ?

Do you think the present rate - gtructure ¢of eontertaine
ment tax is fair 7 IE not give reasons,

eoording €0 you what is the adverse effect of the
entertainment tax ? Aaccording to you what asre the
favouradle effects of sntertainment tax ?

Did you increase the price of the ticket avery time
the rate of ontertaimment tax increused 7

Doas entartairnment taxation reduce the size of the
avdience ¥ If so, do you know the extent 7

1) To a largo extent
2) To aome extent
3) No to a great extent. g

CARR. BALAZYI™ rvs s g ;
euivasl 11 s 3?;%'37
: ) vy bt dy
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what changss would you suggest in the present system
of entertaimment tox =~

A) The method of ceollection
B} Rate of the tax
¢} Bxemption and concemsiona.,

Do you think that instead of keepiny entertairment tax
adyolerms it would bz aprropriate £o make 4t spocifie ?

How would you enplain the ¢ffests of entertalisment taw
on business ang profits 7

Rxplain the efféctm of entertaimment tax on the
production of £4lm ?

“hat are effects of antertaimment tax on tha business

" of £4lm digtribution 7

what according o your should be,generally the minimum
level of attendance 2% & percentace of total sasting
copacity ?

Gther suggestions.



wy) §6 Oe

g;;mmm:i&m EEGARLT 3&’ Em'wm:mm T &%
CINEGORRS

1. The Neme of the Cinegoor 3
Age Bducation s Place

2e Oun or CGuardian's monthly income.

3. Own or Cuardian’s Occupation.

4y Rumker of vipits o 2 clrera per month,.

e Which 35 the oloss of ticket which you gemmhy go for ¥
6e Which show do you gererally prefer to atkiend ?

7. Are you aware of the entertainmont tax ?

B. /Arae you aware of the proportion of ontertaimment tax
in the price of the ticket you purchase 7

O Do you know whe ulticately pays this tax ?

10. Should the entertainment tax be continued o
discontinved ?

A) If you want continuntion of the
tax give reasons.

B} If you want discontimmation of the
tax give raasons.
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1i. what is the wonthly expenditure on entertainment of
vour family ?

i2. wWonld you reduce the number of visits to cinema if
the present rate of entertainment tax i8 increased ?

13, ‘ould you increase the number of visits o cinema if
the present rate of mnm:taimgnb tax is roduced ?

14. “hat change would you suggest in the present rate of
entartainment tax ? Should it be increased, decreased
or unchangeld 7

15 Should the rate of entertalnsent fax be unifconm
irraspective of the tlass of ticket or shouid it be
prograssive aceording £o the class of the tifket ?

6. Do you think that the lovest ¢lass of ticket should
be axwenph from entertainment tax ¢

17. How according o you would you clascify cinema se &

wapt ? Essential want, oecssional want, & want of -

general comfort nature, luxury want.

18. Do you think that entertuipment in general and
particularly cinema crntertaimmont, leags o
educational benefits ¥

-
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Assuping that you preduce your aﬁgan&iw&'e on cinera
because of high rate of entertainment tax, how would
you use the releaged amount ?

wWhat type of £films according to you should be exerpt
from entertainment tox 7
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Nams of the Bistributor.

fiow long has this £irm been in the distribution business 7

Bo you think thaet entertaivment tax has any bearing on
the distribution business ?

Bo the distributors take into consideration the differen-
ces in the rates of entartaimment tax in different States
at the time of purchasing distributicon rights from the
producers’ ? ’

Do the Aistributors maka additvional efforts for getiing
distribution rights in the States where smtertairment
tax rates are lower 7

Bo tho cincmas-owners raise the problem of entertaimment
tax with the distributors at the time of hiring the
print from the distributor 7

Can it be said thet the distributors make nommally mére /‘/

profits in ’ehe States having lower rates of e

entertaiment tax ? yal '
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CLASSIFICATION OF SURVEY DATSH
CINENA-CWNERS

1) Qlassificztion of the Respondenta
by Trade Experience
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yoars lese YEB. Yré. S« YESe
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2) Classification of the Rogpondents
by the Type of Taxes they pay in

Connection with the Buginess i
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3) Clamgification of the Respondents

According to the largest Tax thay Fay s

W TN 2 gy 5T e o0 e T ST S S i W 51 S s NS W e R i e Tl tr ES o 1 T WS SE LY e SR S I R I i Sr LR sa TR an gy

Entertaninment Tax Entertainment tax Surchéryge
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4) Classification of the Resvondents by the
Appropriateness of the Fresent Rate Structure i
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5) Classification of the Regpondents by
whether the Increazed Tax leads to
Increase in the frice of Admission
Ticket ¢

Lt IE w0t eSS Sl Sy I e 2 S e I U A W T e B A B e 0 S o BT O e DM i L

Specifie Ko Ambigiocus
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§) Classification of the Respondents by the
effect of post-tax increase in the price
of Admission Tidket on the Demand for

Sinoma
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7) Clessification of the Respondents by

the Specific or Advolerar Nature of
the Tax 3

10T o 0 TE, Tt S, T 3 L2 e ST T i T S W e T i 0 S S o 3 O e 4 2 e, SN e e T

Yes o Indifferont No Answer
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. 8) Classification of the Regpondents by the

Bffect on the profit or the Trade :
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9) Classification 0f the Respondents
by the Effects of Entertairment 'I'ax

on Film froduction

HER ST e N I I A R IR IR A TR e I e T e 2w L oS o K e 55 ae i me 3K G 1 e S

Froduction Ugseorcaesed Xo Bffects ‘No Answer
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10) Classificotion of the Respondents
by the Effects of Entertainment Tax

on Film Distribution

r.f-nm-um-ummmmmum«qmcnmnm-cmnamau
&dverse ¥o Apmbiglious 8o
Effects . Bffects &nswer
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CINTGOERS

1} Classification of the Respondents
by Monthly Inccme
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2) Clsssification ci: tha Respanéems hy
own_or Guardian's Uceur
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3) caassifigatmn of thainesncnﬂenta by
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going
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4) Classification of the Respondents by

the Class of Tickets purchased
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§) Classificstion of the Respondents by
- the Timing of the Show they prefer
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Matiny 3¢ 6 6 to 9 g to 12 Convenient o answer
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6) Claspification of the Respondents by
the Avarcness of Entertalnment Tax ¢
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7) Classification of the Respondents by
tho Awvaresness of the Proportion of
the Tay in ¢the Priee of Ticket s
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8) Classificetion of the Respondents by
the Incidents of Tas {(Who pays the tax)
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Qwners rent
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o} Clascificntion of the Respondents by
Contipuation or Disceontipuation of the Tax s
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10) Clessification of the Respondents by
the monthly amount of exxmnﬁitute on
Entertaimment o

T SR S0 e I 1 % T a0 400 T TEF aun TS AT S T e 25T e L o I 2R e 213 i S B 5 4 57 s o S e o i ST e W e ks U e 1 i 9SS
Re. s, Re, R8, Ra, R8s, o, Re, R3. R3, Above Anbigue Ho
10 11 2 31 41 5% 61 71 81 <« Rpge 1C0 ous

to € o to to ta to to to

20 30 40 S0 60 70 8B SO 160

ﬁmu-ﬂmams‘.ﬂﬂdsmn::bamnwwomvmWn&gﬁuﬂwu&aﬂ»ﬁuwﬂ-@mﬂuu

9 15 28 1@ 21 2 1 2 - & 5 2 3

SW eI o e o W W SRS e S S g e 13 W SR Tlians M et 4020 10 S 00 000 L1100 50 ST T WD i 5 I T A 22 e W e e S



g 110 o=

11) Clasnification of the Rospondents by
Chenga in the Depand for Clinema as &
Result of Increased Tay s
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12} Classification of the Respondents by
the Change in the demand for Gimma

as o Result of Decrsaged Tax ¢
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13) Classification of the Regpondents by

change in Entertainment Tax
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14) Classification of ths Respondents by
Procression in the Tax Rate 3
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15) Classification 9f the Respondents
by the Exemption for the lowest

Class of the Ticket
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Ehould be ghould not Agpbigious Ko answer
exenpted be oiempted
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16} Classificotion of the Respondents by
the Natura of the Entertainment Tox
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17) Classification of the Respondents by
the Educational Benefit of Cinerma
Entertaimment :

Yes No Ambigious Rarely o Answer
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