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3*3, Heuemi© from Entertainment Tax *

Table 3*1 give® data for ei&@rtoininent tax revenue for 
Maharashtra* Gujarat* TamUnadu* tearnatek# Moat Bengal and 
AllwStatoe for the period under st»«%* On the haste ©£ this 
data we ©as make following ©feservafcion© t

i) Xt is ©tear that revenue from ©ntertaifirsenfc tax is 
gmwtm at a fast rate in ail the States under study* The 
annual compound rate of growth of revenue' at the Mi-State® 
level la 161&#

11) Karnatak and Gujarat are the; two States where the ■ 
growth rate of revenue from entertainment: tax is significantly 
greater than th©: respective growth rate forJ misstates • In 
case of Maharashtra* familnado and mm% Bengal the respective 
growth rates are lower than the growth rate! for Misstates*

ill) X£ m rahh the State© fey the amount of revenue from 
entertainment tax* ms get following rahJdngs « Maharashtra* 
Tamiln&du* hast Bengal* ftarfmtak and Gujarat for the year 
1960-61 and Maharashtra, Taaallnaiu* Hast Bengal* Kamafc&k and 
Gujarat for the year 1980-91. From this it;! is clear that in 
the case of States under study* the relative' position of the 
states regarding revenue from entertainment, tax has remained 
more ©r less unchanged*
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ivj The overall increase la the revenue from entertain­
ment tax la the highest la case of Karnatak and lower la cas© 
of Mbst Seagal* In case of Gujarat the overall increase in 
revenue fro® entertainment tax is much larger than in case ofi
Haharasbtxaj Xamileadu and feat Bengal*

v> -The percentage share of different States in the 
total revenue from entertainment tax is as under i

»«0*1 1980-81

Maharashtra ** * 20*44 19*92
Gujarat + •* 4*88 7.91
Tamilnadu • ** 15*41 12*70
Karn&tak • • • 5.03 9*11
Mast Bengal • ** 12*05 9*84

we can say that Maharashtra's relative
has remained almost the same over a period of 21 years* In 
ease of Tamiltmdu and Meat Bengal this share lias decreased 
whereas in case Gujarat and icarnatafc It has increased*

vi) Xf we calculate the average annual growth rate of 
revenue? from entertainment tax on the basis of annual 
increase for every year it is seen that in ease of Maharashtra 
it is 16*28#* Gujarat* 19*3## TamA loads* IS .23#* Ktarnatak 2o*14# 
and Most Bengal 15*35# and in case of ill-States 16*19#* These 
can bo considered as trend growth rates*1 In ease of 
Maharashtra the maximum annual increase is in the 1962-63 and
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and in the year 1967*68 feMre is a slight decrease# In case 
of (Sojerat the sias&isisp anneal increase is in the year 1961*62 
ana minima® in the year 1967*68# In mm of Tepilnadu the 
©as&csera anneal increase is 16#1% in the y^ar 1963*64 whereas 
in the year 1977*78 there is a slight decrease# In case of 
icarnatah csaxiiBisis aomi&I increase i© in the year 1973*74 and 
ij&ninseiR in the year 1970*71# In case of West Bengal o&ociim 
annual increase is in the year 1974*76 and in the year 
1967*68 there is a Slight decrease#



■S
S *

»«
»«

» S
3T

» 8
3 •

*»
 *9

3 W
*S

m
ot

 Be
ng

al
* S

Sv
tt&

'm
ZG

, *
w

»a
i*

p8
C

t«
»S

B
tiw

 3
ft

15
8

18
5

24
2,

26
3 

30
1 

31
9 

33
7 

32
5 

36
1 

46
5 

50
7 

S7
5 

72
2 

83
9 

11
16

 
13

97
 

15
41

 
16

55
 - 

20
12

 
15

00
 

24
98

* <
■»

«*
«•

 cn 
«■

 *
15

81
.0

1
m

 «b 
to

 m 
m
>

14
*8

15
.8

 
. 18

.8
 

14
.8

 
19

.5
«4

» SB* 
m

 **
» m

 m 
w
* «

34
53

.2
4

67 76 10
2

12
0

13
1

15
2

18
6

19
4

32
0

30
5

31
4

37
6

45
1

70
8

99
0

us
s

14
59

,
15

65
17

47
19

05
23

13

51
2 

58
1 

63
0 

71
1 

77
7 

@
63

 
98

3 
10

92
 

14
45

 
17

80
 

19
71

 
23

97
 

■ 23
5$

 
25

88
 

27
SS

 
32

27

*•
«■

»*
 — 

16
63

.4
0

19
4

22
8

26
8

38
9

BT
.A

* 
6,

83
 

■ @7
3 

10
03

 
12

31
 

14
41

 
: 1

56
9'

 
18

59
 

20
O

S

*»
 — 

**
■-

31
39

 .0
6litIXZ.

0&
S

BHSZZ
Sit
*S%
cct
3ft 
96 

' 
99

26
8 

28
3 

40
4 

48
9 

- 498
 

61
3 

78
6 

77
2 

89
8 

11
01

 
12

93
 

14
62

 
17

55
 

22
78

 
26

65
 

■ 31
39

 
34

66
 

35
64

 
42

36
 

47
30

 
.5

05
9

»«
*«

*«
»«

18
87

.6
9

19
60

-6
1

19
61

*6
2

19
62

-6
3

19
63

*6
4

19
64

*6
5

19
65

*6
6

19
66

- 
67

19
67

-  
68

19
68

- 
69

 
19

69
*7

0 
19

70
-7

1 
19

71
*7

2
19

72
- 

73
19

73
- 

74
19

74
- 

75
19

75
- 

76
19

76
- 

77
19

77
- 

78
 

19
78

*7
9 

19
79

*8
0

19
80

-6
1*

m
O

ve
ra

ll 
In

cr
ea

se
 %

«*
**

w
»w

*w
*w

^®
*w

—
®

-—
**

«—
*—

a—
* «

—
»«

*3
—

»b
s*

s^ 
s^

»*
s*

 *—
*«

*»
»«

»»
*»

**
—

*-
*—

»—
* 

*»
»*

«*
«*

*—̂
**

—
®

**
*—

**
«

""
Y

ea
r 

M
ah

ar
as

ht
ra

 
G

uj
ar

at
 

T
ei

nl
ln

ad
v 

K
ar

aa
ta

lt
®

*^
*»

*w
*w

*®
**

ss
*i

»s
s»

 !»
«>

>»
•»

 as
»e

»»
#e

i*
«!

*>
 is

* a
* e

s*
»s

 
ss

*g
s*

e)
*»

*i
s*

!s
i<



«*o 41 O'

3*2 Overall Revenue Significance of Entertainment ‘fax t

Revenue significance of a tax is treasure# by the 
percentage ratio of the revenue frees th© tax to the total 
revenue of the Government concerned Revenue significance shows

t
the relative importance of the tax concern,©a iss the overall 
revenue system. • We have measured revenue significance in 
three different ways* In the first case revenue from enter­
tainment tax is related to the total revenue of the state*

i

The total revenue comprises own tax revenue* transferred tax 
revenue* mm non tax rev erase and transferred non-tax revenue* 
In the second case revenue from entertainment tax is related 
to total tax revenue which comprises own tax revenue and 
transferred tax 'revenue* In the third ease the? revenue from 
entertainment tax is related only to the State's owes tax 
revenue* The first ratio measures the overall revenue signi­
ficance* the!second ratio measure® the revenue significance 
of the tax in the total tax revenue whereas the third ratio 
measures the revenue significance of the tax in the own tax 
revenue of the State* The third ratio Is more important and 
relevant so far as the state's own tax system i© concerned* 
Table Bo* 3.2 .-A gives data for the overall revenue 
significance of entertainment tax for All States and the 
States under study* on the basis of this table we can make 
following statements s

3241
A
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i) If wa consider the average revenue significance 

for the whole period under study it ia scan that overall, 

revenue- significance for the All-states model is 1*64 and
i

in all the,[States tinder study this average is slightly 

greater in [case of Gujarat (1*79) and Ksrnatak (1*76) but 

in ease of ifcaharashtra (242), Tarilnadu (2*99) and west 

Bengal (2*06) it is significantly greater than the All- 

States average. One explanation for this ©ay he the tradi­

tional location of £1Ib industry in Maharashtra, Tarnllhadu
i , i

end West Bengal*

ii) If we tah© into consideration trend as such it
i

seems that only in Gujarat and Kama talc the revenue
i , •

significance has significantly increased after 1970 whereas 

in case of .Maharashtra, TamiJnadv and West Bengal the revenue 

significance shows.irregular fluctuations in the range of 

the 2% to 3% over' the whole- period* The fluctuating 

tendency is' clear in the case of All-states model also*
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if68-69'i1 ■. i ?i: 441 361 1*60 267000 4245 1.59
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1973*74 893 : 839 2*21 55S2O0 995® 1*79
1974-75 019 1116 2*43 643151 12554 1*95
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>314 I960 1*97 1362931 23664 1.69
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3.3.-1 Total Tax Avenue Significanceof BBfcegteinmcnt Tax t

T&hl® Bo# 3»2-B gives data regarding the revenue 
significance of enfcertal^sent tax is the total tax revenue 
■(own 4 transferred)# On the basis of this data following 
observations# which are nor© or less siirdlar to the observer 
tions mad© earlier# can fes made «

f 'i| the average for the whole period in case of Ml .
)

States is 2*6055# . In css© of Karmtak# Most Bengal and. 
Cujarat this average is slightly greater' but in case of 
Maharashtra and tamilnedu the averages are significantly 
higher#

11) in mm of Maharashtra# Tamflnadu# Gujarat and 
West Bengal# the revenue? significance shows a fluctuating 
trend but in case: of Karnateftc it is scan that the revenue 
significance has fee®*®' significantly higher after 1972*-?3 
than before# The; fluctuating trend is 'Witnessed is case 
of the Ml States) model also#

3*2.2 Own Tax Revenue Significanceof Infcertoimioat Tax a

Table Mo* 3#2*C gives data regarding revenue 
significance of efifcartalineKit tax in the state’s own tax 
revenue# On the basis ©£ this table it is clear that in 
Maharashtra* Tnmilnadu and Meet Bengal the revenue signifi­
cance of entertainment tax is between 4% to 6% but in case 
of Gujarat and karnatak it is less than 4%. secondly revenue
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significance from this point of view remained wore or less 
stable to case of Maharashtra {excepting 1972-73 and 1973-74) * 
Is case of Tamitmdu the tangs of fjuefeuateioiio is higher bet 
the average significance is the highest* Xn case of Gujarat* 
Karratsk and west Bengal it seems that the revenue significance 
has tended to increase after 1970-71• Similarly in case of 
All-States model also the revenue significance of entertain- 
went tax seems to have an increasing tendency after 
U) 1970-71* In other words# we can sayvthat Cl) at the 
Mi-states level revenue significance of entertainment tm 
from the point of view of State’s own tax system is increasing 
gradually*

Ul) This increasing tendency is more evident in case 
of relatively less developed States whereas in case of wore 
developed states the revenue significance seems to have 
reached a platen*

3*3*3 Growth Rats Coroparlsion t
w© have calculated compound growth'rates for total 

revenue# total tax revenue# state’s own tax revenue and 
revenue from entertainment tax for the Mi-States model 
as well as the States under study for the period 1960-61 
to 1989-81# Xt is clearly seen that in case of all the 
States under study as wail as the Ml-states model the 
revenue from entertainment tax increased at a higher rate
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than the sate o£ growth of total revenue* similarly the 
rata of growth of revenue £rm entertainment tax is higher

i

than the rateof growth of State'© own tax revenue in all 
the States under study and also in the case of A1 Instates 
model* But, if we compare the rate of growth of revenue 
from entertainment tax with the rat® of growth of total 
tax revenue it is seen that excepting Ifamilaadu, the former 
rate is greater than the latter* The implication of this 
for Temilnadu may fee that transferred tax revenue has 
increased at a msch fester rate* Xm short we can make a 
general obsferv&tloh that enterteirspent tax is a buoyant 
source of revenue*
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3*3 feavel of Entertainment Tax *

% level of a tax w© mean fete ratio of the revenue
I

frets the tax to the national incense of the government uniticoncern©!*! In this study w© have relate! revenue from 
©ntertairaaesnt tax to gross national product at the Ml 
states level Whereas in ease of individual states w© relate 
the revenue from entertainssent fax to the State domestic 
product of the State concerned* The level of a tax essen­
tially shows haw much of their Income p-psple pay in the , 
form of entertainment. tax at the macro level* Similarly, 
if %r© relate per capita burden of entertainment tax to per 
capita Income we get per capita level of entertainment tax 
which can be considered as level of entertainment tax at 
the micro level*

3*3*1 Macro hovel of Entertainment Tax «

Table Mo* 3*3-& gives data regarding the macro level 
of entertainment tax for tfe® All-States model as well as the 
different states under study for the years 1960*61 to 
191S-79 because statewis® data for sop are not available for 
the years 1979-80 and 1980*31* On the basis of the data in 
Table mo* 3*3«A tm can trash© following statements s

i) Sn case of every State under study as also in case 
of All-States model the macro level of entertainment tax is 
gradually and almost consistently increasing*



^*ir33«(*3-5*»S3«*as*»se*
' Year

(ins* in Xefchs)
a—w—at—*s

I9OT-61
lwl-62
1962-63
l9(i3-64
39^4-45

1985-66 
l9|©-67 

, 19^7-69
i4@«69
i9$9“70
1970-71

;y?%72'
::if?2-73;

ikbsbs 
!19^y^76 
: lsp6»77
;1977-78
: 1 ' !’ ' .

1978-79
1979-80

;1080-81
; i ! !!
— ]—>■—•

i Overall 1721'
' .01

a«e %■
—j — —

OGR 1L

~7&.R*
,|

TfTiI
54 14

sosn : Bn*.*?* “Wi
% 17

e* -we «* Vi* «■ 4» 4*- M *£> # «n «
' '6. 16 * 17* 18. 19.

-5^*—3*—•—*—*—®—W**®—®—!K—S5»

658 3.25 43093 1365 3*03
G36 ,. 3.53 48368 1510 . 3.12
742 3.98 56992 1821 3*20

1053 • 3*66' 68070 ' 2256 3*31
1J0I 3.64 76483 2511 3.28
1219 ' 3.39 @4200 2944 3*50
1&7 I 3*40 93724 3523 3.76
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£i> Considering the average of the macro level of 

entertainment tax for the period as a whole# It Is seen that 

the level of entertainment tax is the highest in case of 

Tamilradu C .373) followed by Maharashtra (.31%), Kamatak 

iH4%), Gujarat (*1$%} and west Bengal C #18%)« This average 

for the All-States model is (*15%) *

iii) All the States under consideration show a macro 

level of entertainment tax which is higher than the All- 

States model* One explanation for this may he that all these 

States are econorically and socially more developed than 

most of the other States* At a higher stage of development 

the growth of cinema as also the growth ©£ expenditure on 

entertainment will be generally greater than at a lower 

stage of development*

iv) If we': compare the rate of growth of entertainment 

tax revenue with the rate of growth of State domestic 

product {or GRP) it is clear that in case of every State 

under consideration and ©Iso at the All-State level the 

growth rat®'of revenue from entertainment tax is significantly 

greater than the growth rate of SDp. 2*his can be considered 

on© of the possible evidences to support our theoretical 

proposition that with increasing levels of income# demand 

for entertainment increases at © faster rate which will 

certainly increase tax revenues rapidly even at stable rates 

of entertainment tax*
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v) From the observations made above and coneiderating 
the price inelastic nature of demand for entertainment, it 
can be safely assumed that with economic development the 

- level of entertainment tax will tend to increase and for 
that reason entertainment tax will remain an important 
element in! the tax system of the states*

i
3*3*2 Micro level of Entertainment Tax s

Table 3*3-13 gives data regarding-micro level of 
entertainment tax (per capita burden * per capita income x 
100) * If we examine this data carefully it is clear that 
most of the observations mad© earlier apply almost in toto 
to this table also*
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3*4 Pm Capita Border, of .entertainment Tax «

Table 8©* 3*4 gives information regarding per capita 
burden off entertainment tax for the Mi-State® model and' 
the States under- study* Me get the per capita burden of' 
entertainment tax fey dividing the revenue from entertainment 
tax feyy population* In this table figures for population 

! and revenue from entertainment tax are expressed in lakhs 
! of rupees and per capita burden is expressed in rupees*

i) Except in case of Taisilnadu and West Bengal in 
the year 1976-77 and 1967-68 respectively* per capita burden

i !of enfcerfcaii»«snt tax has shown a consistently rising trend 
over the whole period*

ii) The average p&r capita burden of entertainment tax 
is given in the button row* It is clear from this figure 
that in Maharashtra average per capita burden is the highest
and in Meet Bengal* the lowest* It should* however# be

!

noted that In comparision with the All-states model the 
average per capita burden of entertainment tax in all the 
States under study is significantly higher*

lii) If we make a yearwice comparision of the per capita 
burden of entertainment tax it is clearly soon that per capita 
burden of entertainment tax in Maharashtra is almost constantly 
greater than the other States under study* essxt in line comes 
Tamilnadu* Me have already calculated in Table Ho. 3.3-B the
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micro level of entertainment tax in the previous section 
whereby it!becomes cleat that people am paying a very; 
insignificant part of their annual income in the tom ofI
entertainment tax# *
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3*5 Developmental Significance of 
Rntertalnment Tax t

DsvelopRMMktal. significance of entgrtalnnent tax is 
defined here as percentage ratio of revenue from entertainment 
tax to developmental expenditure* To pals® the analysis more 
specific w© have calculated this significance with reference 
to (i) developmental expenditure on revenue account#
Cii) developmental expenditure on capital account* Supposing 
that the entire revenue from entertainment tax is to foe 
earmarked for ^financing developmental expenditure either on 
revenue account or,cm capital account# the developmental 
significance measures the extent to which revenue from 
entertainment tax can cover ouch developmental expenditure*
Xt is true that such earmarking is very rarely made# and 
establishing such a district nexus between revenue from a 
certain tax and a particular type of developmental expenditure 
is not tenable* However# the relation attempted here Is 
simply an effort to understand the significance of entertain­
ment tax from the point of view of financing developmental 
expenditure*

3*5*1 Revenue Account Developmental Sion ifie&nee a

Table 3*S**& gives information regarding developmental 
significance of entertainment tax from the revenue account 
point of view* On tbs basis of this table following 
observations can b® made t
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i) In mm of Maharashtra* Gujarat, Tamilcadu and 
west Bengal# the developmental significance o£ entertain­
ment tax aeons to be gradually deereasing, particularly in 
the last three-four years* However# in case of Karnatak the 
developmental significance of entertainment tax seeps to he 
gradually on the Increase* Of course# in the last four 
years again in case of K&rnfcak also there seeps to be a 
slight relative decrease in the developmental significance*

ii) The average developmental significance of 
entertainment tax for the period as a whole is 5*56% in case 
of Maharashtra which is significantly 'greater than the Ml

■ i

States average (2*81%) and also greater than other States 
under study*

ill) If we compare the compound growth rate of dove lop- 
mental expenditure and revenue from entertainment tax it is 
seen that -

a) In case of All-State® model# Maharashtra* 
Gujarat* Tamilnadu and West.Bengal developmental 
expenditure has increased at a higher rate than 
the rate at which the revenue from entertain­
ment tax .increased*

b) However# in case of ifieuuatak the rate of growth 
of ©ntertainrnent tax revenue is much greater 
than the rate oi growth of entertainment tax 
than the rate of. growth of developmental 
expenditure*
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3.5*2 Capital Account Developmental 
Significance a

Table Mo. 3.5-B gives information regarding developments: 
significance of entertainment tax from the capital of view.

1} Period as a whole# average developmental 
significance of entertainment tax revenue in this case for 
All-States model in 8.52% and in ease of Maharashtra# Tend loads 
and west Bengal ft is much more than this (2 to 3 times greater] 
In case of Gujarat and Karnstsk this average is very close to 
the All-States average.

ii) Another interesting observation is that in case of
i

the States under study the developmental significance of 
entertainment tax frem capital account point of view is much 
greater than revenue account point of view.

' iii) More interestingly the developmental significance 
of entertainment tax from capital account point of view shows 
a secular rising trend in every state under study unlike the 
felling trend in case of. developmental significance from 
revenue account point of view.

iv) Excepting the case of Maharashtra where the compound 
growth rate of developmental expenditure on capital account 
is distinctly greater than the rate of growths of revenue 
from entertainment tax# in other States the rate of growth 
of developmental expenditure m capital account is less than 
the rate of growth of revenue from entertainment tax. The 
same is true in case of All-states model.
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3*6 Cost of Collection Kafclo a

Coat of collection rati© is Obtained by dividing the 
expenditure on cost, of collection by the amount of entertain­
ment tax revenue.* $tiis ratio can be considered as a rough 
indicator of the efficiency of tax administration in respect 
of a particular tax* If this ratio gradually tends to

i

decrease m can my that the efficiency of the t^x administra­
tion is increasing or the tax is a buoyant revenue source* If ■ 
on the other hand this ratio is increasing %?e can say that 
the efficiency of tax administration' is gradually decreasing 
or that the particular tax has reached the saturation1 point* 
However* if this ratio remains constant it can be considered 
as an Indication of the optimum efficiency of the tax 
administration*

^ahle Ko* 3*6 gives information regarding coat of 
collection rati© for entertainment tax in ease of All-States 
model and the states under study* Upt© 1976-77 the data 
regarding cost of c olleetion Is available either in 
Combined Firsavce and Revenue Accounts of India or the 
Finance accounts of the States concerned* lit case of 
famllnadu this data i& not available* for any of the years 
under study* similarly in case of Karnat&k this data is not 
available for a number of years* The observations which are 
made under are subject to these limitations*
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iJ In case of Maharashtra the cost of collection ratic 
clearly shows a secular dealing trend* Th® same trend is 
seen in All-States model* In ease of Gujarat and West Bengal 
however* no definite trend' is seen* If we really ©n the All 
States* trend alongwlth Maharashtra** -example we can say that 
in case of entertainment tax the cost of collection ratio wiJ 
tend to decrease over period a© a result of possibly two 
reason© - (1) tbs buoyant nature of the tax* <2) Increasing 
efficiency of the administration because of the ease of 
collecting this tax*

!i) If we compare the growth 'rate of entertainment tax 
revenue with the growth rat© of cost of collection it is 1 
seen that in ease of Maharashtra* west Bengal and Mi-States 
model revenue has increased at a faster rate whereas in case 
Gujarat the cost of collection has increased at a faster rat« 
In other words it can fee suggested that in case of Gujarat 
the efficiency of the tax administration is relatively low 
and it is decreasing also*
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3.7 Buoyancy and income Elasticity of 'Tax t

Buoyancy of a tax oppresses responsiveness of the 
revenu© from tb© tax t© changes In national incona (automatic 
changes) and changes in rate structure* coverage* administre- 
tiv© efficiency and has© etc* (discretionary changes) taken 
together* it is a rough indicator of how the revenue frees a 
tax will change in the course ©f ties©* However* if we 
assume the discretionary aspects to be constant, the 
responsiveness ©f the revenue from the tax exclusively to 
the changes in the national income eseaeure© the income 
elasticity ©£ the tax* In other words, when the rate of the 
tax* the bsfe© of the tax, the coverage of the tax and the 
administrative efficiency remain unchanged tfc© change in the 
revenue from the tax can fo© a scribed only to the changes in

' . I

the national income* With the help of these two measures 
one can estimate almost precisely the changes in the revenue
from the tax provided information regarding rate of changeIof national income,and the discretionary aspects is made 
available* It is generally said that the tax system in a 
developing economy should be structured in such a manner 
that it becomes highly income elastic because that is a 
help both from revenue point of view and policy point of 
view. The Overall income elasticity of the tax system will 
naturally depend on the income elasticity of the constituent 
taxes*
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Table He* 3*7 gives information regarding buoyancy 
and income elasticity of the total tax system (own) ©nd 
entertainment tax for the All«*Sfcato© model as well as the 
States under study* On the basis of this information ws can 
make following observations *

1} In the case of Mi-States model the buoyancy and 
income elasticity of entertainment tax are both greater than 
the buoyancy and income elasticity of the total tax system*

ii) In mm of mharashtra, Gujarat, Taroilnado and 
Kamatak the buoyancy as well as the Income elasticity of 
entertainment tax arc greater than the buoyancy and income 
elasticity of total tax system* But ip case of West Bengal 
the buoyancy of entertainment tax is less than the buoyancy 
of fch© total tax system and income elasticity o£ entertain** 
pent tax is greater than the income elasticity of the total

' , I

tax system* In other words income elasticity of entertainment 
tax is greater than the income elasticity of the total tax 
system in case of ©very state under study and in All-state© 
model*

iii) The entertainment tax shows quite a high income 
elasticity in all the States under study, the highest in 
Karn&tak followed by Tamilnadu, Maharashtra, Gujarat and 
V<test Bengal* Only in case of West Bengal the income 
elasticity of entertainment tax is leas than that for the 
All-states model.

In short we can say that the entertainment tax men 
without discretionary changes will always give an increasing 
revenue to the Government*
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Per Cinema per year 
Entertainment Tax i

Table no* 3.8 gives inf©rroati©« regarding per elnen 
per year en^rtainment tax for the years 1975 ana 1978 for

i *

the All-States model and the states under study. This give 
u® a rough indication of the 'average amount of the entertai 
ment tax paid by a cinema in a year. This can be termed && 
fiscal significance of a cinema. As the data relates to 
only two years w® cannot make a statement regarding a seen] 
trend in the variable. Xt is, however* clear that in ease 
awry state, under study and also the All-States model per 
year entertainment tax has significantly increased. This 
increase is relatively loss in case of Taniln&du and karnaf 
but in case of other States it is substantial* Xt se^ms t 
the major reason for this rapid increase1 in per cinema per

J /
year entcrtklnment tax is mainly very significant differone 
between the; rate of growth of cinema houses and the rate ofj i
growth entertainment tax* For example# at 'the All-States 
level the number of cinemas in the year; 1960-61 was 4499 
which became 9SS1 in the year 1977-78 which is agrowth at a 
compound rate of 4*5% whereas in case of revenue from 
entertainment tax the rat© of growth for the same period la 
16.6%. Our finding that per cinema per year revenue from 
entertainment tax shows a rising tendency is supported by 
'Similar finding for Ail-States model ©nd Maharashtra for th 
period 1961-62 to 1975-76 by tf*F. P.'s til1* study.*
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■3.® The' Rate Structure of Entertainment Tax :

we give feolew a -brief comparative picture of the rate
2structure of entertainment tax for the year 1974.

In Maharashtra following is the rate structure.' In 
this case-the rate of entertaiNnent tax is expressed as a 
percentage of gross price of admission ticket. There ate 
two schedules t

A) Applicable to Bombay, Posts®# Kagpar and Kolhapur 
and other Corporation Cities#'

i> On the first rupee - 37.5% 
ii) On the second rupee - 55% 

ill) On the balance over rupees two « 65%

3) In areas other than the places above mentioned t

i) On the first rupee <* 32.5% 
ii) On the second rupee ~ 47.5% 

iii) On the balance over rupee two - 60%.

In addition to- this tax amount the Government of Maharashtra 
levies a surcharge on the basis of the price of ticket at 
the rate of S% upto one rupee and 10% above one rupee. In 
other words the average rate of entertainment tax in the 
cities mentioned above comes to te 52.5% and in case of 
other place 46.66% or the average for the whole state canes 
to be 49.5% apart frets the amount of surcharge. In other
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words, with surcharge ©is the average, the cinema owners have 
to pay almost SB paiae fear collection of every rupee*

Xn Gujarat following rate structure of entertainment 
tax is applicable s

an—a—is *«««■« —fw.*^***!*^*^
Area with liv» Soooo fctss than ing population to SOOOO of more than 10G000one lakh
w*»3s-»a«*:!s»s5»s: »«a;<*a:«Bes«»t5«»aa»st«i»a«*3ii»» «•*««* «n*

i) Out of the first 4©% 37.5% 35%IOO pais© (gross) or past thereof
ii) Oaf of the second 55% 52*5% , 50%100 pais© for part thereof
iii) Out of the balance 65% 62*5% ,50%of payment for admission*

Additional fax of 10 paise per ticket (a specific fax) is 
levied* It in clear that in case of places having popular 
tion above 1 lakh the average rat© of tax is 53.33% of the 
gross rate of admission, in ease of places having 
population more than Soooo opto 1 lakh the average rate of 
entertainment tax cones to be 50*83% end in other place 
with a population less than 50000 this rate come® to be 
50*83%. Hhe over ail average rate of entertainment tax in 
Gujarat excluding the additional levy comes to be So .83%.



-0 7© O-

In other fiord® on an averager for every ticket of one rupee 
sold the amount of entertainment tax will fee 60*83% inclusive 
of additional surcharge*

In Kornatak following is the rate structure* Xa
this case the rate of entertainment tax is expressed as a
percentage of the price of admission ticket excluding the
tax* | moreover# apart from a 100% surcharge on the amount 

I ' !
of tax* Health ©ess ranging from 6 to 16% m3 an additional

i 1 '

entertainment tax of 10% are also levied*
fi

Opto 50 pals® *•• '2084
i ,

One rupee and fifty 25%
p ais©

©ver He* 1 and 5© ... 35%,
pals© upto Rs. 3* |

Karnatak Government does not make rate changes e according 
to the else of the population of place concerned • On an 
averange th@ cinema owner© in Karnatak pay almost 50% of 
the price of the admission ticket a© entertainment tax 
including the additional duty and Health Cess* One more 
interesting feature of the rate structure ;©f entertainment 
tax in mrmt&k is the applieaticsi of a flat rate &£ 12% 
on the basis of house full gross collection in places 
having population upto 1 lakh*

In Tamiloadu following i® the rat© structure* This 
rate structure la exclusive of the amount of the tax t
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In fore® in cities of selection Grads and ’&* Grad© 
Municipalities «

Brice of Ticket Rate ofEntertainment Tax
Opto 30 pais© * » • 25%
31 paiec to 1 Rupee and SO poise • ft 33*|%

Rupee 1 and SI poise 
and above • # * 40%

Surcharge » « • 100% of EntertainmentTax*
Mh«n net entertainment fax and surcharge is below 25 pais© ... 5 pais©
above 25 pais© but less than Re* 1 • * * 10 pais©

Above Re* 1/- but not exceeding Rs*2 *** 30 paiee

$feov© Rs* 2/- but not exceeding Ms *3 ♦ # * 40 pais©

and above Rs* 3/» 0*9 50 pais©

Tamilnaao compounded rates applicable to cinemas 
in 'S* grade Municipalities and ftonehayats 8

Payable on actual number of shows held in cities 
with XI grade- Municipalities s

Permanent •** 27%% of Gross collectioncapacity*
Touring 24% of Gross collectioncapacity*
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212 Grade Municipalities 3
Permanent ••« 26% of Gross collection

capacity*
Touring «*» 24% of Gross collectioncapacity*
Selection Grade Panehayafc 5
Permanent **. 25% of Gross collection

capacity*
Touring ••• 22% of Gross collection' capacity*
Other Psnchayat Towns 
Permanent •••

Touring

24% of Gross collection 
capacity*
22% of Gross collection 
capacity*

Q

Panchayat Village $ 
Permanent «»*

Touring

21% of Gross collection 
capacity*
20% of Gross collection 
capacity*

Payable per week irrespective of the cumber of shows 
held per week*

21 Grade Municipalities t

Permanent *•* 2&$% of Gross collection
capacity multiplied by 20*

Touring « 19% of Gross collection 
capacity multiplied by 16
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IIX Grade Municipalities I
Permanent • •• 21% of Gross collection capacity ruultiplied by 20*
Touring # * * 19% of cross collection capacity multiplied by 16*

Selection Grade f&nehayafc'«
Permanent *** 20% of Gross collection capacity multiplied by 16.
Touring •••

Other tianeheyet Towns *

7% ©£ Gross collection capacity multiplied' by 14*

11
Permanent * * • 19% of gross collection capacity multiplied, by is *
Touring • ** 16% ef Gross collection'. capacity. multiplied.'toy 14*

Panchsyat Village 3
1 ' 1 11 >

Permanent • *• . 1 1 116% of Gross collection capacity multiplied! %,,!§*1 |*
Touring • »* 15% of Gross collection capacity multiplied ■ by 114*

It Is seen that Tamilriadu has quit® a comprehensive 
rate structure tor entertainment tan in which different 
schedules aro gives applicable# to categories of places 
like selection grade and h grade Municipalities# second 
grade ana third grade Municipalities# selection grade 
Pancfcayat places# other S’ancttay&fce towns and small P&mhaymt 
villages* Different rates are given for permanent cinemas 
and touring talkies* touring talkies are taxes at a lower 
rate* At the awe time surcharge and additional surcharge
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imposed In th£ cas© cities having selection grade and 
A grade Huoicipalftie©. Alternatively rate schedules are 
given on the basis of gross collection and the actual 
number of shows held and a different rate schedule which 
specifies rat© of entertainment tax payable per week 
irrespective of number of shows held per week. It can be 
said that the rate of entertainment tax increases with 
higher category or increasing population of the city* 
Similarly, if we take into consideration basic rate of 
entertainment tax the surcharge, and the additional surcharge 
in case of' selection grade and Municipalities is a© high as 
110.54% of the net price of admission. However, in case of 
smaller towns this rate will fee 11% to

in, case of west Bengal the rate of entertainment
i

tax is expressed ©s the percentage of the net price of the 
admission ticket*

A) Upto Us. 0.50
Above Rs» 0.50 upto ...Re. 1.20

C) Above ft® • 1.20 but 
opto UBm 2.25

... 30% of such value.
6©% such value.

... 90% of such value.

120% of such value.O) Above Rb* 2*25 ...
10 paise surcharge in all clashes instead of 
Refugee'Relief Stamp.
‘l*ho rate of additional surcharge on colour films.

15 paisaa) if 30 poise or more 
but not more than 
SO paisa.

to) If 51 poise or more 
tout! not more than
£) «st _. % . <5A

♦ • #

• *# 40 paise
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b) if Si pais® or more 40 paisabut not more thanRs* 1*20
c) if Re* 1 and 20 *.# 75 pelsepaisa or more hutnot more thanRe* 2*2S*
d) if mere than Rs*2*25 •»• Re* 1*00

It is clear from the above table that a great®? 
progression is seen in the rate structure of the (test Bengal* 
The average rate excluding surcharge and additional 
surcharge copes to be 75% of the price of the ticket. In 
case of every ticket irrespective of the price a basic 
surcharge of 10 pais© is to be paid and in case of colour 
film an additional surcharge increasing with the price of 
admission ticket ranging from 15 poise to 100 poise is to 
be paid* Supposing the price of ticket Is one rape© and 
the film is a colour film (most of the films n©w-a**days 
are colour films! the amount of tax will be 1 hundred and 10 
ten palse which jmeacs even at the lowest level of price df 
the entertainment the effective rate of entertainment tax

; i

in west Bengali is llo% of'the price of admission*

Th© comparative scrutiny of the rat® structures of 
entertainment tax in the States under consideration enables ■ 
as to make certain general observations regarding the rate 
structure*
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i) The entertainment t®x Is expressed either a© 
'percent of the gross valve of emission ticket or as percent 
of net value of admission ticket*

ii) The rat® of entertainment tax varies directly 
with the population sise of the place where cinema is 
located*

ill) There is always a surcharge and in some case an 
additional surcharge* In case of Karostak there is a 
health cess also, on the amount of the entertainment tax*

iv) The rat® of entertainment jtax in case of touring 
talkies is lower than in case of permanent cinemas*

v) in certain eases colour films are subjected to 
higher rates of additional surcharges *

vi) The, overall average rate of entertainment tax in 
the states under consideration is '71 *13# and is the highest 
in case of west Bengal (110%) and lowest being in karnatak*

vii) Sometimes an interesting deviation is made by 
fixing a flat rate on the assumption of houseful gross 
collection but the rate is much lower*
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AppEtmxx to chawkbr-xix

3*lo About the Survey *

An attempt has been made in the course of this study 
to assess the views of cinsgoers# cinema-owners and film 
distributors regarding the effects# incidence# the nature 
and the possible changes therein# of entertainment tax* For 
this purpose a random sample survey of these elements was 
conducted on the basis of mail ~ questlonnai res# different 
for cinegoree# cinema omoes and film distributors* However# 
the response was very sluggish and to avoid delay we contacted 
104 cinegores belonging to Kolhapur# sangli# Satara and 
Solapur districts# Similarly we had to personally meet the 
elnsma-owBscs and persuade them to respond to the questionnaires 
sent to them* Bven then# out of 40 cdnsssa-ownar# who received 
ths* questionnaire only IS responded* This is a poor response 
rate* Most of the cinema-owners were apprehensive and 
reluctant when contacted to discuss the issues raised in the 
questionnaire* It seemed they were not in a position to 
answer the questions honestly or they had something to hide*
The response in case of einegoers after contact* was 
satisfactory* However# the response in case Of film-distri­
butors is almost totally Inching* we sent questionnaires to 
twenty film distributors located mainly in Bombay (19) and 
one from fOona* The only response we got is from t
film distributor*
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The questlonnaiiro regarding cinegoera and cinema- 
owners were In Marathi and in ease of £iim*di »trifautor© in 
English* Copies of the questionnaires# ell in English are 
appended to this report*

3*11 Findings of the Survey t

From the foregoing it is clear that because of the 
poor prosponse mainly in the case of film-distributors, and 
cinema owners the related findings may not be considered 
truely representative and cannot be used to make scientific 
generalisations* However* whatever responses are available 
even within this limited coverage* do indicate strong 
feelings and as such they might be representative of the 
economic activity in which the respondents are engaged* Wo 
have classified the findings of the survey In three groups* 
The classification of the survey data is appended at the 
end of this survey report*

* Jfc m

3*11*1 The Cinema-owners Group t

1) Of the 16 eit*«»a owners covered by the survey 6 
cinema owners had trade experience of more than IS years* 7 
had an experience of more than 5 to IS years and only one 
respondent had trade experience less than five years*
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li) To the question as to what different taxes the 
ein<^a.*©wuere have to pay in the corsriuct of their trade* the 
response mm of a large variety* The taxer in which case 
the majority made affirmative indications are mainly enter* 
taitxnsnt tax* surcharge '©n entertainment tax# municipal show 
tax apart from the other taxes which are paid by all 
irrespective of their trade or business * However# three 
respondents made particular reference to licence fees like 
Gussasta licences fee# booking clerk licence fee# cinema 
licence fee and tax on the rent of short reels and elides*

iii) Recording to all the cinema-owners# entertainment 
tax is relatively the largest of the taxes they pay for the 
conduct after business*

tv) We wanted to find out exactly what factors the 
cinema owners take into consideration in fixing the price of

( i

' the admission tickets* It seems that following are the 
major considerations in order of the importance *

1) The price of admission is fixed in such a manner 
that It covers atleast the average maintenance 
cost of1 running a cinema including a fair rate of 
return on the investment*

2) Different classes q£ tickets are priced according 
to the facilities provided in the respective clues*
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3) Seme etTim&~Wfmv& take into consideration the 
population# the economic conditions and social 
culture of the place where the cinema is locates 
and at the seme time the number of cinemas in 

the place*

4) Some of the d«*SBa-ow«©ts stated that factors 
like the type of film# quality of the film and 
taste of the people also become relevant in fixing 
the price of the emission tfchats#

5) According to the cinema-owners there is no 
^overttBont restriction on the price to he fixed 
by: the cinema-oismers* However# the cinema-ovners 
take into consideration the increasing operating1 
cost# the general inflationary situation# the 
growth of substitutes for clnefRa-^entertaincsent 
and the changing tastes of the people and growing 
site of the population*

v) The present rate structure of the entertainment 
tan 9 Of the 16 respondents# one cinema~©wn®r thinks that 
the present rate structure of entertainment t@» in Maharashtra 
is fair and needs no change. On® respondent did not answer 
this question in this respect hot 14 respondents maintain 
emphatically that the present rate structure of entertainment 
tax in Maharashtra is faulty# unfiar and detrimental to the 
interests of the dti«m business* They feel that the present



*9 82 o—

entertainment tax level la excessive * In their opinion the 
net income of the ciosma-owners la not enough to component® 
adequately for the investment that he haa made and the other 
risks he has to undertake* Moat of the einema^owners ore 
displeased with the system of surcharge and additional 
surcharge which they want to be scrapped* Similarly they 
want that the rate of tax should toe expressed as a percent 
of net price of admission and not gross price of admission* 
According to these cinema-owners average rate of entertain** 
(Rent tax in Maharashtra compared to other States* is much 
higher* Seme of the camera-owners feel that at least a part 
of the revenue of entertainment ten should toe spent, toy the 
Government for th© development of cinema trade* One 
interesting observation made toy most of the cinowa-ownere is 
that the expenditure by the Government on the collection of

i , ,

entertainment tax revenue is redundant because! it is the 
eitwsma-dwners who collect the tax* prepare the returns and 
deposit the amount with the treasury or the state Bank and 
naturally a major part of collection work is done toy the 
cinema ■-owners only.

vi) Effects of Entertainment flax *

Wxom the point of view of cinema-owners* entertainment 
tax toeing excessive in Maharashtra, is creating a variety of 
adverse effects on the cinema trade. They fed that excessive 
entertainment taxation reduces, almost wipes out their net
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earnings# affects the standard of facilities provided to 
einagoere# reduces the frequency of repeat audience end most 
Importantly seems to have adversely affected the growth of 
cinemas in tune with the growth of populations Successive 
taxation also creates a tendency among cinema-ownera in 
seller towns to avoid entertainment tax and this leads to 
ssss® corruption* It is important to note that mm of the 
respondents maintained that increased entertainment taxation

i

leading to higher prices of admission is followed by « 
reduction in the demand for cinema# m also tried to find 
out good effects of entertainment tax from the exhibitors

i , '

point of view hut none of the respondents had anything
■ ' i

definite to say about this# &part from a cryptic remark that 
it gives easy revenue to the Government#

vii) Change in the Pate of Tax and Price of Admission *

Of the 16 respondents 3© respondents stated that the 
price of admission ticket was increased# every time the rate 
of tax was increased# Tb» others were not explicit about 
this* However* one ei«c*na*<>tmer pointed out that in 
Maharashtra the rate of entertainment tax is related to the 
gross price end as a result the causation can im In the 
reverse direction also# that is# if you increase the price 
of admission ticket# the amount of tax also increases*
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vitl) The Rate of Tax and the i&man& 
for Cinema SnterfeaiiniBggit i___

Jfeceording to most of the cinema-owner© questioned, 
the demand for cinema entertainment does not decrease 
significantly oven when cinema-owners increase the price of 
admission tickets consequent upon increases in the rate of 
tax, it was pointed out that immediately after the increase 
in the price of admission either due to increased taxation 
or due to other reasons also, there seems to be a temporary 
slack in the demand for cinema but then gradually the demand 
again picks-up. In other words, it can bo said that changes 
in the rate of entertainment tax

in) Suggestions regarding the Changes 
in the Rate of Entertainment Tax *

a) Regarding the method of collection of entertainment 
tax, most of the cinema-owners feel that the present system of 
collecting the tax is alright. However, they wore critical
Of the deposit which every cinema-owner has to keep with 
government as a security for the regular payment of the tax,

b) Regarding changes in the rate of tax the common
i

demand made by the einasa-owners are Ci) the rate should be 
reduced substantially# (11) there should be a uniform rate 
for tlie whole state (ill) there seems to be a consensus that

ii

the rate of entertainment tax should be around 30S4 to 35%,

i
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c) Ml the cinema-owners expect foilowing cmcmeicm 
Cl) Government should not charge for the show of Indian hsw© 
Keels*'' Ui) Octroi on films should Is© abolished * However, 
one respondent criticised the present system of tax return in 
case of Marathi films saying that it simply leads to increased 
profit and unfortunately worsens the quality of the films 
produced* The respondents were divided regarding the introdu­
ction of the spseifi e system of entertainment tax in the place

J i1Of advalorem entertainment fax*

ae) infertaisiment fax and Profits of the cinama-ownors a

Recording to 6 respondents rate of entertainment or 
the amount of entertainment tax has no influence on the profits* 
But 7 respondents maintain that the rate and amount of 
entertainment tax definitely reduce profits* .According to 
1 respondent* increased rate of taxation if not largely* at 
least to a certain extent* reduces the sic© of attendance and 
naturally the rate of profit decreases* At the present rate 
of entertainment tax in Maharashtra and the average pattern 
of price of admission tickets* the cinema-owners do not get 
even 1% return on the investment*

xi) Most of the cinema-owners admitted that entertain­
ment taxation has no effect on the production of films as well 
as on the distribution of films*
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scli) Re,yarding the minimum level of capacity utilisation 
at the present rates of entertainment taxation for maintaining 
a reasonable level of net earnings# the cinema-owners suggested 
that in cities having population above 1 lakh the capacity 
utilisation per show must bo 800 to 1000 seats or in a more 
general manner# etleast 7554 of the seats must bo sold.

xiii) Other Sucgestfona s

The ein«wa-owners ere critical of the present entertain* 
meat duty act# particularly regarding the powers given to the 
entertainment tax officer. In rural areas local 'bad elements 
enter the cinema without ticket# for which the cinema-owner is 
punished. In such cases cinema •owners should bo given police , 
protection and persons without ticket should be legally 
prosecuted by the police# One interesting suggestion is that 
the Government should earmark a certain percentage of the 
revenue from entertainment tax for financing the construction 
of cinemas in rural areas by establishing some sort of Cinema 
Construction Finance Corporation. All the cin^a-owner© 
expect improvement in the police bundobast.

w B *

3.11.2 Clneaoars $

The survey regarding cinegoers covers a sample of 
104 elements. Income classwise classification of these 
cinegoers is as under t
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Incctno Class

i) Opto Rs* 500/* ••* 17*30%
ii> above Rs* SOD/- to 

RS* 1000A
• •• 46*15%

ill) above Re* 1000/-* to 
Re* 1500/-

••* 15*30%

iv) abov© Rs* 1500/* to 
Re* 3000/*

*## 11*53%

V) and above Re* 3000/* 7*6$%

Two respondents did not answer the question regarding
their monthly incase*

Here than 60% of the respondents were in employment# 
13*46% were engaged in agriculture, 8*6% were atwd©nta and 
12*5% self-employed* Only three respondents ere retired 
persons*

&© to the frequency of visiting cinema per month it 
seems that two visits to the cinema per month is the norm 
because almost 3©% of the respondents use it* Around 2©% of 
the respondents feel 4 visits to the cinema in a month 
appropriate* On the ether hand* more than 16% prefer to visit 
a cinema once a month only*

Xt is Interesting to note that almost 70% of the 
respondents purchase balcony ticket which implies that most 
of the people having monthly lucerne less than Rs+ 1500/* 
purchase the balcony ticket* Only three respondents said 
that they purchase third class ticket*
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srem the survey it is revealed that 42*30% preferred 
to attend the third show, 28*84% respondents preferred to 
attend second show and 22*11% go in for the first show* Only 
3 respondents said that the choice of the timing of show they 
attend, depends on their convenience whereas only two 
respondents prefer mafciny show*

As to the querry whether they knew# that they pay an 
entertainment tax is known to them or not, almost 78% said 
that they are aware of the tax, 19% said that they do not 
know the entertainment tax# the rest were net clear about 
their answer* Moreover, 47% of the respondents told that they 
were also aware of the proportion of the tax they pay and 
their accesement was roughly in tune with the actual average 
proportion of entertainment tax (50%) calculated earlier* 
47*11% of the respondents suggested the continuation of 
entertainment tax whereas 43% suggested discontinuation of 
entertainment tax, and the rest were indifferent* Those who 
accept the continuation of entertainment tax gave varices 
reasons for the same which are listed below s

1) It is a good seource of revenue for the 
Government to be used for. financing welfare and develop­
mental projects*

11) Entertainment tax revenue can be used specifically 
to assist the film industry In general end can similarly help 
in the mass education of the society by giving encouragement 
to educational films*
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ill) It 1® a tax which In a way ensures participation 
of the people irrespective of their economic conditions in 
the financing of public expenditure. In case of Herat hi films 
the scheme of refund of entertainment tax ensures a certain 
source of finance for Marathi film production* Film entertain* 
menfc is a luxury item of consumption and as such it deserves 
taxation* According to some people entertainment tax may 
reduce expenditure on entertainment and m a result may help 
in decreasing the savings of the* people*

Those who oppose entertainment tax adduce the 
following reasons in support of their opinion* The reasons 
are listed below in order of their importance $

1) Entertainment tax increases the price of ths 
admission ticket as a result of which expenditure on the 
entertainment of the common people gets increased*

ii) Cinema entertainment is the only major form of 
entertainment which most of the people can normally afford 
to pay for* , Entertainment taxation in this sense reduces 
entertainment opportunities of the majority of the people*
The general jimpression* that we get* is that most of the 
people expect some reduction in the entertainment taxation 
(if not total scraping) mainly because cinema entert&inemenfc 
is the common man's entertainment and the tax increases the 
price of this entertainment*
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ffe tried to find out the monthly expenditure of the 
different families on entertainment * Masat 26 *92% of the 
respondents said that the monthly expenditure on entertain** 
ment of their family is in the range of as* 21 to 30* in 
the case of 2554 of the families the range is between Bs* 41 
to SO, in the ease of 14*43% of the families the expenditure 
is in the range of as* 11 to 20 and in the case of, 8*69% 
of the families this expenditure is below Ha* 10 per month*
In other words more than 7o% of the families ©pend Be* lo 
to 70 p©r month on entertainment • 47.1* ©f the respondents
said that they may reduce the frequency of their visits to 
cinema if the rate of entertainment taw is increased, 43*2696 
of the respondents said that they will not reduce the 
frequency of their visits to cinema even if the rate of 
.entertainment taw is increased* tfho rest of the respondents 
were ambiguous in their answer. Similarly when asked if they 
will increase their frequency to the cinema in ease of a 
reduced rate of entertainment tar, 34*6* of the reepodents 
answered affirmatively whereas 52*86* answered negatively* 
Event hough this is net a very clear proof of the priced 
inelsfsfcic nature of demand for entertainment, it afcleasfc

1 ' i

roughly indicates to the possibility* Here than 60* of the
! I

respondents suggested a reduction in the rates of' entertain­
ment tax, 17% of the respondents suggested the continuation 
of the present rate structure and only 5% of the respondents 
suggested an increase in the respondents suggested an
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increase in the respondents suggested an increase in the rate 
of entertainment tax* the rest of the respondent did not 
specify* It is interesting to note that 58% of the respon­
dents favour progression in the rate structure of entertainment 
tax according to the class of the ticket and 33% of the 
respondents suggested a common flat rate of entertainment tax 
irrespective of the class of the ticket* Other respondents 
did not answer this question* 52% of the respondents approved

t /

the suggestion that the tickets of the lowest class should he 
tax free* However* 45% of the respondents did not approve 
this suggestion*

45% of the respondents consider cinema entertainment 
as a want of general comfort nature* 18% of the respondents 
consider cinema entertainment as a luxury* Another 18% of 
the respondents consider it as an occassional need whereas 
only 14% of the respondents feel that it is a want of a 
necessity type*

73% of the respondents feel that entertainment in 
general, and particularly of cinema type does lead to some 
educational benefits to the people but 15% of the respondents 
oppose this view and 9% of the respondents are not certain 
about this*

H» asked the respondents for what purposes they would 
use the amount of expenditure released by the reduction in 
the demand for cinema entertainment as a result of excessive
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entertainment taxation* From the survey# it seems that 
there are four alternative channels the released amount will 
be used s

i) They will use the amount for saving, 
li) They will us© the ©mount for other household 

expenditure of a regular nature* 
ill) They will use the amount for other types of 

entertainment# mainly dram© in which mm* at 
present# the price differential is quite high* 

iv) They will use the amount for short distance 
pleasure trips*

v) Only 3 to 4 respondents suggested that they 
will use the amount for better education and 
purchase of hooks.

Me to the question which of the films should, be exempt 
from entertainment taxation the overwhelming majority of the 
respondents suggested that the films of an educational nature 
dealing with current important social problems, conveying it. 

national message, depicting important phases of tho national1 
history and religious films should he exempt from entertain­
ment tax* Of course# all the respondents invariably j support 
exemption of educational films*

3.12.3 Film Distributors i
In our survey we sent mailed questioners to ilg 

distributors from Bombay and one distributor from foona* He
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take into consideration the responses by the Poona film 
distributor only because it is the only firm which has 
responded* 'The fiiro has experience of 23 years in the 
distribution business* According to this firm* the entertain* 
ment tax has sexes bearing on the a istribution business but not 
always* They are store interested In getting distribution 
rights in those Abates where the rates of entertainment tax 
are lower as and whan it is convenient and sometimes make 
special efforts for that* It is pointed out that einsma^owners 
and particularly owners of the touring cinema# raise the 
problem of entertainment tax with the distributors at the time 
of hiring the print* It is also accepted that distributors 
make larger profits in states having lower rates of entertain* 
ment tax*
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QOBSTXONMMRS BBGMUMBIO EgffBRTAltMEHP W{
Cl^EKtfWOWKEHS

2*2 IKasie of the Cinema-owner*

2*2 Trade experience*

2 whet ere the different taxes yeti pay in connection with 
this trade (name the taxes) *

2*2 How do you determine the price of the admission ticket 1

3* which of these taxes is the largest ?

4 Do you think the present rate ** structure of entertain­
ment tax is fair 7 if not give reasons*

5 According to you what is the adverse effect of the 
entertainment tax t according to you what ere the 
favourable effects of entertainment tax 2

6 Did you increase the price of the ticket every time 
the rate of entertainment tax increased ?

6*1 Does entertainment taxation reduce the sire of the 
audience ? If bo* do you know the extent ?

1} To a large extent
2) To some extent i

i
3} So to a great extent.

mil BAL®1^ ?'!»■>«
££3JVAjl -1 "n iwu
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7 What changes won la you suggest In the present system 
©f entertainment tax ~

A) The method of collection
B) Rato of the tax
C) Exemption and concessions *

8 Bo you think that instead of keeping ©nfeertainraelit tax 
advolerm it would fee appropriate to wake it specific 2

9. Bow would you explain the effects of entertainment tax 
on business and profits ?

20 Explain the effects of entertainment tax on the 
production of film h

12 what are effects of entertainment tax on the business 
of film distribution ?

22 What according to your should be,genera22y the minimum 
level of attendance as a percentage of total seating 
capacity 7

23 Other suggestions*
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QUBSTXOHl&XaS RBeftlflagaO BIJfERT&lKMSHT TM
■jmfrwmawawdumwfufrHI.. .mi%i* 'n w^^»a»aM^i»i»i‘i»W>wiinwwri w i>'«M»mw*i.

CI«BGOERg

X* The Name of the cinegoer »
&g© $ Education s Place i

2* Own or Guardian*® monthly income*. i

3* Own or Guardian1® Occupation#

4* iteteer of visits to a cinema per month#

5# Which is the class of ticket which you generally go for ?

0# which show do you generally prefer to attend ?

7# -Arc you aware of tht enterteinment tax 7

E# Are you aware of the proportion of entertainment tax
in the price of the ticket you purchase ?

9# Bo you know who ultimately pays this tax 7

10# Should the entertainment tax tee continued or 
discontinued 7

A) If you, want continuation of the 
tax give reasons*

S) If you want discontinuation of the
' i

tax give reasons* !
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!!• What is tte monthly expenditure on entertainment of ■ 
year fondly 7

12* Mould you reduce the number of visits to cinara if 
the present rate of est^rtaiwnenfc tax is increased ?

13* Mould you increase the nun*ber of visits to cinema if 
the present rate of entertainment tax is reduced 7

14. Mhat change Mould you suggest in the present rate of 
entertainment tax ? Should it bo increased# decreased 
or unchanged ?

r*

IS# Should the rate of ©nterfcairsseiifc tax be uniform
irrespective of the class of ticket or should it be 
progressive according to the class of the ticket 7

16* bo you think that the lowest class of ticket should 
b® exempt from entertainment tax' 7

It. How according to you would you classify cinema as a -
swant 7 Essential want# occasional want# a want of ' 

general comfort nature# luxury want.

13. bo you think that entertainment in general., and
particularly cinema entertainment, leads to

*/

educational benefits 7
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39. Assuming that you reduce your expenditure on olnmm 
because o£ high rate of entertainment tax, how would 
you use the released amount ?

20* Hhat type of flints according to you should b® exempt 
from entertainment tax ?
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1» Name of the bistribufor*
i

2. Hot* long has this firm been in the distribution business 7

3. no you fchtnlc that entertainment tax ha© any bearing on 
the distribution business 7

4» bo the distributors telco into consideration the dif£«ren~ 
ces in the rates of Ontartaisnsent tax in different States 
at the time of purchasing distribution rights from the 
producers 7

$* bo the distributors make additional efforts for getting 
distribution rights in the States where entertainment 
tax rates are lower 7

0* 0© the cimm-ovmm raise the problem of entertainment
tax with the distributors at the time of hiring the 
print from the distributor 7

/?* can it be said that the distributers make normally more /
y

/'

profit© in the states having lower rates of
* /

entertainment tax 7
/

/

/
/
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classification of survey mm
cinema-owners

2) Classification of the Reepondeafcs 
bv Trade Experience t

Upto Msove Above Above Above Above Many Atubi- No Ans*
5 5 yrs* 20 15 20 25 year© glows ©or
year* lose yr®, yrs* yr»# yrs*

than loss less less less
2© than than than than
yrs* 15 20 25 40

yrs* yrs* yrs* yrs*

23 4123 12 2

Megan* «•«

2) Classification of the Respondents 
by the Type ©f Taxes they pay in 
Connection with the Business t

£nte- Sur- Pro~ Ele* ©efc« K* &dv®“ Pro* in- Wea* Cuira- Short
rfcs* eha- fess- Ctrl- roi she© rise per* co* oth stha Reel
in* rqm ions! city tax tax went ty ise tax lie. and
merit tax doty tax tax tax fee Slide
tax tax

os«»ss«»:e—as—a—se«»sa—xammmTB**«—*•«—a»at«»s»»i«—

26 14 42 4 14 6 3 34 2 1

w<»K<»s<^aMwKa»awcx«^—at—3(>»«wi^a>»939^w33wr«wtateiawa—»—so—ss—«—(MatMSt—sa—t**mm&*m
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3) Classification of the RespondentsAccording to the Largest Test they Ratv #

Kntertar.inrent Tax Entertainment tax Surchargeand Surcharge

12 3 X

4) Classification of the Respondents by theAppropriateness of the Present Rate Structure *

w«»a» •»«■»<>»«■ wt*>wi6»g ■*»—«»»«« *»ae*os«»!Siw»»«i*H(iiii ms

Px&p®c not Proper indifferent

1 14 1
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5) Classification of the Respondents by 
whether th* Increased Tax leads to 
Increase in the series of Admission 
Ticket t ....................

Specific Ho Ambigious

1© 4 2

*•« a; «Ci«e«5S<n.ss««is»«*»»w:»»ai •*«»«*»*■!* <»ai«»a»«i*

6) Classification of the Respondents by the 
effect of post-tax increase in the price 
of Admission Ticket, on the Eteani for 
Cinema

*t—€S—at—a— sw» ss—»—at—*—e»«»an
Yes Ho targe Medium Small Indifferent l*ss Ambiguous
*#*• w—»,»SS—®—S—SS—5S—ISB—B—ac—SS—85—»—»«**5wea—S»«»an»iat—Hfa8»*

-4*1 1 l1 45

tt*niSMh2R«i»9t—,'MmMmaaittejhMiMS—MSassmmm*—!3t«»«s—as—asm*<»;3»»ss—3E*>ss»»sa—»«W—3V—to—Mr
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?> Glassification of the Respondents by the Specific or Adyolerans S&tore of the Vast 8

Ye» H© Indifferent Ho Answer

? 6 1 2

8) Classification of the Respondents by the Effect, on the Profit or the Trade’ a

rnmmim‘M—mw*&m)eSm*mm&B<mWe**WS**ttm2X»&!.wMwt3Sfi»t~2mS!i;imXt**!&m1B mSUvrttmsKmwmProfits decreases no Effect no Answer

1 6 3
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9) classification of the Respondents 
by the Effects of Entertainment $0* on Fills £r eduction

aeiwB m* «»««*>»
Production ©©creased lie Effects No Answer
»«»«*«» ww«rr waBtjajxawiaiMioattiawg^a^gwae^anawKoOTKi-ai

5 1 4

ta »»««»»«<*Tt«»'««»Bt«»au»g««ig«»a3«»ag«MB<»»3<-w» mi

30) Classification of the Respondents 
by the Effects of Entertainment fax on glim Distribution

ts max ow3s «*i «x»s •• w «»*s »»«*» »»•:*<«»««**
Adverse No AmMfioii© No
Effects • Effects Answer

3 8 3 4
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oimocms

1} Classification of the Respondent© fov HQnfchlv Incase , .r,

Opto ibov© Msove -above /bov© ibove no answerfe«SQO §fe*100© ̂ .1000 RS.1S00 U&m 2000 Rs« 3000'• leas less lee© lessthen than than thanP3.10C0 fe*l50© fc#2000 R©# 3000

18 48 16 12 1 1 2

»*»*—ati»KS*#ss«**38—3*»s**>*!»i£«»jo<«*Js**s*«w;iS**~*»ss*<*3B»  szw#s»ss»^^w«»;8<»:3»««*<**»»as**;*«»w,,***»*t***s

2) Classification of the Respondents by own or Guardian*s Cecmpatfon
AKimS-mb-s—aH>»—«—K—s—siwtf—atos—n—n—i^«a>nae«^<MW«»giSer- Aqri- fra- Rio*- Typ~ Rrin- 22cms~ Mv« Oth- Sfco- Ho Reti-vies enl* <3e kafea in? ting tor oca- er® dents Boai- red tore Bosl- Rress to see© per- *«e«s sons
mmw***»n*‘«—at'-wag-s?—sa—»«»»«*a3t«»newn**asmzam»*nsmtz$«arimmmmmg«*as^ga—w—iM—»Bwqa*«»»»<is

t - * - ’-
SS 14 S 11 11139 1 3

a»cs—jK—at—ts—o—**:<*•*
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3) Classification of the Respondents by 
Ktorober of visits to Cinstaa Per tnonfch s

tittfSwx •»aEu»as»ssit»a*»ffii»ac»i*)a5wriB'«»e;<w5Bs»ss«»eww»ajs»»«»»<»<*»*e5"*i*»»ss!«»ag*»ia*»ss<»j8 iw»at«*ai—«m»a>^»tpi

1234$69l0 1n the year Kot %>biglaus
going

gSOT^«t3wS'»ttM&*a0MZa*i«waMi3w8gw3«'13i*^«'S!^:8a*KwsS«»sf*K3<WSZM!3»3<!v3e«B^<i*£>we>inSr<>*3£wS£*'«tl

Ilf 30 12 20 6 5 2 1 6 3 2

Si i

4) Classification of the Respondents by 
the Class of Tickets ottrehagcd

First Class Second Class Third Class Special iso ansser 
(BaJcony)

71 27 3 1 2

ip»i>es«»^^aB*«i^g^g5eaa*»«a>tje«aie«gesgs<isass^es»ag«»s5<»cassicte>afc«»ac^s!s«»qgs»sgs»ae^!CeMise»itteeaw»!ae»ags»3»

/*
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S) Claeelflcatlon of the Respondents by 
the timing of the Show they prefer

Si»»S8**Si «■*£ *053 *»SS<»3? •*St**®a«eI2«*®»»32:«»iai«ei»»St >W!*»>»HS««i53«»3:'<»5(S*<>‘a^*5S«»3***»» *—**»*«»®
Hatley 3 to © 6 to 9 9 to 12 convenient 110 answer

2 23 30 44 3 2

«an«xawai a^Siaacwas ■>ia*»£te<9>aNKX«»XM»3K«cs:wsws:4-9: >■»«•»«>»■• ei >wac«>c(w:«>o»«>3e«>e«»ai>MW«»cc<w»««fli**as

6) Classification of the Respondents by 
the Awareness of Set er fcalixaemt Tax t

Yes So %bigtieu®

81 20 3

i
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7) Classification of the Respondents fey the Awareness of the Proportion of the ffisa in the Price of Ticket »

Yes Ho Indifferent i Ha Answer

49 SO 4
4

8) Classification of the Respondents fey the Incidents of T&a (Who pays the tax)

Se«*»;»Se«*3®K ■»*«•* «3?»i»s«*»M«*;X«IS««3e»W««»«*SSa»r;*s53««»»»SSa»»»'*fflt«»W«»*'«tTS *»;*•« *S«*SS.i«»:S»3is»j*

Cinegoers Cinema*Owners Distributors indiffe­rent Hist knowing
®wjc*»je<*»2S4«s»»si*i»:ij»fSE»!:? <*•»•• 5r“K»oS'«»ss»»K»»a»»?s»»'SS»ss*« si •*!?«»«» «s*s «3 "^s*»as:»»as»*<«*jc«»*>»«x«»ae

74 14 1 14 1

« o>sen.$$»»a<wBCva:iMs;w««.B‘*>a->*«*a*>^:w^»is:w»<wK*>aso»«*3s«« me woraaasw «$■*»*-3EM»iw>a;««*«MCw4(wcs
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9i Classification of the Responders® by
Continuati on or Oiscenfcinaafcion o£ the Tax s

Continuation Oi©eonfcirotation .ambiguous Ko Answer
«.»»* <***•«*»»«** **sr*«5s*sts««**«**i«»»

43 45 3 2

lo) Classification of the Respondents by 
the monthly amount of e3*p@n«3iture on 
Entertainment s

Re* Re* Rs* Re* Re* Re* R©* Re* Re* Re*. Above ^bigu«« 'Mo
lo n 21 31 41 51 61 71 81 91 Re* 100 mssto to to to to to to to to

20 30 40 SO 60 70 8b 90 100
MoM^^^oSwtSwas■»»«■.:» «*ra~»jg*»gti»»«a«fBC w*w*«i*«ag ».*y «■»*«» at

9 IS 28 11 21 2 1 2 • S 5 2 3
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HI Classification of the Respondents by Change in the BesianS fair Cinema a© « 
Result of increased Tax s

Demand will Demand will Ambiguous lie change m 
<3c£rea©e Increase . in demand answer

49 45 6 2 2

12} Classification of the Beapondkrats by 
the change in the Semsmsi for G^rntm

22 rnttm&mw2m£k&»ii>zajm2tm23imS£mmml2mte»%Sm2lm&m2amimm^mtt&gSF^mitgmsgm^imiX^!gim^mVamfti2^»k

'Dmmd will oemand will fttbigioBs fco change in Ho 
increase decrease demand answer

36 '-55 5 5 3
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13) Classification of the Respondent© by chance in Entertainment Tax t ....

Should Should Should Should mbigi» Indi- " Rohe he he he eus fferent Ay»®~increased decreased unchange changed wer

5 €3 18 a $ 6 1

\

14) Classification of th© Respondent© fey Progression in, the Tax Rate t

ffcogreesive Saj% for all ^feigious Ho answeraccording the Classesto class

54 47 2 1
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IS) Classification ©£ the Respondenfc© 
fey the ifenaption lor the tcwesfc Class of the Ticket s

Should fee should not ARjfeigious Mo answer
exempted fee exempted

S 4 4? 3 1

t**t5K«»ac«»*s**3s •<g»*»jG»s*<i»5S«!»ja!*«*»ka;»isf«»iat«.^i««»®witij«sRs»sfc«ii4a«H!j*«*t«>iar«»s>>>»»

1$) Classification of the Respondents fey the Mature of the Bfefeertaim^nt Tex

Necessity occasional central feuxwry .ftmbigi-Cejsiort ous

14 1? SI 19 3

B8«.**»t*«»***w ». :a«« •,»■>■» ow:w .ja—a**:« *»jf»«»3c»ae «*<«*■ a
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17) Classification of the Respondents by 
the- Educational Benefit of Cimm 
Entertainment t______

Ves No $»bigi®iaa, Rarely m Answer

76 15 10 1 2


