CHAPTER=IV

SUMBARY AND CONCUSIONS

4,1 Entertaimment is nemoeluxury 3

Entertainment is an important need of human beings
particularly in a eivilized society. In India entertainment
of ecinema type has become ¢the source of relaxation for
majority of the paople. uHith the introduction of the
cinematograrh apd the host of other technological ehanges,
entertatnment has sssumed 3 more public and compercial
character, has become distinct and indirect in nature,
however, at the sarme time inéivmuan’;r more accessible. This
has rendered cinema entertainwent pore and more amenable to
taxation by the State.

Entertaimment becomes taxable when it satisfies the
following corditions :

i) It is publie.
ii) Admission to it is priced.
i41) It ha:a a compereial purpose.

On the one hand cinema has become a necessity for a
largo number .cf people because the other private means of
entertaimment requiring initial investment and recurring
expenditure are beyond their reach. Far the lsrge majority

of the poor people cinema entertainment provides 3 means
N

of cheap, rogular and locklly accesaible entertainm
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of an cacanist natures On the other hand, for the rich
gieople it is a cheap luxury giving them an opportunity to
enjoy, from & distance, their own style of living and at
the game time syppathise from a distanee, with the harah
iife of poverty and problams depicted in the sowcsllcd art
and aurrealistie films. Thersfore, wa call it a necee

Iuxury.

4.2 Justificetion for the Entertainment Tax ¢

. Eptertaimment tax gan be justified on the f£sllowlng

groundg ¢

1) Hon=cssentiel nature of the want.
11) Sumptury taxation.
131) Increased pevenue f£for tha Govermment.
iv) Compensation for tho socizl costs.
v} Resource Reallecation.
vi) Frice-inelastiec and inecme-glastic nature of

the wWwante

4.3 An entertainment tax « &n Indirect tax s

In the case of entertaimment tax, the shifting of
the _ tax burden 1s vary much svident, inmediate and copplete
because the amount of the tax 1is ipcluded in the price of
admissien ticket, thus shifting the whole burden te tho
viltimate consumar. It partakesz the nature of sales tax
bocagae the proprictor of the cipema sells a kind of a
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service from which the consumers derive & certain satisfage
tion in the form of relaxation. &5 an indirect taw,
enbortainment tax has £ollowing features

1} Convenience

43i) Fiscal illusion
41i) Difficult for svoidance apd evasien
iv) Froductivity

v} Broaf ooverago.

4.4 Shifting, Incidence aend Effects
of Entertainment tax @

Theoretically, shifting of the entertainment tex
will be mostly forward becauss the derand for entertaimment
is price~ineclacstic end incomgenlastic. In other wyords,
incidence of entertalmment tox will invariably bo on the
cinegoers. However, the differeptial incidence of
entertainment tax with higher and higher rates of ontertaine
ment tax will beceme more and pore regressive as increasing
expenditure on entézta&mn& will congtitute a depreasing
proporéion of income. Hozeovar, the supply of cineme
entertainment is more or less oligopolistic in natuvre as
a result of which forwvard shifting becomes easier. So far
as effects of ontertairment tax on £4ilmedistribution and
£iim-production are concerned it is difficult to make

generalizations,
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BEntertaimment tax as it is in practice in most of
the aress sesms to have taken into consideration the aspect
of aguity, beocause higher clagses of tickeis atiract higher
rates of entertainment tax making it progreasive. En# this
aguity in entertainment tax is precariously dependent on
the assumption that people from lower income groups purchase
low priced tickete and people from higher income groups
purchase hich priced tickets.

4.5 Empirical Findings @

4.5.1 In casze of all the Stateés under consideration
and All-States model absolute revenue from entertalnment tax

has shoun 8 strong consiatont rising tronde

4.5.,2 PRevermic significance of entertainment tax
shows, elther 8 cradually rizing trenf or fluctuations in
a limited ronge boing highost in Tamlluadu. But i no case
does it show a definitely decreasing trend. Similar trends
ave socen eveh when revenuc significance of entertainment
tax with reforence to total tex revemue and own tax raveme

is considered.

4.5.3 Lagvel of entertaimpent tax hoth in mecro and
micrc)aenae ghows a sonstantly rising trend in both Seneen

and is tho highest in Tapilnadu.
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4.5.,4 Percapita burden of entertaimment tax bas
also increased conszidepably in case of gvery State under
consideration and is  highest in casze of Maharashtra.

4.5.8 Excepting in case of Karnatak the ravenue
account dovelopmental slignificance of entertailnment tax
shows a gradually decreasing trend dn the last phase of
the period. 1In caze of Maharsshtra it is significently
greater than in case of other States. From capltel account
point of view the developmental significance éﬁ gntortain-
mont tax is puch graster conmpared to éemlzspmenhaz
significance of entertaimment tax on revenue acoount.
However, it is highest in case of Tamilvadu.

4.5.6 The cost of collectlon ratio for the
antertaiprent tax shows a decdining trend with fdnor
fluctuations during the pericd. The same trend is seen
in case of West Bengal and Allastateg mo;?.al. Bxeepting in
case of Gujarat, it scens that wlle%:tiaix efficiency is

increasing.

#4547 Entertoivment tax shows high values of
buoyaney and incomeselastieity in casze Of cvery State
under consideration and greater in case of All«States model
axcepting West Bengal. It can be saiﬁ that entertaimment
tax will give, even withovt discretionary changes, an
increasing amount of roveme €to the Govermment.
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4.,5.8 A gerutiny of the rate gtrecture of the

entertainment tax in the States under conslideration glvas

us following findings 3

i) The rate of tax is given either as % of the

11)

114}

iv}

v}

vi)

vii)

grosg value of ticket or as & ¥ of the net
price of admissicn ticket.

Figher rates of erntartainment tax for ouch clags
of ticket sre prescribed in case of places
having larger porulstion.

The burden of entertainment tax is compounded
by additional levies like surcharge, sdditional

surcharge and some specific cesses,
Touring cincmas are taxed at a lower rota.

Colour £ilmg are subjected £o hicher raotes of
additioral surcharges. |

The overall average rate of entertainment tax
in States under study is 71.13% and 1o the
higheaﬁ in case of West Hengal 1I0% and the
lowest being in Karpatak T04.

In certain cascs a £lat rate on tho assumption
of useful capacity is appliad byt this rste is
rélatively very low. —
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4.5 Findinas of the Survey ¢

(3) CINEMA-OUNERS +

4.6.1 1In case of cinena~owners entertaimment tax
is the largost tax related to their business.

4.,5.2 The price of the admission ticket is fixed
i1 such 2 way that 1t covers the operating cost including
a fair rate of return. The prices of differcnt clasces of
tickot vary asccording to the faclilities provided., In this
ragard, population, economic conditions, social culture and
the number of cinemas located in a place also beeome
relovant factors. However, therc seemsé to be no clesrcut
relationship bhotween tha net price aff el:i;a clinema ticket and
the rate of entertainment tax. Most of the cinemawouners
want diseontimation of addicional leﬁea and reduction in
the rate of entertaimment tax,. They alsp want that the
rate of ontertaimment tex should be expressed as &

parcentage of net price of admission ticket.

4.5.3 In the opinion of the cinema-puncre demand
for cincha entertaimment is definitely price-inelastic and
income=clastic becsuvse increnced ante:rha:imem; taxation
leading to higher priees, does not decréase demand for

entertainment.

4.6.4 Avcoriing to the cinora~owners increasing rate
of entertaimment tax reduces the net carnings par geat.
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4.6.5 The effects of high level of entertainment
tax on £1lmeproduction are not very clear.

(B) CINEGOERS =

4.6 Two vizsits o the cit;wa per month sgems €O
be the norm £or most of the poople.

44647 Most of the peopls belonging to lower income
groups also prefer to purchase baleony tickets,

4.6.8 Nost of the peopls prefer to go for the
third pghowe

4.6,9 Most of the poople are aware of the
entertaimment tax and its irncidencg.

44610 In case of majority of the families the
ronthly expenditure on cinema antertalpment may be apound
Ra, ﬁﬂ/"e

_ 446011 The responses ©f the ¢inegoers alao indleoate
that the demand for ecinema ottertaimmant is prico~-irelastic

and incomoeplastic.

4.@ .13 Most of tha respondents want a reduction

in the rate of entertainment tax,

4513 In cage of further fnoreas? in entértasinment
taxation, agsuning & decresse in cinema entertaiment the
ameunt release?d may be used £for savings, increased axpendituore
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on rostine houdehold noods, other types of en'certéiawnt,
plezsure trips and better edusation and purchase of bocks
in that order.

{C) FPIIMDISTRIBUTORS &

4,514 A3 we got only one response from £ilme
distributor no chservaktion of a gemerallgation type ean
bhe Al e



