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4*1 Entertainment is nece-luxurv s

Entertainment is an important need ot human being© 
particularly in © civilised society* In India entertainment 
of cinema type has become the source ©£ relaxation for 
majority of the people* sfith the introduction of the 
cinematograph and the host of other technological change©, 
entertainment ha© assumed a more public and commercial 
character, has become distinct and indirect in nature, 
however, at the same time individually more accessible* This 
ha© rendered cinema entertainment ©ore and more amenable to 
taxation by the State*

Entertainment becomes taxable when it satisfies the 
following conditions s

i) It is public*
11) Admission to it is priced* 

ill) It has a commercial purpose*
i

On the on© hand cinema has become a necessity for a 
largo number of people because the other private means of 
entertainment requiring initial Investment and recurring 
expenditure are beyond their reach* For the largo majority 
of the poor people cinema entertainment provide© a means 
of cheap, regular and locally accessible entert&lnm
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o£ an escapist nature* On the other hand, for the rich 
people it is a cheap luxury giving them an opportunity to 
enjoy# from a distance# their own style of; living end at 
the same time sympathise from a distance# with the harsh 
life of poverty and problems depleted in the so-called art 
and surrealistic films* Therefore# v© call it a ose©- 
luxury*

4*2 Justification for the Entertainment Tax $

. Entertainment tax can b® justified on the following 
grounds «

i) Mon*»©ssenfci«l nature of the want* 
ii) Sumptury taxation* 

ill) Increased revenue for the Ctovernment*
iv) Compensation for the social costs*
v) Resource Reallocation*

vi) Price-inelastic and income-elastic nature of 
the want*

4*3 &n entertainment tax - &n Indirect tax t

in the case of ©nt«srtainment tax# the shifting of 
the tax burden is very much evident# Itenedlato and complete 
because the amount of the tax is included in the price of 
admission ticket# thus shifting the whole burden to the 
ultimate consumer* it partakes the nature of sales tax 
because the proprietor of the cinema sells a kind of a
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aervlc© from which the eonsumers derive a certain satisfac- 
ties in th® for© of relaxation* &s an indirect tax# 
entertainment tax has following features t

i) Convenience 
ii) Fiscal illusion

ill) Difficult fm avoidance and ev&alen 
iv) sreduetivity 
v) Broad coverage®

4*4 Shifting# Incidence and Effects of Entertainment tax a

Theoretically, shifting of the entertainment tax 
will be mostly forward because the demand for entertainment 
is prles-inelastic and income-elastic. In other words# 
incidence of entertainment tax will invariably be on the 
eieegoers* Howavar# the'differential incidence of 
entert@if$5@nt tax with higher and higher rates of entertain­
ment tax will become more and more regressive as increasing 
expenditure on entertainment will constitute a decreasing 
proportion of income* ?<©r@©u&r# the supply of cinema 
entertainment is more car less oligopolistic in nature as 
a result of which forward shifting becomes easier* So far 
@s effects of entertainment tax on film-distribution and 
film-production are concerned it is difficult to make 
generalisations•
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Entertainment tax as It Is la practice la post of 
the areas seems to have taken lot© eaasideration the aspect 
of ability# because higher classes of tickets attract higher 
rates of entertainment tax making it progressive* But this 
equity In entertainment tax is precariously dependent on 
the assumption that people from 1ewer income groups purchase 
low priced tickets and people from higher income groups 
purchase high prices* tickets*

4.5 Empirical Findings t

4.5.1 In case of all the States under consideration 
and A!Instates model absolute revenue from entertainment tax 
has sham a strong consistent rising trend,

4.5.2 Revenue significance of entertainment tax 
shows# either a gradually rising trend or fluctuations in
a limited range being highest in Tamilnadu. But in no case 
does it ©how a definitely decreasing trend* Similar trends 
are seen even when revenue significance of enfcertaiisaenfc 
tax with reference to total tax.revenue and own tax revenue 
its considered.

4.5.3 2*mel ©f entertainment tax both in macro and 
micro sense shows a constantly rising trend la both senses 
and is th© highest in Tamilmdu*
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4.5,4 Pereapita burden of entertainment tax has 
also increased considerably in -case of ©wry State under 
consideration and is . highest in case of Maharashtra*

4*S*S Excepting in case of Karnatak the revenue 
account developmental significance of entertainment tax 
shows a gradually decreasing trend in the last phase of 
the period* In case of Maharashtra it is significantly 
greater time in case of other states* from capital account 
point of view the developments 1 significance of entertain­
ment tax is much greater compared to developmental 
significance of entertainment tax on revenue account* 
However, it is highest in ease of Tair&Inadu*

4*5*6 The cost of collection rati© for the 
entertainment tax shows a declining trend with minor 
fluctuations during the period* The same trend is seen 
in case of West Bengal and All-States model* Excepting in 
case of Gujarat*, it seems that collection efficiency is 
increasing*

4*5*7 Entertainment tax shows high values of 
buoyancy and incema«elaatieifcy In ea&e of every State 
under consideration and greater in case ©£ All-States model 
excepting west Bengal* It can be said that entertainment 
tax will give, even without discretionary changes, an 
increasing amount of revenue to the Government *
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4*5.8 Pk scrutiny of the rate structure of the 
entertainment tax An the states larger consideration gives 
os following findings $

1) The rate of tan As given either as % of the 
gross value of ticket or as 0 % of the net 
price of admission ticket.

ii) Higher rates of entertainment tax for each class 
of ticket nr© proscribed in ease of places 
having larger population.

iii) The burden of entertainment tax is compounded 
by additional levies like surcharge# additional 
surcharge and some specific cesses#

iv) Touring cinemas are taxed at a lower rate*

v) colour films am subjected to higher rates of
iadditional surcharges.

vi) The overall average rate of entertainment tax 
in States under study is 71.13% and i© the 
highest in case of Heat Bengal 110% and the 
lowest being in Karisatak 70%.

vii) In certain cases a flat rate on the assumption 
of useful capacity is applied but this ret© is 
relatively very low*
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4*6 Findings of the Survey t 

(&) CtNSBA-tfrfflffiRS »

4*6*1 In case of cinema-owners entertainment tax 
ia the largest tax related to their business*

4*6*2 The pries of the admission ticket is fixed 
in such a nay that it covers the operating coat including 
a fair rate of return* The prices of different classes of 
ticket vary according to the facilities provided* In this 
regard* population# economic conditions# social culture and 
the number of cinemas located in a place also become 
relevant factors* However# there seems to be no clearcut

i

relationship between the net price of! the cinema ticket and 
the rate of entertainment tax* Most of the cinema-owners 
want discontinuation of additional levies and reduction in 
the rate of entertainment tax* They also want that the 
rate of entertainment tax should be expressed as * 
percentage of net price of admission ticket*

i

4*6*3 So the opinion of the cinema-owners demand 
for cinema entertainment is definitely price-inelastic and

i i

incoma-elastic because increased entertainment taxation 
leading to higher prices* does not decrease demand for 
entertainment«

4*6*4 According to the cinema-owners increasing rate
of entertainment tax reduces the net earnings par seat*
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4*6.5 effects of high level of entertainmenfc 
tax on film-production ear® not very clear#

Cl) CXfffiGQSSRS *

4.6*6 visits to Um cinema per month seems to 
ho the norm for most of the people*

4*6*'’? Host of th® people belonging to lower income 
groups also prefer to purchase balcony tickets*

4*6*3 Host of the people prefer to go for the 
third show*

4*6*9 Host of the people are aware of the 
entertainment fax and its incidence*

4*6*10 In ease of majority of the families the 
monthly enpenSiture on cinema entertainment may be around 
ft© * 40/*«

4*6*11 the responses of the cinegoers also indicate 
that the demand for cinema entertainment is price-inelastic 
and income-elastic.

4*6.12 Host of the respondents want a reduction 
in the rate of entertainment tax*

4*6*13 Zn case of further increase in entertainment 
taxation* assuming a decrease in cinema entertainment th© 
amount released may fee used for savings* increased expenditure
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on routine twaisefioM needs, other types of entertainment, 
plmmvm trips end better education and purchase of book* 
in that order*

Cc? mmrnm&mimftms s

4*6*14 As we got only one response fro© fills* 

distributor no observation of a generalisation typo tan 
be imde#


