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4.1 INTBDUJCTIOW

In this chapter an attanpt is feade to bring oat the signi

ficance of Turnover Tax in Maharashtra State with the help of 

secondary data. While doing so, we have shown the revenue 

signigicance of the turnover tax in the total and tax revenue 

of Maharashtra State for a period of three years. The chapter 

then presents the results of the sample survey.

4.2 amim mmu vmm smias -

It is surprising to note that out of total twenty two 

states of Indian Union, Maharashtra is the only state levying 

the turnoveu tax. Wo other state has even introduced this tax. 

As such the tax has not justification in the state.

4.3 RBVMUB SICMIFICAWCE OF THE TAX -

The Turnover Tax, as mentioned earlier, was introdueed 

in the state from July 1, 1986. The figures of receipts of 

the tax for 1985-86, revised estimates for the year 1986-87 

and the budget figures for the year 1987-88 were obtained from 

the RBI gulletin Oct. 1987. for making the comparison of those 

figures with the figures of total revenue, total tax revenue 

states own tax revenue, and revenue from taxes on commodities 

these data are given in the following table.



TABLE NO. 4.1

TAX R3YSNUB OF MAHARASHTRA (Rs. in lakhs)

Year Total
Revenue

Tax States own Taxes on
Bexenue Bax Commodities

Revenue

Turnover
Tax

1985-86 417415 287682 237715 217062 3363

1986-87 479169 334581 474953 251292 2686

1987-88 538383 380283 317211 291875 2100

Source - RBI Bulletin Oct. 1987 p. 876.

The observations that couAd be made on the above table is 

that, the tax receipts of turnover tax have decreased despite 

a continous increase in the total revenue and tax revenue of 

the state over the three years.

In order to make some more valid and meaningful observatio

ns, the percentage signigicsnee of those figures was calculated. 

The results have been given in the following table.



TABLiii MO. 4.2

PBflGMTAqS SlGWIFICiftfla

Year
Turnover Tax Beceipts as percentage of

Total

Be venue

Tax

Be venue

States own

Taxes

Taxes on

Commodities

1985-86 0.81 1.17 1.41 1.55

1986-87 0.56 0.80 0.56 1.07

1987-88 0$ 39 0.55 0.66 0.72

Following observations can be nade on the above table.

1. In absolute terms, as also relatively the contribution 

of Turnover Tax Beceipts to Total Bevenue Receipts has continu

ously declined and it is extremely insignigicant. The contri

bution of the turnover tax revenue in the total tax revenue 

of the state has also declined over the last three years and 

it is also less than 1#.

2. In respect of the share of turnover tax in states own 

tax revenue, also it has signigicantly declined.

3. More signigicantly, its share in the receipts from the 

taxes on commodities has declined form 1.55# in 1985-86 to 

0.72# in 1987-88.

4. it is pertinent to note that the actual collection of

ppwAJt ufciivsns ITY»



the turnover tax was highest in the beginning which subsequently 

declined.

The Revenee Significance of the turnover tax, thus> is not 

only negligible but it has declined over the last three years.

4.4 EJR CAPITA HJRDM OF TAX 6

The ner capita buBden of the turnover tax has been calcula

ted to measure the reel imp set of the tax on the entire popu

lation.

For calculation the population of Maharashtra for the year 

1985, 86 and 87, the population of 1981 census has been taken 

as base and then applying 2.5% annual growth rate population 

has been estimated. The relevant figures are given below in 

table 4.3.

TABLSNO. 4*3

____  POPULATION OF MAHARASHTRA

Year Population '000'

3981 6S784 Actual *

3982 64354 - Projected

3983 65962 «. n

3984 67611 _ it

3985 69301 n

1986 71034 _ ii

3987 72810 _ n

Source ■* Statistical outline of India 3986-87 Tata services

Ltd. Bombay p. 37



After calculating the population, the per capita burden 

of the tax has been calculated. These estimates are given in t 

the following tabel.

TABL3.N0. 4*1

PER.CAftiiA mmm of tumovbr tax

Year Population

(000)

Tax collection

(Rs. in lakhs)

Per Capita Burden

Rs.

1985-86 69301 3363 4.89

1986-87 71034 2686 3.78

198
1987-88 72810 2100 2. 88

* The above figures show that the per capita burden

of the turnover tax has declined from Rs. 4.89 to Rs. 2$88
ovef-

twm. the three years.

4.5 RB3ULT3 OF 3/MPL3 SURVEY ft

5b r estimating the bur don of the turnover tax upon the 

taxpayers i. e. the dealer; a sanjble survey was conducted of 

dealer sin kolhapur city.

4.6 DISTRIBUTION QF SAMPLE

The sample selection was made on the basis of the list of 

dealers in various business activities who are the members of



the Chamber of Commerce and Industries} kolhapur, and those who 

are the members of Shiroli Manufacturers Association}

Kolhapur (3MAK). Fifty dealer^ belonging to different trading 

activities were selected by following a simple random method.

It would not be out of place to recond that} originally the 

questionnaire - cum - schedule was so designed as to obtain 

the information relating to the various aspects of business of 

the dealers such as their assets and liabilities} total turnover 

taxes paid, profits earned etc. However, since it was 

experienced that most of the dealers were reluctant to give the 

information relating to their business, it was decided to colle

ct only the data relating to their annual turnover and the tax 

amount paid by them. These data have been used to arrive at 

the figures of per trader burden of the tax,

7 The sample, thus included 50 different dealers belonging 

to various trading activities. The distribution of this sample 

is shown in the following table.
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TA3LJ..I.Q. 4^5 

DISBBIHJTIQN OF SAMPLE

Trading

Activity

No, of

'Traders

Percentage to

Total Sample

a. Pbundry spares 10 20$

b. Automobile ftesaler aid Spares 11 22$

c. Oil Mills 07 14$

d. General Merchant 10 20$

e. Piston Dealer 05 10$

f. Tea Traders 05 10$

g. Oil Shgine Parts 01 2$

h. Sugar Spares Manufacturing 01 2$

Total - so 100$

The above table thus shows that the sample included a 

wide variety of dealers from the Kolhapur City.

4.7 PBB DSALBB HJBDEN OF TPM0V3R TAX -

The figure of the turnover of the sample dealers were 

obtained through the schedule personally administered to them. 

On the basis of those figures, the figures of turnover tax 

paid by them were calculated first at the existing rate of 

1.25$ and then at the rate of 5$ which is likely to be 

introduced subsequently. This was done with a view to
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bringing out the difference in the tax burden at two different 

rates.

The figures relating to the turnover of the sample dealers 

and the tax amounts are given in the following table No. 4.6.
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The shove table obviously shows that a lsrge amount of 

tax has to be paid by the dealers.

On the basis of these data the per dealer tax burden was 

calculated. The results of the sane are given below.

*9m* Table No. 4.7 

Per Dealer Burden of the Tax

@ 1.25$ @ 5$

a. Total Tax Collection 8075937.80 32303751

b. No. of Sample Dealers 50 50

c. Per Dealer Burden 151518.76 646075.02

4.8 MAIN PIMPINGS -

The important findings that stem from the above can be put

as -

It The Revenue Significance of the Turnover Tax is negligi - 

ble for the Govt, of Maharashtra.

2. The tax collection of the Turnover Tax has declined over 

the year.

3. The per capita burden of the turnover tfx is also insi

gnificant and that it has fallen over the past three years.

4. The per dealer burden of the tax is quite significant 

and that it would be more pronounced if the rate is increased 

to 5%.



5. In view of the fact that, the traders are likely to 

shift the burden of the tax upon the ultimate consumer sh

the tax unnecessarily, without contributions significantly 

to the treasury, falls upon the consumers.

4.9 SUGGESTIONS -

We are now in a position to make concrete suggestions in 

respect of the turnover tax on the basis of the above findings.

a) The turnover tsA is not in existence, in any other state 

in India and hence it has no justification in Maharashtra State.

b) The revenue contribution is almost insignigicant in 

the state, and on that ground also, it has no justification.

c) The trading community is already overburdened with several 

taxes and hence they will try to shift the burden of the tax upcn 

the consumers. On this ground therefore the tax needs to be out- 

rightly cancelled or withdrawn.

d) .Although the monetary burden of the tax upon the traders 

is not very significant, it teas certainly crested a psycholo

gical burden upon them and hence the tax be withdrawn.

e) The psychological burden of the tax upon the dealers

may have $&$$$$ adverse effects upon the economic

activity in the state and hence it has s strong case for 

Cancellation.

We therefore conclude by stating that there is no economic
Tat io pais

behind the imposition of turnover tax particularly

when the committees originally recommending this tax qtqtfrpqt*



had suggested it as a substitute for octroi, aid hence? the 

turnover tax has a strong case for its withdrawal by the 

Government.
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"list op reports jro jouarins used”

1. Report of the Study Group on Octroi (1970)

(Chairman - 3. K. Wsnkhede.)

Government of Maharashtra Publication.

2. Report of the lb ad Transport Taxation Enquiry flbmmittee 

(3965) Government of India Publication.

3. Reserve Bank of India Bulletin, Oct. 1987,

4. Statistical Outline of India 1986-87.

Tata Services Ltd., Bombay.

5. The Bombay Sales Tax Jet 1950,

Law Times Publication, Bombay.

(Ed. 1987 - as amended up - to - data.)

6. Vyapari Mitra (Marathi Monthly)

Bd. by G. D. Sharma and P. G. Sharma.
Issues of -

August 1986

Sep teraber 3986

October &

November 1986

December 1986

J anu ary 1987



February 3987

March 1987

#ril 3987

May 3987

June 3987
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