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INTROIUCTION =

In this chgpter an attempt is kade to bring out the signi-
ficance of Turnover Tax in Maharsshtra State with the help of
secondery deta, While doing so, we hsve shown the revenue
signigicence of the turnover tax in the total =nd tax revenue
of Mahgrashtra State for & period of three years. The chepter

then presents the results of the sample survey.
JUMOVER TAX AND OTHER STALAS -~

It is surprising to note that out of total twenty two
states of Indian Union, Maharashtra is the only state levying
the turnovee tax. No other state has even introduced this tex.

As such the tax has not justificetion in the state.

REVINUE SIGNIFICANCE OF THTY TAX -

The Turnover Tax, as mentioned esrlier, was introdueed
in the state from July 1, 1986, The figures of receipts of
the tax for 1985-86, revised estimates for the yesr 1986-87
and the budget figures for the yezr 1987-88 were obtezined from
the RBI Bulletin Oct. 1987. for making the comparison of those
figures with the figures of totel revenue,ktotal tax revenue
states own tex revenue, and revenue from taxes on commodities

these data are given in the following table.
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TARLE NO. 4.1

T4X RIVINUE OF MAHARASHTRA (Rs. in lakhs)

Year Total Tax States owmn Taxes on Turnover
Revenue Bexenue Bax Commodities Tax
Revenune
1985-86 417415 287682 237715 217062 3363
1986-87 479169 334981 474953 251299 2686
1987-88 538383 380283 317211 291875 2100

Source - RBI Bulletin Oct. 1987 p. 876.

The ohs=rvations that coud be made on the azbhove table is
that, the tax receipts of turnover tax have decreased despite
a continous increese in the total revenue and tax revenue of

the state over the three years.

In order to mszke some more vgzlid and mezningful observstio -
ns, the percentasge signigicence of those figures was calculated.

The r=sults have been given in the following tzble.
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TABLA NO. 4,2
PERCANTAGE SIGNIFICANCE

Turnover Tax Receipts as percentage of

Year
Tot sl Tax States owm Taxes on
Revenue Revenue Taxes Commodigies
198 5~-86 0.81 1.17 1.41 1. 55
198687 0.5 0.80 0.5 1.07
1887-88 0539 0.55 0.66 0.72

Following observegtions can be made on the above tzble.

1. In absolute terms, as also relctively the contribution
of Turnover Tax hHeceipts to Totel Revenue Receipnts has continu-
ously declined and it is extremely insignigicant. The contri-
bution of the turnover tax revenue in the totszl tex revenue

of the stete has also declined over the last three years and
it is 21so less than 1%.

2. In respect of the shasre of turnover tsx in states own

tex rev-nue, also it has signigicantly declined.

3. More signigicsntly, its shere 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 actusl collection of
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the turnover tax was hifhest in the beginning which subsequentry

éec.linedo

The Revenwe Significance of the turnover tsx, thus, is not

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

PER CAPIT/ HIRDEN OF TAX 6

The ner c:pita burden of the turnover tex has been csleculsa-
ted to messure the resl impnact of the tax on the entire popu-
lation.

For cglculstion the populzstion of Mahsrashtra for the year
1985, 86 eand 87, the populsgtion of 1981 census has been taken
as base and then applying 2.5% snnual growth rate population

has been estimated. The relevant figures are given below in

table 4,3,
I4BLE NO. 4.3
— POPULATION OF MAHARASHTRA
Yaar Populeation '000!

1981 62784 -  dctudl *
1982 64354 - Projected
1983 685962 - n
1084 67611 - "
1985 69301 - n
1986 71034 ' - "
1987 72810 - "

Source * 3tatistical outline of Indis 1986-87 Tate services

Ltd. mombay p. 37



After cglculating the population, the per cspita burden
of the tax has been cglculated. These estimates are given in %

the following tabel.

TABLE NO. 4.4
PER CARITA HIRDEN OF TURIOVER TAX
Year Populeztion Tax collection Per Capita Burden
(000) (Rs. in lakhs) Rs.

1985-86 69301 3363 4,89
1986-87 71034 2686 3.78
108

1987-88 72810 2100 2.88

& The apmove figures show that the per cspita burden

of the turnover tax hss declined from Rs. 4.89 to Rs. 2;88

ove
caavgn the three yesrs.

4,5 RSSULT3S OF S/MPLE SURVEY &

For estimating the burdon of the turnover tax upon the
taxpayers i.e. the dealer; a sample survey wes conducted of

deslersin kolhapur city.
4,6 DISTRIYTION OF J4PLE -

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

dealers in vgrious business zctivities who zre the members of
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the Chember of Commerce and Industries, kolhapur, and those who
are the members of Shiroli Manufacturers Association,

Kolhapur (3MAK). Fifty deslers belonging to different trading
sctivities were selected by following a simple random method.

It would not be out of place to recomd thst, originally the
questionnagire - cum -~ schedule wzs so designed as to obtain

the information relating to the verious aspects of husiness of
the deglers such as their zssests and liabilities, totszl turnover
tsxes psid, profits eszrned 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 relsting to their annual turnover and hhe tax
amount paid by them. These data have been used to arrive at

the figures of per trasder 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.



4.7

[
o5

TARLE NO. 4,5
DISBRIATION OF SAMPLE

Trading No, of Percentage to

Activity Irgders Total Sample
a. Foundry spares 10 0%
b. dntomobile Resaler and Spares 11 22%
e, 0il Mills 07 144
d. General Merchant 10 0%
e. Piston Dealer 05 104
f. Tea Traders 05 104
g+ 0il mngine Parts 01 2%
h. Sugar Spares Manufzscturing o1 2%
Total - 50 100%

The above table thus shows th:st the sample included a

wide variety of dealers from the Kolhspur City.

PER DEALER BIRDEV OF TURIOVER TAX -

The figure of the turnover of the sample dealers were
obtained through the sthedule personally administered to them,
On the basis of those figures, the figures of turnover tax
paid by them were calculeted first =t the existing rate of
1.25% znd then st the rate of 5% which is likely to be

introduced subsequently. This wzs done with a viazw to
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pringing out the differance in the tax burden at two differant
rates.

The figures relzting to the turnover of the sample desalers
and the tax amounts are given in the following table No. 4.6.
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The above table obviously shows thsast a lerge amount of

tax has to be paid by the dealers.

On the basis of thes= date the per dealer tax burden was
calcul ated. The results of the same are given below.

*RER* Iehle No, 4,7
Per De=zler Barden of the Tax

@ 1,25% @ 59
a. Total Tax Collection 8075937.80 32303751
b No. of Semple Desglers 50 850
C. Per Dezler Barden 161518.76 646075,02

4,8 MAIN FINDINGS -

The important findings that stem from the sbove can be put
as -

1y The Revenue 3ignificance of the Turnover Tax is negligi -
ble for the Govt. of Maharashtra.

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

3. The per cgpite burden of the turnover t:x is slso ingi-
gnifipent and that it has fallen over the past three years.

4, The per degler burden of the tax is quite significent

and thzt it would be more pronounced if the rate is increaded

to 5%.
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5. In view of the fact that, the traders asre likely to
shift the S»uders burden of the tax upon the ultimate consumer g,
the tex unnecesserily, without contrinhutions significantly

to the tressury, fzlls upon the consumers.

SUGGESTIONS =~

We are now in = position to mzke conerete suggestions in
respect of the turnover tax on the bhasis of the zbove findings.

a) The turnover ta® is not in existence, in any other steate
in India and hence it has no Jjustificection in Mahereshtra State.

b) The ravenue contribution is almost insignigicent in
the state. and on that ground also, it has no justificsation.

¢) The trading community is already overburdened with severdl
taxes and hence they will try to shift the burden of the tax upm
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 significanﬁ, it has certainly creszted a psycholo-
gical burden upon them and hence the tax be withdrawn.

e) The psychologicel burden of the tax upon the deglers
may have $#%%fe effe adverse effects upon the economic
activity in the staste and hence it has z strong case for
Ccagncellation.

We therefore conclude by stating thet there is no econonic
;gggggi;cbehind the imposition of turnover tax psrticularly

when the committees Originally recommending this tax eek®Qd



had suggested it as a substitute for octroi. and hence, the
turnover tax has a strong csse for its withdrawgl by the

Government.
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1.

"LIST OF REPORTS 41D JOURALS USED"

Report of the Study Group on Cetroi (1970)
(Chgirmen - 3. K. Wenkhede.)

Government of Mashsrashtra Publication.

Report of the ad Iransport Taxation Enquiry Committee
(1965) Govermment of India Publication.

Reserve Bank of India Bulletin, Oct. 1987,

Statistical Outline of India 1986-87.

Tata services Ltd., Bombay.

The Bombay Sales Tax dct 1959,
Law Times Publication, Bombay.

(BEd, 1987 - 2s amended up - to - dsta.)

Vyapari Mitra (Marsthi Monthly)
E'd. by G’o D. Sharma and P. Go Sh&mao

Issues of -
Mgust 1986
Sentenber 1986
October &
November 1986
December 1986

January 1987
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February
Mearch
dpril
May
June

July

1087
1087
1987
1987
1287
1087
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