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The tmportanoe or sales tax needa no exaggeration. 

In modern t1aea 1 it has come to oooupy an important place 

in the developa4 as well aa the developing countr1••· In 

India particularly this tax holda a very t.portant place 

in the States' fiscal structure. The widespread and growing 

imposition of this tax proves bow indispensable this ~ax 

is and contradicts the view that n~he genoral sales tax ia 

a discredited remnant ot an outworn system". Thia also 

indicates the change ~hat baa taken place in the attitude 

towards this tax. The opposiuion to the adoption ot tbia 

tax baa gradually dwindled. There haa been a revival 

among the academicians ot their interest in this tax. 

Freah analysis baa been attempted by economists in the 

light ot the new experiences. The new analysis baa brought 

forth the idea that ealea taxation still needs empirical 

invaat1gation on many counta 1 especially with reference to 

developing countries. 

Since the publication ot Prof. Ghosh's work on Salaa 

Tax in India in 19S4 no thorough analysis of the tax baa 

been undertaken in our country. In the 11gh~ ot the fact 

t hat the sales tax a~ructure haa changed vehemently and 

that no study of operations of the tax baa hither~ been 

undertaken, the present study 1a devoted to fulfilling this 
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~hie purpose. It baa tour-fold purpose• to fulfil. Firstly, 

it traces t.he historical development of tbia tax as a 

background to the study. Secondly, it analyses the theore

tical issues relating to salea taxation. Thirdly, lt 

studies the structure of the tax. Finally, it analyaea the 

operations ot the tax. This study 1& 1 ~haretore, theoretical 

aa well as applied in natura. 

To focus the attention on the structural and opera

tional aspecta 1 ot sales taxation in India, part.ioulorly to 

analyse 1ntenaively certain aapeeta, any a\udy will bave to 

draw an arbitrary line ~striating ita scope. this is 

essential because ot sales tax being a subject undor States' 

jurisdiction, and consequently, there prevailing a wide 

diversity in ita structure. For this purpose, this study 

singles out the Northern ?.one of India, comprising four 

8tatea 1 vls. l~jasthan 1 Punjab, Haryana and Jammu & Kashmir, 

and three Union Territories, viz. Chand1garh 1 Delhi and 

Himachal Pradesh. Thus 1n certain respec\a thia study 

covers the whole or India in others it limite 1\aelt only 

to the Northern Zone. 

While the tirat chapt•r la introductory and defines 

aalea tax, claas1£1ea ita forma and analyaea some important 

torma ot sales tax tam1ly 1 the second one provides a 

historical development ot the tax. The \bird chapter 

provides a comprehensive analysis or the equity oonaiderationa, 

economic effocta and o~her oona1derations £or and again•' 
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the adoption ot the tax. 7h1a analyala, however, mainly 

concerns itselt with developing countries and India in 

particular. 

The theoretical analysis of ~he tax lwving been dealt 

with 1n this chapter, the remaining work deals with the 
I 

applied aspect. In the fourth chapter, the theaia traces 

the importance of the salos tax in India. For this purpose 

it tocuaaea attention on three related aspects, viz. develop

ment ot the tax in India, d1atr1but1on or tax powera between 

the Union and the State and the prevalent forma of aalea 

tax in India. Analyala or i•portanoe of the tax la supported 

with the t.ax revenue data for all the S~tea from 1951-52 

through 1968-69. It alao attempts to relate sales tax 

revenue as well aa revenuea tr~ other taxes with nationBl 

income and thua coapares tho income elauticlty o! different 

taxes. 

Chapters fifth and sixth analyse and study the structure 

of the tax in the Northern Zone. They concentrate mainly 

upon \he general sales tax of the State/Territory. Motor

spirit sales ~ax and \he central •ales tax hove been oleo 

taken up. The fitth chapter 1s s detailed etudy o£ the 
I 

salea tnx 1n each State/Territory of the Zone. Chapter 

number e1x attempts to preeont an optimum sales tax structure 

for the Zone. In this way a comparative analysia or aalea 

tax structure ot the ditfarent Stata•/Terr1tor1es is 

attempted. The main lasuea analysed are single-point veraua 
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multi-point, first-point veraua last point, rate-d1tterent1al 1 

trea~ment of produqere' gooda 1 exemptions veraue cash-grants, 

impact and lastly the incidence or the tax. The last point, 

i.e. incidence ot the tax baa been analysed empirically. 

t{owever1 the study 11111ts itself to Jaipur city only. 

Asaum1ng tha\ the sales tax ia borne by the oonaumere this 

thesis studies the incidence of the tax in Jaipur City--the 

capital of Rajasthan. These results are baaed on a survey 

ot income-expenditure pattern conducted by the author during 

December 1968 to February 1969. The survey waa conducted 

for 2)6 households selec~ed on strati!iad random sampling 

basis. The interview eohedule has been supp~ied aa an 
. 

Appendix to the thesis. 

These two chapters are mainly concerned with intra

State structure only. They leave out the problema relating 

to inter-State aspect-an aspect which aa~umes great importance 

in a federal set-up. These have been studied in the seventh 

chapter wherein problema related to Central Salea Tax Ac~. 

sales tax on exports, double-taxation, and lastly the 

problem of lack ot uniformity of sales tax structure in 

India have tound place. I\ thua, covers oartain tmportant 

and related aspects, vis. aalea tax versus additional axclae 

duties, centralisation of oalea tax and the role of Zonal 

Councils ln bringing uniformity in the sales tax structure. 

Chapter eight le devoted to an intenaive study of the 

operational aspects ot the tax. It atudiea r,he adminlotrative 
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organisa~ion tor sales tax in the North~rn Zone at the out• 

aet and then deale w~t.h the operationa ot the tax, 1.e. 

registration of dealera, processing of tax-returns, aaseaa• 

ment, appeals, arrears and coat ot aalea tax collection, etc. 

For this purpoae data tor all the States and Terr1tor1ea ot · 

the Northern Zone to~ a period ot seven years, i.e. from 

1961·62 to 1967·66 have been analysed. It alao pute forward 

a plan ror continuing deve1opaent or aalea tax structure and 

1ta operations. 

All the above mentioned iaauea·a~ry ot analysia aa 

well aa reoommendationa-bave been brought together in bhe 

laat chapter. 

Since much ot thework la baaed on the data collected 

from the aalea tax ottlcea a apeoial mention ia required in 

thia regard~ For thia purpose, ar~er thoroughly studying 

the structure and operation at Jaipur I bad peraoually 

visited Delhi, Chandlgarh, Pat1a1a 1 Simla and Srinagar to 

study and diaouas all the aapecta or the structure and 

operations ot the tax. I had alao contacted many trade 

aaaooiationa to acquaint myself with their view pointe. 

Throughout the work references ot artiolea have been 

given in a particular fo~. The aeriatum ia aa tollowaa 

Aut,hor, title, journal, volume number, pagea, month 

or year. 

Th1a study or the structure and operations ia baaed on 

a particular reference period and covers a period ot 1961-62 

to 1967~68. 
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