GOVERNMENT OF INDIA

Nt ’ %




REPORT

OF THE

TAXATION ENQUIRY
COMMISSION

1953-54

VOLUME 1



Chapter

I

IL.

CONTENTS

INTRODUCTORY . . . . .
Appointment of Commission and terms  of
reference . .
Procedure of enquiry . . . .
Background of enquiry . . . .
Plan of the Report . .
Acknowledgments

THE TAX SYSTEM AND TRENDS IN
PUBLIC REVENUES . . .

TAX STRUCTURE UNDER THE CONSTITUTION

Tax powers of the Union and the States

Distri.bution of certain revenues between the
Union and the States

Grants-in-aid . . . . .
Local Finance

TRENDS IN PUBLIC REVENUES

Combined public revenues of India : shares of
different levels of government .

Composition of combined public revenues
Direct and indirect taxes

Non-tax revenues- .

Public revenues and national income

Revenues of the Central Government

Revenues of State Governments

Revenues of local bodies

Relative elasticity of Central and State revenues

TRENDS IN PUBLIC EXPENDITURE

Relative growth in expenditure of Central and
State Governments . .

Changing composition of Central and State
expenditure .

FFactors of growth in expendlture of Central
and State Governments’™ . . .

Distribution of combined public expendxture
of all Governments . .

Comparative picture of State expendxtures

Expenditure of Central and State Governnients
on capital account .

Economic effects of public expendxture . .

8—33

8—9

9—I1I
11—I14
14

I5
15—18

18

19
19—21
21—24
24—29
29—31
31—33

34—44
34—35
35—37
37—39

39—40
40—41

41—42
42—44



(ii)
Chapter

IV. INCIDENCE OF TAXATION : APPROACH
AND SCOPE OF STUDY . . . .

“{_Enquiry into formal incidence
Tax burden and public expenditure
Tax incidence in relation to income groups
State-wise. differences in incidence
Problems in study of incidence, tax-wise
Data on family budgets '
Assumptions and method
Appendix 1. Sampling Design

Appendix I1. Assumptions and method regard-
ing sales tax and other indirect
taxes. . . . .

V. INCIDENCE OF TAXATION : ANALYSIS
Pattern of rural and urban expenditure
Non-monetary sector of the economy
Tax element : per capita tax

'-/I'ncidence of indirect taxation

v/Central excise duties and sales tax ~ .
Incidence of land revenue and income-tax V .

" INTER-STATE COMPARISONS OF TAX INCIDENCE

Per capita tax revenues of different States .
Per capita and per acre land revenue . .

CONCLUSION . . . . .
Appendix.  Estimates of consumer expenditure

in the rural sector by individual States

‘)/I. THE DEVELOPMENT PROGRAMME AND
/

TRENDS IN INVESTMENT PUBLIC
SECTOR
Objectives, nature and scope of development
programme . . . .
Progress of the Plan . .

The next Plan and tax policy : deﬁcn: ﬁnancmo

\/v II. THE DEVELOPMENT PROGRAMME AND
TRENDS - IN ' INVESTMENT : PRIVATE
INDUSTRIAL SECTOR . . . .

Industrial development programme and progress

Obijectives and scope of our enquiry
Scope of data . . .
Structure of corporate sector

CAPITAL FORMATION AND ITS FINANCING
Measurement of capital formation . .

Pages

45—62

45

45

46
46—47
47—48
48—s1-
§1—56
57—59

60—62

63—84
63—65
65—66
66—67
68—69
69—173
73—74

74—76
76—78
78—81

82—84

85—9,

85—S89
89—95
95—97

98—143
98—100
100—101
101—103
103—105

106



(iii)

Chapter ] Pages
Composition of gross capital formation : fixed
assets formation and inventory accumulation 106—108
Year to year movements in fixed asscts for-
mation and inventory accumulation . . 108
Liquid assets position . . e 108—109
Growth of fixed assets and inventories : indus-
try-wise . . . . . . 109—113
Gross capital formation in corporate mdusmal
sector . . . 113—I114
Financing of capltal formatlon 448 companies 114—I15
External and internal financing of net fixed
assets formation . . . . 11§-—~117
Industry-wxse increase in paid-up capltal . 118—I120

THE ALLOCATION OF PROFITS
Gross profits in relation to gross sales and

capital employed . . . 120
Net profits in relation to net worth and paxd—up
capital . . . . . 120—124
Tax distributed and retamed proﬁts . . 124—127
Remuneration of managing agents . . 127
THE PROBLEM OF REPLACEMENT . . . 128—131
TINANCES OF PRIVATE LIMITED COMPANIES
The Structure of private limited companies . 132—133
Capital formation . . . . 133—134
Sources of finance for assets forrﬁanon . . 134—135
Depreciation policy . . . . . 135—I136
INVESTMENT AND SAVING IN THE ECONOMY
Urban residential cgnstruction . . . 137
Rural investment . . . . . 137
Savings estimate - . . . 137—139
Appendix I. Pattern of dlsmbuuon of assets
and liabilities . 140
Appendix-11. A. Increase in paid-up capltal—by
size of companies . 141
B. Profits after tax—by size of
companies . . . . 141
Appendix 111. Classification of private limited
companies . . . . "142—143
(\/ III OUTLINES OF TAX POLICY - ‘ . . 144—169
N Terms of reference . . . 144
Objective of dealir.g with mﬂatxonary and de-
flationary situations . . . . 145

Objective of lessening mequalltle’s in income
and wealth - . . . - 145—147



(iv)
Chapter

Equity in taxation .

VTax system for development programme \/
Limits of taxation : taxable capacityn" .
Taxation and borrowing * .

Deficit financing . .
Other resources for development v
pproach to incentives for savings and invest-
ment . . .
 Direct and indirect taxes \/
Uniformity in taxation .
rmarking of tax receipts . .
ay policy in relation to inflationary and de-
ﬂatlonary situations . . .
ources of additional tax revénue .
Inter-governmental tax co-ordination and tax
research . . . . . .

IX. NON-TAX REVENUES—CENTRAL AND
STATE GOVERNMENT UNDERTAKINGS

Non-tax revenues and pub]ic enterprises in

other countries . . .
Objectives and scope of pubhc enterprlse in
India . . .
CENTRAL GOVERNMENT UNDFRTAKINGS
Railways
Posts and Telegraphs
Opium . .
Currency and Mint . . . . .
Other Central Government commercial under-
takings . . . . . . .

STATE GOVERNMENT UNDERTAKINGS
Electricity -undertakings -

Road transport . - j.l e -
Industrial enterprlses “of States .
Mysore S e
Travancore-Coehm
Madhya Pradesh L
Bombay . |« i e o
Hyderabad e .
X. NON -TAX REVENUES : PROBLEMS AND
POLICY CONSIDERATIONS . - . . .

PRICING POLICIES _
~ Present pricing policies of State undertakings .

Pages

147—148
IC‘S—I 50
150—~152
152—153
153
154

I54—155
55
156
156—158

158—162
162—167

167—169

170—193
170—172
172—173

173—175
175—176
176
176

176—178

179—180
181—182
182
182
182
183
184
184—185

194209

194—195



Chapter

w

Pricing policies of Railways
Freight rates

Railway fares . .
Taxes on Railway fares and freights
The postal system

Other State undertakings

ALLOCATION OF PROFITS AND TAXATION OF STATE

UNDERTAKINGS
Allocation of profits- -, .
Taxation of public undertakings . -« .

Organisation and management of public under-
takings . .

State trading
Fiscal monopolies

Summary of Conclusions and Recommendations

Statistical Appendix .
Statements relatmg to Chapter 11
Statements relating 1o Chapter III .
Statements relating to Chapter VII -

Pages
196—197
197—198

198
198—199
199
199—203

203—204
204—206

206—207
207—208
208—209

210—216
217—334
217—241
243260
261—334



