
GOVERNMENT OF KERALA 

REPORT 
OF THE 

rAXATION ENQUIRY 

COMMITTEE 

PRH ~'miD BY THE S.G.P. AT THE GOVERNMBNT RltESS, 
TRIVANDRUM, 1959. 



TABLE OF CONTENTS 

Preface 

.d. a-raJ. 
Approach. to State Taxation 

B. Cmlr1-StoU Finan<ial Jl.dstWTU 
· Centre-State Financial Relations 

c. Stat• r.~ ... 
!1. Evolution of the Tax System 

~es on Lands and Buildings 

Agricultural Income Tax 

Sales Tax 

Taxes on Motor Vehicles 

State Excise Duties 

Stamp Duties, Court Fee.~ and Registration Fees 

Miscellaneous Taxes I 
(Wealth Tax, Estate Duty aod Succession Duty) 

D. Non-T fiJI Rewrma 
Kerala State Electricity Board 

Kerala State Road Transpo~t Corporation 

Government Industrial Concerns 

Forest 

Loeal GovmiTIIml Finlm&l. 
Local Government Finance 

Co~lusion 
Additional Resources for the Fourth Plao 

Summary of R ccommendationa 

Appendices 

Statistical Tables 

Pag•No. 

i-vii 

1-13 

17-51 

55-70 
71-!t7 

'· 
98-122 

123-158 
159-174: 

175-181 

182-219 
220-224 

227-267 
268-276 
277-320 
321-331 

335-366 

369-SBO 
381--404 

409-511 

515-565 



PREFkC:m 

•:r,>resenting the final budget for 1967·68 the Minister for Finance 
meed the decision of the Government to constitute a committee 

Char" Wise Government on the ways and means to raise i'esources. 
0. (P) 549j67jFin. dated 19th December ,1967, a Taxation 

ry Committ.ee consisting of the following Members was r.et up 
Chap! ake "a comprehensive study of taxation structure in_ the State 

10 suggest fresh avenues of revenue for raising the additional 
trees requked for the implementation of the Five Year Plan 

Cbap!llles" : 

Cba~ Di'. M. J. K. Thavaraj, Indian 
Cbai Institute of iPublic Administration 

Shri C. Achutha Menon 
Shri ...R. Sankar 
'Shri K. Chandrasekharan, M.P. Cbapl.;;. 
Shri T. Abdulla, Professor of 

Chapt"\ . Commerce, Farook College 
Chapter: Shri N. Chandrabhanu, 

Special Secretary (Finance) 

(Chairman) 
(Member) 
(Member.) 
(Member) 

(Member) 

(Member) 
Dr. ·K. Mathew Kurian, Economic Adviser, 

Cbapt4 • State Planning Boai'd 
Cbaptej Dr: P. K. Gopalakrishnan, Director, 

Bureau of Economics & Statistics 
Cbaptet Shri K .. V. Thomas, Joint Secretary, 
Cbapte Finance Departnrent 

(Member) 

(Member) 

(Member-Secretary) 

of the ocder constituting the Committee is given in Appendix 
Cbapwnis Report. All the. members of the Committee except the 

~r·Secretary were appointed on a part-time basis. 

Chapw>rhe Member-Secretary of the Committee took charge on 1st 
Ch try, 1968 and the office was constituted by 6th January, 1968. 

aptl'!hairnian assumed charge on 12th January 1968. The Com· 
held its first liii8eting on 20th January, 1968. The Committee 

or the· last time on 26th Decel!lber, 1968 to sign the report.
et~n these dates therE;) were 60 meetings. The Finance 
ltary's place in the Committee was successively held by Shri N. 
\lrabhanu (till May 1968), Shri V. Ramachandran (till July 

and Shri P. Velayudha.n Nair (till the end) consequent on 
es in the incumbency of the post. 
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Terms of reference 
3. The terms of reference to the Committee are: · 

(i) to examine the State tax laws with _particular reference 
to the incidence of the levy on the vanous classes _of people 
in the State and the declat<ed objectives of State policy 
and to suggest such modifications as are necessax:y .. by 
way of additional taxation, abolition of any of the exiSt
ing taxes and alterations in the rates thereof, ~tc.; 

(ii) to examine whether the field of State taxation as defined 
and demarcated . in the Constitution ·has been fully ex
ploited and make necessary proposals to raise revenues 
keeping in view the developmental needs of the State; 

(iii) to review the existing machinery fol' the collection of 
State taxes and suggest ways and means fOi' :improving 
its effieient:y, while keeping the collection charges at the 
optimum level; · 

(iv) to examine how far the State Government has been able 
to raise resources from non-tax revenues and to suggest 
new measures that might be introduced in this field; 

(v) to review the existing pattern of distribution of resolli'ces 
between the State Government and the local bodies and 
to re-define their respective • tax-jurisdictions to the 
extent necessary, keeping in view' the requirements of 
the local bodies under the Panchayati Raj; and 

(vi) to review the Constitutional pi'OVisions relating to taxes 
and allocation of resources between the Centre· and the 
States and advise the Govermnent about the lines on which 
the Government of India should be, moved for making 
changes to the existing pattern. 

As can be seen from the above, the terms of reference are quite com· 
prehensive and covei' the entire gamut of tax and non-tax revenues, 
local Govei'mnent finance and Centre-State'·.financial relaj;ions. · 

4. This is the first time that a Taxation Enquiry Committee with 
such wide terms of reference has been appointed by the Kerala 
Government, or the administrations in the constituent units in the 
past. There Wlei'e, however, a few committees set up by the Kerala 
Government and the former Travancore-Cochin Government, to study 
certain aspects of taxation. For example, two Committees had 
made reco=endations on the sales tax system; another Committee 
reported on the system of grants-in-aid to municipalities. Thus the 
studies made pt"eviously in the field of taxation were confined tp 
certain specific areas Q:illy. · · 
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5. The history of taxation reveals· that the growth of the tax 
system has beenhaphazard, erratic and largely conditioned by finan
cial exigencies of the day. In more recent timles changes in tax 
rates anq. tax base have been quite frequent, the main objective 
beingto·raise resources of a given order for financing developmental 
as well as ;~;~on-developmental outlays and in this process due regard 
has not always been paid to the evolution of a rational and progres
sive tax structure. It has therefore becomJe necessary to have a 
new look ·on the structure of the State tax and non-tax revenues 
not only from the point of view of resource potential, but also in thJa 
light of the accepted principles of a progressive tax policy. 

Term of the Committee 
6. The term of the Committee was originally fixed as six months. 

In view of the comprehensive nature of the t~ms of reference and 
the magnitude of work involved, tbJe Committee 'felt that it would 
require more time to formulate recommendations and submit a report. 
Accordingly, on the request of the Committee, the GovernmJent ex
tended its term till the end of December, 1968. 

Method of Work 
7. At the first meeting held on 20th January, 1968, the method 

of work of the Committe!'l was finalised after discussions. In pursu
ance of the decisions talren at this meeting, a general questionnaire 
was issued in order to ascertain the views of the members of the 
public from all walks of life on matters arising from the terms of 
reference. . The questionnaire was issued both in English and in 
Malayalam. Copies of the questionnaire were circulated by the end 
of January 1968 among prominent members of the public, Members 
of Parliament and the State Legislature, leading lawyers and econo
mists, heads of departments and senior Government officers, mayors 
of corporations, chairmen of muniCipalities, presidents of panchayats, 
editors of newspapers, secretaries of political partiles, service associ
ation$,. chambers of commerce, and other associations representing 
trade, industry, commerce, etc. A copy of the questionnaim in 
Englislr is given as Appendix ll. The list 'Df persons who have 
replied to the questionnaire is given as Appendix V. 

8. To get the data reqt.;ired for the examination of the various 
issues, the Committee addressed heads of the departments admini
stering tax and non-tax revenues. The statistical and other details 
furnished by tbJem have been helpful to the Committee to initiate 
studies on the various asp1ects covered by the terms of reference. 
The Committee also felt it necessary . to send supp!1ementary ques
tionnaire not only to heads of tax colleeting' deparllnents but to the 
field officers also in order to find out the problems of the staff at the 



iv 

cuttin edge level. Thus supplementary q~estionnaires we~e issued 
in Ma~ch, 1968 to the officers of the followmg departments_. 

(i) Agricultural Income Tax and Sales Tax, 
(ii) Land Revenue, 
(iii) Excise, 
(iv) Motor Vehicles, 
(v) Registration, 

(vi) Forest. 
The supplementary questionnaires are given in Appendix ill. 

9. As local government finance Is an important subj~ct wh!ch 
has assumed special. si~ificance in t~e context of _the unpendmg 
democratic decentrnhsation, the Commtttee thought 1t Illec~ssary to 
elicit the reactions of as large a section of persons as posstble asso
riated with the functioning of local bodies either -as e~cted . repr~
sentatives or in an administrative capacity. With thts obJect m 
view, a separate questionnaire on t;axation by local bodies . (vide 
Appendix IV) was Issued to the preSidents of panc~yats, c~a1l'ID:en 
of municipalities and mayors of corporations. This questionna1re 
was also sent to the executive heads of the local bodies who were 
requested to furnish, besides their replies, data on the finances of 
the concerned local bodies. 
· 10. The Committee heard several members of the public, repre
sentatives of associations, etc.,-and had very useful discussions with 
them. For this purpose the Committee held 20 sittings at the various 
district headquarters including Trivandrum and also at Kasaragod. 
The programme of evidence-taking commenced on 26th February 
1968 and was completed on 11th May, 1968. Appendix VI contains 
the names of persons and representatives of association who appeared 
before the Committee. At the district headquarters the Committee 
also met a few departmental officers and held discussions with them 
on some points raised by the .members of the public and associations. 

11. Detailed discussions with heads of departments and senior 
officials administering tax laws oc in chargB of non-tax revenues 
followed. A list of the officials with whom the Committee had dis
cussions is also given in Appendix VI. The Committee had the 
ben~fit of discussions with the Members of the Board of Revenue, the 
Chairman, Kerala State Road Transport Corporation the Advocate 
General and the Additional Law Secretary. ' 

12. The preliminl!-i'Y studies made by the Committee had revealed 
that the~ was considerable ~vasion of agricultural income-tax. To 
probe thiS ma.tter further, .1t was decided to undertake a sam le 
sur;rey o~ a~cultu~al P,oldmgs in a few vil!ag~es. Eleven vina&es 
falhng Withm five dtsti'!Cts were selected and surveyed by· the staff 
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of the Committee. A report on the survey is given as Appendix IX. 
The· Committee also visited a few oil mills, plantations and agricul
tural holdings to get an insight into the methods and procedures of 
assessment of sales tax and agricultural income-tax and examined 
a few assessment files. 

13. The Committee felt that the question of revision of electricity 
tariff should be gone into in detail with the help of persons having 
an intimate knowledge of the working of the Electricity- Board. 
Accordingly, the Government was moved to constitute a sub-Com
mittee to study this question and submit a report to the Committee. 
The sub-Committee which was constituted by Government Order 
MS. 478/SS/68/Fin. dated 4th September, 1968 consisted of the 
following persons:-

1. Dr. K. Mathew Kurian, Member 
Taxation Enquiry Committee Chairman 

2. Sh!'i G. Ramachandran, Accounts-Member, 
Kerala State ElectricityBoard Member 

3. Shri K. Madhavankutty Menon, 
Chief Engineer (Elec.) K.erala State 
Electricity Board Member 

4. Shri K. V. Thomas, Member-Secretary, 
Taxation Enqui!'y Committee Convener 

The Committee's recommendations regarding revision of tariff and 
electricity duty are based on the studies made by' this sub-Committee~ 

14. By the middle of November 1968 the studies of the Committee 
had reached the final stage. The drafting of the report was then 
taken up and was completed by the third we1ek of December. 

Interim proposals 
15. In the Government Order constituting the Committee it was 

asked to submit an interim report containing proposals for mobili
sation of additional resources for 1968-69. At the first m1eeting of 
the Committee it was decided that it would not be possible to give a 
worthwhile report within the short period available before the fram
ing of th1e. budget for 1968-69. Accordingly the Committee informed 
the Government its inability to submit an interim report within the 
.time stipulated. 

16. In April 1968 the Sub-Group of the State Planning Board 
which was constituted to estimate the financial resources for the 
Fourth Plan requested the Taxation Enquiry Committee to give an 
indication by July or August 1968 of the various measures which are 
likely to be recommended by the Committee. Pursuant to this, the 
Committee made a preliminary examination of the structure of the 
tax .and non-tax revenues and submitted a note to thle Government 
on 23rd August 1968 indicating in broad dimensions the order of 



additional resources that could be generated during the Fourth Plan 
period on the basis of certain tentatiVJe decisions taken by the Com
mittee. 

Scheme of the report 
17. The report iS divided into six sections· comprising .17 chapters. 

The first section is a discussion on the approach to the problems of 
State taxation and resource mobilisation. · The second section deals 
with Centre-State financial relations. This is followed py the section 
dealing with State taxes. The opening chapta- of this section 
(Chapter 3) gives a brief resume of the evolution of. the tax system 
in Kerala. Chapter 4 deals with taxes on lands and buildings; better
ment levy and irrigation rates are also discussed here. Chapter 5 
deals with agricultural income-tax and Chapta- 6 with sales tax. 
This is followed by Chapters on taxes on motor ·vehicles and state 
excise duties (Chapters 7 and 8). Stamp duties, court fees and 
registration fees are dealt with in Chapter 9. There is a chapter 
on ,Miscellaneous taxes at the end of this section devoted to Capital 
levies-viz., wealth tax on agricultural land, succession duties and 
estate duty. · · 

18. The next section deals with non-tax· revenues and contains 
four chapters. There are separate chapters. dealing with Kerala 
State electricity Board, Kerala State Road Transport Corporation, 
Government Industrial Concerns and Forest. The subsequent sec
tion is devoted to a study of the finances of local bodies. In the 
last section, there are two chapters. The financial effects of the 
Committee's. recommendations are briefly indicated in Chapter 16. 
An attempt has also been made here to estimate the resources that 
could hie raised for the Fourth Plan, from tax and non-tax sources 
of revenue. The last chapter contains a summary of the recommen
dations contained in the earlier chapters. 

19. There are ten Appendices to this Report. Besides the Govei'll
ment Orders constituting the Committee and its sub-Committee, the 
questionnaires, and the names of respondents and witnesses the 
Appendices contain a statement showing the distribution of fiscal 
powers between the ·union and the State, a note on the evolution of 
the tax system, a report on the survey of agricultural holdings in 
selected villages and a note on the evasion of sales tax on 
sele('ted commodities. Statistical tables follow thJe appendices. These 
tables illust.i'ate the growth patterns of various taxes, tax-incidence 
inter-State comparisons of taxes, !ltc. ' 
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CHAPTE~ l .. 

APPROACH TO S'FATE TAXATION 

1.1 INDIAN UNION COMPRISES STATES AND REGIONS OF 
extreme diversities .in size, density of populatio!l, historical and 
cultural heritage, natural endowments. as well as social and eco
nomic . development. Regional disparities in th(\ pre-British period 
were mainly attributable to 'hj~torical . and natural factors. But 
the . commercial and . industri11l. deve.lopment, that characterised the 
Brihsh perioc;l (especially during the last hun<h'ed years) aggravated 
the .lopsided development of the 1different regions. The layout of the 
railways limited the. process of modernisation to the ,leading ports 
and other transport breaking points. The locational advantages indi
cated by the framework of :transport ·and. communication snow
balled the process of development in a few urban areas which 
attracted capital, raw materials and, .labour from elsew,here. Th!l 
.network of .financial institutions helped forward the mobili&ution 
of surplus resources from all over the country and channelled them 
.into areas of intense .economic .activity. 

l.2 Some of the regions possessing ·immense natural ·advantages 
had to remain backward in the face of strong locational pulls 
exerted by these man-made factors. Even a· fair degree of activity 
in mining, 'plantations and processing "r.ould not elevate many of 
them to be ranked ·as developed regions. The existence of princely 
States with ·their'· pre-'dominantly ··feudal socio-economic fabric and 
in · most cases with backward standards of administration added 
another- dimension to the problems . of regional disP'arities. Barring 
a few, most of these princely States constituted some of the most 
backward regions of the Indian Union. A · measure of such dis
parity is the wide difference in -the per capita income of the 
different States'. The anxiety of the poorer States to overcome 
their backwardness 'in development· can· easily be understood. But 
.th.e mechanism for mobilisation, allocation and transfer· of resources 
has not been quite conducive' to ··a ·progressive reduction .of regional 
disparities. 

1.3 As in most other federations there is a growing divergence 
between the responsibilities arising from the original distribution 
of powers and fiscal capacity between the Union and. State -Govern
ments i.n . Indi·a especially under the weight of successive Plans for 
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economic and social development. As it has come to be, the 
~entre lil concerned with the most generalised features of lhe 
national frame (such as the creation and maintenance of the credit 
and monetary system, railways and ports, ·as well as the facilities 
for national economic planning) and with highly concentrated 
action at a few strategic points (such as the regulation and deve
lopment of large-scale industries exploitation of mineral resources, 
stute trading, regulation of foreign trade etc.). On the other hand, 
the States ·~e concerned whicl;l. acting on the . total . life of the 
people transmitting t.Pe forces impelling economic development to 
sill areas and units as ·well aS' with concretising the fruits of deve
lopment to all the individuals within their territories. Infra-struc
ture · investment such ·as irrigation, power and regional and local 
roads as well as the outlays on human resources· through the 
development of educational and health facilities are the responsi
bilities of the States. The generation of income· and employment 
largely depends on - the extent to which the State Governments 
could promote the ·primary industries such as agriculture, forests, 
fisheries, mining and the secondary activities in the, small <md 
medium· industries ·apart from conserving ··traditional · handicrafts. 

' . . :- . ~ . . . - . 

1 .4 In fulfilling these devolved responsibilities the States have 
become incre-asingly dependent on' the Centre for their current as 
well as capital- resources: Of' the total expenditure of States (Plan 
_and non-Plan) excluding the discharge of repayment of debt, the 
reso~ces from the Centre have ·increased from 42 per cenl ·in the 
First Plan to 49 per, c~nt- and. 52 per cent respectively in the Second 
bnd Third .Plans, More, than 53 per cent .of the total resources so 
·transferred consist of · loans., Of the balance more than half is 
attributable . to grants~ in-aid .. (revenue and capital) the remaining 
being States~ - share of divisible ·taxes. · The relative share of /.statu-

. tory grants has suffered a striking decline over the Plans aT(U dur
ing the first fifteen· years of planning discretionary grants ' 'Tere 
more :thap twice as. large 'aS sta.~utory grants. The same trend has 
continued since . then. Such a dependence is the natural consequence 
of the enormous command .enjoyed by the .. Centre· over relatively 
larger and larger revenue resources . mobilized through the fiscal 
system besides those ._·available from banks, insurance, foreign trade 

, and assistance, postal deposits ·and other sources of non-tax revenue. 
On the capital side, the massive ,indebtedness of the States has . led 
to a kind of creditor-debtor relations between P'artners breeding 

' a sense of irresponsibility amongst the borrowing· States. · 

1.5 . The Centre .bas not used its : ft~~l . do~i.D.ance over the States 
1 to correct :regional imbalances. Nor has ·the Centre used other 

instrumentalities at its disposal ·to narrow down the unevenness in 
regional development. In the absence of an integrated approach 
~o the develollment of th~ backward regions the location of · the 



Central sector projects and the' inducing of ·private , industry 
through the licensing policy developmental rebates have not ereatod 
much of ,an impression on the problem of regional imbalances. 
The indications are that regional disparities have grown under the, 
plans., Even the network of banking and other ·fin:ancial institu· 
tions has · only helped to transfer resources from the relatively 
poorer to , the richer areas. It would thus appear that the exist; 
ing fiscal arrangements may have to be basically altered with a 
view to bring about a substantial increase in the free resources 
of the States, to scale down the indebtedness , to manageab!t•, 
proportions and to transfer adequate , resources to the poorer 
States so that they may have enough elbow room to adjust their 
plans to suit their own peculiar circumstances and fill in the gaps 
in their development and to catch np with the more advanced 
States in the Union. , ' 

1.6. Such a'' drastic readjustment iri · the- fiscal frame-work Ulay 
not have been necessary if the buoyancy of State revenues :.ris
ing from the tempo of development was sufficient to take care of 
the expanding commitments for infra-structure activities and social 
services. , The existing arrangements seem to. have assigned a more 
favourable tax base to the Centre. Under the existing scheme of 
distribution of tax powers relating· to property, land constitutes the 
main base for State taxation, whereas taxation of industrial and 
commercial property is the preserve of the Centre. In a densely 
populated country the . volume of land assessable to tax remains 
almost static. Therefore land as a source .of revenue would largely 
d<opend on enhanced rates on the .one hand and, enlarged agricul· 
tural incomes on · the other .. In contrast, the step . up in the pace 
of industrial development Under the Plans b:as meant a .tremendous 
expansion in the base of industrial and commercial prop'erty and 
the income and wealth arising 'therefrom. This seems · to have 
given a buoyancy to the Central: revenues which ill not available 
to any tax . head assigned. to the States. Besides, ·'the · dominant 
resource position .has enabled the: Centre to make massive invest· 
ments in large-scale industrial, and 'commercial, undertakings which 
have enormous revenue ·potential. In this ·respect the domain of 
the States could not extend far beyond the· generation and sUJJply 
of electricity, operation of road tran~ort and so on. 

'' ; :· .. ,-, . 
1.7. No doubt, States, where industrial· and commercial· activities 
are concentrated do enjoy a differential advantage over the others 
in respect of ·elasticity. and buoyancy of., their. taxes especiully in 
the case of commodity taxes. But commodity taxation is a field 
which is .faintly · being · exploited by the Centre and the States. 
In this customs- duties are a Central prerogative.' 'So ·are the excis.e 
duties except those levied on alcoholic liquor and narcotics. There 
is already ·a ceiling placed on the rates on inter-State sales; Some 



commodities. subjected to · additional excise ·duties :in :lieu .. of sales. 
tax seem to be suffering from- neglect.· These: restraints along v.;th• 
the· need to move in harmony with the: neighbouring States seem1 
to give the Centre an. ,edge over the States. in commodity taxation.· 
The scope for raising· sizeable revenue through registration, motor 
vehicles and· other · taxes . is clearly limited; When· viewed· within: 
these overall--limits set .by the· fiscal frame-work, obtaining ·Lod,ty 
the performance of.·the State Governments, in tax effort can by no' 
means .be regarded as small. In .fact many more constraints woul<L 
become evident when we' look at State. taxation , in the· .. light of 
the Directive Principles of State Policy and the stated objectives of 
planned development in lndi:a, 

1.8 Apart' from certain. generalised objectives. such as the .Promo
tion of the welfare of the people and ensuring_social ·and economic 
justice, the Directive Principles of State Policy have laid special' 
emphasis on the· need to secure the. distrib,ution of ownership and 
control of the material resources of the coilliiJ.l!llity to subseJ:ve 
the common ·good and to ensure that the operation of thE\ economic 
system does not result in the concentration·. of wealth and means, 
of production to the common .detriment. . Des,pite the . ambiguities 
associated with the interpretations of the terms., :welfare', 'social 
end economic justice' and 'common goqd' and .. so ,on,. the twin 
objectives of economic policy enshrined in. the Dir.ective Principles 
of State Policy may. be said to be: · · 

(i) an equitable distribution of ownership ·and control of·· !he 
·material resources of the . community; and 

(ii) .the . prevention of concentration of wealth and means of 
. production resulting .from the operation of the economic 
system. 

These objectives are _loudly echoed in the Plan d~cuments. Though 
the accent of the Five Year Pl'ans has been on mcreased produc
tion, rapid industrialisation with· particular emphasis ·on the deve
lopment .o! basic and heavy industries, expans~i>n· of;·employmmt 
opporturuties a~d so o!l, . the planners h:a~e ass1~ed an important 
place to red~ction of !!I-ter-personal and :mter-regJ.Onal inequalities. 
As partners m the national effort ·towards planned economiC and 
so~i:al development the. St~te l ~overrurients· mar be 'said "tO be 
g?~d.ed by the s~me obJec~~ve~ m the fulfilment ?f their responsi
bilities. In fact, these objectives are adequately reflected in our 
terms of reference.· 'The tax policy of· the Government of Ker·\la 
underlying the terms of reference may be briefly spelt out as: · 

('a) mobilisation. of additional resources to meet the requir . 
·ments. · of planned development;, e 

(b) modification· of the tax·: rates to ensure ·greater. progressi• 
vity and equity; 
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(c) simplification and· r~tionalisation of tax laws and· tax 
structure; 

(d) improvement of tax administration; and 

(e) infusion of gre·ater financial strength in local· Government. 

1.9. It ought to be emphasised tliat the. realisation of the broad 
social objectives outlined in the Constitution as well ·as in the 
Plan documents calls for a whole spectrum of policies designed to 
change• the. structure of production, property relations and contrac
tual payments as well as fiscal me·asures interfering ·with the pro
cess· of income generation, the accrual of private and pers"nal· 
incomes· and factors giving rise to disparities in standar:is of 
consumption. Only a .simultaneous movement in all these direc
tions would, h!U"e facilitated the realisation of the stated goals ~>.nd 
objectives. In ·other ·words, unless accompanied by some basic 
changes in tht- social and ecoriomic frame-work, fiscal measures 
will: not be so· .effective in the realisation of our broad social goals 
:md objectives .. 

1.10 Pri'l)ate property rights conferred· by the Constitution consti
tute the major barrier. to structural ·reforms. · Powerful economic 
inter.ests have been exerting pressures in favour of the status quo. 
But. as mentioned earlier our heritage has . been one of structural 
Imbalances and .gross· social and economic inequities. Our socio
economic . frame-work .was such ·that agriculture and trade are 
almost entirely private. On the eve of planning, public ownership 
was restricted to a few economic and social infra-structures; the 
:'est of industry . was. private; A few business houses dominated 
the corporate sector in industry, banking and wholesale busin..,ss. 
Apart from feudal relations ownership of land was concentrated in 
a· few hands· and the problem of· tenancy and landless -labour was 
acute. . So far the pressures exerted by the propertied interests in 
favour of the status quo and the protection enjoyed by them under 
the Constitution seems to have succeeded in preventing · basic 
changes in the property relations in .land, industry and trade; In 
fact, the ·institutional and regulatory measures initiated under the 
Plans have. hardly touched the fringe of the problems of inequality 
in · income and wealth. There is reason to believe that the · pro
blems • have been aggravated. Progressively inclined State. Govern
ments can do very little in ·dealing with these problems so long as 
the. initiative for· removal of the Constitutional. barriers rests wjtb 
the Central Legislature. 

1.11. In an. important sense taxation is·· a political process. As 
such, a tax system reflects the · underlying economic and political 
interests. Tax legislation commonly derives from private pressures. 
exerted for selfish ends. In a. class ridden community tho&e who 



feel the burden of taxation ·are naturally prone to .relieve them
selves from their fiscal discomfort. One class struggles to !hrow 
the burden off its shoulders. If it succeeds, the burden must, of 
course, fall upon others. They also, in their turn, lab~ur to get 
rid of it and finally the load falls upon those who will not or 
cannot make a successful effort for relief. Often, in this struggle,, 
the rich only engage and the poor go to the wall! Thus ,class 
politics is the essence of taxation 

1.12 In the Indian situation the politi~al pressures exerted by the• 
already entrenched economic interests have put a powerful dumper 
on the progressivity of the Indian tax structure. This is equil.lly true• 
of State taxation. The progressivity of ·a tax system is deter
mined by the extent to which it conforms to ability to 'pay. Andc 
ability to pay is properly measured by income and .wealth. Highly 
graduated income tax and death duties are regarded as ideal levies 
based on ability to pay. But these measures are repugnant to· 
those who advocate the ideology of 'barriers and deterrents', Their 
basic assumption is that Government is inherently wasteful. There
fore, they argue that income and death duties foolishly shift our 
economic resources from the thrifty ants to the . irresponsibhi 
grasshopper! According to them; progressive · taxes danger,>usly 
diminish. the desire to work, fatally discourage the incenti'l:•e to 
invest and irreparably impair the sources of new capital. It is alsr) 
implicit in this argument that the greater the tax burden on the 
poor the harder they would work! A more sophisticated version of 
this lin\' of thinking maintains that raising the savings ratio is 
the very essence of economic development and that a' high rate of 
capital formation would depend on the extent to which consump
tion could be curbed and investment stimulated. 

1.13. Since our planners are, by and large, persuaded by this 
outlook to economic development they have emphasised "the need 
for balancing the advantage of greater equality of incomes aaainst 
the disadvantages of a possible fall in private savings and c:pital 
formation ·and general discouragement of production activities". In 
the absence of private property and striking income differential an 
overil.ll curb on ·consumption to enlarge savings will not have seri
ous social consequences. But in the context of wide economic dis; 
parities ·any such attempt to curb consumption and subsidise invest~ 
ment would ~mly tend .to aggra:vate the problem of inequalities E·ven 
when there 1s a growmg pubhc sector. The enormous increase ·in 
commodity taxation. (both ~xcises and sale~ taxes) coupled with 
heavy doses of deficit financmg has had precisely this effect on the 
Indian economy. It follows that so long as the basic' econo'n\ic 
power structure inte~ests re~ain undisturbed the ideology of harri
ers and deterrents w1ll .contmue to plague State taxation. A simul~ 
taneous search for more resources and greater progressivity withirt 



the existiqg frame-work is beset .with a lot of difficulties. The 
search for one is likely to endanger. the .pursuit of the other. For 
instance,. any shift from the consumption-oriented to property,
instance, any shift · from the consumption-orinted to property. 
or income-oriented tax structure may be conducive to greater .pro
gressivity in the system. But unless land-based taxes are made 
·steeply progressive it is not· likely to bring in a substantial 
increase in revenue. 

1.14 The dilemma between increased production and equitable dis
tribution. of the burdens of resource mobilisation becomes more 
real when the State Governments assume .the role of an underwriter 
of developmental efforts in their respective territorial jurisdictions. 
This has become all the more important in the hitherto industrhlly 
backward States where the local entrepreneurship has not been 
particularly aggressive. In their natural enthusiasm to get an edge 
over others in the race for development they are anxious to attract 
·industries through tax inducements and stimulate production 
through subsidized inputs ·apart from providing the requisite 
infra-structure facilities. This 1s ·also true of subsidised social 
services which are sometimes rendered to the public irrespective of 
the differing abilities to pay of the beneficiaries.. But once people 
are' used to a free or subsidised service it ·is only at grave politic~l 
risk that the subsidy element could be withdrawn. In fat-t, 1he 
more widespread such services are the greater is the politie~>l ;·;sk 
'involved in the· discontinuance of subsidies. By and large the 
e:s.tra burden arising from these measures fall on the cons;uring 
masses of the population. As such the underwriter's or welfare 
approach to the development of the State economy or to · public 
services tends to introduce an element of regressivity into the 
tax system. 

1.15 As mentioned earlier, land is the main property base of the 
States. In most cases it is the major contributor• to State (national) 
income. But its contribution to the State exchequer is relatively 
small. In an economic sense, mobilization from agriculture (espe
cially in the form of marketed surplus) depends on the productivity, 

·crop pattern, relative prices, marketing facilities, procurement 
machinery and so on which are outside the scope of enquiry of this 
Committee. 

1.16 Landed property confers several advantages on the owner. 
,Apart from psychic income arising from power, prestige, security and 
so on, land confers real economic advantages through income, rent, 
capital gains etc. Part of this is unearned. Consequently the land 
owners stand on a privileged position vis-a-vis the large number of 
landless peasants, urban workers and even a large section of the 
salaried groups. In recent years non-agricultural lands in the urban 
areas, more than agricultural lands have registered an· unprecedented 
appreciation in value on account of the rapid pace of urbanisation. 



Specuiation in land has given a tremendous boost to land vaiues. 
Considerable resources have flown into the urban sector by way of 
investment in land and other assets. On the other hand, land-use has 
become the crucial factor in town-planning. · Mere taxation of land 
will, therefore, be far too inadequate in dealing with the complex 
problems of planned urban development. Only a carefully worked 
out programme of land nationalisation coupled with suitable measures 
of land taxation would provide the real answer to the problems created 
by speculative dealings and unplanned use of urban land. 

1.17 As for land taxation the search is for a new basis which would 
combine the characteristics of productivity, equity, · flexibility, pro
grtssivity and simplicity, and make land contribute its due to the State 
exchequer. Though simple, the basic tax of Kerala does not satisfy 
the· other requirements. Land revenue based on cadastral surveys 
and settlement has proved to be regressive and static• But in so far 
us the results of capital improvements, infra-structure facilities and 
the pressure of population on land would be adequately reflected in 
the capital value of land, only this would .offer a flexible basis for a 
progressive tax on land provided a machinery could be created for 
periodic revision of the capital value of. land. 

1.18 If suitably designed, wealth tax, estate duty and succession duty 
on agricultural land may constitute a powerful instrument for raising 
revenues while reducing inequalities in agricultural property and 
wealth. But, so far, this group of taxes is hardly exploited. Though 
wealth tax was levied by the Centre on the assets of individuab and 
companies excludes agricultural land, the competence of the State 
Government to levy an analogous wealth tax on agricultural land is 
yet to be established. Succession duty, if levied, will arise only. once 
evecy generation. But, so far, the State Governments have not paid 
enough attention to overcome the difficulties presented by Hindu 
undivided property. Estate duty on agricultural land also lacks pro
minence. Under the existing arrangements the Centre .collects this 
duty and distributes the proceeds to the States after deducting collec
tion charges. But the resources so raised are negligible in relation 
to the enormous stock of agricultural property. A determined effort 
in this direction would certainly bring in considerable revenue while 
at the same time narrow down the existing inequalities in the 
agricultural sector. 

1.19 Agricultural income provides a facile base for progression in 
the rates of taxation, though most of the States have taken to it 
somewhat grudgingly. With appropriate. differentiation in the rates 
~etween pe~sonal and <:ompany mcomes on. the one hand and domes
tic and foreign compames on the other, agncultural income tax could 
serve as one of the most progressive taxes in the fiscal kit of the State 
Governments. 
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1.20 Even in agricultural income the scope for substantial mobili
sation is limited. Planning has been accompanied by several half
hearted attempts at changing land relations and ownership pattern. 
Abolition of intermediaries on land and imposing ceilings on land 
holdings have been the most significant of these reforms. Zamindari 
abolition resulted in a once-for-all increase in land revenue in the 
States affected by such reforms. On the other hand, ceiling legis
lation is an attempt to reduce the concentration of ownership jn land 
and its redistribution amongst the landless poor. If successful it 
would have been one of the most progressive pieces of legislation 
introducing structural reforms in land ownership. Unfortunately, in 
most cases, it has not produced surplus land on any significant scale 

·for redistribution. On the other hand, large scale evasions (legal or 
otherwise) by way of distribution of holdings amongst members of 
the family have drastically reduced the scope for sizeable increases 
in revenue through agricultural income tax except in the case of 
plantations and orchards where large sized holdings have definite 
commercial advantages. In so far as such ceilings on size do not 
obtain in the industrial and commercial sectors, ceilings legislation 
on land may be said to have placed a serious constraint on resource 
mobilisation while at the same time it has not been so successful in 
redistributing land in favour of the poor. 

1.21 Commodity taxation has become the predominant source of 
revenue in most of the States. In recent years it has also been enjoy
ing an unusual buoyancy on account of the sharp increase in the 
general price level. It must be borne in mind that the net increase 
in revenue from such buoyancy related to price rise is hardly signifi
cant. A good part, if not the whole of the revenue effects of rising 
prices is neutralised by escalations in the cost of public services 
(Dearness Allowance increase is just one of them). In a sense, both 
these trends, higher prices and increased commodity taxation are 
indicative of the enormous burden of taxation shouldered by the less 
affluent sections of the population, for the bulk of the revenue from 
sales tax is from commodities of mass consumption. It is true that 
with the combination of single point with multipoint levies it has been 
possible to isolate articles of comforts and luxuries which are sub
.iected to higher rates of duties. But since the volume of transactions 
in such commodities is small, the proceeds from these sources do not 
carry sufficient weight to make the system progressive. Theoretically 
there is no limit to the rate of tax on articles of conspicuous consump
tion. In fact, sales ta~ on liquors other than toddy is as high as 50 
per cent in Kerala. But in this case temperance more than equity 
or yield is the dominant consideration. . In other cases there are real 
constraints to imposing higher .rates on luxury consumption. Some 
would argue that comforts and luxuries are in fact incentive goods 
and prohibitively high levies on them act as a deterrent on invest
ment activities. For, according to them enterpreneurs save and invest 
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so as to carry spendable profit which would give them. an aavantagc 
over others in · conspicuous consumption. In. many cases thl> real 
barrier in the way of higher taxes on luxuries is the fear bf diversion 
of trade,smuggling and black marketing unless the concerned' Sta,te.~ 
move in step with their neighbours. Difficulties would arise .When 
there is a substantial difference in the ideological quotient of . the 
neighbouring Governme.nts. In the absence of uniformity'. ill the 
ideological outlook regional councils 1n sales tax would' oJ1I:V act as 
a curb on the progressive proclivities of the forward looking·· States: 

1.22 Under these circumstances Governments 'inclined ·towards ··the 
strengthening of the progressive features· of· state. taxation will have 
to. resist the temptation for excessive tapping. of commodities -of mass 
consumption. , Instead they may. have to enlarge the list exempting 
basic consumer goods and moderate the levies on others, while. at the 
same time enhance .the rates on luxuries and comforts. . As indicated 
earlier, under the existing fiscal system, there are serious limitations 
in ,pursuing this without damaging revenue consideration. · Thel'e 
may, however, be considerable room for improving the yield through 
simplification, rational,isation as. well as by plugging the loopholes of 
evasion and avoidance.. Recent ·years have also witnessedr a·'consider" 
able spurt in activities relating to the .construction· i of 'residential 
buildings catering to the affiuent sections of the population both in 
the rural and urban areas. . Suitable fisca1 contraptions may have' to 
be devised to discourage such conspicuous consumption. 

1.23 The scope for further increases in registration fees, stamp 
duties and taxes on motor Yehicles appears ~orne what limited. Logi· 
cally, as part of the shift towards property-oriented taxes; there may 
be a case for enhancing the stamp duties arising from transactions in 
land and · other immovable property. But the effect of any such 
enhancement may be lost unless effective measures are generated .to 
counter attempts towards undervaluation of property. The proposed 
land tax on the basis of its capital value revised periodically. would 
provide a firmer basis for checking such evasion. Much depends' on 
how soon such an effective evaluation machinery could be br'oueht 
into existence. 

1.24 In recent years road transport has grown into ·a fairly big 
industry. It has become a necessary complement of industrial 'and 
agricultural development. As such the promotional element in the 
development of road transport is still kept alive. · Though hardly aliy 
comprehensive data on the economics of road transport are available 
the general impression created by organised interests is . that the 
burden of motor vehicles taxation and sales tax on motor spirits 
weights too heavily on the industry. The proprietors of motor' trans
port companies have been clamouring for improved roads on the one 
hand and reduced tax burden and enhanced fare structure on' the 
other. It would, therefore, appear that apart from rationalisation imd 
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si)np,ification t~!l ~cop!l for !lnhanC!li!lll~t, o~. rates ID!l,Y, he, limite~! for 
,some · tiin!l ,to come. It.. may, howev:er, be necessary .to, reviElw, the 
'fees"c:tlarged foX' the variOUS services rendered '.by the Motor Vehicles 
Department by way of enforcements of the various regulations govern
ing ;the, .. ~pera,tion,of;,-,motor yehicles .. However, !)ne, has to guard 
against possible attacks on the tax element in fees.; :Jn recent years, 
,\h,el'e' .has .)l.een, a. i>l:ogressive: adyanc~ .towards, nationalisation of bus 
~ran,s'!Jo!t· :,;pver time, nationalisation .may be .\lxpected: to ,embrace 
the entire pa~senger. traffic. on roads and even extend ,to _the .bl!lk of 
g!)ods ,traffic. , In ,that event,, State Gov,ernments would be mor11 con· 
,cer~'e!f, with the ',effij!ien(,imd:.e~onomic: operation o( tbe network of 
}J.atiO).J.i,llis.e.d,. road tpu;i~PQ!'t JhaJJ, abou~, e]J.hancement.! of the rates .of 
taxes' on motor vehicles. 

1.25, 'I:b.e role of ,the ~tll:tes ,!1~ \l.n, unperwriter ap.d promoter seems 
to have c,onstrained .the t~J.r'iff policy of, the Electricizy Boards in re<;ent 
years,;· · Sta.te qbvElrhril.Eln,~s · .~sPe,cially ·,:~~ose ·,with pqtential. stV-plus of 
p?wer, seel;n ,ti>. yie with, one' aJilother, ui selling :power b~low cost so 
as ,toJttra~t some of 'the.p~avily pow~r l!sing industJ;ies. In fact sol;'Ile 
qf, t~em, (like .Kerala) ·have entered mto long . term agreements. \Vlth 
sdip.e l;l1.1U{. buyers. · It is, not .so easy. for the .Electri<;i.ty Boards to give 
l.il>' theij; 'promotiohal''coni.mitmen,ts in the ,near future., In anY case, 
'VerY, 'little can be done by any particular . Board ,so long as . their 
counterp~rts ,iri th~· neighboin:ing States persist with"' their .Policy of 
'¢-·'avitating industries' thr01.jgh' attractive._ terms for the use of ppwer. 
It is true that some differentiation in tariff is possible between essen
tial and non-essential 1.1ses, of ,power:. But if the Boards were to make 
p~o~t i~, be,c0mes n,eqessar:v,, th,at. t]f~ '10ss incurred on account, ,of the 
~il,bsidy element involve<;l,·.in.Jhe case. ;of contractual• ,bl.)yers (large 
pow.e,~ usihg''industries,) can 'only )le mad,e good by .throwing a rela· 
'tixely heavier bu:rden. on the II)ass of the consm;ners the bulk of whom 
belong to the, middle Classes. This is also. true of the. rapidly expand
ing i:tiral 'eleCtrification ·'programme. 

L26 The problem of impi:ovtng the yield from el~ctl'icity has_ :to .be 
approached from several ahgles .. -u careful.attentj.ori. ·ts, paid to. plan
ning, feasibility' study, detailed cost estimates, 'phasin~t an!). sch~duling 
as.'well as ,the .controlling of the progress Qf cqnstruction.in terms of 
·~hese' ~o~t' estimate~ .lind. work schedule <;,o~siderable s~vinl(s '\"()uld 
occur ·In the 'construction cost of power pro.1ects. Effecbye cq()rdina
tion between generation, transmission and sales promotion would 
als? he'p to. poost! .the oper~tin~. receip,ts. through .JJ,ear ,capaqity utili
satiOn .. Stage; by stage 1costmg. m terms, ,of ,load factors may ,also be 
helpful ill rest'ructui:in~ t4e tariffs OX/- jin10re ration;J.l; basis;,; Use; of 
modern. teehniqu,es ··of. management,· such as, materials, JP.;J.nagement, 
managemeJJ.t accounting and so ,on w:ould help focussing attention ·on 
'the most·cdtical problems all'eftipg· costs. As for.,tariffs:and ,duties 
most of'the"Boards .seemto be co~mitted to raising. the. return from 
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electricity undertakings to 11 per cent of the capital base within lin 
accepted time schedule. Yet it seems_difficult for the Board to get 
away from the underwriter's approach 

Despite their promotional efforts most State Governments are 
unable to exploit the industrial potential unless private investors are 
aggressive enough or the Centre is impressed with the need for 
developing the potential. Consequently, the public sector undertak
ings are very few and relatively smaller in the scale of operatio.n. Yet 
as in the case of electricity, if enough attention could be given to the 
problems of planning, programming construction and management of 
public undertakings they would add considerable resources by way 
of profits from public undertakings. 

1.27 Kerala is one of the greatest foreign exchange earners in the 
country.· Her products seem to enjoy an expanding world demand. 
In most cases the export sector is not properly organised. Nor is it 
equipped to deal adequately with the whims of the world market. 
Under these circumstances organisation of marketing-boards or state 
trading in agricultural commodities may be expected to stimulate 
exports, while being highly profitable. Similarly the prospect of 
planned development and use of the forest wealth as well as the 
development of forest based industries seem to be opening up attrac
tive possibilities. The Plantation Corporation of Kerala only marks 
the beginning of progress in this direction. 

1.28 As in Union-State financial relations the central problem in 
local finance is to ensure the purposeful matching of the need arising 
from the discharge of mandatory, discretionary and entrusted func
tions with resources providing at the same time for the fulfilment of 
national and regional priorities on the one hand and for a measure 
of local initiative on the other. Tile two-tier system of Panchayati 
Raj emerging in Kerala envisages further decentralisation of deve
lopmental lind administrative functions and powers and the resources 
to discharge them. Strengthening the resource base of the local 
governments does not require Constitutional changes except when the 
limit on profession tax is sought to be enhanced. It would however 
be necessary to take a fresh look at the taxes assigned to l~cal bodie~ 
and review the basis of the tax sharing, grants-in-aid and loans avail
able to them. 

1.29 Though taxes are paid for the development of a civilized society 
the tax-payer always feels deeply stung by the loss of money Th~ 
prevailing business ethics does not seem to jeer at tax aw.>idan~e and 
evasion. In fact some of the notorious tax delinquents occupy posi 
tions of power and respectability in society. One of the biggest pro
blems in tax administration is to develop an efficient machiner
and procedures to deal with tax delinquents with a heavy hand whl 
minimising the inconveniences to the honest tax payers. 1 e 
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1.30 To sum up, the tax potential in the States is not as great as is 
sometimes imagined. The Constitution seems to have constrained 
State finances by placing certain expanding sources of revenue with 
the Centre and by extending undue protection to private property 
rights. But the Centre has not used its command over the direction of 
the overall resources at its disposal towards balanced regional deve
lopment. The existing fiscal arrangement may, therefore, have to 
be basically altered to leave enough initiative and resources with the 
weaker States to clear their backlog in development. Similarly 
drastic changes in the property relations or income distribution would 
largely depend on the extent to which private property rights 
guaranteed under the Constitution could be curbed. The pressures 
exerted by the existing power structure account for the excessive 
reliance on commodity taxation and inflationery financing the point 
of the burden of which has been on the poorer sections of the popula
tion. The basic approach of a progressive tax policy should, there
fore, be to shift the emphasis from a commodity based to a progressive 
and flexible group of taxes designed to tap more intensively land and 
the income and wealth arising therefrom. Secondly, to the extent 
that the role of the State as a promoter and an underwriter has tended 
to shift resources from the relatively poorer tax-payers to the affiuent 
investors and producers, the policy of tax inducements and subsidies 
(hidden or open) may have to be carefully reviewed. But, both these 
approaches have severe limitations. The revenue potential of a 
really progressive structure of commodity taxation may be disappoint
ing. On the other hand, where the pressure of population on land is 
great the scope for mobilization through graduated levies on land and 
agricultural incomes may not be impressive. At the ssme time, it 
would be difficult to ignore the role of the State as a promoter and 
underwriter of development so long as inter-State rivalries and the 
bargaining power of the investors remain as they are. It would, 
therefore, be wise to be selective and direct in dealing with subsidies. 
Thus, under the existing framework of economic and social relations 
even the most progressively inclined State Governments would be 
under severe strain if it were to ignore revenue and developmental 
considerations for the sake of progressivity. 
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CHAPTER 2 

C~'E-STA'Jm FINANCIAL R!ELATIONS 

2.1 The .financial relations between the Centre and .units are one 
(){,the vital and at the same time difficult problems in a federation. 
In a _way, it is inevitable because the political mood of ,the· "founding 
fathers" influences the shaping of the financial provisions of a federal 
constitution .. Yet, it is,.these provisions which allocate the fiscal 
powers and provide for inter-governmental grants .and ,g()Yel'mnent 
borrowing which. broadly determine the means ,by which the rates 
at :_which public . services are developed in the various regions ,of 
the ,country and the extent to which the rates of economic growth 
will :vary between· regions. An .amount of imbalan~ between 
resources and~responsibilities is inevitable in any federation. Such 
prqblems. were hardly serious in the early federal formations where 
the ,revenue requirements were moderate. But in .the !Context :of 
dynamic developmental programmes suclJ. imbalances tend to assume 
serious proportion which might endanger the very basic .of th~ 
federal structure. 

2.2 There are two basic principles of fiscal management in: any 
federal system. One is that the maxhnuro possible share qf. public 
affairs should be.shouldered by the States and local bodies, so that 
the Central ·Government can concentrate on matters of. broader 
concern which require unified action and cannot .be. a;ttended ,to 
effectively locally. The second is that the Government which does 
.the speng.ing should as nearly as possible raise its required funds. 
It also implies that revenues should keep pace with the ,needs of 
expenditure. . These principles are important enough to be streng
thened and affiimed, rather than allowed to be whittled away. by 
any undue centralization of governmental functions or by. any overus_e 
of grants-in-aid. Adhsrence to these principles is in no way inconsm: 
tent with a determination to maintain the strength and fitness of a 
Central Goverment for the discharge of its grave national responsi:. 
'bilities; nor is it inconsistent with a continued readiness to employ 
both federal and State grants-incaid where they can be of ·un~ 
questioned usefulness. ' 

2. 3 · The. majority of. ::>tate and local functions do not require the 
application of either national or State uniformity in their adminis" 
tration. or the equaJ.ization of tax burdens in their financing which 
are among the grand objectives of grants-in-aid. Close adjustment 
to peculiar needs and fiscal capacities ~ a more desirable condition 
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in most cases. This being so, then one of the primary objectives 
of federal fiscal management should be to strengthen the ability 
of the States and local bodies to finance themselves. 
2. 4 The question of grants-in-aid and loans apart, there are 
three main ways in which the tax structures of the States. can be 
made to produce more revenue. One way is for each State to act 
independently making such changes in its tax- structure as it deems 
best in the light of its particular fiscal requirements and peculiar 
economic and political conditions taking into account the consti
tutional provisions. The second way is for the States to act collec
tively negotiating with the Central Government for its withdrawal 
from certain fields of taxation so that they could raise more revenue 
from these sources. The third way is for the States similarly to 
act collectively and negotiate with the Central Government for the 
sake of seeking further separation of tax sources as also a closer 
co-ordination of their and of the federal Government's uses of the 
same sources so that they may be able to raise more revenue from 
one and the same source. The exact method or methods that may 
be adopted would, however, depend on the gravity of the fiscal 
imbalances and the degree of consensus amongst the Governments 
of the units and their capacity to generate the requisite politioa.l 
strength to initiate suitable changes in the constitutional and other 
arrangements in their favour. 

2.5 The actual practice in the emerging federations is that there 
are flexible arrangements for sizeable federal grants, loans and other 
kinds of financial transfers. Inter-governmental financial transfers 
should be based on the need of the units for public services and 
their fiscal capacity. Both these criteria are difficult to measure. 
The need of the units may be measured in terms of their population 
age distribution, density of population, distribution of income, locai 
costs, degree of industrialisation and monetisation, variations in 
agricultural productivity, etc. Fiscal capacity may be measured 
in terms of population, per capita income, tax effort, per capita tax 
revenue, value of taxable property and sales, etc. 

2.6 One single formula that reflects all these criteria would be 
difficult to construct and if done would be highly complex. Popll,
lation is probably the simplest and most appropriate measure of the 
relationship between need and capacity because it is a good indicator 
of the need for public services; it would allow for varying degrees 
of fiscal capacity. and would distribute resources from the high to 
low income States. Per capita distribution may not adequately 
reflect the more urgent need for ~cal assistance of the poorest 
States, but this deficiency could be recognised by reserving a part 
of the funds for distributing among States with lower .. per capita 
·incomes. It would be more effective if the distribution is made 
ln proportion to population weighted by the reciprocal of per capita 
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income. These various devices f4. financial relationship between 
the Centre and the units are meant primarily to ensure .flexibility 
in inter-governmental financial relations. 

2. 7 To achieve this end it is desirable to have. a permanent machi
nery if there is no constitutional provision for financial flexibility 
and co-ordination. lEven if there are provisions there may .be areas 
of friction and conflict which may develop in the course of working. 
It is in such situations that the necessity of special institutions for 
federal-state financial co-operation becomes very patent. Inter· 
governmental financial .institutions; serve two broad purposes: 
(1) they enable co-operation in finance and in economic planning 
between federal and state. governments and (2) they make possible 
a regular process of adjustment in finances and economic planning 
to meet new conditions. The problems with which these inter
governmental financial institutions deal can be listed under the 
following heads: tax distribution, . grant distribution, loan co
ordination, economic development ·and settlement of inter-govern
mental disputes. . It can also review tax and grant allocations by 
commissions or councils. 

2. 8 The principle· of close correspondence between responsibility 
and resources as a fundamental federal principle has been referred 
to earlier when it was established that wherever possible the services 
provided by each level of government--if clearly demarcable-should 
be financed by that level. It seems, however, that there is no single 
item of expenditure in a modern federation which does not involve 
more than one single agency. · The joint activities of federal, State 
and local governments raise a host of questions ranging from co
ordination of administrative detail at the operating level to the 
broad policy question of what functions should be assigned to each 
governmental level: But these aspects are out of our purview here. 
What we want to establish is that there must be some degree of 
correspondence between the expenditure ~me layer of government 
is likely to be called upon to undertake and its fiscal capacity. 

2.9 Further, the powers must expand as functions widen, so that 
more revenues accrue as responsibilities go up. The principle of 
distribution of functions should be in. accordance with the ability 
of the layer to discharge them; so also the power to leyy a tax should· 
lie with the authority in a position to utilise it more economically 
and efficiently, i.e., according to the economic allegiance of the tax. 

2 .10 The federal career of the Indian sub-continent has never run 
smooth. Until Independence the growth of the Indian federation 
was through a process of disaggregation. Though there were clearly 
recognisable diversities in the sub-continent since ages past most 
of Indian ruler!! have been attempting a more or less unitary form 
of government. The same is true of the East India Company and 
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the Governiiient of India since 1858. There have been sever~] 
schemes o:fdecentralisation since 1870. But, the Government of Ind1a 
had complete control over taxation, provincial expenditure and 
borrowing. Though the Mont-Ford Reforms was a ha!f vyay !touse 
towards 'provincial autonomy it did adopt the federal prmC1ple m the 
allocation of revenue between the two layers of government. But 
neither the Government of India Act of 1919 nor that of 1935. has 
been working normally over any stretch of time. Financial. working 
arrangement under the 1919 Act was seri~usly disturb~ by several 
fluctuations in the course of the economy m the 'twenttes and more 
seriously in the early 'thirties. . The Government of India Act of 
1935 could not be given a fair trial because of the resignation of the 
popular governments and the intervention of the World War II. 
In all these cases the adjustments that were made were clearly in 
favour of the Central Government. 
2 .. 11 Until partition the diversities of the Indian sub-continentwere 
asserting themselves in favour 'Of a stronger federation. In fact, 
the consensus that emerged from the memoranda submitted by the 
various Provincial Governments before the Expert Committee_ "on 
Financial Provisions (otherwise called the Sarkar Committee) was 
in :favour of greater devolution of resources. to the Provinces (';Spe,. 
cially through the inclusion of corporation tax and even export 
duties in the divisible pool while at the same time keeping the ratio 
favourable to the Provincial Governments. Partition seems to have 
alerted the Constituent Assembly against possible dangers to the 
unity of India arising from the divisive forces. Its reaction is 
r~flected in the strong-centre theme which runs through the Consti~ 
t:ution. Fihancial provisions are only an aspect of this strongcCPntre 
bias. · 

2.i2 The financial provisions of the Indian Constitution were very 
closely· based on the Government of India Act, 1935. The tax 
powers of the federation ·and the units are embodied in two lists
the U:pion and the State lists-both exhaustive and mutually exclu~ 
sive (ref: Appendix VII). With respect to all items of ·taxation 
included in the State list, the State Government has .the sole. juris
diction to levy and collect them and the entire proceeds credited to 
the Consolidated .Fund of the State to be utilised for State purposes· 
There are 2~ such iteJ?S of which 1;Jle _most important are Jand 
revenue, duttes of exctse on alcohohc hquors and narcotic drugs 
general sales-tax and sales-tax on motor, spirits, stamps and regis~ 
tra~on, taxes on motor vehicles, entertainment taxes and electricity 
duties. 

~.13 Taxes on agricult~al income have been included in the Stat 
hst as also e!"tll;te duty m respect of agricultural land. Taxes 0~ lands an~ bUtldmgs, taxes on entr;y- of goods into a local area for 
consumption, use or sale therem, tolls, taxes on a,nim_als- 'au.d 
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boats, taxes on professions, trades, callings and employment- are 
included in the State list, but in most States they have been assigned 
to local bodies. 

2.14 The Union tax list can be divided into four categories (l} 
Duties of customs including export duties; corporation taxes; tax 
on capital value of the assets exclusive of agricultural land of indi-' 
viduals and companies accrue wholly to the Central Government 
and no part of the proceeds is to be assigned to the States; (2) Taxes 
on .income other than agricultural income and duties of excise on 
tobacco and other goods manufactured in India except alcoholic 
liquors and narcotic drugs are to be levied and collected by the 
Union, but they are to be shared between the Union and the States. 
There is also a: minor difference between them. The proceeds. _of 
income tax sharl be shared, but those of excise duties may be sh·1reu. 
(3) Article 269 lists seven taxes which are to be levied and collected 
by the. Centre, but shall be assigned to the States in the manner 
provided by clause 2 of that article. These are estate and succes
sion duties in respect of property other than agricultural land, 
terminal tax, tax. on railway fares and freights, tax on transactions 
in stock exchanges· and futures markets, tax on sale or purchase of 
newspapers and, on advertisements published therein and tax on 
sale or. purchase ,of goods other than newspapers where such sale 
or purchase takes place in the course of inter-State trade or com
merce. (4) This category consists of stamp duties and duties of 
excise on medicinal and toilet preparations which are to be levied by 
the Centre, but collected and appropriated by the State concerned, 
the proceeds in the Union territories accruing to the Centre. 

2.15 In actuaL practice in the working of the Constitutional provi
sions regarding taxation and tax- sharing many difficulties have come 
to the fore .. -For instance, let us examine the case of taxes under 
article 269 where the problem is simple as the Union has no shar~ 
in- them. Out of_ the . seven items enumerated above, inter-State 
sales tax and estate duty are the only taxes in this category which 
are being levied at present. A third item-the tax on railway 
fares-after a short experiment was amalgamated with . the fares 
which has worked to the disadvantage of the States. Of the remain
ing four items at least three--terminal taxes, taxes on sale or purchase 
of newspapers and on advertisements, and duties in respect of 
succession to property other than agricultural land-are potential 
sources of fairly sizeable revenues to the States. And since the 
resources position of the States is under acute strain, the Centre 
should· take initiative and impose these taxes, otherwise, neglect 
in this line would cause heartburn to the States and would remain 
an area of perpetual conflict between the Centre and the units. 

~ .16 . Secondly, there are some problems with regard to additional 
excise duties. The Union Government places its interests first by 
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not being sufficiently alert in enh!l-ncing these rates when ~e ~x~ises 
on similar commodities were ra1sed. Left to them the md1v1dual 
States might have raised their rates. Further, as regards the 
incom1e assured to the States to cover sales tax losses, it is felt that 
this sum represents only an arbitrary figure and does not :qave any 
correspondence to the actual increase in sales tax receipts if these 
commodities were subject to sales tax as was the case before 1957. 

2 .17 Thirdly the Centre seems to reduce the divisible pool surrep
titiously. Fo~ example, the Finance Act of 1959 classified the 
income-tax paid by companies as corporation tax and it ceased to 
be part of the divisible pool. For sometime, it was also the practice 
for the companies to pay a 20 per cent tax on all dividends which 
was deemed to have been paid on behalf of the shareholders being 
utilised for grossing up the shareholders' income and was credited 
to them as tax paid on their income. As the states have protested 
against these inroads into the divisible pool, the Centre has made 
suitable adjustments in the income-tax laws. 

2 .18 Finally, even today in good times or bad, surcharges on 
income-tax for Union purposes continue to be made. While it is 

.true that all these put together amount only to a small portion of 
the large transfers given to States at the Union's discretion steps 
should be taken to ens~re that this type of vexation stops. ' These 
aspects, however, constitute only a small facet of the Union-state 
financial relations obtaining at present in India. 

2 .19 Though in theory there is little overlapping of tax powers 
iJ! practi~e some fields have easily lent themselves towards overla~ 
pmg. F1rst, the power to levy a tax on trades professions and 
callill;gs was use~ by so~e States to levy a pr'ogressive tax on 
certam types of mc~me; 1t was then c~mtended that it was in the 
nature of a tax on mcome and. caJlle m conflict with the Central 
power to levy a tax on non-agricultural incomes. This conflict 
was resolved by an amendment in 1940. 

2. 2~ Secondly, more serious .were the anomalies arisirig from the 
var1ous State sales taxes on mter-State trade and the overlapping 
between the sales taxes and excise duties on some commod"t"es 
The first problem was examined at length by the Taxation E 1 1· · 
Co~mission · (1~53-54) w~ich suggested amendment to the ~:1~~ 
tution empowenng ~e Um~>n Government to define inter-State trade 
and levy taxes on 1t. This was done by inserting an ddT 1 
item (92-A) in the pnion List and sub-clause (g) of Art"c~ 269[) 
The p~o~eeds of thi~ tax were to be assigned to the S~ te Th . 
Commission also pomted out the need for the Union G a es. ~ 
being empowered to lay down a list of commodit" 0 ':ernmen 
materials or intermediate goods where the States ~:U:famfy raw 
a. tax at the last point at not more than certain ra~s a~d ~~~~ 
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there would be no double taxation by two States. This was given 
effect to by adding item 33 to the Concurrent List as well as insert
ing clause (3) to Article 286, subjecting the States' right to ~evy a 
tax on purchase or sale to restrictions laid down by Parliament in 
the matter of goods of special importance in inter-State trade or 
co=erce. But the problems of overlapping between the two -::axes 
(sales tax and excise duty) were not solved by these amendments 
and modifications and still there are areas of conflict owing to the 
fact that both are taxes on commodities. 

2. 21 When the Planning Commission was set up it was thought 
that it would bring about a closer economic integration of the 
country through rapid increase in national income, higher standards 
of living of the masses, reduction of inequalities between regions. 
and individuals, expansiqn of social services and all round develop
ment of agriculture, industry, power and transport. While some 
degree of economic development has been achieved in every direction, 
yet from the point of view of balanced regional development plan
ning .in India has. been a dismal failure. 

2. 22 The plans formulated by the Planning Co=ission and 
accepted by the Union Government. and Parliament practically 
superseded the constitutional division of powers. An all compre
hensive plan comprising the subjects allotted to the Union and the 
States was evolved which had to be financed to a major extent by 
discretionary grants and loans from the Centre. It is true that the 
State Governments were consulted but no State Government was 
satisfied with the loans and grants obtained from the Centre. Thus 
with the acceleration of the planning process the responsibilities 
and co=itments of expenditure far out-weighed the financial 
resources at the disposal of the.States. 

2.23 This state of affairs has led to a kind of centralisation at the 
federal level bringing the economic functioning of the State Govern
ments under Central directives and controls through the mechanism 
of grants and loans. Correspondingly, the financial powers of the 
States are seen to be far too meagre in relation to their clearly 
defined responsibilities. 

2. 24 The period of planning has witnessed an enormous expansion 
of financial power of the Central Government whose dimensions have 
progressively increased in relation to the combined resources of :tll 
State Governments put together. For instance, the current revenues 
(gross) of the Centre have risen from Rs. 453.58 crores in 1950-51 
to Rs. 3128. 04 crores in.1967 -68-an increase of about 690 per cent. 
On the other hand, current revenues of the States excluding trans
fers from the Centre have risen from Rs. 380.50 crores in 1950-51 
to Rs. 1545. 75 crores in 1967 -68-an increase of only 406.51 per cent, 



2. 25 To an extent the same trend is seen in regard to the r{se in 
revenue expenditure. The total revenue expenditure of the Centre 
which was Rs. 346. 64 crores in 1950-51 rose to R.s. 2425. 07 crores in 
1967-68, while for all States put together the rise of revenue expendi• 
ture over the period was from Rs. 392.63 crores to Rs; 2426. 81 cror~s. 
The percentage rise works out' to 599.59 and 518.09 respectively. 

2. 26 What made this process of growing divergence between powers 
and resources of the Centre and States possible was partly the 
financial powers vested in the Central Government by the Consti
tution. Only marginally did the Central Government use its strong 
financial position to augment the resources of the weaker States. 
Instead, it has utilised thE: financial and other powers conferred by 
the Constitution to project itself into more and more of self-arrogated 
functions (not envisaged in the Constitution). The 'fait accompli' 
readily became established conventions and practices. To the State 
Governments no course was open except helpless acquiescence. To a 
great extent, it is this imbalance in the distribution of powers 
between the Centre and the States which has been responsible for 
the spatial distortions in the InditLn economy. 

2.27 The inter-State imbalances o~ the eve of planned econom1c 
development in India were largely attributable to: (1) the historical 
and cultural diversities, (2) the uneven distribution of productive 
natural resources and (3) the lopsided development that characte
rised the British period in India. But the stark reality is that 
economic disparities in India have widened in spite of, or perhaps 
even as a result of, the last 18 years of planning. This is not to 
deny that some progress has been achieved in every State in some 
direction or other. But, by and large certain States such as Maha
rashtra, Gujara.t, Madras, Punjab and West Bengal have made 
greater progress and Uttar Pradesh, Rajasthan, Bihar, Orissa and 
Kerala have lagged far behind. It may be argued that to some 
~nt, .these d;isJ?ariti~s ar~ built-in i~. a vast c.oimtry iike India 
w1th w1de vanatlons m chmate, fertihty of s01l, availability of 
natural resources and initiative and enterprise of the people. 

2.28 The working of these factors could effectively have been 
offset if the CentJ:al Government and the Planning Commission 
were really serious about their policy declarations emphasising 1.he 
need for corrective ~easures ii?- this directioD:. But measures under~ 
tak!ln so f!l-r hl!-v,e etther been madequate or meffective in correcting 
reg10nal dispantles. 

2.2~ An exam~tion of some of the s!l-lient inter-State economic 
vanables (for whtch some data are avatlable) will prove that the 
plan objective of regional balance has not been adequately realised. 

2.30 One of the available methods to measure the -inter~State dis
parities among States is to compare the estimates of per capita 
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incomes though there may be some limitations hi this approach. 
Following are the official estimates of per capita income of the 
States made by the Central Statistical Organisation for the year 
1964-65, and accepted by the Planning Commission. 

TABLE 1 

PER CAPITA INCOME IN INDIA (1964-65) 

States 
Punjab 
Maharashtra 
Gujarat 
Haryana 
West Bengal 
Andhra Pradesh 
Mysore 
Madras 

All India 
Assam 
Kerala 
Madhya Pradesh 
Uttar Pradesh 
Orissa 
Rajasthan 
Bihar 

EB. 
619 
529 
523 
513 
495 
458 
441 
436 

423 
394 
391 
378 
374 
368 
365 
292 

2. 31 As evident from the above table while the country as a whole 
has a per capita income of Rs. 423, Punjab 'which is the richest State 
has Rs. 619. Bihar which is at the bottom of the ladder has an 
income of only Rs. 292, which is less than half of Punjab's income. 
The first 8 States have incomes above the national average and the 
next 7 incomes below the national average. 

2. 32 Table 2 gives the estimates of per capita national income for 
1949-50, 1958-59, 1960-61 and 1964-65. Between 1949-50 and 
1958-59 it is seen that no significant change occurred in thie !ranking 
of the States with regard to their per capita incomes. In 1949-50, 
West Bengal, Assam, Punjab, Bombay, Uttar Pradesh and Madhya 
Pradesh had incomes above the national average (Rs. 248.1). With 
minor variations, this position Was more or less maintained even 
in 1958-59. Howevei', as the developmental process gathered 
momentum, some rapid changes took place. By 1961, Maharashtra, 
West Bengal, Punjab and Gujarat made relatively faster rates of 
growth and had incomes above the national average. The poorer 
States of Assam, Kerala, Mysore, Uttar Pradesh, Madhya Pradesh, 
Orissa, Rajasthan and Bihar did not make any significant gains in 
income and their positions were below the national average. While 

41348 
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Maharashtra with Rs. 469 ranked the first among 'the States, Bihar 
with Rs. 221 was at the bottom. The·national average was ·Rs. 338, 

2.33 The progress ma~e by West ~e~gal, ~aharashtr!l-, G~jara.t 
and Madras can be attributed to their mdustrial ,expansiOn; m the 
case of Punjab it was agriculture that was its mainstay. The same 
trend has more or less been maintained through 1964-65 except that 
Andhra, Mysore and •jll![adras have registered better ,performance 
than the national aVIerage. The progress of the former two States 
can be attributed to the relative importance given to agriculture 
during the plans. 

2.34 Punjab, Kerala, Madras, Andhra and Haryana have shown 
significant increases in the consumption of fertilisers and hence in 
agricultural productivity. But since Punjab, Madras, Andhra 
Pradesh and Haryana have la:rger per capita availability of land, 
the increase in food grains production in these States made a greater 
impact on per capita income than in Kerala and West Bengal, the 
two States which registe:red equally higher productivity in food 
grains. 

2. 35 In table 3 are summarised the data contained in the Annual 
Survey of Industries for 1965, from which the wide , dispa:rities in 
industrial development will be clearly evident. It will be seen that 
the four States of Maharashtra, West Bengal, Mad:ras and Gujarat 
with only 29. 34 per cent of the total population accounted for more 
than 50 per cent of the productive capital employed, nearly 60 per cent 
of the industrial employment and about 62 per cent of the industrial 
output. Taking the two States of Maharashb:a and West Bengal 
alone the skewed distribution was more marked. With a population 
of only 17 per cent, they accounted for 36 per cent of the productive 
capital employed, about 41.5 per cent of thJe total industrial employ
ment and 45 per cent of the gross output. 

2.36 One would have . expected that the Central Government 
with its ove:rall control over credit would have ·influenced the .flow 
of funds towards the development of the hitherto less developed 
regions. But the facts seem to have belied such expectations. 

2. 37 Table 4 gives the State-wise distribution of offices bank 
deposits and bank credits of the scheduled corrunercial banks f~r 1961 
and 1966. From it, it will be seen that there are very wide varia
tions in per capita bank deposit and pe:r capita bank credit in the 
States. An analysis of these figures would reveal that the richer 
States have greater aec~ss to ~ank credit on account of their rela
tively high degree of mdustrial and commercial activities. This 
tendency is reflectled by the excess of c:redit over deposits in the 
richer States like Maharashtra and West Bengal. This is particularly 
striking of the cities of Bombay and Calcutta. The flow of funds 
through the net work of banking institutions seems to have helped 
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thJe process of siphoning: off of the excess. deposits found in the less 
industrialised States in favour of the already developed industrial 
a.nd commercial centres. · 

2.38 The same distortions in thie utilisation of funds can be seen 
from Tables 5, 6 and 7. By and large, States like Maharashtra, 
Gujarat, West Bengal and Madras seem to have absOi'bed a predo
minent part of the resources channellied through the Industrial 
Development Bank of India, Industrial Finance Corporation and 
Industrial Credit and Investment Corporation of India. Maha
rashtra and West Bengal alone seem to have accounted for nearly 
40 per cent of the financial assistance sanctioned by Industrial 
Development Bank upto June 1968 and 46 per cent of the credit 
given by Industrial Credit and Investment Corporation of India upto 
December 31, 1967. In the case of credit channellied through the 
Industrial Finance COi'poration their share has been about 32 per 
cent upto June 30, 1968. 

2. 39 Even the regulation and control over industrial development 
has not proved to be an effective instrument in mitigating regional 
disparities. in development. As evident from Tables 8 and 9 Maha.
rashtra and West Bengal seem to have absorbed nearly 50 per cent 
of the licences issued and about 36 per cent of the total capital 
investment. Since the foreign exchange component of new invest
ment has been estimated to be about 60 per cent of the total, these 
two States may be said to have bieen the major beneficiaries of our 
foreign exchange earnings and external assistance. 

2. 40 Table ·10 gives the State-wise distribution of investments in 
the Central Government undertakings. It is, however, difficult to 
find any consistent principle governing Jocational decisions. While 
by virtue of their natural advantages, Bihar, Madhya Pradesh and 
Orissa have received a m<>i'e than proportionate share of the total 
investment the leading points of development have, more or less, 
remained enclaves in the absence of well integrated plans for re
gional development. On the other· hand, States like Kerala and 
Rajasthan seem to have got a raw deal as regards Central sector 

· investments. · 

2. 41 In this all India picture where giants seem to have held sway 
both. by snatching an undue share of private as well as Central sector 
investments and by harnessing the bulk of the resources flowing 
through the Oi'ganised money market, it is no wonder that Kerala's 
share from these sources has been relatively small. The fact that 
the Government of India controls and regulates the flow of funds 
and influences the locational. pattern of investment has not created 
much of an impression on the problem of regional imbalances espe
cially. in States like Kerala. 
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2. 42 Balanced regional development as an objectiVe has . figur~d 
prominently in the Plan documents. But the Government of India 
cannot be credited with a determined effort to disperse the growth 
points. The thinking of the plann~rs .Sieems to have been yerY, much 
influenced by the picture of capitalist development which m the 
initial stages gets concentrated in a few leading points from where 
in courSie of time it is slowly transmitted to the peripheries.· Conse
quently they were afraid that unless inter-regional transference of 
resources results in higher marginal productivity in the low income 
regions the overall development of the economy would be slowed 
down. Thus, in their concern for rapid· development· they seem to 
have ignored the "backwash effects" on the other regions. 

2.43 More serious has been the inability of the Government to break 
the power of the industrial and financial oligarchies which on account 
of their firm grip over the commanding heights of the economy, have 
been able to gravitate the bulk of the mobilisable resources into areas 
advantageous to them. Inevitably such a massive command over 
resources by a few has also aggravated the spatial distortions in the 
economic development of the country. 

2.44 · Kerala is one of those States which .have been affected by 
the backwash effects of the process of development outlined above. 
This has happened despite some of its natural advantages and a fair 
degree of early industrial development. Kerala is well known for 
its plantation industries, having almost a monopoly in pepper, rubber 
and lemongrass oil in India. It is also a large producer of tea, 
cashew nuts, tapioca, coir, ginger etc. The traditional character of 
the re~onal economy was sought to be changed in the forties when 
some mdustrial enterprises were promoted for producing fertiliser 
aluminium, sugar, textiles, cables, titanium and other products and 
by the time of the integration of the State, the erstwhile Trav~core 
State was one of the foremost amongst princely States in industria
lisation. Now after 18 yea!l'S of national planning Kerala remains 

·one of the industrially backward States in the country. This has 
happened despite the fact that during these years Kerala has bean 
earning for the natio~ large sums of precious foreign exchange. lt 
appea!l'S that the foreign exchange earned in recent years is larger 
than. the volume .of resources made available to Kerala through 
sharmg of taxes and grants. 

2.45 As evident from tables 4--10, the bank deposits accruing in 
Kerala are larger than the bank credits; its share in Industrial 
Development Bank and Industrial Credit and Investment Corpora 
~on of ~ndia disb~rsements has been ~ardly 2. and 1 per cent respec: 
tively; 1ts share m the number of hcences ISsued and amount f 
capital invested is equally discouraging; and more grievous is th 
fact that Central has neglected Kerala in the ca~ of location f 
Central sector projects. The cumulatiwo 'mpact of all these facto~ 
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along with the lack of dynamism and experience .of the local entre
preneurship accounts for the slow rate of industrial development in 
Kerala in recent years. 

2.46 Despite its relatively good performance in resource mobili
sation especially through tax effort, Kerala has not been able to make 
any substantial breakthrough in its industrial development under 
the Plans. The tax-income ratio in the State, i.e., the percentage 
of State income received as tax revenue is one of the highest in India. 
While the average for all the Indian States in 1960-61 was 3.43 
per cent, that of Kerala was 4. 36 per cent being a close second to 
West Bengal (4.47 per cent). The same picture is repeated in 
1964-65, when the average for all States was 4.27 per cent while 
that of Kerala was 5.22 per cent, again second only to West Bengal 
which had a ratio of 5. 62 per cent. 

2.47 Tax effort can also be measured in terms of the marginal rate 
of taxation i.e., proportion of incremental tax revenue to incremental 
income in any year. This measure has been always much higher 
than thJa average propensity to tax (i.e., tax-income ratio) in Kerala 
during the period 1960-61 to 1964-65. . The marginal rate of taxation 
has been higher in the case of richer States like Maharashtra, 
Gujarat, Punjab, Madras and West Bengal. This is more a result 
of relatively greater buoyancy of their taxes arising out of faster 
rates of growth of incomes attributable to agriculture in Punjab 
and to industrial and commercial activities in the others rather than 
due to relatively larger tax efforts. 

2 . 48 Elasticity of tax, i.e., the rate of increase in tax receipts in 
relation to the rate of increase in income in recent years in Kerala 
has also been high. Expressed in terms of percentagE this· measure 
was on an average 1.63 during the Third Plan period in Kerala. In 
other words, when the income in the State increaSied by one per cent 
on an average during the Third Plan, the corresponding increase in 
tax receipts was 1. 63 per cent. For reasons indicated above, here 
too the richer States have higher figures. · 

2. 49 Finally, the per capita tax incidence in. Kerala for 1968-69 
(Budget Estimate). (Rs. 27 .61) is .much higher than the .average 
for all the States in India (Rs. 22.89) (for more details see tables 
at the end of the Report). 

2. 50 One of the obvious remedies to correct the imbalances in the 
industrial sector would have been for the Government of Kerala 
to assume the role of the pioneer in industrial development. But as 
in the case of most other States, Kerala is also held under short 
leash as far as the availability of financial resources is concerned. 
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2·. 51 The following table will explain the inc11easing dependence of 
Kerala on· the Centre for its plan finance: 

TABLE 11 

CENTRAL ASSISTANCE TO STATE .PLAN-KERALA 

(Rs. in crotes) 

I Plan II Plan III Plan 

State Plan-Actual expenditure 26.1 80.2 182:3 
Central assistance 10.3* 34.4 123.0 
(i) Grants 8.6 19.1 
(ii) Loans 25.8. 103.9 
Percentage of Central assistance to 

State Plan expenditure 39.5 42.9 67.5 

• Separate figures of 'grant~· & 'loans' nre not available. 

2.52 Kerala lost certain independent and elastic sources of 
revenue as a result. of federal financial integration. This along 
with the unprecedented expansion of the functional responsibilites 
of the State under the plans has increased, the dependence of 
Kerala on Central resources. As seen from the table grants and loans 
from the Centre accounted for 39.5 per cent of. the· Plan. outlav 
under the first Plan and the corresponding ratio increased to 42.9 
per cent ·and 67.5 per cent in the Second and Third· Plan periods 
respectively. 

2.53 It can further be seen that the total resources devolved on 
Kerala by way of share of Central taxes, statutory and other grants
in-·aid and loans· (net) formed on an average 34.04 per cent of 
the total revenue expenditure (excluding appropriation for reduc
tion or avoidance of debt) and capital outlay (excluding ·· State 
trading and appropriation to the Contingency Fund but including 
net disbursements under Q. Loans). of the State during the Second 
Plan period and 44.74 per cent in the Third Plan. The share of 
Central taxes and grants-in-aid together formed on an avera<~e 
21.08 per cent of the State's revenue expenditure during the 
Second Plan period and 30.76 per cent in the Third Plan period. 
Loans. (net) from. the Centre formed 57.58 _per cent of its capital 
disbursements durmg t~e Second Pl.an penod and 86,28 per cent 
in the Third Plan per10d. Outstanding loans registered an eight-

. fold increase over the last eleven yea_rs from a modest Rs. 22.89 
. crores on 1st April 1957 to an astounding figure of Rs. 193.36 crores 
on 1st April 1968 (see table ·appended to the Chapter). 
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2.54- 'J"he above ·analysis -ef -the -problems, ·ef regional imbalances 
(paragraphs 2.30 to 2.53) would< suggest either a lack· of- sincerity 
of purpose on the part of .the Government -of Lndia ·or its oinability 
to overcome the institutional blockages in the way of balancud 
regional development -despite its good intentions. In the event of 
the latter it would appear that, unless some drastic steps are taken 
by way of structural reforms to .clip the wings of the powerful 
oligarchies entrenched· in oindustry and -commerce, Government's 
command over the direction of investible resources will not be 
eiiecti'l'e in bringing about a progressive !reduction in regional 
imbalances. To ,be effective, .these •me-asures should include radi
cal land refol'ms coupled with schemes ·of nationalisation ,of cor
porate .pFoperty in industry, banking ·and wholesale 'business as 
well as . a realignment of functions and resources· as between- the 
Centre. and the States. 

2:55 Curbing. the concentration of economic power or conferring 
greater initiative and resources on the States would necessitate cer · 
tain amendments to the 'fundamental rights relating ,to private 
property as well as to the financial provisions of the Constitution. 
One of the ways· of strengthening the fisc·al base of the States is 
by adding to the pool of divisible taxes. Almost all the Provinc~s 
were making a powerful ·plea before the Sarkar Committee for the 
inclusion of Corporation tax with the shareable taxes. In view of 
the _prevailing imbalances it is necessary that the Centre vacates 
its right to corporation tax which has shown remarkable buoyancy 
in recent years along with certain other taxes like gift tax, wealth 
tax ·and so on. No useful purpose is served by distinguishing bet
ween 'compulsive' (Article 270) and 'permissive' (Article 271) pro
visions for purposes of sharing of taxes. The basic approach to 
the sharing of taxes should be to devolve enough resources \o cover 
a substantial proportion, (say, ·about three-fourths of the revenue 
component) of the Plan besides balancing the non-Plan revenue 
account. This would allow enough elbow room to .the States for 
a progressive clearance of the backlog of development while at the 
same time enable the Planning Commission. to ba:lance the revenue 
requirements of the State Plans in conformity. with the. broad pur-
poses and priorities of the national Plan. · 

2;56. The devolution of shareable taxes should continue to be the 
responsibility of -the Finance ·Commission. Besides retaining its 
quasi-judicial character it may be desirable to -make it a permanent 
body. Almost all the Finance Commissions constituted so <far have 
complained that they were not able to do full justice to their terms 
of reference -especially for lack of· sufficient statistical· ~ata. With 
the formation of a permanent -Finance Commission it may be 
necessary to have a permanent Secretariat for the Finance Commis
sion. 
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2.57 It t~ surprising that the framers of the Constitution should 
have been oblivious of the financial implications of large-scale pro
!(l"ammes of planned development. Though planning was inclu~ed 
in the Concurrent List they did not even envisage the Plannmg 
Commission as a statutory body. Consequently the devolution of 
resources to the States was made the primary responsibility of the 
Finance Commission. Apart from shared taxes the Finance Com
mission was to defray grants-in-aid to the States. As envisaged in 
Article 275 such grants embraced both revenue and capital grants. 
But as it has happened the Planning Commission has assumed 
major responsibility for the plan finance under Article 282 which 
provides for conditional grants for specific purposes under the 
heading "Miscellaneous Financial Provisions". Consequently the 
Finance Commissions had to address themselves to the limited pro
blem of covering the revenue gap of the State . budgets on the 
non-plan side. Though such conditional grants are effective in 
inviting the participation of the States and inducing them into 
rationally desirable directions excessive resort to it has proved to 
be somewhat arbitrary and irritating while at the same time un
duly distorting the local priorities. In fact, the Third Finance 
Commission had "admitted that conditional grants have induced the 
States to undertake unimportant and unsuitable schemes. They 
tend to frustrate the autonomy of the States by unduly tying their 
hands in the disposal of resources. The experience all over the 
world seems to vindicate this appraisal. Even in· the United States 
where specific grants have played a relatively larger role the 
current thinking is in favour of unconditional transfer of massive 
resources to the States. 

2.58 If, as recommended earlier in this chapter (paragraph 2.55) 
the divisible pool of taxes is substantially enlarged and the State's 
share is ma?e sufficient to cover a .substantial proportion of the 
revenue reqmrement of the plans bes1des balancing their-non-plan 
expenditures the scope for. discretionary grants would be automati
cally narrowed down while at the same time leaving enough 
l~verage for the Planning Commission to promote the rrational 
priorities. Whether under a broader scheme of tax-sharing. 
Article 275 would ~ecome r~dundant needs to be examined. I

1
i 

any case the margmal h~admg of Art. 282 may be amended to 
read "Grants by the Umon. or a State for ·any public purpose" 
instead of "Miscellaneous Fmancial Provisions" with a view to 
removing some of the present anomalies. 

2.59 The discretion of the Centre can also be restricted by evolv
mg certain principles and criteria for the distribution of Central 
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assistance t<_,> the·· States for. financing tliei~ plans. Re~ently, .the 
:'llational J?evelopment Council has evolved a set of principles which 
are ·summarised as follows:-

(1) 60 per cent• of Central assistance 'will be given in pro
portion to' the •population of· each·· State. 

; . ' ' . . . . 
(2) 10 per· cent _of assistance is proposed. to be given to States 

whose per capita in~ome is less than the national average. 
(3) 10, per c~J:!.t,of assistance ;will .be, distributed in .accordance 

with the per capita tax effort in relation. to its per ·capita 
income. 

(4~ 10 'pei: ·cen,t" win: be· given for· continuing major i.rriga!\on 
and power schemes. 

(5) The reinairiliig 10 ,per cent will. be. distributed. to meet the 
specilll problems peculiar. to individual States. 

2.60 Conformity ·to national objectives ·and priorities may he 
altempttd through a ·few other ways. As of now:, the exercises im 
optimisation,' if i•any,"''are· largely,. confined to· the ·.·central" sector; 
and ··the · States·' are expected to peg their respective plans within 
this frame-work. -'fhe patterns ·of · assistimce: are also designed for 
this. purpose .. The Planning Commission seems to _have very .. little 
appreciation either {or local needs and. preferences or. for special 
constraints' on resoutce 'mobilisation. If, within·. a 'broad national 
plan frame, the 'J?rilcess of· optimisation starts from · village .tn•l 
moves· upwards to State' and thereafter at ·the . national level . the 
planning process 'might 'infuse ·a greater sense of participatio,J:!., .and 
harmonious ·relations· between the various levels of administration. 
Of course,> the primary prerequisite is effective consultll.tion between 
lhe Centre ·and the States on the basic_. _objectives and -approaches 
to the national plan apart from_ other issues of national importance 
stich as·· the price policy, credit policy, wage policy,' fiscal policy and 
so'. on_;_ : l_f properly strengthened. and· develoJ?ed the National_ D<;ve
lopment Council 'would ·be the most convement forum. for such . a 
high level decision-making on all issues of ' national importance 
in''planriing and policy making fot development. Other outstanu
·ing inter-.State or Centre,State. problems. could be_ handled· by· a 
National·' 'Consultative 'Council which may be constituted .mder 
Article 26.3. · 

2.61 As part ·of· the process of strengthening• the autonomy of the 
States, steps m-ay have. to 'be taken to ·define .in 'precise terms '!nil 
restrict the areas of Central responsibility and Centre's control over 
financial resources strictly .in relation -to these responsibilities: · .. For• 
instance. the Concurrent List which . was intended to be a means 
toward§ a coordinated effort in the discharge of certain nation-wide 
functions has proved to be a vehicle for power to gravitate towa~ds 

41348 . 
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the Centre. In certain cases the . Centre _has succumbed to Lhe 
temptation of' arrogating to itself ''functions ·which 'strictly ·belong 
to the domain of the States. Thus we find kn· ~ndrm:ous expansion 
in the Secretariat staff of the Government··orcindia·jn·a:grieulture, 
health, education,.,police ,and .so •On. which th!ly should-•be ·:encou
raged to shed after .. rigorous scrutiny .. Recently . at .-the instance 
of the National ·'Development Council 'several hitll.erto centrallv 
·sponsored· ·schemes have i·b'een transferred .tci · · the · States' ·sector. 
'l'he ·net result' of' some ··additions ·and ·subtractions is 'that the total 
number ,.of ' centrally . sponsored ·schemes· has 1 •been ··brtittght down 
from 89 to 63. · 

2.62 It is, however, desirable that.a high .. powered,commission be 
corrstituh!d' to· r~iew the various constitutional issues 'and practices 
affecting Centre-State relations. _ Such .. ·a step . woUld facilitate a 
gradual realignment· 1of powers'·between "the• Centre and :the''States, 
with a view for• 'direct matching •Of' 'financial ·resources to· the needs 
at different levels of. activity ,in the . total. ,context' •oLthe >balanced 
economic development of the country. Regiona~ , imbalances and 
disparities would: ,then emerge as a special" problem -of a. :few: ·regions 
-that are· far 'behind and .special- assistance-to these -States could: be 
envisaged as an important Central respop.sibility. 

2.63 A measure of the massive indebtedness of •the .States is the 
way in which lo"ns. outstanding h_ave le·apt,' from: Rs.. 239 . crores in 
1_952 ·to about ',Rs. 4,~94 .crores in }966. ,Repayments as,,a .pr()por
tiOn of ·new loan c;>bhgahons have grown from .~ per. cent to-about 
40 ·per cent. Such repayments are , gen~rally .made. t~rough, .fresh 
loans and the~e is no li~k ~etween loan_ anc;I r!lpaymeht capacity. 
'Consequently, mterest obhgahons seem to absor)> more, than-a, third 
of"the resources made ,available through -the 'Fourth''Finance-Com
mi'ssion.· · Such an inordinately - large service burden.. is ~ basicaUv 
the' ·resUlt ·of. an indiscriminate- use of miscellaneous developmerit 
loan on· the. part of 'the, _Centre and its unproductive. application by 
the' State Governments. The only way out of. this :.difficult .situa
tion seems :to ·be for'lhe Centre to write-off the . unremunerative 
portion· Of the outstanding debt and confine the, leans to -productive 
schemes. · This would require that the -Sta:te seeking .Joan ~finance 
from the' Centre will have to submit -their .projects in advance for 
Central scrutiny which may not always be to the liking of · the 
States. These irritations may, however, be minimised if, as far as 
possible, ,the· Centre• could allow the' States· to use' the entire amounts 
of the .postal--and small: savings· collected •within! its• terPitory towards 
the tfinancing. of such· project. "Besides, ·•the States cmay ;also be 
assisted to . borrow more freely from :the -open market arid . from 

. other financial · institutions like 'the ·-Life · Insurance • Corporation 
the Unit_ . Trust- of India, etc. ' 
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2.64 Constitutional :readjustments 'by themselves will. not ensure 
smooth •.working:-relations"between' the· Centre arid' the·. States. The 
whole pattern· of i behaviour should ·be such that each layer of 
Government,·takes· the larger· interests of• the other into' account. 
Each layer ·should· scrupulously avoid trespassing· into· others' 
terrain:· Measures ·such as the Central surcharge on income tax, 
merger of tax on railway fare with the fare and so on should not 
happen·' unless, agreed·nupon after mutual consultations. Similarly, 
interest in resource mobilisation should not flag .just because tb.e 
Centre is riot gomg to b'e 'the 'immedia,te. beneficiary;· ·Centre's atti· 
tude tow'atds the expioifatiori of'taxes enumefated 'under' Article 269 
or towa11ds additional excise in lieu of sales tax should be baserl 
nn a solid sense. of partnership , in. development.. 

Summary, of ·conclusions and recommendations; 

1. Mariy of .• the State functions do not require the application 
o(.:national uniformity .in their administration. Therer is 
;need,: therefore, to. strengthen. the ability of .the States to 
finance themselves. 

2. Intergovernmental finapcial 
the need of the 'units· for 
capacity. 

(Paragraphs 2.2, 2.3 & 2.8) 

transfers should. be based· on 
public 1 services · and their fiscal 

(Paragrapi:L 2.5) 

3. The' amalgamation' of the I tax• on railway fares·• with the 
ticket ,.fares has worked to the disadvantage of the States. 

(Paragraph 2.15) 

4. ·The Centre· should· take the requisite initiative in exploit
ing for the benefit of. ·the. States all the taxes ·enumerated in 
A~;ticl~ <;269 of the Constitution. 

(l"aragr11ph ~ .. 15) 

5. The· Centre•··should: show.· greater· interest· inl tap.JWJ.g more 
intensively.··the·•commodities ·entrusted to the: Centre for the 
levy of;, additional excise duty in lieu of sales tax. 
, · (Paragraph 2.16) 

6. The Cep'4e'.'1tas m11de,, occasional ~nr.Qad~ i.nto the . divisible 
pool; tl:lis practice · should be given up. 

(Paragraph 2.17) 

7. Tho~~ one of 'the' aims of the Planning· Commission when 
it·'was• set•·up· was ·to reduce regional disparities· and bring 
about· economic· integration, this objective has not been 
realised. · · · · · 

(Parajp"aph 2.21) 



the Centre. In certain eases the Centre has succumbed to the 
temptation• of< arrogating• to' itself functiOII.s.·whil:h striCtly 'belong 
to 'the domain of the States.' Thus 't<Fe 'fiii.d lin· endrtn:ous expansion 
in the Secretariat staff of the Govermnent ·'Of '"India' 'in· ligrieulture, 
health, education,,, police ,and ,so •On. which th!ly should:;be· 'encou
raged to . shed after •. rigorous. scrutiny. "Recently . at .. the instance 
of the National "Development Council 'several hitherto centrallv 
·spdnsored • ·schemes· have ·I 'been transferred to· 'the ''States' ·sector 
Tlie •net' result' of 'some ··add(tions ·lind· stilittactions is 'that the total 
number uof • centrally sponsored ·schemes· has 1'blieri "bt:tiught down 
from 89 to •63 

2.62 It is, however, desirable that. a higb.,powered,commission be 
constituted' to' review the various const!tutional.issues • and practices 
affecting Centre-State relations. Such .a step . would .facilitate a 
gradual realignment' 'of · powers' 'between "the' Centre. and 'the·' States, 
with a view· fori 'direct matching ·Of' 'finaneiill 'resources to· the needs 
at different levels of, activity .in. the · tota,l.,context ••of .. the :balanced 
economic development of the countrY. Regioll.ll.h imbalances .. and 
'disparities w9u14~ ,then emerge as. a special-, problem .of a. :few: ·regioos 
.that are· far .behind and ,special- assistance, to these . States could· be 
envisaged . as . an importa~t Central respopsibility. 

2.63 A .measure of the massive indebtedness of •the .States ,is the 
way in· which.loans. outstanding. h_ave le·apt: ~rom: Rs. . 239 . crores·. in 
1952 ·to. about :Rs. ·4,094 crores in. ~966. ,Repayments a~,a·.pr1Jpor
tion cif ·new' loan \)bligations have ·grown from ,9, pet. cent to .. about 
40 ·per cent. 'Such repayments ru:e ,generally ,made througb,.fre~h 
loans and· .there is no lin).{ between loan arid . r!lpay.ment. capacity. 
'Consequently, interest obligations seem to absorb· more. than. a, third 
of "the resources made :available through .the · Fom!th ·Finance.· Com
mfssion.' ' Such an .inordinately. large service burden, is· basicallv 
the .. reslll.t'of an indiscriminate· use of miscellaneous developme•it 
loan on· 'the. part of . 'the Centre and its unproductive. application by 
the' State· Governments. ''The oill.y way out of. this :difficult .·situa
tion ·seems: to· be for· 'the Centre· to write-off 'the . unremunerative 
portion· Of the outstanding debt and confine the, leans to ·productive 
schemes. · This would require ·that 'the .'State -seekil)g :loan ·finance 
from the' 'Centre will· have to submit .'their .projects in advance . for 
Central scrutiny which may not always be to the liking of· the 
States. These irritations may, however, be minimised if, as far as 
possible, ,the· Centre• could allow the' States .. to use' the entire •amounts 
of the .postal· .and small: savings• ·collected •within4 its• tenitory towards 
the Jfinancing. of· such· project. "Besides, 1the States cmay ;atso be 
assisted to . borrow more freely from the -open market arid . fro\n 
oth!!r financial 'institutions . like 'the Life Insurance • Corporation 
the Unit. Trust· of India, etc. ' 
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2.64 Constitutional :readjustments by themselves will. not ensure 
smooth•.wor.king•-relations•·between• the· Centre arid 'the·.States. The 
whole pattern of: behaviour should ·be such that each layer of 
Government'·takes· the 'larger· interests of' the other into' account. 
Each layer• ·should scrupulOusly avoid trespassing· into· others' 
terrain,. Measures such as the Central surcharge on income tax, 
merger of tax on railway fare with the fare and so on should not 
happ~n·1 unless, agreed·11upon after mutual consultations. Similarly, 
interest in resource. mobilisation should not flag . just because the 
Centre 'is not going' td be 'the 'immediate. beneficiary, Centre's atti· 
tude towards the ex]Jioitation of· taxes enum'erated 'under· Article 269 
or towa11ds• :additional excise in lieu of sales tax should be baserl 
nn a, solid sense. of partnership . in. development.. 

Summary, of ·conclusions· and recommendations. 

1. Mariy of· the State functions do not require the application 
of. national IIDiformity .in their. administration. Therer is 
;nee!).,: therefore, to. s.l;rengthen. the ability of: ,the. States to 
finance themselves. 

2. Intergovernmental finapcial 
the need of th~ 'units·. for 
capacity. 

(Paragraphs 2.2, 2.3 & 2.8) 
.I ~ • ' i 

transfers. should. be based· on 
public' services and their fiscal 

(Paragrap~ 2.5) 

3. The• amalgamation • of the! tax· on railway fares" with the 
tick~t ,;f!IJ'eS has worked to the disadvantage of the States . 

. (Paragraph 2.151 

4. The Ceritl1e • should· take the requisite initiative in exploit
ing for the benefit of.•the· States· all the taxes·enumerated in 
Article:>' (,!69 of the Constitution. 

(I;'aragri\Vh .Ci15) 
5. The· Centre• .. shouldr: show.· greater .interest· in! t~g more 

intensively·, the.•commodities ·entrusted to the • Centre for the 
.levy of;, additional excise duty in lieu of sales tax. 
· · (Paragraph 2.16) 

6. The Ce11~e, l;ta,s,,'iriade,, occasioJial ~nroads inte . .'tlw. divisible 
pool; this practice· should be given up. 

(Paragraph 2.17) 

7. Thou~h one of 'the aims of the Planning· C6mmission when 
it. 'was; set' up· was 'to reduce regional disparities . and bring 
about· economic· 'integration, this· 'objective has· hot been 
realised: · 

(ParAil'aph 2.21) 
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8. With the acceleration of the planning process the res
ponsibilities and commitments of expenditure far . out
·weighed the financial resources at the disposal of the 
States .. At the same time, the plan period has witnessed 
an enormous expansion of the financial powers of the 
Centre. The growth in its revenues and expenditures· has 
far outstripped that of the States. 

(Paragraphs 2.22 & 2.21>) 

9. The imbalances between the powers, of the Centre and the 
States have caused distortions in the Indian, economy. 

(Paragraph 2.26) 

10. Economic disparities in India have widened in spite of, or 
perhaps even as ·a result of, the last 18 years of planning. 

(Paragraph 2.27) 

11. Measures undertaken so far to narrow :down .the regional 
disparities have been either inadequate or · ineffective. 

(Paragraph 2.2S) 

12. The Annual .survey of Industries reveals wide .inter-State 
disparities in industri:al development.· 

(Paragraph 2.35) 

13. There are also very wide variations in per capita bank 
deposit and per capita bank credit in the States. 

(Paragraph 2.37) 

14. By and large the richer States seem to have absorbed u 
predominant part of the resources channelled through the 
financial institutions in India. 

(Paragraph 2.38) 

15. Even the· regulation and control over industrial dcvelop
menf have not proved to be an effective instrument in 
mitigating regional disparities in development. 

· (Paragraph 2 .3!1; 

16. No. consistent principle governing locational decisions 
regarding Central investments is discernibl~:. 

(Paragraph 2.40) 

17. Kerala is one of those States which have been. affected hv 
the backwash effects of the process of ... development in 
India .. The bank deposits accruing in Kerala ·are larger 
than the bank credits. its share in Industrial Development 
Bank and Industrial Credit and Investment Corporation <>f 
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lp.dia .disbursements.,has been.,hardly, 2· and 1 per cent res
pectively; its share in;·,the· number .,of licences :issued and 
amo!Jnt, of capital invested is equally discouraging; and 
more 'grievous is the fact that the Centre has neglecte•l 
Kerale. ·in the case :of .location.: of' Central Sector· Projects. 
The cumulative impact of all'! these factors >along with the 
lack .of ,dynamism and experience of the local interpreneur
ship accounts for the slow rate of industrial development in 
Kerala in•·recent·years: 

(Paragraphs 2.44 & 2.45) 

18. Kera.la has been able to show good performance in resour-
ce mobilisation especially through tax effort. _ 

· · ·· \·Paragraphs 2.46' & 2.4 7) 

19. Kerala ·is .held·,under·short leash:as· far ·as 1the ·availabilitv 
of . financiaL; ·resources· is1 .concerned. · 

{Paf,agraphs'. 2.50 to 2.53) 

20. Corporal~; iax should · be .included. in the divisible pool. 
Meeting a •substantial ;portionJ ofc the; ·revenue component 
of.the State Plan (about 75 per cent )besides balancing the 
non-plan revenue account should be the basic principl•l 
of devolution ·.of. 'taxes; 

(Paragraph 2.55) 

21. The finance Commission should be made permanent with 
a permanent Secretariat. 

(Paragraph 2.56) 

22. Conditional grants from the Centre have induced the ,State> 
to undertake unimportant and unsuitable schemes. 

(Paragraph 2.571 

23. If, within a broad national plan frame, the process of 
optimisation starts from the village and moves upwards 
to the State and thereafter at the national level, the plan
ning process might infuse a greater sense of participation 
and harmonious relations between the various levels of 
administration. 

(Paragraph 2.60) 

24. If properly strengthened and dev:eloped, the National Deve
lopment Council would be the most convenient forum for 
high level decision-making on all issues of national import
ance in planning and policy-making for development. Other 
outsanding inter-State or Centre-State problems could be 
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handled !by• a. National Consultative· Coupcil.which1 may be 
constituted.! under,·Ai'tiele•263! 

(P.aragi\I!.Ph 2.60; 

25. The, .Concur.rentJ List thas· pnov.ed ~to. b!l'•a vehicle· f6r power 
to. gra;vitate: to~vl!.rds tJm, Cen~re; 

(Parag':"~tPh 2.61) 

2G. It is desirable that a high powet:ed: commission• be set up 
to review the. various Constitutional issues and practices 
affecting· Centre-State relations. 

(Paragraph 2.112'; 

27. The Cenl.l:e. ~Qo1!4l write off the unremunerative portion of 
the outstanding debt of the States and should confine loan 
financing r to: productive schemes.~ Thl!i 'entire·· amounts· of 
the postal and. small: • · savingsr, · ·collections· • · from· a State 
should .. be. all.Qwed to be used by that State for financing 
productive schemes. There should be more liberal term~ 
of, borrowing• byrthi •States from,· the-< LifeJ Insurap.ce Cor
poration, and·· from• the• Unit Trust· of India., 

(Parag~l!.ph 2.63; 

28. In fine, the whole pattern of-. Centre,State • behaviour should 
be. su~:h ·. that each layer of Government takes the larger 
interest of the other into account. 

(Paragraph 2.64) 



TABLE 2 

~mparative statement; of per Captta Income of States 

Per Wesj Punjab Bombay Ullar Madhya Andhra RaJa· All 
Capita l1e11ga/ Assam Hariyana Maha- Piadesh p;iiJesh Kerala Madras Pradesh Bihar OrissO' Mysore sihan I IIdia 
Income rashtra 

Gujararl 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13.) (14) (15} 

49-50 353 I 343A 330.7 272.6 262.0 255·.9 234.L 229.0: 228.8 199.8 188.1 186.1 172.6 248.1 
RANK I 2 3 4 5 6 8 9 10 II 12 13 14 7 

58-59 39il 4 323.5 406.4 313.2 287.4 318.8 241.6 269.3 261.1 235.1 199.2 204.9 238.5 281.9 

"" RANK 2 3 5 6 "!. w 8 9 12 14 13 
(I) 

II 7 

60-61 465 333 451 469 297 285 315 334 287 221' 276 305 267 338. 
393 

RANK 2 7 3 1/4 10 12 8 6 II 15 13 9 14 5 

64-65 495 394 619 529· 374 378 391 436 458 292 368 
I 

#I 363 423 
'· 513 523 

RANK 5 10 1/4 2/3 13 12 II 8 6 16 14 7 15 9 

Source: Estimates for 1948-49 and 1958-59 by K. N. Raj (from Regional and Caste Factors in India's Development). 
Estimates for 196().61 by NCAER. 
Estimates for 1943~65 by Research Hurea.u, Commerce. 



TABLE 3 

Population-Factories-Capital-Output 

State-wise distribution-1965 

S. No. Natn4 qf Slates Moharoshlra Wul Bengal Madras Gujarnt Bihar Uuar .A{)' sort Punjab & 
·Pradts/1 Hariyana 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

I POPULATION (Millions) 44.18 39.24 36.23 23.20 51.28 81.16. 26.06 12.71 

.2 Percentage to To~'! 9.07 8.06 7.44 4.76 10.53 16.67 5.95 8.66 

3 No. of FACTORIES 2823 2033 1181 1196 381 863 677 637. 
4' Percentage to Total 20.8 15.3 8.9 9.2 2.9 6.5 5.1 4.6 

5 Productive Capital employed "" 0 
(Rs. crores) 1048 1219 512 395 505 493 240 348 

Jl1 Percentage to Total 16.6· 19.3 8.:1 6.3 8.0. 7.8 3.8 5.5 

7 No. of persons employed 
(In thousands) 775.3 866.9 345 338.6 209.2 295.5 163.5. 136.2 

8 Percentage to Total 19.6 21.9 8.7 8.6 5.3 7.5 4.1 3.5 

9 Gross OUTPUT Ex-factory 
value (Rs. crorcs) liil6 1376 5~5 518 439 463 229 249 

IQ Percentage to Total 23.6 21.:1- 8.5 8.1 6.8 7.2 3.6 3_,9 

II Value Added by Manufacture 
(Rs. crores) 417 365 150- 142 120 107 75 60 

12 Percentage to Total 24.7 21.7 8.9 8.4 7 .I 6.3 +.5 3.6 



~ 
TABLE S--(Con/4.) 

E. 
S.No. N01111 of StaiU Andhio Jii.UU.ja Orissa Kwalti .Asstmi · Rl!iasilum :Jommu & Uni<m Total· 

Prtuksh rmr (14j (15j (i6): 
Kashmir Tmilorils 

w (2) (II) (tS) ~17) (18) (19) 

Mi?ULATI:ON 
(Millions) 39.10 36.03 19.30 18.82 13.45 22.82 3.78 10.97 486.99 

2 Percentage to Total 8.03 7.40 3.96 3.96 2.76 4.69 0.78 2.25 100· 

3 No; of FACTORIES• 769 864 240 629 526. 222 52 360 13455 

4 Percentage to Total 5.9 6.2 1.5 4.7 4.0 L6 0.3 2.7 10Q 

5 ':Productive Capital 
239 524 347 83 142 employed (Rs. crores) Ill 3.6 92 63004 

6' Perceniage to Total 3.8 8,3 .5.5 1.8 2.3 1.8 0.1 1.7 100 ~ 
7 No. or persons 

215.4 149.4 68.4 154,3 75.6 67.9 employed (In thosands). 9.3 84 3953.2 

8 Percentage to Total 5.5 8.9 1.7 3.9 1.9 1.7 0.2 2.1 284 

9 Gross· OUTPUT 
Ex-factory value 

253 228 141 ISO 114 80 (Rs. crores) 4.9 135 6419.6 

10' Pctcentage ro· Total s'-9 2.8 2.0 2.0 1.8 0.2 0.9 2.81 100 

11 Value Added by 
Manufacture 

59 49 89 33 22 20.5 (Rs. crores) 2'.6 32 •1686.5 

12 Percentage to Total 3.1 2.9 2.3 2.0 f.s 1.2 0.2 2.0 100 



TABLE 4 
lntei'SCate dJatribatluu ef offices, Deposits and BBDk Credit of ~alecl Commerclal Banks 

Number of Deposits Bank mdil Popu/41iml Per <Dpila Per ••pila 
offu:u (Rs. <TOfU) (Rs. <roru) perqffia deposit Bankmdil 

(m OOOs) (Rupees) (Rupees) 
StaU 

1961 1966 1961 1966 1961 1966 1961 1966 1961 1966 1961 1966 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) 

Andlira Pradesh 332 461 58.9 132.9 48.1 81.1 108 86 16.4 33.3 13.4 20.S 

Assam 45 65 17.7 36.3 5.0 9.8 264 213 14.9 26.2 4.2 7.1 

Bihar 178 226 56.3 111.7 24.2 40.9 261 232 12.1 21,3 5.2 7.8 

Gujarat 334 544 136.0 295.8 79.0 145.7 62 44 66.0 124.1 38.4 61.1 

Jammu & Kasbmil 14 15 11.0 19.6 1.2 1.4 257 256 30.5 51.1 3.4 . 3.7 ~ 
Kerala 241 400 51-.~ lll.5 30.8 66.3 70 48 30.6 57.8 ,J8.2 34.3 

Madhya Pradesh 185 265 59.8 87.9 26.3 58.8 175 139 16.6 23.8 8.1 15.9 

Madras 608 929 126.5 241.3 119.8 244.2 55 40 37.5 65.5 35.5 66.3 

Mabarashtra 584 865 477.9 929.8 384.0 759.0 68 52 20.7 203.9 97.0 174.1 

Mysore 426 611 77.6 182.2 52.9 116.6 55 44 32.9 68.3 22.4 43.7 

Prissll 53 81 7.8 19.7 5.4 8.9 330 244 4.? 10.0 3.1 4.5 

JPun}ab & Harlyana 322 389 101.9 206.9 34.6 69.9 53 48 49.9 109.8 17.0 37.1 

Raj"'thaa 179 259 33.8 61.7 15.7 28.8 liS 91 16.7 26.3 7.8 12.2 

Uttar Pradesh 460 575 192.7 268.0 76.0 133.1 160 144 18.0 32.3 10.3 13.6 

West Bengal 257 382 311.8 516.7 326.9 575.5 136 106 89.3 128.2 93.5 142. 

'Total (including others) 4414 6389 1960.7 3594.1 1286.1 2443.0 100 78 44.6 72.1 29.9 50.0 

Source: Reports of joint Stock Baob in India. 



TABLE 5 

State-wiae ClasslficadoD ~f l'IDimclal Assistance IIIUlCtloned and dlabaraed by Industrial Development BIU>k of India 
durilag July 1964---Jane 1968 

(Rs • . in eroru) 

Sanctions Disbursements 

StallS Rsj11U111U1 Loans Under- Rsdis- Total Guaran- Reji1UliiUI Loans Under- Rsdis- Total 
wrilings' eounling lees writings counling 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (ll) (12) 

J\ndbra Pradesh 5.34 9.85 0.82 16.01 4.76 9.20 0.57 14.53 
Assam. 0.12 0.12 0.12 0.12 
Bihar 0.94 6.08 1.90 0.21 9.13 s: 12 

0.81 0.35 0.09 0.18 :1.43 
Gujarat 6.23 18.00 3;93 0.90 29.06 7.33 ui.oo 3.72 0.78 29.83 
Hariyana 1.25 '. 0.20 1.45 1.55 o:w 1.65 
Jammu & Kashmir .. .. . . .. .. 
Kerala 1.38 ,.10 0.04 2.52 0.95 1.05 0.04 2.04 ~ 
Madhya Pradesh 2.86 0.49° 0.36 3.71 2.87 0.49 0.31 3.67 ~ 
Madras 15.71 12.98f 2.64' 2.92 34.25 15.17 3:40 0.79 2.52 21.88 
Maharashtra 22.25 22.05t 5.07 11.94 61.31 12.39t 22.78 19.70 4.63 10.27 57.38 
Mysore 2.94 2.17 0.39 0.67 6.17 2.64 1.71 0.28 0.58 5.ll 
Nagaland .. .. .. 
Orissa 0.41 0.60 0.35 0.20 1.56 0.36 0.45 0.35 0.17 1.33 
Punjab 1.47 .. 1.47 .. 1.29 1.29 
Rajasthan 0.71 4.16 0.05 4.92 2.41 0.60 1.25 0.04 1.89 
Uttar Pradesh 1.96 4.72 0.64 0.39 ·2U~ 2.95 1.46 1.57 0.32 0.33 3.68 
West Bengal 8.30 7.61 1.42 4.26 10.16 0.74 0.65 3.67 15.22 
Union Territories 1.21 2.00 3.21 1.49 1.25 2,,74 

Total 73.08 91.32 17.94 21.85 204.19 22.87 74.34 58.57 12.07 18.81 163.78 

Nor.: Figures may not add up exactly to totals owiog to slight differences caused by roundiog. 

• In the case of one Company, the assistance sanctioned in 1965-66 was for expansion of its units in Rajasthan and Maharasbtra 
also. 

In the case of two companies, the assistance sanctioned in 1965-66 and 1966-67 was for expansion schemes of new and existing 
units in Maharashtra, Mysore, Madhya Pradesh, Bihar, Gujarat, West Bengal, Rajasthan and Madras States. 
Source: Industrial Development Bank of India. 



TABLE 6 

Slate-wise Distribution of Financial Assialance 881lctioned and disbursed by Xndus ...... _Finance Corporation 
UJIW 30thJDDe, 1968 

(Rs. i11 <rores) 

Finaneial Auistan<e Sonetio111d Fitloneiol Auislan<l disbursed (Exclw/ingforeign cu"etlo/) 
States 

Publie limited c. .. peratiws Toiol LoQIIS Jrwestment in Guarantus Total 
Componies Sharesfdtben- issued (4+5+6) 

I tures-• 
(I) (2) (3) (4) (5) (6) (7) (8) 

Andhra Pradesh 18.54 4.35 22.89 8.61 1.55 9.26 20.42 
Assam 6.89 0.60 7.49 2.02 3.44 5.46 
Bihar'. 16.01 1.15 17.16 12.05 0.19 3.30 15.54 """ Gujarat 17.19 4.88 22.07 ~~.52 0.98 0.82 15.38 """ 
Hariyana 6.94 1.96 8.90 t.32 0.24 0.11 4.67 
Kerala. 9.47 1.80 11.27 8.34 0.16 E·72 10.22 
Madhya Pradesh 7.14 1.20 8.94 3,87 1.55 0.44 5.82 
Madras 42.24 4.43 46.67 20.65 3.01 '11.64 35.30 
Mahjorasbtra 39.97 22.33 62.30 36.76 4.10 3.76 44.10 
Mysorc 11.63 6A5 18.00 10.80 0.52 2.22 !3.54 
Orissa 6.34 1.16 7.50 4.84 0.69 5.53 
Punjab 3.26 ~.~5 5.51 4.94 0.10 5.04 
Rajasthau 15.48 L 0 16.68 5·.41 0.14 ·7.57 13.12 
Uttar Pradesh 18.84 ~.~0 22-.H 11:95 0.83 ~'-~~ 

16.00 
West Bengal 38.81 .. 38.8l '16.30 1.78 23.18 
Union Territories 'li .. J-* - 3.3 '2.20 0.08 0:91 3,19 

Total ·262.09 51.06 319.15. 167.58. 19 .• 26 50.13 236.97 

Jn PI.U'SIIIUl.ce of. underwriting qperatio!lS and, direct subscriptio!'· 

Source: Industrial Finance Corporation Report. 
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TABLE 7 

State-wise loan clisburseJDents by the Industrial Credit and 
lnves-ent Corporation of India upto 31·12-1966 

States or Unum Territory Net amount sanctioned 
(Rupees crores) 

Percentage of amount 
sanctioned to total sanctions 

(1) (2) (3) 

Andhra Pradesh 9.04 5.1 

Assam 1.90 1.1 

Bihar 27.62 4.3 

Gtuarat· 23.92 13.4 

Hariyana 2.29 1.3 

Kerala !.96 1.1 

Madhya Pradesh 3.42 1.9 

Madras 19.67 1!.~ 

Maharashtra 66.53 37.4" 

Mysore 12.39 7.0 

Orissa 4.09 2.3 

Puqjab 0.10 0.1 

Rajasthan 2.37 1.3 

Uttar Pradesh 5.67 3.2 

WestBenga1 16.00 9.0 

Union Territories 1.03 0.5 

178.00 100.00 

Source: Reports of Industrial Credit and Investment Corporation of Indii 



TABLB 8 
SW..wise 

lncJutries (De¥. & Res.) Act, 1951 SCI Cemeat of Uceat:e8 Jaaaecl 

,...,. 
1952 

SI4W Ill 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 TIIIGl 
1957 

Andaman & Nicobar 2 I 5 

Andbra 77 15 31 45 48 46 24 41 22 19 11 379· 

Assam 18 14 25 12 10 8 4 2 2 s 105· 

Bihar 91 16 19 5S 40 90 86 40 64 52 20 571 

Dclbi 56 12 44 45 23 12 !2 4 4 s 215 ~ a. 

Goa •• .. . . 4 2 5 2 . . 13 

Gll!arat l?S 59 99 129 lSI 122 82 66 ss ss Sl 965 

Hariyaoa . . ... .. .. IS 9 22 

Hlmacbal Pradesh 2 2 •• • 1 1 . •• , . 8 

Jammu & Kashmir ... .. 2 2 • • 6 

Kerala 54 16 24 140 60 S5 21 20 7 II 17 995> 

Laccac!ivo •• .. •• . . .. .. . . !' 

Madhya P.radesh 56 5 12 iO S4 42 S8 12 17 13 6 275 

Madras 282 12 142 148 105 74 80 144 55 90 17 1149 
' 



(TABLE 8-Conld.) 

1952 

"' 1958 1959 1960 1961 1962 1963 1964- 1965 1966 1967 Tof<ll 
1957 

Mah;lrashtra 504 224- 382 506 4-24- 275 246 183 127 112 101 3084 

Manipur 2 

M,_., 84- IS M 7S S9 86 26 34- 20 14- 7 3l!O 
Nagaland .. ~. 

NEFA .• . 
Orissa 4-1 11 10 16 12 19 11 10 5 6 2 1+9 

Pondicherry 2 ... 4- 7 14-
~ 

"i'unjab 161 S7 94- 191 82 68 67 4-9 25 19 4- 731 ~ 

~astbau 32 7 10 so 29 32 21 8 14 10 ~0 203 

Tripura ,1 I .. 2 

U«ar Pradesh 172 +2 68 IM 104- +9 70 +0 47 20 13 746 

West Be-ngal 379 122 217 S09 209 184 ·169 101 66 50 46 185+ 

Total 2182 659 1202 1826 1354 1100 950 761 527 415 292 11268 

Sourco: R. K. Hazari's Report on Industrial Licendng. 



TABLE 9 

Approvals by Statea 
1959-June 1966 

(Perantages) 

States 1959 1960 1961 1962 1963 1964 1965 1966 Total 

Grand total No. 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 
InvC!Itment 100.00 wo:oo 100.00 100.00 100.00 100.00 100.00 100.00 100.00 

Andhra No. 2.29 3.06 3.79 2.76 2.73 3.37 4.46 2.ur 5.09 
Investment 2.64 4.89 6.79 9.13 5.62 3.94 3.06 7.73 5.40 

Assam No. 1.14 1.60 1.65 0.64 0.59 0.00 0.00 0.00 €1.82 
Investment 0.47 I. 76 5.66 2.20 0.23 0.00 0.00 0.00 L27 

~iluir No. 1.86 2.77 2.84 4.03 4.10 2.62 5.13 2.81 S.l9 
Investment 5.94 3.44 2.11 4.57 6.39 9.42 17.10 1.97 7.~2 "" OC> 

Delhi No. 5.73 5.83 2.36 2.54 0.39 2.06 1.12 4.,23 2.10 
Investment 2.62 8.27 0.75 0.78 0.11 0.71 0.34 1.05 2.09 

Jammu & Ka•hmir No. 0.00 0.00 0.00 0.00 0.58 1.87 0.00 0.00 0.10 
Investment 0.00 0.00 0.00 0.00 0.34 0.07 0.00 0.00 0.15 

Gl\iarat No. 5.01 5.83 10.88 8.70 7.22 8.24 8.03 9.15 7.46 
Investment 2.65 2.55 8.24 2.96 5.23 8.54 4.72 7.04 4:95 

Kerala No. 2.15 2.04 3.55 2.55 2.15 0.94 2.23 2.11 2.17 
Investment 2.09 1.54 2.97 2.57 4.87 2.22 ·0.81 1,25 2.26 

Madhya Pradc:ili No. 1.60 8.20 2.65 4.05 4.90 1.30 3.35' 1.41 3.94 
Investment 10.12 1.30 1.31 13.56 18.67 8.29 5.89 0.48 7.20 

Madras ;No. 1.14 8.18 7 .II 8.70 7.42 3.43 9.60 9.15 8.18 
Investment 7.86 7.07 12.40 6.09 6.57 13.75 8.80 41.03 10.14 



~ 
TABLE 9-(Contd.) 

! Staus 1959 1960 1961 1962 1963 1964 1965 1966 Total 

Mabarasbtra No. 35.37 31.39 32.46 31.42 31.05 32.77 26.79 33.10 31.90 
Investment 23.57 20.36 29.97 28.88 15.77 18.42 18.51 12.28 21.46 

M}'SOl'C No. 5.01 2.63 2.84 3.82 3.71 3.56 3.57 4.23 3.66 
Investment 7 •. 76 4.01 2.61 1.44 6.53 6.58 4.9~ 6.69 4.73 

Orissa No. 0.12 1.02 0.24 2.76 1.37 1.69 0.45 1.41 1.18 
Investment 1.00 0.75 0.07 6.85 1.80 3.75 1.45 1.43 2.49 

Punjab, Haryana & No. 5.16 5.55 6.16 7.22 8.40 7.87 10.49 6.34 7.03 
Himacb;U Investment 2.45 4.16 5.0+ 2.09 6.71 5.47 5,24 2.07 4.36 

&\iasthan No. 1.00 1.02 3.55 2.34 1.17 I. 12 2.46 o.oo 1.61 
Investment 0.33 0.74 2.51 1.52 1.10 1.27 14.06 o.oo 3.25 ~ 

Uttar Pradesb No. 3.87 6.42 4.27 4.25 5.91 5.81 8.48 3.65 5.27 
InVCitmcnt 11.08 18.32 4.82 2.70 6.93 •UB 5.49 3.19 7.94 

West Bengal No. 21.35 20.88 15.40 14.01 19.59 17.79 13.17 18.31 17.97 
Investment 19.42 20.76 14.49 14.68 11.20 13.05 9.24 13.79 14.53 

Others No. 0.00 0.15 0.24 0.21 0.78 0.56 0.67 0.00 0.33 
Investment 0.00 0.08 0.26 .0.00 1.36 0.34 0.33 0.00 0.36 

• • Exc!udiog those for whicb Invcsttnent data are not available. 
Source: R, K. Hazari's Report on Industrial LicenJing. 



TABLE 10 

State-wise inv-ent on Central Industrial Projects 

/nvestmml in [/tUJ<Stmmt in ltw<Stmenl Total inNSt- EstiiTUited Total itUJ<SI· Balanu ifllJ<SI-
States 1.!1 Plan 2nd Plan in 3rd Plan menJ during the i11wstment in menl during menl to be 

three plan 1966-68 1951-68 made for com· 
periods pitting the 

Project 

Andhra Pradesh 8.3 1.7 52.5 62.5 24.8 87.3 36.1 

Assam 32.8 32.0 7.4 40.2 31.9 

Bihar 8.2 21.2 184.7 214.1 142.4 356.5 739.2 

Gujarat· .. 45.0 45.0 3.0 48.0 111.5 

Jammu & Kashmir en 
0. 

Kerala 1.0 0.9 49.2 51.1 17.2 68.3 67.0 

Maharashtra 2.0 1.7 43.6 47.3 2.6 49.9 139.6 

Madhya Pradesh 221.8 192.6 414.4 44.7 459.1 153.0 

)Wadras 5.8 ~3.4 141.4 180.6 65.2 245.8 53.5 

Mysore 7.1 3.3 17.2 27.6 20.8 48.4 8.7 

Orissa 6.5 199.3 154.7 360.5 57.6 418.1 8.0 

Punjab 28.0 4.2 32.2 $2.2 

Haryana 7.0 7.0 1.5 8.5 

Rajasthan .. 12.2 12.2 18.3 30.5 85.9 

Source: Planning Commission 



TABLE 12 

Devolutioa of Flaaac"" from the Ceatre to Kerala 
(Rs. in lakhs) 

II Plan III Plan 

1956-57 1957-58 1958-59 1959-60 1960-61 1961-62 1962-63 1963-64 1964-65 1965-66 
' 

I. Total Revenue Expenditure 
(excluding appropriation for 

1047 8129 reduction or avoidance of debt) 2169 3271 3925 -!c542 5091 5899 6592 7«0 

II. Capital Disbursements 
(a) Capital Expenditure (exclu-

ding State trading & appro-
priation to Contingency 

912 769 815 771 808 1102 1263 1266 1253 1410 Fund) 
(b) Q. Loans by the State (Net) 70 402 319 276 478 431 797 943 1499 1850 tn -
(c) Total (a+ b) 982 1171 1134 1047 1286 1533 2060 2209 2752 3260 

III. Total I and II 3151 4442 5059 5589 6377 7432 8652 9256 10192 11389 

IV. Resources from the Centre 
(a) Share of Central taxes 129 427 528 563 582 627 931 1095 1069 1160 
(b) Grant-in-aid 278 422 656 671 889 751 1209 1178 1300 1478 

(c) Total (a+ b) 407 849 1184 1234 1471 1378 2140 2273 2369 2638 

(d) Loans from the Centre (Net) 197 740 706 609 984 1086 1839 1778 2193 3297 

(e) Total (~+d) 604 1589 1890 1843 2455 2464 3979 4051 4562 5935 

Percentogts 
(i) Percentage of item IV(e) to 

item III 19.17 35.77 37.36 32.98 38.50 33.15 45.99 43.77 44.76 52.11 
(""l " " 

IV(c) I 18.76 25.96 30.17 27.17 28.89 23.36 32.46 32.25 31.84 32.45 (iii 
" " 

IV(d) II(c) 20.06 63.19 62.26 58.17 76.52 70.84 89.27 80.49 79.69 101.13 



C. STA'J.1E TAXES 



CHAPTER 3 

EVOLUTION OF THE TAX SYSTEM 

3.1 The State of Kerala was formed, on 1st November 1956. by the 
State~ Reorganisatio~ Act of 1956 by Il}erging the' Travancore
Cochm State (excludmg the predominantly Tamil-speaking areas)
with. the Malabar District .and the Kasaragode taluk of Sout11 Canar~ 
District of Madras State. The former Travancore-Cochin, State itself 
had ·been formed only on .1st July, 1949, by the integration ,of the 
princely states of Travancore and Cochin. Thus the major consti
tuent units of , Kerala are Travancore, Cochin and Malabar. To 
trace Jhe gradual evolution of the tax system in Kerala one has to 
go back to the beginnings of· recorded history and make a ·brief 
review of the various fiscal measures introduced from time to time 
in these three constituent units. 

A. Travancore 

3.2 The State of Travancore was formed during the first half of 
the eighteenth· century. ·we do not have adequate and reliable infor
matimi about the taxes levied by the rulers in periods prior to the 
formation of the State of Travancore. From certain inscriptions in 
temples etc., it is gathered that land taxes in' their ·primitive forms 
(ground rent, tree tax, etc.); customs duty, taxes on certain profes
sions etc., were levied ill' :those days. The -rulers levied the taxes 
arbitrarily to meet their· personal and military expenses; The unifica
tion of the petty kingdoms into an extensive and well-knit State dur
ing the period of King Marthandavarma necessitated a systematic 
collection of revenues. Customs houses called chowkeus . were . esta
blished on the frontiers of the State to levy duties on articles exported 
and imported. The purchase and sale of pepper, tobacco and other. 
important articles were made the monopoly .of the State. Thus, the 
State entered into the field of trade in respect 'of. the agricultural 
ptoduee which held a key position , in· the economy. In order to 
improve collections from lanJ tax, a. survey of lands in the State 
was undertaken in 1750-51, -and completed in, three years' time, 
Pattahs specifying the tax levied .on .each property, .were also given 
to the landholders. 
3,3 The sys(em of levying "poll tax" was in vogue in early Travan
eore. A tax used 'to be imposed on males within the· age group of 
16 to 60 except Nauars, Moplahs and artisans. 

3.4 From the Sathcwariola (collection of rules and regulations) 
issued towards the -close of the 18th century it is seen t'\lat the State 
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levied fees from parties in dispute, while dispensing justice. Thus, 
in disputes concerning landed property, the party gaining the case 
had to pay 10 per cent of the •:amount of the suit while the other 
party had to pay 5 per cent to the State. 

3.5 Between 1811 a:nd 1815 a number of important tax reforms 
were introduced. Several imposts like tax on inheritance of pro
perty, capitation tax, tax 1 on Christian 'festivals and tax on' slaves 
were abolished. Salt 'was made an' article of Government monopoly, 
A number of chomkeiJ.~ were opened and duties were imposed on 
exports ·and imports. The rates <i~ duty· were five· per cent on 
exports and· eight 1pel' 'cent· on imports. · Goods transported· from one 
part of the· State' to another were also subject 'to an inland· duty of 
five per cerit. 

3.6 ·The··lnw relating to.writing·of document~,was .lai.i down. in the 
Royal Proclamation of 1817 whereby stamped cadjans '(palmyrah 
leaves) ~·ere introduced for the first time for this ;purpose. · , 

3. 7 In 1836 customs duty on a number 'of ·articles was 'abolished' 
in order to give a stimulus to trade. Inlan,i transit duties were also 
abolished. The frontier and sea-board chowke11s were alone retained. 

3.8 In 1860 monopoly trade in, pepper was discontinued; an export 
duty .. of. 15 per · ce~t,. nd . valorem .was impose;J instead on pepper 
exported by sea or .land. A few years later the State monopoly on 
tobacco was abolished, .and in its place an import duty :was intro
duced. This change .became necessary because of the large scale 
smuggling consequent , on the abolition of, monopoly in this article 
in , British India .. , These . meas~tres involved, some. loss of revenue to 
the· State as the profits on .U1e sale of peppe,r and tobacco had been 
a major source of revenue till then. 

3.9 In the. vear 1865. the Travancore· Government entered •into' a 
coriunercial treaty · with the·· Indian · Government and the Cochin 
Government wiili' a' view to secure freedom., of inter-portal. ·trade. 
This treaty was known ·as. the'' "Inter-portal Trade. Convention". 
According to the !provisions of this treaty, goods which were pro· 
duced or manufactured itl' 'Travimcore were allowed free access to 
the Cochin State .and the· British Indian ·territories and vice versa. 
This free trade concession was not extended to articles of monopoly 
or articles having'· sizeable revenue potentiall' viz., tobacco; salt, 
opium and spirits. These goods continued to be taxed as before. 
Customs duties. were also. levied on foreign goods, i.e, goods .which 
were not the produce ·or. manufacture of Travancore State or British 
India; but if such goods paid the duty once either to the Travancore 
Government or the Cochin Government or to the British Government 
customs duty would not be 'levied again on them by the other Govern-' 
ments. The loss of revenue to the· Travancore State consequent 
on this concession was made good by the British Government. 
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3.10 In 1866-67, the Maharaja issued a Regulation regarding regis
tration of deeds. This· was based on the Indian Act for registration 
of assurances. Under this Regulation, all deeds r.elating to immov
able property should. be registered. For movable property registra
tion was• not compulsory. The Regulation came into effect on 14th 
December, 1867. 

3 .. 11 In , qrder to streamline the system. of abkari. adminilitratiou 
and to augment revenue frqm this source, a~ new Regulation :was 
introduced. in ·the year, ,187~-80. The shops selling European liquors 
had to take out licences renewable from y.ear to year. The abkari 
farms were rented on triennial leases and on the expiry of the 
period they were put toiauction and given to the highest bidder. 

3.12 Even in very early times there was a duty on the transfer of 
property· based on its value; both 'lh'e seller and the buyer were liable 
to pay the duty .. A Stamp 'Regulation was passed on ·5th •February 
1884, generally on the :Jines· of the Indian Act, and given :effect to 
from 11th· May, 1884. At first, Madras· stamps 'were used in· the 
State. From 1885-86 . onwards, the Travancore Government com. 
menced priming its own stamp papers. 

3.13 The first systematic survey of lands was undertaken in 1886 
and a ·settlement of land revenue demand ·was made on 'that basis: 
A uniform ·standard ·of .measurement of area in acres and cents and 
of grains in pams and , edangazlzis was adopted for the first time 
throughout the State: The method· of fixing the full "pattom" for ·wet 
lands was to •estimate the gross produce on the. basis ·of available 
data and to deduct therefrom the seed sown and an equal quantity 
for cultivation expenses. Out of the remainder, one-third was fixed 
as the cultivator's share and ;the r~maining two-thirds was divided 
in the proportion of 6:4 between the Government. and the landholder. 
The wet lands were divided into 13 classes, the rates of Sarkar tax 
varyillg according to the . type . of tenure . and the nature 'of the land 
and its productivity. · Garden' lands were divided into four cate
gories with reference to , their situation, soil and productiveness and 
each category charged with'a distinctive' rate. Tax on 'garden lands 
consisted of a ground rent as well as tree tax. Except in the case of 
paddy lands, tax was payable in cash only. In ' the ·case of paddy 
lands, tax was payable partly in. kind and partly in cash, The system 
of collecting a .portion of the tax on wet lands in kind was completely 
given up only by 1926. 

3.14 The practice of levying various kinds of cesses ·Oll wet lands 
was prevalent in the State; in 1893 such cesses were replaced by a 
water rate on wet lands and ;~reas irrigated by rivers or rain-fed 
~nb. · ' 

3.15 The year 1899-1900 witnessed an important change in the 
abkari policy of the Government. As an experiment the "excise 

4J348 
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· systel11''. was: introd1;1ced- in the Trivandruni division in the place of 
the "farming syslem~'. The privilege of manufacture and supply of 
arrack wa,s disposed of by tender and was granted to the tenderer 
who offered the largest share of the prescribed still-head charges. 
The pr.ivilege .of sa,le, of arrack was, sold by auction. .The manufac
turer was required to supply to the shops arrack at specified price. 
The exclusive right of sale of toddy was separately sold by auction 
and granted ·to the highest bidder. This system was extended next 
year to the• Padmanabhapuram division and in due course through-
·:our the •State::· A ,tree tax on cocoanut, palmyrah and choondapana 
was imposed since 1904-05. · 

3.16 Court fee stamps were introduced for the first time in 1904-05. 

3.17 RegislratiOl1 of motor vehicles wasma-le compulsory in 1911-12. 
-1 From 1913 tolls on roads and bridges . were introduced to meet the 

maintenance charges of roads and bridges. The Hackney Carriage 
Regulation was , passed next year . by.·. which carriages were to be 
registerec). compulsorily and drivers were to take driving licences. 

3.18 An 'important landmark in the modernization of the tax struc
ture was the levy of income-tax in August 1921. Agricultural income 

·was; however;· excluded from the purview of the tax. In tlw case 
of those other , than companies and registered firms incomes not 
exceeding Rs. 2.,000 were exempt from the tax; for incomes above 
this level the rate. of tax varied from 10 cas.JI in the rupee (about 
~ -per cent) to 2 chackrams (about 7 per cent). In the case of 

.. companies and registered firms, tax was _levied at the maximum rate 
of two clwckrams in the rupee. 

3:19. ' Since 1931 the - Travancote Goverilm(~nt got a share of the 
customs duties realised at the Cochin Port. According to the princi
ple of division . of the proceeds as finally accepted in Hm4 the share 
of the Travancorc State was fixed at one-third if the customs revenue 

· iri a year did ·not exceed Rs. 4n~ lakhs, o1· at Rs. Hi~ lakhs if the 
customs revenue exceeded Rs. 491 Jakhs but did not exceed Rs. n:~ 
lakh~ ·or at Rs. H1~ lakhs plus 6 per ccht of the excess over Hs. !i:l 

·Iakhs, if the total revenue exceeded Hs. ()3 lakhs. 
~ '· ."! • o. • ' ' • : o I • • - o 

3.~0, A greater degree of progressivity was introduced in the income
tax structure by the levy of a SUJ)ertax in 1936-37. In August 1940 the 
rates of income-tax-and supertax were enhanced for augmenting the 
State's revenues. A surcharge on income-tax and supertax was also 
levied in 1943. Agricultural .incomes were subjected . to tax for Lhe 
firs't time in August 1943 by a separate enactment. Both in respect 

: of ..exemptions as well a,s rates 9f le\ly, the ~chemc of taxation of 
agricultural incmhes was more favotirable to the assessees. 

iJ.21 . The increased commitments of the State on account of the 
'War 'forced the Government to seck Iiew avenues of raising resources. 
,' .f -. ,. , .- - ~ ' ' ,\ ~ : " - ' ,- - - - ' . , • ?j 
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Taxation of profits of businesses was attempted in J 944_ by passitig 
the Excess Profit Tax Act. · The rate of tax was 60 ~per cent .of the 
profit in ,excess ·' of the 'standard profit', computed in · the mannei: 
prescribed fn the · Act. · · · · · · 

:1.22 ·The snteni of levying tolls was ~bolishe(( and motor vehicl~~ 
tax introduced during 1 1}45-46, . , 

3.23 In 1946, a unified Income Tax · Act was ' passed · replacing the 
separate enactments r elating to· iricome"tax and agriculttual· income~ 
tax. This Act was modelled on the hulian Income Tax Act 1922, but 
the rates of 'tax were somewhat lower. The catc~ories of income 
assessable to tax under the new Act. were salaries , interest on · security; 
income from property, profits · and gains of business,' profession or 
vocation, agricultural income and income from other sources. In 
addition to .income-ta}(, assessees .were liable to p~y supertax. 

3.24 The Travancore Land Tax P;oclamation dated 9th July, 1946, 
heralded a n ew cha:j)tet in the history of land taxes in the State~ 
According to this Proclamation, a basic tax at a· flat rate of 4 ca.~ll · 
p er cent of land (about 88 paise for. one acre) · was· levied on all 
lands excepting those coming under some · special tenures like Sri
pandaravagai, Sripadatn-.. Kandukri'shi ·· and Edavagai. This re·Juced 
assessment of · land ·revenue -to . a · mere arithmetic calculation with 
reference to the -extent of the land. With the introduction of basic 
tax, all taxes . levied on land till. then .. w~re abolished. This was the 
last impor~ant . tax . re.f.orm of the princely administration :of the 
Slate. . . · · · · · · · · · · ·' 

3.25 The congress leadership was wedded to a policy·of prohibition, 
The new democratically elected · Government· of Travancore ··decided 
to implement this policy by ·stages. Accordingly, in 1948, prohibi-
tion \vas introduced in the six taluks of Thovala, Agastheeswaram; · 
Kalkulam, Vilavancode; Neyyattinkara ' ·and Shencottai. · 

3.26 To offset the . .loss of ~evenue c~nsequent on ·the introduction. 
of prohibition, sales .. tax . was introduceJ. in. the State on turnovers 
exceeding Rs. 10,000. The tax system .was generally. a · multipoii1t 
one . . Luxury articles were subjected to an additional tax. at . .varying 
rates at the first assessable point -of sale in the State, · 

B. Cochin .·, 

3.27 . The Kii1gdom of Perwnpadappu or 'cochin came into 'existence: 
by the sixth century A.D. Very little inforwation is :. available ·orr 
the system of taxation _that prevailed in the St.ite in the early periods .: 
It is stated in the Cochin State Manual that, at the beginning of the 
1(;th century, the chief SOUrceS of the king's revenue were .the iJ1COme'• 
from crown larids' and customs. , Crown lands wen: in cxiste.ilce from· 
much earlier .. times.. The . State . l).ad .al~.o been enjoying . . extensive' 
trade· relations- 'With other countries even from olden · days: · But too'· 
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Rajas of Cochin did not exercise the. right of levying duty on goods 
imported till the advent of the Portuguese into the scene. The 
Portuguese systematically levie.i duties .on goods imported from other 
countries and the proceeds were shared with the Raja of Cochin. 
The Raja levied export duty at 6 per cent; besides this, inland 
customs at the rate of l per cent ad valorem were collected at a 
number of stations. There was no regular land tax during' this 
period, though the king derived a, fair amount of income from lands 
held by local chieftains by way of cess on cocoanut trees (kettutengu). 
There were several minor items of receipts like ankam (fee received 
in fights and. duels), nuzzar (a Portion oC the value, of estates 
bequeathed to adopted children), fines an.i penaltie~ like ezJJU, tappa, 
pizha etc., poll tax (talapanam), gifts (kozha) etc. 

3:28 Towards the close of. the 16th century, the Portuguese lost 
their position ·of ·influence in the State and the Dutch stepped ·into 
their place. An agreement was concluded between the Dutch and 
the Raja of. ,Cochin in 1663 by which the import duties levied were 
shared with the .Raja .. The duty was . fixed at a uniform rate. of 
10 per cent.· Export duty continued to be levied at the rate of 
6 ,per cent. , A duty on commodities such as pepper at the rate of 
half· a ducat per. candy was collected from .merchants. who sold 
them. This duty seems to be analogous to the sales tax levied iri 
present times. 

3.29 Tax on land known as 'Rajabhogam' was levied for the first 
lime in 1762. Till then the revenue received by the king from the land 
was not by virtue of his authority as king but only on account of his 
jenmom (proprietory) right on crown lands. It was .to meet. the 
increasing expenditure consequent on the wars with the Zamorin of 
Calicut and Maharaja of Travancore .. that land tax on a, limited scale 
was introduced from 1762. The assessment was made at differential 
rates depending on the tenures under which. lands . were held, like 
verumpattom, kanam, inam or. anubhogam etc. Lands were broadly 
divided into 'nilams' (paddy lands)·'and 'parambas' (dry and igarden 
lands). There was a further classification of lands into pandarar>aka 
(i.e. lands iri which 'the State had proprietory rights) and puravaka 
(i.e. lands in which private individuals and institutions had proprie
tory right). The assessment was finalised after making oral enquiries. 
A tax called 'muppara' at the rate of 3 paras of paddy for every 10 
paras of land was charged on all pandaravaka kanam lands,' in addi: 
tion to michavaram rent. 'Muppara' was also levied on all puravaka 
land_s demised to tenants on kanam or anubhogam tenures. Bearing 
trees (cocoanut, arecanut .and jack) standing in pandaravaka parambas 
were .charged at yarying rates. Trees in the puravaka parambas 
were charged at one-eighth of such rates. Parambas not containing 
any. taxable trees were assessed to. a varam or cess at one-tenth or 
one-twentieth of the gross produce according as they were pandara
vaka ox: purqvaka. The new taxes on land were generally known as 
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'Rajabhogam' or the .King's share. Jenmabhogam or .the share due 
to the king in his capacity as the proprietor also continued to be 
levied in respect of crown lands. 

3.30 The system of levying. fees from parties in civil suits appears 
to have been .introduced, in 1762. 

3.31 In, 1785 the Raja imposed tolls on rice and. other .. durable arti
cles going into Cochin through backwaters. Chowkeys or customs 
houses were openeJ at important places to levy the tolls. 

3,32 During the Diwanship of Col. Munroe (1812-17) several tax 
reforms were introduced. Court fees were levied and stamped cadjans 
were introduced for engrossing documents. Salt was made a mono
poly atticle. An important change was made in the system of regulat
ing the manufacture and sale 'of liquor, The tax mi drawers of. toddy 
and distillers of arrack levied till then was abolished and the "farm
ing ·system" was introduced in certain taluks of the State. In the 
other· taluks a duty on toddy and arrack was levied. The first syste: 
matic settlement based on· a survey or. an inspection· of land · was 
made in this period. 'Parambas having taxable trees were assessed 
with a tree tax (vrikshapattom) and ·those without such trees were 
assessedi'\o ground rent (payattupattom).· The trees treated as tax
able were the cocoanut, arecanut, palmyrah and jack. The trees were 
divided into· many classes based on· their yield and different rates 
were fixed for each class. The.wet lands were not actually measured, 
but the .extent was estimated by inspection. The rates of tax varied 
not: >only according to the quality of the soil, but also according to 
the tenure ·of the holding. This settlement resulted iri a more even 
and equitable distributioru of 'the tax burden. Lands benefited by irri
gation works constructed at the •cost of :the Government were charged 
a special cess called 'chiravari'. Another important reform was that 
land tax was· collected in money. 

3.33 By 1825, the "farmiug system for the manufacture and sale 
of. arrack and toddy was extended throughout the State. 

3.34 Stamp duty was levied for the first time in 1837 when· a regula
tion was issued . requiring documents relating to properties to be 
written in stamped cadjans. 

3.35 In the ·year 1840 inland customs duties were reduced and in 
the case of rice and other food articles the duty was completely given 
up. In 1865 the Cochin Government signed "the Inter-portal Trade 
Convention" with Travancore and the British Government. In 
pursuance of this treaty all inland customs were abolished; on all 
imports and exports by sea. duties were levied as at the British ports. 
The. c0nventioit proved to be a great boon to the State as it gave an 
impetus to the inland trade of the State. 
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3;36 Tolls on conveyances .wer.e introduced for the first time ·In the 
year 1870. 

3.37 The system of registering documents was brought into force 
in August li!75. · In 1895• a new Regulation -was• passed in iegard to 
the levy of stamp duties, and stamped .papers·•were ·introduced ·jn the 
place of stamped cadjans. In 1905 a new Court Fees Regulation 
was passed under which court fees' were' levied and 'collected· through 
stamps. 

3.38 A comprehensive settlement of all lands was undertaken in 
1905. To facilitate •this, .work a, cadastral, survey •had Jbecn taken·:up 
a .few years earlier. and classification :of soils according to fertility 
was also completed . . Pandaravaka verumpattom, was tneated. as the 
nomal tenure for settling the full State demand -and all other 1tenures 
were brought under one .. or other of. the three tenures: oLPandara' 
vaka Kanam, Puravaka and Inam. :The State demand ·on:· pandara
vaka kanam lands was 1 .made,. two-thirds of. that on verumpattom 
lands, one-third being ,waived in· lieu .. of the;extinction..of the. custo• 
mary incidence of .kanam. tenure, Xl1e pu~avaka assessment was one
half of that of pandaravaka· _verumpattam in. the case of .nilams and 
one-fourth in the. case of parambas.. For .. fixing the rates of assess
ment on nilams (wet.,lands) the .gross produce· was· estimated. by 
means of harvest· experiments • and the- outturn• thus arrh·ed at was 
commuted into money. · From :tl1is, deductions were made on account 
of vicissitudes •of season, unprofitability. 'Of thei area and· cultivation 
expenses etc., and -the balance was- reckoned- as ·the' net •produce; 
One-half of the net produce was treated as the share diJe to the· State 
in respect. of lands· held under 'the normal tenure, viz., . pandaravaka 
verumpattam,. The lands were .divided· into. 9· taram.~ according -to 
productivity and •nine rates of ;assessments were· adopted .. : .·parambas 
without. taxable ' trees were "!similarly divided. into 8- tarams, , In 
respect of lands having taxable trees the assessment. was. made· not 
on the land but on the trees. The cocoanut trees were divided into 
four classes based on• yil!ld;• ··Areca nut and jack trees were taxed at 
uniform rates throughout- the State. The ·maximum ·!lumber of trees 
assessable in an· acre was also fixed. Along with this comprehensive 
settlement all minor cesses used· to ·be 'levied from· 'landlords were 
abolished and instead a 'tllirumulka:cha' ·or royalty cess at a· uniform 
rate was levied on each holding. 

3.39 In 1904-05-.the Abkari Regulation was introduced to l'egulate 
the supply •and sale of. toddy and arrack in .the State. The exclusive 
privilege of the. manufacture ,and. sale .of country spirit and. toddy 
was sold by public a~ICtio!l or by inviting ~enders. . Licences· were 
issued for sale of foreign hquor and for tappmg for ;jaggery. 

3.40 By the Cochin R,egistration Act brought into force in 1909 
registration of· certain instrum~~~~ such ·as' gifts o~ immovable pro
pel'ty, lease of property etc. was made compulsory. 
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3.41 In 1911 12 changes were .made in the abkari policy of the State. 
The system of selling independent arrack shops was introduced. in 
certain taluks of the State. The .right to manufacture and vend 
arrack \vas 'separated from that of 'toddy, an(!' the toddy shops were 
sold independently. A duty was levied on the"arrack ·supplied from 
the distillery to the independent shops.• Tree tax was a:lso levied as 
part of the ne'Y policy. The new sys~em :w:as. exten!led to .other parts 
of the State also within a few years. 

3.42 In order to consolidate the law relating to motor vehicles in 
the State, a new Regulation•was passed in,19l87l!kmodelled on the 
Indian.Mo\or Vehicles Act. In 1922-'23 the Cochin Hackney Carriages 
Act was passed prescribing annual registration of hackney carriages. 

3.43 A tax on income . began rto, be :levied. for .the. first time in the 
State,in August.,1jl34.,. Agricultural income ;was· 1thenj.exempted from 
income,tax. .The scope of .the .Incomectax ;Regulation was extended 
subsequently by providing for the assessment of, foreign incomes also. 
A ~upertax was imposed in 1938 on incomes of companies ex<;eeding 
Rs. 50,000 and· on incomes of othi!r assessees 'exceeding Rs: 75,000. In 
1941-42·a ·new Income Tax Act was 1>assed on the •model of the Indian 
Income Tax Act ··1922. · The ·rates of 'incol:ile'tlix and ·supertax were 
also enhanced. Iri the same year an· Excess Profit Tax Act was passed 
'\\ith a· .Yi'ew •to 'tapping excess· profits al-ising out' of certain businesses. 
The rate was 60 per cent of the amount in excess of the "standard 
profit" computed on the basis of the principles laid .down in. th.e Act. 
The Income Tax Act was further amended' i'n' 1946-47 by bringing 
agricultural income also within, its .purview. 

3.-14 In 1934 the Cochin Government agreed w1th the Government 
of India and Trav3,11core· to share 'the proceeds of the customs duties. 
colleCted at lhti Cochin port. · The share of the Cochin Government 
\vas one-third· if the 'customs revellue in a year did not exceed Rs. 63 
lakhs or Rs. 2l'llikhs plus '10 per cent of the· excess over Rs .. 63 lakhs 
if the' revenue exceeded' Rs. '63 1 lakhs. · 

3A5 By the Irrigation Regulation· of 1935·36· the State Government 
was empowered ·to .levy a cess on any area.benefited by a ·new irri
gati.on work. :As regards major irrigation works: the··cess· could· be 
leYied so as to ensure a return·of 3.per. cent on the capital outlay after 
making provisioll' for· depreciation etc.• ·There was ·also ·provision in 
the Regulation to constitute Irrigation Boards for local areas to re-· 
gulate the distribution. of ;water .. of any· irrigation work. 

3.46 A tax on motor vehicles w.as levied in tl1.e State: from August 
1946 .. Tolls and .. carriage taxes levi'ed by municipalities were abolish
ed and the local bodies. were given· compensation from out of the pro
cePds of the motor vehicles tax. 

3.47 In pursuance of .the policy followed by the Indian National 
Congress,. the Government of Cochin' decided io introduce ·prohibition 



in the State by staf!(eS, and .with ·effect from 1-10".1947, the Chittur 
taluk went "dry". 

3.48 Sales tax was introduced in the State in 1946, 
of tax was fixed as follows:-

when the rate 

(i) fo1· turnover upto Rs. 10,000 
(ii) for turnover upto Rs. 15,000 

(iii) for turnover between Rs. f5,000 and 
Rs. 20,000 

(iv) for turnover exceeding. Rs. 20,000 
Rs . .144 
1% of the 

turnover. 

The rate-structure of sales tax was recast towards the end of 1948. 
Under the new system, a multi-point tax at the rate 3 pies in the 
rupee was levied on the turnover. An additional tax was also charged· 
on certain luxury articles and was collected from the first assessable 
dealer in such goods in the State. · · · · 

3.49 In 1948-49 the rates of income-tax and supertax were further 
revised and brought on a par with the rates of Central ·income-tax 
as prescribed in the Indian finance Act 1948. _The exemption limit 
fm• income-tax was raised from Rs. 2,000 to Rs. 3,000. Provision was 
also made to levy supertax at different rates on earned and unea11ned 
incomes. 

C. TRA VANCORE-COCHIN 

3.50 We have seen that the evolution of the tax systems in· the 
States of Travancore and Cochin followed more or less the same 
pattern. Not only were these States geographically contiguous, but 
their economy had several common features. Though both were 
maritime States, they had a predominantly agricultural economy ,with 
rich forest resources. Owing to the continuous contacts these States 
had with the outside world even from very, early times, a degree of 
adaptability to new developments was discernible in the people. 
Travancore and Cochin were, therefore, often ahead of many other 
parts of India in modernising social and economic systems, practices 
and institutions. The history of the lax system briefly -described in 
the foregoing paragraphs shows how the tax structure had expanded 
from time to time, undergone necessary changes and grown into new 
dimensions on the basis of the emerging political and economic forces. 
Though these States were autonomous political units, their :sovere
ignty was subject to the paramountcy of the British Crown ever 
since the British established mastery over India. The fiscal and trade 
policies of these States were, therefore, largely influenced, and inhF 
bited by the policies of the British Government. The States did not 
have unfettered freedom to pursue financial and trade policies of their 
own and to dewlop whatever tax potential they had. Even the pro
ceeds of certain duties levi<.>d in the States were made shareable with 
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the Government of India. Fo;r instance, ,since the .1930's excise duty 
on ·a few commodities-matches,, betel-nut (cured), coffee (cured). and 
tea (manufactured)-were levied by Travancore and Cochin States, 
but the proceeds were paid· to a· pool for distribution between British 
India and -the States on, the basis of, .population. 

3.51 As mentioned earlier the States of Travancore and Cochin were 
intl!grated ·on 1st July, 1949. One 'of the earliest measures introduced 
by the new Government was the extension of prohibition to four more 
taluks, thus bringing the total number. of dry tal'!IkS to u. A number 
of drastic changes were introduced in the customs policy of the State1 
All land customs at the frontiers of the State were abolished and only 
5 sea customs houses continued to function. The Indian customs 
tariff was adopted for the levy of duty, 

3.52 The outstanding event ·of fin~cial significance which .followed 
the formation of the. dew State was the 'federal financial integration' 
which took effect from 1-4-1950. The object of this scheme was to 
bring about a uniform fiscal and financial system all over the country. 
Under this scheme the following· items of revenue and expenditure 
were taken over by the Government of India: 

Items· of Revenue Items of Expenditure 

1. Cust{)mS Duties 
2. Corporation Tax 
3. Income-tax excluding 

cultural income-tax 
4 Central Excise 
5. Railways 
6. Telephones 
7. Posts & Telegraphs 

(Anchal) 
8. Coinage & Mint 
9. Patents, Copyrights, 

Trade Marks, Joint 
Stock Companies 

1 . Cost of· collection of t.:xes 
(i) Customs 

agri- (ii) Central Excise 
(iii) Income-tax including 

Corporation Tax 
2. National Highways 
3. Defence 
4. Aviation 
5. Broadcasting 
6. Meteriology 
7. Archaeology 
8. Coinage & Mint 
9. Patents, Copyrights, Trade 

. Marks, Joint Stock Companies 
10. Audit and Accounts 
11. Pensions-Military and other 

Federal Civil Personnel 
12. Privy purses of the ex-rulers 
13. Census 

It was not easy then to visualise the full impact of federal financial 
integration on· the State's flna11cial structure. The most important 
and elastic sources of revenue were taken over by the Centre (e.g. 
customs and income-tax), and these were comparatively well deve~ 
loped sources; ·too. : At ·the same time all social and developmental 
services like agriculture, industry, imgation, education, public· health 

'1348 
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etc. continued to be the responsibility of the State. Thus an im
balance between functions and resources was created which· was to 
have very serious repercussions on the Centre-State financial relations. 
As an interim arrangement the Central Government agreed to· make 
good the revenue gap consequent on the financial integration for a 
period of ten years by giving grants which woJild taper off from the 
'sixth :year. These grants were, however, set off against the share of 
divisible taxes which became available to the State since 1952-53 
under the award of the First Finance Commission. The share of 
divisible taxes soon exceeded the compensation promised at the time 
of financial integration. ' 

3.53 Sales tax o.n tobacco was introduced from January 1951. The 
separate Travancore and Cochin Sales Tax Acts were 'rep-ealed and 
a unified Act was given effect to from 1-6-1950. The scheme. of tax~ 
ation, however, remained basically a multi-point one .• with. a single· 
point tax on selected articles and an additional tax orr .certain luxur~ 
articles and tobacco at the point. of first sale. The, various • other 
taxation Acts were .also unified. The rate of basic tax .on ~an!f1evied 
in the Travancore area was revised and fixed at 3 pies per cent· of 
land or Re. 1 and annas nine per acre, with effect from 1-4-1950. This 
system of land tax was extended to the Co chin area . in. April 1956. 
The Travancore-Cochin. Agricultural Income Tax Act was. passed in 
1950 and brought into force from 1-4-1951. The Indian Registration 
Act 1908 was adopted by the Travancore-Cochin Governm'ent in 1961. 
Prohibition was extended to two more talJiks in 1950-51 and to one 
taluk in 1955-56, 

3.54 The first Finance Commission was appointed. in November 
1951 to make recommendations on the devolution of resources from 
the Union to the States. · On the basis of the C0mmission's recom
mendations the State received shares of the proceeds of the divisible 
taxes and also grants-in-aid under article 275(1) of the Constitution 
from 1952-53 onwards. 

D. MALABAR 

3.55 If;l the early p~riods, the ;Rajas of Malabar had extensive private 
properties, and the mcome der1ved from these properties was by and 
large sufficient to maintain the royal pomp and meet the limited 
administrative. expenses. The system of revenue in existence then 
wlis therefore "one of aid and perquisites and forced contributions 
rather than of fixed taxes and· assessments". Abdul Razaak a 
Persian envoy who visited Malabar in ·1442 had mentioned· about ·the 
practice followed at the Calicut port of the officers of. the Zam~rin 
levying a ta~ on the .s~le of go~ds brought by the merchants .from 
other countn~s.. Th~re 1s als!> e~1dence to show that fees were levied 
for the admm1strat10n of .JUStice. A tax· on· intoxicating liquors 
(kattichatti) was also levied in the shape of .a profession tax .upon 
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drawers of toddy and distillers of. arrack. The earliest instance of 
the levy of a land tax in Malabar occurs in 1731-32 when Kolathiri 
Ruja imposed a tax of 20 per cent on the pattom of all paddy lands, 
following the invasion of his territory by the Bednore Raja. In 1757 
the Zam01;in imposed a lezy on land called 'kavalpanam' in order to 
meet the expenses of the army kept for defence against the ruler of 
Mysore. 

3.56 A regular levy of land tax was made in 1776 by Sirdar Khan, 
the Governor and representative of Hyder Ali. This tax ranged from 
one-tenth to one-third of the pattom on paddy lands. On garden 
lands a nominal tree tax was also levied. Following the treaty of 
Srirangapattanom between the East India Company and Tippu Sultan, 
Malabar came under the rule of the Company and later the British 
Government. 

3.57 The earliest attempt to introduce a system of land tax based 
on gross produce from land was made in 1802. A detailed enquiry 
was then conducted throughout Malabar. The principles adopted in 
this assessment were more or less similar to those prevalent in the 
neighbouring States, viz. estimating the gross produce on wet lands, 
deducting· cost of seed, cultivation expenses etc., earmarking a por
tion of the net· produce to the cultivator and dividing the residue 
between the sarkar and the jenmi in a fixed proportion. Qn parambu 
or orchard lands, one-third of the coconut, arecanut and jack .tree 
produce was held sufficient for the kudiyan and the remainder was 
equally divided between the sirkar and the jenmi. A modified form 
of this kind of settlement was introduced in Wynad a few years later. 
In 1822, an additional levy called jenmabhogam was introduced at 
varying rates on ll}nds of which Government was the proprietor. 

3.58 "Farming system" for production and sale of intoxicants was 
introduced in 1860. · 

3.59 From 1870 court fees began to be levied under the provisions 
of the Indian Court Fees Act. 

3.60 In 1886 the privilege of the manufacture of arrack was assigned 
to a contractor on payment of a lump amount determined by com
petition. Arrack issued from the distillery was subject to a duty. 
The privilege of retail sales was sold by auction; in municipal towns, 
shops were auctioned separately. In the case of toddy ·a tree-tax 
wos levied on each tree tapped and the privilege to open shops for 
sale: of toddy was auctioned. The above system, first introduced in 
certain j}arts of Malabar, was extended to the whole area by 1889. 

3.61 Stamp duties began to be levied in Malabar under the provi
sions of the Indian Stamp Act 1899. 

3.62 The first systematic survey and settlement of lands was taken 
UJ> during the period 1900-1904. The distinguishing feature of the 
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assessment was that tree tax. was abolished , as also· the practice of 
imposing tax only on certain specified crops and; gardens.. Cultivable 
lands were classified according to the soil .and , tax. was .levied only 
on the extent cultivated in each year, The wet lands were .divided 
into 8 tarams. On lands regularly yielding two crops, the charge for 
the second crop was fixed at one-fourth of the first crqp., For dry 
lands, the method adopted was to deduct cultivation expenses from 
the gross produce and to make a suitable allowance for vicissitudes 
of season. One-third of the net produce was determined as the culti
vator's share and the balance was divided equally between the Govern
ment and the jenmi. Garden lands were divided into· seven tai'Ums 
and the tax for each taram was prescribed. 

3.63 There was a general enhancement .of stamp duties .in 1922 by 
about 50 per cent. The court fees were also enhanced more or less 
to the same extent in that year. 

3.64 Till 1931 there was no uniform system of levy of tax on motor 
vehicles. Local bodies were collecting taxes on vehicles. and tolls. 
Bv the Madras Motor Vehicles Taxation .Act of 1931 tolls were abolish
ed and a tax ·on motor vehicles imposed by the State. The tax was 
based on laden weight in the case of goods .vehicles, seating capacity 
in the case of taxis and buses and unladen weight in the case of 
private cars. The rates of motor vehicle tax were enhanced in 1938. 

3.65 Sales tax was introduced in 1939 by the Madras General Sales 
Tax Act 1939. The tax was levied on dealers whose turnover ex
ceeded Rs. 10,000 a year. Dealers whose turnover ranged from 
Rs. 10,000 to Rs. 20,000 were to pay a fixed monthly rate of Rs. 5. 
Turnovers exceeding Rs. 20,000 were subjected to tax at one-half 
per cent. 

3.66 During 1943 the rates of stamp duty on certain instruments 
were enhanced with effect from 1st October. There was a 100 per 
cent increase in the duties on instruments connected with business· 
while the increase in other cases was -60 per cent. ' 

3.67 Following the revival of the. prohibition policy of the Govern
ment of Madras in 1946-47, prohibition was introduced throughout 
Malabar in October 1947. The Government also decided to exploit 
sales tax further to make good the loss on account of prohibition 
The Madras General Sales Tax Act was amended for this purpos~ 
wilh effect from 1st January 1948. The slab rates of tax were replac
ed by a general rate of 3 pies in the rupee. On certain luxury articles 
such as motor vehicles and their spare parts, radio sets etc. an addi
tional tax was also introduced. Some of the exemptions were with
drawn. 

3.68 The rates of motor vehicles tax were revised with effect from 
1st July 1949. A tax on passengers and goods was newly introduced 
frnm 1st February 1953. 
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3.69 In' 1955 a tax on the incomes derived from plantations wa! 
levied: by the Madras Plantation Agricultural Income Tax Acf.1955. 
This Act was applicable only on plantations and there ·was no tax 
on agricultural incomes generally. 

E. KERALA 

3.7.0 The unification of the -tax systems in the Travancore-Cochin 
area and the Malabar area was done by stages. With effect from 
2-4-1957, the Travancore-Cochin -Agricultural Income Tax Act was 
extended to Malabar. The system of basic tax on land that prevailed 
in the erstwhile Travancore-Cochin State was brought into force 
throughout the State from 1st September. 1957.. This ·tax had, how
ever, a chequered career; the tax law was held by the Supreme Court 
to be ultra vires the Constitution. The new Land Tax Act which was 
designed to remedy· the legal defects of· the' earlier law met with the 
same fate in 1962 when the High Court struck down this Act. The 
deadlock was finally resolved by including the Kerala Land Tax Act in 
the' Ninth Schedule to the Constitution by amending the Constitution 
in 1964. In 1961 Government had· brought forward a legislation to 
levy additional land tax over and above the basic tax but this law 
was rendered ineffective when the Land Tax Act was struck down. 
The Additional Land Tax Act, however, remained in the statute book 
till< it was formally repealed in 1967. From April 1960, the Govern
ment has been levying a tax on plantations. Lands where coconut, 
arecanut, rubber, coffee, tea, cardamom or pepper is grown are 
treated as plantations and tax is assessed on them based on their 
extent or area determined on the lines prescribed in the Act. 

3. 71 Sales tax assu!lled the pride of place among State taxes in point 
of yield. Not only were the rates of tax raised from time to time but 
the whole system was rationalised in 1963 based on the recommenda
tions made by a High Level Sales Tax Committee which had studied 
the problems of administration and the difficulties of dealers. The 
rates of stamp duty were unified in 1959 and enhanced twice in 1963 
and 1967. The taxation of motor vehlcles was made on a uniform 
basis throughout the State in 1963. 

3.72 Till 1967 there was no change in the prohibition policy of the 
State of Kerala. When the State was formed, about 58.8 per cent 
of the area was in the "dry" belt where the manufacture, sale or 
consumption of liquor was prohibited. The growing revenue needs 
of the State, the difficulties in administering dry laws and wet laws in 
adjoining areas and the problems arising from the widespread practice 
of illicit distillation and manufacture of liquor led to a rethinking on 
the prohibition policy and with effect from 1st May 1967 prohibition 
was lifted throughout the State. 

3. 73 Quite recently, the State has turned to new sources for raising 
revenues. A scheme for the running of lotteries has been successfully 
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put through and in this matter the Stale has given .the lead. to .. others. 
Efforts are· also under way to take up certain commercial and busi
ness activities like a hire purchase scheme, running of chitties, collec
tion and marketing of forest produce etc. 

8.74 A detailed note on the evolution of the tax system is giver. as 
Appendix VIII. We have in this chapter attempted to indicate the 
main stages in the growth of the tax system. Far-reaching changes 
in the social order, the political system and the economic structure 
huve taken place over the .centuries and those have had their impact. 
on the tax systems. Personal and arbitrary levies meant to main
tain royal pomp and glory and military prowess have gi¥en place to 
modern systems of taxes. Taxation acquired a legal basis very early; 
and Regulations, and later. on Acts, were passed on the basis of which 
taxes were imposed .and collected. Since the coming into force of 
the Constitution several tax laws were challenged in the courts and 
some of them were struck down on various grounds. The modern 
trends in the economy opened up new sources of revenue to the State. 
If land revenue was the mainstay of Government frnances till about 
fifty years back, its importance has diminished with the emergence 
of commodity taxation and taxation of incomes. We have now 
reached the stage where, owing to the increasingly direct participa
_tion of the State in productive activities and in key sectors of econo
mic development, non-tax revenues assume far greater significance 
than in days gone by. 



CHAPTER 4. 

TAXES ON LANDS AND BUILDINGS 

4.1 Though taxation of land relates both to agricultural and non
agricultural land, the problem is generally discussed with special 
reference to the agricullural sector. The case for· mobilisation of 
addltional resources from this sector would depend upon the extent 
to which the. income or surpluses generated in this sector is tapped. 
The imp}ementation' .. of the Five Year Plans has resulted in a pro
gressive step·up in public outlays in the agricultural sector. Under 
the First Plan,, the outlay . was Rs. 600 crores for' ,the. country as a 
whole; "it rose., to Rs.. 980 crores under the Second Plan and further 
to Rs. 1718 crores ·under the Third. But the studies made by the 
Planning Commission have revealed that in 1950-51 the agricultural 
sector paid only Rs. 186 crores in taxes while it received Rs. 286 
crores out of the current expenJiture of the Government. On the 
otlret ·hand the non-agricultural sector paid Rs. 391 crores in taxes 
and received only Rs. 286 crores. The net flow of funds. into the 
agricultural sector has considerably increased over the plan period. 
In 1961-62 agricultural sector received Rs. 781 crores from the current 
budget of the Government while it.paid only Rs. 413 crores by way of 
taxes. As the patterns of taxation and outlay have not undergone any 
material changes since then, it can be concluded that the same' trend 
persists now. 
4.2 _Income from agriculture increased from Rs. 4 780 crores in 
1950·5 t to Rs. 10,930 crores in ·1966-6 7. The agriculturists in general 
have benefited not only from increases in farm productivity .but al.so 
from .. favourable market conditions. The bulk of the. benefits that 
accrued to this sector has, however, gone to a small section of well
to-do. farmers who, on account of their position. of vantage and by 
their political pulls imd pressures, have been able to annex a signi~
eaQ.t portion of the. aids and subsidies offered by the Government. 
The following observations have· been made in the Planning ·Com
mission's note:-

Indicative of the unequal distribution of.·income in the agri
cultural sector, about three-fifths of the increase in agricultural 
income in ' recent years . ·.accrued, it is estimated, to farmers 
having ten acres or more of land. These well-to-do farmers 

Note: The facts and figures quoted in paragraphs 4.1 to 4.3 have been taken 
from the paper on "Mobilisation of Additional Resources from the 
Agricultural Sector for the'· Fourth' Plrui" prepared by the Plamiing 
Commission and circulated to the members of the National Develop
ment Council. 



72 

whp account for nearly 61 per cent of the total operational area 
affd belong to about 15 per cent of the rural households, it is 
obvious, also got bulk of the benefits arising from the facilities 
provided in the form of better se·eds, subsidised fertilisers and 
pesticides and loans and subsidies for other purposes". 

Such a situation leading to the concentration of wealth in the upper 
income strata of .tile agricultural sector was only to be expected 
because of the defective framework of our planning characterised 
by an almost total neglect of the distributive processes. 

4.3 The available data regarding sector-wise incidence of taxation 
show that agricultural sector is relatively undertaxed. This has 
been very well established through several studies such as the one 
undertaken by the Taxation Enquiry Commission in 1953-54, by Dr. 
K. N. Raj, Dr. Ved P. Gandhi and Dr. E. T.' Mathew though there 
have been some differences between these studies with respect to 
the coverage and methodology. ·The Planning Commission has 
recently made the following estimations in regard to sector-wise tax 
incidence. 

1953-54 1958-59 1965-66 
I. Agricultural 

I nco me (R~. in crores) 5,200 6,089 9;080 
2. Non-agricultural 

Income (Rs. in crores) 5,280 6,520 ll,260 
3. Direct taxes 

on ( 1) (Rs. in crores) 74.5 103.6 134.2 
4. Indirect taxes 

on ( 1 ) (Rs. in crores) 185.9 326.2 855.9 
5. Total taxes 

on ( 1) (Rs. in crores) 260.4 429.8 990.1 
6. Direct taxes 

on (2) (Rs. in ~rores) 164.4 237.0 594.1 
7. Indirect taxes on ' 

(2) (Rs. in crores) 218,9 4:05.3 1,157.4 
8. Total taxes on 

(2) (Rs. in crores) 383.3 642.3 1,751.4 
9. (5) as a per cent 

of (1) 5.0 7.1 10.9 
10. (8) as a per cent 

of (2) 7.3 9.85 15.6 

4.4 The tax potential revealed by these studies underline the need 
for stepping up efforts at mobilising resources from the agricultural 
sector. But one has to pay adequate attention to the differing abili· 



ties to pay of various income groups within the agricultural sector 
w'hile dealing with its relative incidence. Considering the ·patterns 
of development in the agricultural sector, a. steeply progressive tax 
an agricultural incomes may have to be designed. The land taX too 
which has dwindled into comparative insignificance has to be given 
increased attention. In this chapter we are dealing· with taxes· on 
land and builJings, . as also with irrigation rates .and betterment 
levy which are relatively of minor importance. 

A. Taxes on Land 
History of land taxes 

4.5 Land tax or land revenue as a share. of the .produce. of the land 
is one of the· oldest taxes that .held a 'dominant. position in our 'early 
fiscal systems.. With .the. growth and diversification. of the econom..< 
the relative importance of .]and as the source• of wealth·· declined\ 
so, . too, the taxes -based. on .land. But even .now land tax in one 
form. or other exists all over the world. The methods of-levying 
it vary from country to country .. For example, in some. countries rit 
is based onthe capital value of the land, the value being determined 
periodically; in some. countries it is. based on. the .unimproved or the 
public value of the land or that part of the capital value. which· iS; 
not due to the efforts or investments of the owners or occupiers.: The 
net produce of the land forms the basis of tax in some other'countries 
and by the term net produce is meant the gross. produce minus the 
cost of production which includes the cost of. cultivation and cost· 
of maintenance of the cultivator and his family. Some countries 
base the tax on the annual value of the·land which means the -produce 
minus the earnings of the management. 

4.6 In India the system of sharing a part of the produce :from .the 
land 'with the King or the Chief of the community had.,been in. 
existence from time immemorial. The. King's share was one ·sixth 
of the gross produce in the days of Manu and was paid in kind .... The 
assessment of the King's share in . monetary terms was . the .. first 
important development that took place in modern times .... It ,:was 
Emperor Akbar who reformed the system of land revenue. assess~ 
ment and laid the foundations of a land revenue policy which con
tinued, with suitable_ modifications; upto the present times .. The 
principles he introduced were.measurement of all lands by a uniform 
standard, classification of lands based on the nature of soil, fertility 
etc., determination of the average produce and commutation .of the 
produce into cash. These principles formed the cornerstone of ,the. 
land revenue settlements in India sinc-e then. The development .of 
the land revenue system has not, however, been on .. the same 
lines throughout the country. In those areas which now fall within 
the States of Punjab,- Maharashtra, Mysore, Madras al'ld Kerala; lands 
were surveyed, measured and settled on some definite principles." In• 
Rajasthan and certain parts of Madhya. Pradesh, extensive areas 

4[US 
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'Were• left, unsurveyed and no scientific principles were followed in 
assessments. The lands falling in the present States of Uttar 
Pl'adesh; Bihar, Orissa and West Bengal had a permanent settlement 
during the· :British .rule under which the liability to pay the tax was 
fixed on the Zamindar or the intermediary between the Government 
and· the cultivator. The next important development in the land 
revenue .system ·took place after independence when the Zamindari 
system was· abolished .and land reforms were put through in most' of 
the States fixing a ceiling on holdings and conferring proprietary 
rights on the cultivator. 

4 . .7 In the constituent units of Kerala State, the regular levy . of 
land .revenue commenced only during the eighteenth century. The 
Rajahs ·and chiefs who ruled over various parts of the State till 
then possessed lamis over which they had jenmom rights and the 
income··f·rom these lands was, by and large, sufficient to maintain 
theirrpomp and power. Occasions of war necessitated· special levies 
from; •the land holders, but these levies were discontinued as soon as 
conditions· were restored to normalcy. In Travancore, systematic 
taxation of land· dates from 1750-51 when King Marthanda Varma 
ordered<.a ·survey and assessment of ·lands in the whole State. The 
principle of·periodic assessment was accepted and the tax once. fixed 
was in··fciree· only· till the next settlement. The last settlement was 
conducted·• between 1886 and 1911. · In the Cochin area, land· tax 
on< a ·limited •scale' was first 'introduced in 1762 to meet the expendi
tul'e consequent on the wars with the Zamorin of Ca!icut and the 
King. of • Travancore; The assessment was made on the basis of 
·ol'al.enquiries. · The first regular· survey of lands was made only by 
the beginning of the nineteenth century. In 1814-15, a Kandezhuthu 
settlement of parambas (dry and garden lands) was initiated and a 
few ·years· later nilams (wet 'lan:Js) were taken up for survey and 
settlement. The last settlement in Cochin was conducted between 
the.years 1905 and 1909. This· was preceded by a. cadastral survey 
throughout the State and Classification· of soils in different localities 
according· to fertility. ·The history of land tax in Malabar begins 
ftom" the· invasion of Hyder Ali', i.e., by about 1760. Sardar Khan, 
who· governed 'Malabar as the representative of Hyder Ali, introduced 
a ''huzzur niguthi' on paddy lands, ranging from one-tenth to one
third of the .pattom. Following the fall of Tippu Sultan, Malabar 
became· a· part of the British territories. The British levied land 
revenue on· the basis of certain ad-hoc principles. It was during 
1900-04 'that ·a proper survey and settlement of lands was conducted 
iD.'Malabar; and the tax for the various types of lands-wet, garden 
and dry-fixed. The last revenue settlement in Malabar including 
Kasaragod was starte·d in 1926 and completed in 1934. 

<i.S·· The survey and setllement of lands is a time-consuming process 
req~g :the employment of trained staff on a large 5c;al~. The pro
cell&es mvolved. in • assessment are: 
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(i) classification of soils into classes and grades; 
(ii) determination of the grain out-turn of each> class and- grade 

of soil; 
(iii) determinataion of cultivation expenses; 
(iv) fixation ·of•commutation rates and conversion of grain out-

turn into money; ' · 
(v) determination of the cultivator's share and the proprie\q(s 

share. 
The rates determined on the basis of such elaborate: cadastral surveys 
remain static over _decades. They cannot automatically. reflect ,the 
benefits accruing on lands through ·measures of. rural ·development. 
Proportionality of the rates makes· the -system inherently r~gressive: 

4.9 In: Travancore· and Cochin the principle followeddn-.assessment 
was ta estimate· first the gross produce from the land.· I Deductions 
were made for cultivation expenses etc., an.i the net produce -was :then 
colllilluled into, money. From the commuted out-turn the cultivatol''.S 
and .. Governmenfs shares were. fixed in the ,prescribed. pnoportion'. 
In Malabar, area, .the out-turn for each sorf of soil· . .was ;fixed :and .the 
same was converted into .money. From this. deduc.tions-.we:r'~"made 
for cartage, merchant's profits and cultivation expenses.. ·'Ilhe 
remainder 'of. the commuted, out-turn was;divided between-..the,_culth• 
vator and- the Government· at fixed proportions. 

4.i10 In the last settlement, lands were broadly classified·. into wet, 
d~;y and_-' garden; each category was further divided·_ into; va:clous 
\farams'· based on fertility of the soil, productivity and other relevant 
factors .. Wet .lands ·were again classified into single cropdands and: 
double crop lands. The number of taramS' adopted for ,wet ·lands 
was 13 in Travancore, 9 in Cochin excluding· Chittur, 7· -in• Chittun 
taluk, 8 in -the plain. taluks of Malabar and 9 in Wynad. •Thecl!ates 
of tax vatied from ten annas to· thirteen rupees- per acre:Jn:T.ravanr 
core, from one rupee to, nine rupees per acre -in Cochin, .ruuj., _from 
fourteen annas to· seven rupees and fourteen annas- in .Malabar, . The 
above rates were for single crop wet lands. Double cr.op- wet lands 
were assessed at one and a naif times- the above rates in Travan, 
core and- Co chin· ali.d at one .and a quarter times ·in Malabar:. 

4.11 In Travancore and Cochin ·lands other than-wet lands were 
subjected to ' two types -of assessment. Lands having- asses,sable 
yielding trees (cocoanut, arecanut and jack trees) were· assessed on 
the basis of the number of such- trees. Separate--rates of• tax ·were 
fixed for these trees. Cocoanut trees· were divided into classes based 
on• potential yield and each class- was taxed at a 'different rate. 'Dry 
lands, i.e., lands whePe there were no taxable trees, were ·chat>ged
with ground tax, the rates varying with the 'taram' _·of ttie land.· 
The· number of' 'tarams fixed· f-or dry lands· was· 6 in Travaneorec.an\i-
7 in· Cochin, and the rates- of tax ranged from ·2 annas to"about 
2 rupees. 
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4,.12 In Malabar, dry lands and garden lands were separately 
assessed. In the ·plain taluks of Malabar 8 tarams were adoptej for 
dry lands, the rates varying from six annas to two rupees and four 
annas. Garden lands were converted into standard acres based on 
the p.umber of .trees (10 .bearing cocoanut trees Qr 120 arecanut trees 
or"5 jack trees were equivalent to one standard .acre);. they were 
divided into 7. tarams with the rates ranging from one rupee and 
three. ·annas to eight rupees and five annas. In Wynad dry lands 
and garden lands were divided into developed and undeveloped 
~ands. or 1estataa, and different rate.» fixed for the various· tru:ams, 

4.13 The land revenue demand is. closely. interlinked. with the 
tenures under which the lands were held. . There were numerous 
land tenures in. Travancore like pan,daravaka, devaswom, kJandu
kriBM, lrl'eepanidarooaka and lrl'eepad<Ym under which there were 
several sub-tenures such as kuthagapatWm, otti, inam, etc. Of the 
several tenures, it was only pandaravakaa pattom which discharged 
the full State demand. The other tenures were all either favourably' 
assessed. ones or tax-free. In · Cochin. the numerous land· tenures 
that had ·existed were reduced considerably at the last settlement. 
The major. land tenures which continued were pandaravaka ·verum
pattom, panilnlravaka kanam and puravaka. Pandarovaka verum
pattom formed.- the normal tenure which discharged the full State 
demand. In Malabar till the last resettlement, lands were classi~ 
.fied into private jennnom lands and Government jenmom lands. In 
the last resettlement, this classification was changed as "old hold
ings" and "new holdings", the latter being assessed at a higher rate. 

4.14 Since 1930 land revenue settlements have not been attempt.~d 
in. any part of India. The conditions of depression of the early 
thirties' which had affected agriculturists were not favourable for 
revision •of assessments. Then came the Second World War· the 
pre-occupations of the war left very little time or resources with the 
Provinces or States in India to go ahead with the leisurely, cumber
some and expensive procedures of a survey and settlement. In 1933 
the· then Travancore (}ov~rnment had actually drawn up a scheme· 
for . re_settlement, . b~t thiS was pos~~oned an~ later on given up 
followmg' 'a rethmkmg on the pohC!es relatmg to land revenue 
assessment. In 1946, the Government of Travancore issued the Land 
Tax Proclamation usher~ in a new chapter. in the history of land 
tax in the State. . According to this Proclamation, all lands in the 
State-whether wet or dry or garden, or under whatever tenure 
held-were subjected to the levy of tax at a fiat rate. The rate 
adopted in the Proclamation was 4 cask per cent of land (about 
14 annas or 88 paise per acre) the minimum tax payable by a land 
holder in a village being 4 ckuckram.s (about 14 paise) per annum 
irrespective of the extent of land held by him in the village. Lands 
belonging to the Breepadmanabha temple (lrl'eepandaravaka lands ) 

' ' 
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the private lands of the Maharaja of Travancore (sreepadom and 
kandukri8hi lands) and free holdings belonging to the Edavaga;is of 
Edappilly, Kilimanoor, Vanjipuzha and Poonjar were not brought 
under the new scheme. Three years earlier Government had intro
duced agricultural income-tax as a first step towards simplification 
and modernisation of taxation of agriculture. · The rates of agri
cultural income-tax were raised with a view to compensating the 
fall in the yield under land revenue by the introduction of the basic 
tax. 

4 .15 In 1950 the rate of basic tax was revised to 3 pies per cent, 
i.e., Re. 1 and annas 9 per acre. Even though the States of Travan
core and Cochin were integrated in 1949, the land revenue system 
was unified only in 1956. Till then land revenue continued to be 
collected in the Cochin area according to the old settlement rates. 
The Travancore-Cochin Land Tax Act passed in 1955 was made 
applicable throughout Travancore-Cochin State from April, 1956. 
The kandukri8hi lands which by that time had been transferred to 
Government under the Kandukrishi Proclamation of 1949 and the 
edavagai lands over which Government acquired rights under the 
Edavaga4 Rights Acquisition Act 1955, were also brought under the 
scheme of basic tax. Only Sreepandaravaka lands and Sreepadom 
lands continue to be assessed at the old settlement rates. 

4.16 After the formation of the Kerala State on 1st November, 1956, 
the question of unifying the systems of land revenue assessment 
in Travancore-Cochin and Malabar was taken up and it was decided 
that the basic tax system should be extended to Malabar. The 
Travancore-Cochin Land Tax Act was, therefore, amended in 1957 
making it applicable to Malabar area also. Thus, from 1st 
September, 1957, the basic tax system came into force throughout 
the State, and simultaneously the rate of tax was raised from one 
rupee and nine annas to two rupees per acre. 

4.17 Though basic tax was meant as a nominal impost, there were 
vast undeveloped areas in Malabar where the productivity was so 
low that payment of the tax was felt as a heayy burden. The 
legality of the Land Tax Act was therefore challenged. In December 
1960, the Supreme Court declared the Land Tax Act uJ.tra vires the 
Constitution on the ground that there was lack of provision in the 
Act for reasonable classification of land for purposes of assessment. 
Following this, the Kerala Land Tax Ordinance, 1961 was promul
gated. By this Ordinance lands were classified into two groups, 
viz., lands yielding a gross income of Rs. 10 or more per acre per 
annum, and those yielding a gross income of less than Rs. 10. In 
the case of lands coming under the first category the rate of tax 
was fixed at a fiat rate of Rs. 2 per acre per annum. On lands 
yielding a gross income of less than Rs. 10 per acre, the tax was 
limited to one-fifth of the actual or potential gross income. This 



78 
Ordinance was iater on replaced by the Kerata.Land Tax,Act of 
1961. This Act was also struck down by the High Court. of Kerala 
in 1962 on the ground that it was violative of Articles 14, 19, and 31 
of the Constitution. 
4.18 With the striking down of t,p.e Land Tax .t\.ct, the State h;a.d 
legally reverted to the land tax systems that were in existence pr-1or 
to the introduction of the basic tax system in the. various areas. 
But as the ·revenue settlements were made 11everal years back, the 
assessments had become long out of date. The settlement registers 
were not maintained up-to-date. Partitions and transfers of lands 
had taken place in the meanwhile and the land tenures, too, had 
undergone changes. In, these circumstances! it was impossible . to 
switch back to the old· settlement system w1thout a cOmJ?reheruuve 
survey of the lands and a de-novo assessment. A redeemmg aspect 
of the basic tax system was thJe abolition of the subtle distinctions in 
regard to assessment based on a complex system of land tenures. 
The Land Tax Act was, therefore, more a land reform measure 
than a fiscal enactment, and so it was decided to protect the 
Act from attacks in courts of law. The Kerala Land Tax 
Act was accordingly included in the Ninth Schedule to the 
Constitution of India along with several land reforms legis
lations by amending the Constitution. The Act was also given 
retrospective operation from 1st April, 1956 in the Travanco:-e
Cochin area and from 1st September, 1957 in the Malabar area. 

4.19 In 196i'an additional tax on land was imposed with a view. 
to raise resources for the Third Plan. The rate of the additional 
tax was Rs. 2 per acre where the gross income was not less than 
Rs. 20 per acre per annum subject to the further condition that the 
total of the land taxes should not exceed one-fifth of the gross 
income. Holdings below two acres were exempted from this new 
levy. The additional land tax had, however, only a short period of 
existence. In 1962 when the Kerala High Court struck down the 
Land Tax Act, 1961, the ~dditi_onal Land Tax A.'ct became inoperative. 
The Act, however, remamed m the statute book till 1967 when it 
w.as formally repealed. 

4. 20 From April 1960, a tax on plantations is being levied under 
the Kerala Plantations (A;dditional Tax) Act, 1960. Lands where 
one or more of the followmg are grown are treated as plantations 
for the purpose of assessment of plantation tax. 

(i) Cocoanut trees; 
(ii) .Arecanut trees; 
(iii) Rubber plants; 
(iv) Colfee plants; 

(v) Tea 'plants; 
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(vi) Cardamom plants; and 
(vii) Pepper vine. 

The rate of tax originally fixed was Rs. 8 per acre. Holdings of 
less than 5 .acres as well as, the first two acres of holdings above 
5 acres were exempt from this levy. The plantation tax is payable 
by· the assessee in addition to basic tax. The Act was amended in 
1967 with the object of raising the tax from Rs. 8 to Rs. 20 per acre. 
The revised rates expressed in terms of hectare ;1re given below:-

(i) Where the aggregate extent of plantations 
held by a person is below two hectares. Nil 

(ii) Where the aggregate extent of plantations 
held by a 'person is 2 hectares or more; 
(a) on the first one hectare Nil 
(b) on the remaining extent Rs. 50 per hectare. 

The new rates took effect fro.rp..J.§t April 19~ For purposes of 
assessment the area is converted into standard hectares. One 
standard hectare is equivalent to the area containing 200 bearing 
cocoanut trees, or 1500 bearing arecanut trees or 450 yielding rubber 
plants or 1500 yielding coffee plants or 100 yielding pepper vines. 
But if the area of land held by a person is less than the extent 
determined on the above basis, the actual area alone will be taken 

· as the basis for assessment. In the case of tea and cardamom, how
ever, there is no provision for conversion into standard hectares; 
the' actual extent on which there are yielding crops is taken as the 
basis for the purpose of assessment. · The normal demand under 
plantation. tax on the basis of the revised rates is estimated to be 
Rs. 60 lakhs a year, 

4. 21 To give relief to the small land holders, the Government have 
exempted lands not exceeding two acres in extent from the levy of 
basic land tax with effect from 1st April, 1968. The loss of revenue 
consequent on this concession is of the order of Rs. 40 lakhs a year. 
With this exemption, the basic tax demand stands reduced to 
Rs. 80 lakhs a year. 

4.22 Basic tax and plantation tax together mostly constitute the 
land revenue of the State at present. Normally the collections 
from both these taxes will be about Rs. 1.4 crores. Besides there 
are· certain miscellaneous items of receipts which account for e bout 
Rs. 50 lakhs a year. Thus the contribution from land revenue 
to the State exchequer will be around Rs. 2 crores, i.e. 3 per <'.ent 
of the State taxes and duties. The fall in the relative importance 
of land revenue during the last decade will be clear from the fact 
that in 1957-58 it had accounted for 9 per cent of ~tate taxes and 
duties. 
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Future Pattern of Land Taxes 

4. 23 The land revenue system is on trial all CfV~r . the coun~y. 
It has been criticised for its lack of progressLV1ty and eqU1ty. 
There is an in-built rigidity in the system which has be~ome more 
pronounced since the days of the Second ~orld y;tar owmg to the 
non-revision of the assessments at prescnbed mtervals. Some 
States have attempted to introduce flexibility into the system by . 
imposing surcharges; additional surcharges and local cesses on land 
revenue. In certain cases the surcharges have been as high as 
one and a half times of the tax. The inevitable draw back of the 
system of surcharges is that the inequities and imbalances that 
have crept into· the original assessment are accentuated by these 
additional imposts. While the increases in. the prices of agricul
tural produce have boosted up farm incomes, the contribution from 
land revenue has been dwindling in relative tenns over the years. 
The Taxation Enquiry Commission (1953-54) has pointed out that 
the all-India receipts from land revenue as a proportion of total 
revenue has come down from 69 per cent in 1793-94 to 8. 6 per CE'nt 
in 1953-54. As an instrument for siphoning off the savings of the 
agriculturists, land revenue has proved itself ineffective. Critics 
are also not wanting who question the very ethics of this levy. 
According t6 them, the land revenue system is a relic of the old 
feudal order and kingly rule when it was a. symbol of the overlord
ship of the feudal chief or the king; it is an anachronism which 
should be shoved back into the dust-bin of history. Thus the 
future pattern of land taxes has become the object of lively dis
cussions throughout the country. 

4. 24 In the last two years steps were taken by several State 
Governments towards a partial or a total abolition of land revenue. 
Punjab and Haryana have exempted holdings below 5 acres from 
land tax; the exemption limit in Kerala is 2 acres, while Madhya 
Pradesh has exempted holdings upto 7;.'2 acres as a first step to
wards complete abolition. Orissa and Bihar have gone ahead 
with progFammes of abolishing land revenue. In Uttar Pradesh 
relief has been given by discontinuing the surcharges. The ques
tion of abolishing land revenue was taken up by the Governments 
of Madras and Mysore also, though it was not pursued to its con
clusion. In a scheme of progressive taxation, it is usual to give 
exemptions to the weaker sections and it is obviously with li. Yiew 
to introduce an element of progressivity into the land tax system 
that exemptions to small holders have been given by some of the 
States. But a system of exemptions of tax based on area suffers 
from certain drawbacks. For example a pierSon owning an acre of 
fertile garden land or wet land another owning an acre of un
cultivable waste land get the same monetary relief. Further 10uch 

exemptions may encourage sub-division of holdings and fictitious 
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transfers of land with a view to escape tax lhibility, resulting in 
loss of revenue to the· Government. 

4.25 Before entering into a discussion on the future~:Pattern of 
land taxation in the State, the question whether the agricultural 
sector in Kerala is adequately taxed has to be examined. It is a 
matter of common knowledge that the contrib1,1tion of the rural 
sector by way of taxes has been much lower than that of the urban 
sector. A rough estimation of the contributions of both th$e 
sectors is attempted in the following~ table:-

(1968-69 Budget Estimate) 
Taxes Rural Urban Rural Urban 

(Rs. in lakhs) 

(a) Land Revenue 100% 180.0 

(b) Agricultural Income Tax 100% 280.0 

(c) Stamps & Registration 20% 80%. 108.8 435.2 

(d) Excise Duty 60% 40% 561.0 374.0 

(e) Vehicle Tax 35% 65% 194.3 360 .. 7 

(f) Sales Tax 24% 76% 660.2 2090.8 

(g) Other Taxes and Duties 65% 35% 230.1 123.9 

2214..4 3384.6 

Direct Taxes 568.8 435.2 

Indirect Taxes 1645.6 . 2949.4 

Note: (I) The allocation of tax revenue between the. urban and rural 'sectors 
is based on an empirical study by Dr. Ved P. Gandhi. The method 
of allocation may have certain limitation and.drawbacks but these 
would not affect the validity of the conclusions drawn. 

4IS48 

(II) The relative tax burden of the two sectors Is worked out only with 
reference to State taxes and duties. If the .Central taxes are also 
added, the disparity would be much wider. 
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The F~Jtio of rural to 'l.!rban population iiJ, Keralil. according to 1961 
census is 85 : 15. The per capita incidence of the ·taxe!l on thJe rural 
and urban population can be worked out as follows:,-

Rural 
zg68-69 (Estimate) 

Urban 

Ta;r Per Tax Per 
revenue Population capita revenue Population capita 
Rs. in in lakhs Rs. in in lakhs 
lakhs lakhs 

Rs. Rs. 
Direct Taxes 568 & 171.37 3.32 435.2 30.24 14.39 
Indirect Taxes 1645.6 9.60 2949.4 97.53 

Total 22I4A 12.92 3384.6 II1.92 

The entire rural· population is not, however, solely dependent on 
agriculture; a si2.1eable number is engaged in commercial activities, 
services etc. Hence the disparity in per capita tax of the agricultural 
and non-agricultural sectors may not be so wide as that between the 
rural and urban sectors shown in the above tablie. But this will not 
affect .the validity of the finding that the agricultural sector is con
siderably under-taxed when compared with the non-agricultural 
sector. · The average tax incidence in the agricultural and non-agri
cul,tural sectors can also be worked out with reference. to the State 
income.' For the yeai' 1964-65 the incidence of the State taxes (direct 
and indirect) on agricultural income at current prices works out 
to 4 per cent, while that on non-agricultural incomes works out to 
6. 7 per cent, as shown below: 
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4. 26 As explained in the opening paragn.phs of this chapter, the 
contribution· of the agricultural sector to the pool of resources hiU! 
not been commensurate with the ·benefits derived by it under the 
Five Year Plans. .From the point· of view of mopping up .internal 
resources, this sector .has to play a vital role in the years to come. 
Even within the sector, the growing disparities in strata-wise incomes 
have to be reduced progressively. .Any scheme of taxation of · agri• 
culture has therefore· to . be formulated ·with reference to these 
realities. 

4. 27 Several persons who gave evidence before the Committee have 
expressed the:rriSelves·in favour of the continuance of land· tax in some 
form or other. Some of them have stated that. the tax ;receiptconsti· 
tutes a proof of ownership of the land. . Again land tax is an old tax 
which, as the. dictum goes, is ·no tax at all. In othel' words,· the tax 
is .often paid ungrudgingly and there is lesser tax resistance than in 
the case of other taxes developed in. more recent times. In a State 
where per capita availability. of land is very low, the possession of 
land is stated to, be.a privilege fo:t which a tax could justifiably be 
imposed.J, 'l'he separate levy of a plantation tax has, however, come 
in for criticism. It is stated that the procedures for assessment o~ 
this tax are needlessly cumbersome and that in the interest of con· 
venience a:rid simplicitY· all taxes on land should be integrated: mto 
a sing!!! levy. :. The de:tJartme~?-tal officers h~v~ also averred• that 
plantation tax JS not being satisfactorily admm•stered and the. staff 
at the cutting edge level have yet to develop the expertise in asses,&, 
ment procedures. 
4.28. The various alternatives that may be considered while design· 
ing a tax pattern for land are: 

(i) the continuance of the present system with exemptions of 
snui.ll holdings;. 

~ii) the abolition of land taxes and complete reliance. on agn~ 
cultural income-tax for ta.'<dng the agricultural sector; 

(ill) the revival of. the settlement system; and 
(iv) the levy of land tax with refet:eilce. to capital value. 

4. 29 Continuation of the present system with or without exemptiO!I 
of small holdings will not result in sizeable revenue. Though simple 
.the basic tax is neither equitable nor pro~ive. · It is beiilg pro
tected by its inclusion in the Ninth Schedlile to tlie Constitution~ 
As such it is not amenable to amendments incorporatiilg dynamism 
and progressivity. Nor is it possible to mount a few ceases on the 
basic ta,x. The yield from the plantation tax as a~istered today 
is not attractive. In the context of extra-ordinary· pressure of 
population on available land exclusive reliance on agricultural income 
tax will leave all but a -few thousands from the tax net. As such its 
revenue potential will be relatively small. 
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4.3fr Land revenue based on its rental value determined on the 
basis of the properties of land (quality of the soil, topo~9:ph~ of 
the field and location as related to climate), source of 1rngation, 
distance from the market and other relevant information gathered 
through cadastral surveys is still in vogue in ·a truncated form in 
many of the States. The land registers and large-scale· maps de, 
veloped in this process could be ·used in the administration of land~ 
based credit and other farm improvement programmes as well as 
for planning and execution of land reforms. Ceases of various kinds 
and surcharges are also conveniently hooked to land revenue. But 
as mentioned earlier cadastral surveys are cuml:!ersome, time con
suming and ' expensive. Proportionality of the · rates makes the 
systE!m inherently regressive. Ceases tagged to land revenue cannot 
change its regressive character. Unless made highly graduated, even 
the surcharges· on land revenue cannot make it progressive. But 
the basic defect of the system is· that since surveys are repeated 
only at very· long intervals the basic rates remain static over de
cades; and, in the interregnum, the rates do not refl.ect the benefits 
accruing to land through dynamic measures of rural development. 
As such it is not advisable to go back to the system of survey and 
settlement. 

4.31 After a thorough examination of the implications of the 
various alternatives available, the Committee would recommend the 
adoption of capital value; which quickly reflects a:n the dynamic 
changes in the environment, as the most flexible and progressive 
basis of land taxation provided a machinery could be created for a 
periodic revision of the capital value of land. In the long run such 
a basis would prove to be highly productive. It can replace some of 
the minor taxes such as the plantation tax and betterment levy. 
The base might lend itself to graduation in the rates. If need be 
ceases and surcharges could be motinted on it without losing its basi~ 
progressivity. It would also provide-a frame work of reference to 
deal with the problem of tax evasion in registration and stamp duties 
arising from transactions in landed property. 
4.32 The question then arises whether the State is legally competent 
to levy a tax based on the capital value of lands under the provisions 
of the Constitution. . There is a view that ta:ca.tion of capital value 
is within the exclusive province of the Union Government and hence 
this question merits some discussion here. The following are the 
entries in the Seventh Schedule to the Constitution, which are relevant 
to this issue: 

(i) Entry 86 of List I (Union List)-Taxes on the capital 
value of assets, ex.clusive of agricultural land, of indivi
duals, and companies; taxes on the capital of companies. 

(ii) Entry 49 of List II (State · List)-Taxes on lands '"'d 
buildings. ....... 
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It is sometimes a,rgued that, since .JIDder Entry 86 of List I, the Union 
Government has been given the power to ·tax the capital value of 
assets including non-agricultural lands and buildings, the State 
Government is not competent to impose a tax on lands and buildings 
based on capital value. The question was specifically considered by 
the High Court of Madras while disposing of a batch of writ petitions 
on the Madras Urban Land. Tax Act 1966 (Writ Petition No. 2835 
of 1967 etc.). It may be mentioned here that this Act provided for 
the levy of a· recurring annual tax on urban lands at 0. 4 per cent 
of their market value. The .Alct was challenged on the grounds that 
it was outside the competence of the State Government to levy such. 
a tax and that there was excessive delegation leading to arbitrary 
exercise of powers by departmental officers in the determination of 
market value. . It was unanimously held by the full bench consisting 
of five·judges·who heard the case that it was within the legislative 
competence of the State to impose a tax on lands and buildings based 
on their capital value and that such a tax would be conceptually and 
basically different from the tax on the capital value of assets con
templated in Entry 86 of List I. (Section 6 of the Act was, however, 
struck down on the ground of excessive delegation). The following 
extracts from the judgments (all the judges pronounced separate 
judgments) are relevant:-· 

" ........ the. theocy that the constellation of Entries in List I 
precludes the State Legislature from taxing the capital value of lands 
and buildings cannot be accepted ...... " 

• • • • 
"There is really no conflict between Entry 86 of List I and Entry 

49 of List II; the differentia are sharp and the bases are totally diffe
rent. The fact that taxation ·under Entry 49 of List II may· have 
vecy similar incidence on the subject of the tax as a fiscal enactment 
under Entry 86 of List I is quite beside the point" • 

• • • • 
" ........ on a proper interpretation the Entry 49 of List II 

clothes the State Legislature with the power to tax the capital value 
of lands and buildings" . 

• • • * 
"Entry 49 of the State List does not say whether the tax there

under should be on the market value or on· the annual value. · All 
that it says is "Taxes on Lands and Buildings". We do not see why 
as a matter of construction of the actual words used, they should be 
confined to a tax on the annual value and why the tax should not 
be on the market value so long as it is in essence and fact a tax on 
lands .and .. buildings.per se. The words employed -do not expressly 
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or by implication forge any limitation upon their scope as to. the kind 
of measure of tax to be. adopted". 

4.33 Elaborating the distinction between :the nature.of the lev~es 
contemplated in Entry 86 of List I and Entry 49 of List IT the Chief 
Justice concludes thtos:-

"Entry 49 has nothing to do With the :individual or his wealth; 
the tax runs With the land, as in this case,.and the enciunbrance on 
the land is irrelevant. Even if the Union Legislature segregates for 
taxation a portion ·of assets, such as land and 'its ·building under 
Entcy 86, that would be a different base of fiscal power and a wholly 
different tax. Again, the tax under Entry 49 could even faU. on the 
occup~er ~f the. land, and not merely ~m th~ owner. . Ne~t~ I would 
unhesitatingly mterpret Entry 49 as mclu<lmg a legu!lative compe• 
tence to tax the capital value of the. subject for this reason~" 

4.34 Shri Sleervai in his book "Constitutional Law of India'' explains 
the distinction as follows:-

"Again, a tax on land and buildings based on their capital value 
as a measui"e of taxation would not be a tax. on the capital value of 
assets because such a tax must ascertam_the value of ''asset", and 
if lands or buildings were mortgaged, the tax would be on the equity 
of redemption, whereas the encumbrances would be irrelevant for 
the purposes of a tax on lands and buildings." 

4. 35 The issue also came before the Supreme Court in Sudhir 
Chandra Nawn Vs. Wealth Tax Officer, Calcutta and Others (Writ 
petition Nos. 153 to 155 of 1967) . The relevant portion of the ,judge
ment is reproduced below: 

"ThJe tax which is imposed by Entry 86 List I of the Seventh 
Schedule is not directly a ·tax on lands ·and buildings. It iS a tax 
imposed on the capital value of the assets of individuals and com• 
panies, on the valuation date. The tax is not imposed on the com
ponents of the assets of the assessee; it is imposed on the total assets 
which the assessE!e owns, . . . . . . . . . . . . In certain exceptional cases, 
where a person owes no debt and is under ·no enforceable ·obligation 
to discharge any liability out of his assets,. it may be possible to 
break up the tax which is leviable on the total assets into components 
and attribute a component to lands and buildings OWIIJed by an 
assessee. In such a cas~, f;he compoll:ent out of the total tax attri
butable to lands and buildmgs may m_ the matter of computation 
bear similarity to a tax on lands. and buildings levi~d on the capital 
or annual value .under Entcy 49 List IT. But the iegtSlative authority 
of Parliament is not determined by visualising ·the possibility of 
exceptional cases of taxes under two different heads operating simi 
larly on tax payers. Again, Entry 49 List li of the Seventh Schedul; 
contemplates the levy of .tax on lands and buildings . or both. as 
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Units ..... · ..... , ...... .'.11ax on lands alid buildings is directly imposed 
on lands and'. buildings, a1,1d bears a definite relation to it. Tax 
on the capital •val\J.eJ 'of; assets beam no definable relation to lands 
and buildings whlch'may form a comporuent of the total assets of the 
assessee .................. For the purpose ··of · levying . tax· under 
Entry 49 List II the State Legislature may adopt for determining the 
incidence of, taxi the.,annual or the capital value of the lands an'd. 
buildings~ But Jhe ,adoption .of the annual or capital value of lands 
and buildings .for determining tax liability will not, in our judgment, 
make the- fields'"of.rlegjslation· under the two entries oVJerlapping." 

4. 36 Thus the posit~on, has beeri made :unambiguously clear that 
the State· can, le'VY~i'.tax ,on' land·.based on the capital or market 
value·and that tliis· ta:H;'is .a different type of levy from the. tax on 
capital value· of assets 'Whi.ch falls within the domain of .the Union 
Government. 

4.37 Local bodies :in the State· are levying a property tax on. lands 
and buildings situated in 1;heir .jurisdiction based genernlly on annual 
letting valu!'l or-sometimes on ,capital- ,value. Recently, the levy. of 
property tax by Mattancherry Municipality on the basis of capital 
value was challenged before .the High Court of Kerala on the ground 
that such a levy was . not covered by Entry 49 of List IT. Relying 
on, the judgment ofJhie Supreme Court,in Sudhin Cl;landra Nawn Vs. 
Wealth Tax Officer, Calcutta .. and others, the Kerala High Court held 
that the above contention has no force whatsoevei' and that the levY 
cannot. be impugned ·on• the .ground that thJe basis .of the tax. is the 
capital value- .of. land. 

4. 38 In view o~ 'the· preponderance of jucliciai opinion, there is no 
need for any apprehensions about the feasibility of levying a tax on 
land. with reference to the capital value. . We now proceed to outline 
broadly the scheme 'of th'e proposed· taxation. 

(i) The tax may be levied on all lands irrespective of whethei' 
they are put to productive use or not, and irrespective of the purpose 
1io which they are put to use. The differences· in their production~ 
potential will be duly• reflected in their values on which the tax is 
tQ be based. 

(ii) The tax, may be. collected from those. who are fu posses
sion of the land. 

(iii) As local bodies are also levying property tax which is in 
some cases at least based on capital value, it is -necessary to demar-. 
cate the fields· of taxation of· the State Government and the local 
bodies. ' The taxing power of the local bodies may be confined to 
bnildings and building sites. The building site may be defined as the 
plinth area of the building. The provisions of the enactments re
lating to the taxing powers of the local bodies may be snitably 
amended. 
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(iv) The rate of tax may be expressed as !!-,percentage of the 
Capital value as deternlined from time to time. A ceiling of one 
per cent of the value may be :prescrib~d within ..yhich the Govern
ment may vary the rates from time to time dependmg.upon the order 
of the resources to be raised.. The· tax will thus have the needed 
fleldbility. 

(v) There should be a valuation machinery to detern!ine the 
value of the lands throughout the State. The values once fixed may 
be in force, normally for a period of five years. There should be 
arrangements for quinquennial revision. It should also be provided 
in the legislation that, in the event of a substantial alta-ation in the 
capital value of any land brought about within this five year periocl 
by unforeseen circumstances (such as large scale destruction of 
yielding trees), the assessee concerned can apply for a revision. of 
the capital value of the land a~d get his tax liability appropriately 
refixed. 

(vi) The valuation should be done on the basis of the ma;rket 
value, that is to say, the price which· it would reasonably fetch if 
sold in the open market, having regard to its situation, present condi
tion, utility and so on. In determining the market value, the price 
paid for the land or for similar lands in the recent yea;rs may be 
taken as an important guide-line. The valuation staff may collect 
the required data from the Sub-ID!gistry. O~ce, or !rom the Depart
ment of Survey and Land Recocds, by s1te mspections and through 
local enquiries, and determine the value of each property. A certain 
percentage of the valuations should be checked up by the superior 
officers. Before the value is determined the land holder should be 
given an opportunity to file objections ;regarding the monetary 
amount of the value. There should also be provision for hearing 
appeals. 

(vii) As an incentive for development of. lands by self-efforts 
a rebate on increases in value due to private investment may be 
given, while assessing the tax liability. 

4.39 The land tax and plantation tax which -are now being levied 
by the .State Government and the property tax (except on buird•· 
ings) levied by the local bodies may be discontinued on the imple~ 
mentation of ou;r proposal for ~evy of land ta~ based on capital value. 
In 1967 the Government had mtroduced a Bill for the levy of a tax 
on non-agricultural lands with the object of realising a part of the 
increments in values that have accrued in urban areas consequent 
on public investments and other factors of urbanisation. The Bill 
has not yet reached the final stage. Under the scheme of taxation 
of land proposed by us such increments in land values will be duly 
ta~en into a~count while making the .assessment and there will be 
no need for a separate tax on non-agncultural lands in urban areas 
For the same reason, the betterment levy in areas having irrigatio~ 
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facilities, .which, however, has remained on. paper owing to problemS 
of assessment of incremJental values, may also be discontinued. Thus 
there will be only a single rational levy on land. The tax may be 
assessed and collected by the State Government,. but the proaeeds 
may be made ovei' to the.local bodies whose :resources.have to be 
built up wbJen the scheme of democratic decentralisation popularly 
known as. the Panchayati Raj is implemented. .We shall revert to 
this aspect in greater detail while dealing_ with local finances. 

4. 40 · TbJe administration of the new tax wouid necessitate the streng
thening of the· departmental machinery. The· special staff employed 
in the assessment of plantation tax and the staff now engag~ed in the 
assessment and· collection of land tax, betterment levy etc., can be 
diverted for the work relating to the ruew tax. It may· still be neces
sary to appoint additional staff for the work of initial valuation of 
the lands throughout the State and for subsequent quinquennial 
revisions. Considering the higher productivity of the new tax and 
other incidiental advantages, it will, however, be worthwhile to incur 
such -additional expenditure as may be found necessary for this 
purpose. For instance a proper valuation of lands may lead. to 
increase of revenue in other directions e.g., undie'l' stamps and :regis· 
tration fee by reducing the scope for understating the monetary 
consideration in documents. · 

Irrigation cess and betterment. levy. 

4.41 Irrigation cess, or water rates as it is called, represents the 
cost for .the service of providing water from irrigation projects 
constructed at the expense of the State. Betterment levy is a charge 
or tax meant to tap ·the unearned increment in· -land values conse
quent on the provision of irrigation facilities; it is a capital levy 
representing a portion of such unearned increment, though it . is 
.realised and collected in annual instalments over a period of time. 
There is no uniform legislation for the assessment and collection 
of irrigation cess or betterment levy in the State. Separate enact
ments are now in force in the Travancore-Cochin and Malabar 
are·as. They are:-

(i) The Travancore-Cochin .-Irrigation Act 1956; 
(ii) The Malabar Irrigation Works (Construction and Levy of 

Cess) ·Act, 1947; 
(iii) The Madras Irrigation Cess Act, 1865; and 
(iv) The Madras Irrigation (Levy of Betterment Contribution) 

Act. 1955. 

(a) Irrigation Cess. 
4.42 Under the Travancore-Cochin Irrigation Act, 1956, irrigation 
works are classified into major and minor for the purpose of the 
levy· of water cess. .Major· irrigation works · comprise all works 
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(including iift irrigation works) irrigating or- useful for the drainage 
or protection of an extent of over 200 acres. For the purpose of 
levy of irrigation ·cess, major irrigation works fall under two 
categories-those undertaken before 1-1-1943 and those undertaken 
on or after that date. The cess leviable on land benefited by the 
works of the first category is fixed on an acreage basis so as to 
(;nsure a return not exceeding 3 per cent on the capital outlay. On 
lands benefited by major irrigation projects constructed after 
-1-1-19.43, waters cess at rates ranging from Rs. 5 to Rs. 10 per acre 
is levied. Lands made fit for cultivation on which more than one 
paddy crop 'could be raised are subjected to the ceiling rate of 
Rs. 10 per acre. On lands benefited by minor irrigation works 
(i.e., those with an ayacut of over 5 acres but not exceeding 200 
acres) the rate of cess is fixed to ensure a three per cent 
return on capital subject to a maximum of Rs. 3.50 per act'e. 
Works with an ayacut of 5 acres and below are treated as petty 
irrigation works and are the responsibility of the Panchayats who 
are empowered to levy irrigation cess subject to a ceiling of Rs.. 3.50 
per acre. With effect from 1st April, 1967, Government have sus
pended the collection of irrigation cess including the outstanding 
arre·ars in respect of minor and petty irrigation works. 

4.43 On lands benefited by lift irrigation sche!lles undertaken by 
the Government, the following· ·rates are charged::_ 

First crop Rs. 5 per acre 
Second crop Rs.. 10 per acre 
Third crop Rs. 15 per acre 

If water is supplied for all the three crops, a consolidated rate .of 
Rs. 25 per acre is levied. 

4.44 The Malabar Irrigation Works (Construction and Levy of 
·cess) Act, 1947 is applicable to the Malabar area excluding Kasargod 
a11d Hosdurg Taluks whe're the Madras Irrigation Cess Act, 1S65 is 
in force. Irrigation sources are divided into classes and different 
rates are prescribed in respect of each class. Even under' the same 
class, the rates vary for the -first crop and for the second crop and 
also depend upon whether' the land is systematically irrigated or 
only occasionally irrigated. Higher rates have, however, been pres
cribed in respect- _of: major irrigation projects like Malampuzha, 
Mangalam and Walayar. 

4.45 The question of introducing a unified law for the levy of 
irrigation cess has been under consideration since 1958; -the unified 
~ill has. not yet reached the final . stage. The collection of · irrigll
hon cess has been. far from satisfactory. _Though the demand 
raised . is of the order of . Rs. 40 lakhs, collections have seldom 
exceeded Rs. 20 lakhs. There ·have been · nunierous complaints 
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that demands have been raised on landij ·not_ benefited by the_ 
irrigation works •. On complaints made by the affected parties, the 
collection. of. ·cess has had .to be stayed in· a large number of casl's. 
From' our· discussions with the concerned .officers, we understand 
that there have been anomalies in fixing the. ayacut of the irri• 
gation works particularly in the Cochin area and that special staiT 
has been appointed to investigate into ·all such cases. In 1966, 
Government had. issued orders excluding house-sites, rocky and. 
other' uncultivable lands and lands situated at very high lev<lls 
from the ayacut lists. We hope that the· special efforts now made 
in ·investigating all doubtful cases and eliminating demands wrongly 
made will be followed up. 

4-.46 The Nijalingappa Committee set up by the Government of 
India to suggest ways and means of improving financial returns 
from- irrigation projects has made the following recommencla 
tion:~ 

"Water rates should be. on the basis· of a suitable percentage 
of the additional net benefit to the farmer from an irrigated 
crop· \Vhere, with the available data, this cari be worked out, 
These rates may be fixed ,iit 25%. to 40% of the additional 
ne.t benefit keeping in view factors like rainfall, water require" 
ment, yield and value of crop etc. Where it ·is ·not feasible to 
work' out the additional net benefit, water rates may be fixed; 
to. start with, as ·a suitable percentage of gross income to the 
farmer from the irrigated crop: Rates in this case may be 
5. to 12% of the gross income and shoUld be worked_ up to; 

Water· rates should be reviewed every 5 years. Required 
data regarding additional net benefit should be continuou~l'l 
collected for this purpose". 

4.41 The above recommendation underlines the need for revisin~ 
the rate~ of irrigation cess in our State. The present rates were 
'fixed long ago; the· principle should be that water rates should 
1>rdinai'i.ly cover working expenses ·and at least a portion- of debt 
charges. ·- Irrigation cess _is not,. really. a tax, but is only. the cost 
for a ·service · rendered.- In this ·respect it is analogous to the 
charges for the supply· of power "Or- drinking -water. -Unlike other 
welfare· measures irrigation facilities which are financed from the 
general revenues of the State are· available -only to the people in 
the areas commanded by the · irrigation system. It is therefore 
only proper that those who avail themselves of this facility pay 
for it and do not impose a . burden on the rest of the commu
nity' ·We, therefore, recommend- that -early steps should be taken 
to· unify· the laws relating ·to -the levy of irrigation cess and. that 
the rate~ may be suitably revised in keeping with _the ·above obj<;c~ 
tives.- · Care ·should- however be taken, -while actually \mposiug the 
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cess, to ensure that the burden falls only on those who are actunUy 
benefited ·by the scheme~ For this purpose it is necessary, as early 
as possible after completion of each project, to :have a detailed 
survey of the lands benefited, before the Government starts collec
tion of water rates. 

{b) Betterment levy. 
4.48 The Travancore-Cochin Irrigation Act, 1956 provides for the 
levy of betterment contribution from the land holders whose lands 
are benefited by major irrigation works, the construction, expansion 
or alteration of which has been undertaken by the Government on 
or after 1-1-1943, the contribution being levied only after the expiry 
of two years from the date of provision of the irrigation facility. 
The Madras Irrigation (Levy of Betterment Contribution) Act, 1955 
also contains a similar provision which empowers Government to 
levy betterment contribution from land owners benefited by the 
major irrigation works undertaken on or after 1-1-1947. Under 
the Travancore-Cochin Irrigation Act, lands are to be divided into 
suitable classes with reference to their .tarams and commandability 
and the annual increase in their gross produce consequent on the 
provision· of irrigation facilities· is to be estimated with reference 
to the average of the prices prevailing during the preceding five 
years. Twenty times the annual increase in gross produce is 
deemed as the increase in the capital value of each class of land. 
The amount of the betterment levy is fixed as one-fourth of the 
difference between the increase in the capital value. of each class 
of land and the cost of making such land fit for advantageous culti
vation. More or less the same procedure is laid down in the 
Madras Act applicable to the Malabar uea except for the difference 
that ten times of the annual increase will be the increase in the 
capital value of land and the rate of contribution will be one-half 
of the difference between the increase in capital value and the cost 
of making the lands fit for advantageous irrigation. 

·1.49 Betterment levy has fallen due for collection in respect of 
four irrigation pro.iects in the Travancore-Cochin area and four 
proiects in thl" Malabar area. The assessment of betterment lcvv 
('Ould not, however, be fin·alised in respect of any of the COID· 
pleted irrigation pro.iects in the State owing to the procedural and 
legal difficulties involved. The classification of lands into 'tarams' 
ls a difficult proposition and the procedure enunciated for esti
mating the gross produce is cumbersome. The revenue settle
ment in the State was conducted decades ago and settlement 
records are not maintained up-to-date especially after the intro
duction of basic tax, with the res111t th'at these records cannot be 
relied upon for classification of lands .. · Further, there are no relia
ble stati~tics to work out the annual increase· in the gross produce 
of each class of land. Again the increase in the capital value. of 
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land does not solely depend upon the annual increase in the gross 
produce; it is dependent on several other factors also. This makes 
it difficult to estimate the appreciation of land· values .consequeut 
on· the provision of irrigation facilities alone ... In these circum
stances it has not been possible so far to ·assess betterment 1evy 
in respect of any of. the . completed projects. Knowledgeable per
sons who met the Committee were. pessimistic about the final out
come of any of the measures taken or proposed to be taken for the 
assessment and collection of betterment lery. 

4.50 When· the scheme of taxation of land based on capital value 
recommended earlier·-is introduced, betterment levy can be discon
tinued. The increase in the capital value due to irrigation facilities 
will be duly taken care of by the levy of the new land tax. 

B. Tax on Buildings. 
4.51 In 1961 the. Kerala Buildings Tax Act was passed with a 
view to levy a non-recurring tax on buildings based on their floor 
area or plinth area. The rates of the tax were as fol!ows:-

Floorage Rate 
1. Where ·the total floorage of a building 

is less than 1000 sq. ft. Nil 
2. Where the total floorage of a .building 

is 1000 sq. ft. and more but does .not 
exceed 2000 sq. ft. 10 paise per sq. ft. 

3. Where the total floorage . of a building 
exceeds 2000 sq. ft. but does not 
exceed 4000 sq. ft. 20 do. 

4. Where the total floorage of a building 
exceeds 4000 sq. ft. but does not 
exceed 8000 sq. ft. 30 do. 

5. Where the total floorage of a building 
exceeds 8000 sq. ft. but does not exceed 
12000 sq. ft. 40 do. 

6. Where the total floorage· of a building 
exceeds 12000 sq. ft. 50 do. 

'fhe above Act came into f~rce from 2nd March 1961 and all build
ings the construction of which was completed on or after that date 
came under the purview of the Act. Buildings used for religious 
or charitable or educational purposes and for factories are exempt
ed from the tax. The Act was challenged before the High Court 
which held that it was violative of article 14 of the Constitution. 
The following extract from the judgment of the High Court will 
throw light on the defects of the scheme of taxation contemplated 
by the Act. · 
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"The base of the tax is either the capital value of the ht.nd 
and. the buildings or the annual letting value of the land and 
buil<lings. And the theory of taxation appears. to be that-in 
order .that there . may ·.be an equitable distribution · of the 
burden of taxation, it is necessary to resort to some such 
method. The .procedure . is often, though not always, to tax 
the rich and let off the poor. The value of the property 
therefore always loomed large, and in fact, it appears to me, 
has been the only guiding principle on the basis of which the 
impost is to be made. The value of the property in a sense may 
be guaged with reference to the value of the income that may 
be earned from the property. If disregarding this basis, which 
seems to have been uniformly accepted in almost ·all the civi-· 
lizerl countries in the world, an impost is made, it becomes an 
arbitrary impost which cannot satisfy the · requirements of 
reasonableness, or equality. Only· a gtance at the statute and 
the averments in the affidavits in support of these petitions is 
sufficient to satisfy any one that the Act purports to impose 
an arbitrary levy. The floorage has been defined in the sta
tute. This has reference only to the basement excepting when 
then• is a first or second floor. The basement has nothing 
to do with the quality of the buildings, its location, its ·use
fulness and much less its yalue or for that matter, the incom~. 
that can be derived from that building. A building may be 
located .in a busy town or city. Its value will be much higher 
than its counterpart elsewhere due to various reasons (the 
cost of construction,· the cost of land in which it is built etc.} 
and the letting value will also be different from that of a 
similar building situated in the country. Both have been taxed 
in the same manner. . This has resulted in inequality. The 
inequality arises from lack of classification". 

The DiVision Bench of the High Court and the Supreme Court 
before which appeals were filed also held that the Act was not 
sustainable. 

4.52 The local bodies in the· State are levying a tax on buildinl!s 
called 'building ·tax' or 'property tax', base~ on the annual -rental 
value. of the buildings. .We consider that it is necessary to iinpose 
a· tax on buildings with reference to their capital cost. The ques
tion whether the State has the legal competence to levy a tax on 
lands a:!ld buildings wi~ reference. to their capital val~e has already 
been d1scussed by us m the earher paragraphs dealmg with land 
tax .. from _the extract of the judgment of the High Court striking 
<_\own the. Kerala Building .Tax Act, 1961 given above, it will be cle-1r 
that. it ·i~ within the. powe~:s of the State to levy a tax based 011 
capital-·value of buildings. We, therefore recommend that a non
recurring tax may be imposed on buildings constructed· hereafter 
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or in respect of which_ major repairs and improvements ate ttndet· 
taken hereaftet. The rates of tax may be fixed on a progressive 
scale as follows·:-

Tax rate as percentage 
Value •of building of the value of the 

building 
Below Rs. 10,000 Nil 
Rs. 10,000 and above but below Rs.20,000 ! 
Rs. 20,000 and above but below Rs. 30,000 1 
Rs. 30,000 and above but below Rs. 50,000 2 
Rs. 50,000 and above but below Rs. 1,00,000 3 
Rs. 1,00,000 and above but- below Rs. 1,50,000 5 
Rs. 1,50,000 and above 8 

4.53 The tax may be levied as soon as the construction is com
pleted and may be collected in lump or in four quarterly instal
ments. A rebate of 1 per cent of the tax may be given if the tax 
is paid in lump within the time fixed in the demand notice. In 
the cas~ of buildings constructed in various stages, the tax may 
initially b.e imposed at the time it is first put to use and then 
revised in every successive stage. For this purpose, a fresh valua
tion may be made on each occasion ·and the assessment deter
mined. on the basis of the aggregate capital value at that time with 
provision for necessary deduction for the amount of tax paid pre
viously. 

4.54 The valuation of buildings may be done applying the princi · 
pies followed by the P.W.D. in the matter. The work can be 
entrusted to the same ·machinery that would be set up for the 
valuation of lands for the purpose of assessment of land tax. 
Keeping this in view, it may be ensured that, while creating a 
valuation machinery in the Land Revenue Department, necessary 
staff who have the expertise in valuation of buildings is also drafted. 

4.55 The· levy of a non-recurring tax on new buildings as suggested 
by us will incidentally serve the purpose of checking extravagant 
private expenditure on construction of residential buildings. Under 
a · scheme of progressive rate structure, the burden will fall only 
on those who are able to pay and that too in proportion to their 
ability. 

Summary of conclusions and recommendations. 
l. All the recent studies made in sector-wise tax incidence 

show that the· agricultural sector is undertaxed and that 
there is need for stepping up. efforts at mobilising resources 
from this sector. The bulk of the benefits that have 



ll.ccrued to agriculture under the Five ·Year Plans. has, how~ 
ever, gone to a small section o~ well-to-do farmers. T_a~a
tion of agriculture has to take mto account these realities. 

(Paragraphs 4.1 to 4.4) 

2. The agricultural sector in Kerala is undertaxed when com
pared with the non-agricultural sector. 

{Paragraph 4.25) 

3. Continuation of the _present system of land tax, with or 
without exemption of small holdings, will not be desirable 
in view of the limited revenue potential. 

{Paragraph 4.:.!9) 

4. The system of land revenue based on rental value deter
mined on the basis of the properties of land necessitates 
cumbersome, time-consuming, expensive cadastral survP.ys. 
Since the surveys are repeated only at long intervals, the 
basic rates remain static over decades and in the interre
gnum the rates do not reflect' the benefits accruing to land 
through dynamic measures of rural development. Hence 
it is not advisable to revert to the system of survey and 
settlement. 

{Paragraph 4.30) 

5. Capital -value which quickly reflects · all the dynamic 
changes in the environment is the most flexible and pro
gressive basis of land taxation. In the long run .such a 
system would prove to be highly productive. 

· {Paragraph ·i.31) 

6. It is within the legal competence of the State to levy tax 
on lands and buildings with reference to their capital 
value under Entry 49 of List II. 

{Paragraphs 4.32 tv 4.371 

7. The rate of land tax may be expressed as a percentage 
of the capital value determined from time to time subject 
to a ceiling of one per cent. 

{Paragraph 4.38) 
8. There should be a ·valuation machinery to determine the 

value of lands throughout the State. The values as onc•i 
fixed may be in force normally for a period of five· years. 
There should be arrangements for · quinquinnial revision. 
There should also be provision to revalue lands even dur
ing this five year period on the. application of the assessee 
in exceptional cases where a substantial alteration in the 
value has heen brought ·about by ullforeseen circumstances 

(Paragraph 4.38) 
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9. The procedure for valuation may be generally on the lines 
indicated in (vi) of paragraph 4.38. 

(Paragraph 4.38) 

10. As an incentive for development of lands by self-efforts, 
a rebate on increases in value due tQ private investment 
may be given. 

(Paragraph 4.38) 

11. The basic land tax and th!l ptantation tax that are now 
levied by the State Government and the property tax 
except on buildings that is levied by the local bodies may 
be· discontinued. Also the proposal for the leVy of a tax 
on non-agricultural lands need not be pursued. 

(Paragrapn 4.39) 

12. Early action should be taken to unify the laws relating to 
the levy or irrigation cess. The rates of irrigation cess 
may also be suitably revised keeping in view 
the objectives indicated in paragraph 4.47. Care 
should however be taken, while actually imposing the 
cess, to ensure that the burden falls only on those who are 
actually benefited by the scheme. :For this purpose it is 
necessary, as early as possible after . completion of each 
project, to have a detailed survey of the lands benefited, 
before the Government starts collection of water rates. 

(Paragraph 4.47) 

13. Betterment levy on lands benefited by irrigation schemes 
may be discontinued as the increase in capital value con
sequent on the advent of irrigation will be duly taken 
care of by the taxation of land based on capital . value. 

(Paragraph 4.50) 

14. A non-recurring tax on buildings inay. be levied based on 
their capital value. Buildings newly constructed and exist
ing buildings in respect of which major repairs and 
extensions are undertaken hereafter may be brought 
within .lhe" scope of this tax. The rates of tax may be 
as suggested in paragraph 4.52. . 

(Paragraphs 4.52 and 4.53_1 
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CHAPTER 5 

AGRICULTURAL INCOME-TAX 

Historical background. 

5.1 Taxation of agricultural income in. Indi:~o is comp;u:atively of 
recent origin. Tho.ugh income-tax was in existence in Inpia since 
1860, agl"icultural income was exempt f~;om taxation .till th~ passing 
of' the Government of India Act, 1935, except fo~ twq sho:rt periods 
of nine years in all. By the Government''of India Act 1935, the 
Provinces were. 'empowered to levy tax on agricultural incomes. 
~ummnt. to this, Bihar lllv:ied. the tax in 1938, foll,owed by Assam in 
1.939. Bengal introduced, agricult~ral il).come-ta)t in 1!!~4. Not 
all 'the States. ·are levying. tp.is tax cv:en now. 

5.2- The princely States . of Travancore and Cochin had full auto
nomy in the field of taxation. lncom!J-tax was introduced in Tra
vancore in 1097 M.E. (1921-22 A.D.} and agricultural income-tax 
was· levied fo1 the first time in 1119 M.E. (1943-44 A.D.). Two 
years later thl' Travancore Land Tax Proclamation of 1121 was 
promhlgated by which basic tax ·at a low and uniform rate was 
introduced in replacement of the system of land revenue based 
on · settlem!Jn4 In view of the loss of revenue consequent on 
the introduction of basic tax, the Government decided to tap agri
cultural income furfuer. A unified income-tax law; (Travancore 
Income· Tax Act, 1121) was introduced providing for the levy of 
tax·· on agricultural incomes ·on the same lines as business incomes. 
The minimum taxable income was fixed as Rs. 2,000. The Act also 
cqntained, Provision for the levy of supertax on that portion of 
assessed income which exceeded Rs. 20,000. In the State of Cochin 
agpcu1fural ineome;tax W.as ·introduce(! in the.· ye'a~ ·1122 M.E: by 
am~~di~g the Co~hu~: ·Inqo~e Ta:c Act, 1117 .to prov1de for taxation 
o~ aw.-.i~~It~ral m~o~E!S· Thus, at the lime. of int~gration of 
Travaticore and Cocfun States on 1-7-1949, ·agncultural mcome-tax 
wrui iii" existence hi both the States as part of' the general income
tax. 

5.3 With the adoption of the Indian Constitution taxes on income 
other than agricultural income vested with the Central Govern
ment an~ the States were left with t!t~ power to levy t~xes on agri· 
cultural mcome alone. These proVIsions of the Constitution came 
into effect from 1-4-1950 by the scheme of Federal Financial Inte
gration. Under the Finance Act, 1950, the Central Government took 
over ·assessment of all incomes except agricultural income. The 



S~a~e , G~vern.mel!-~,o~ w~on,t,f~ll tJ:te right llf .Ievy~ng and Mllecti~g 
agr1ctiltural Iii.come·-tax enacted the Travancore-Cochin Income Tax 
Act, 1950. TJ,te. Act \ta§ iiu>.«reH~ci ~ainly 'o~. tlie 1iriE:s. pf the .Iiidlli!i 
Income· Tax . Act, 1922. Provision W'as made to 1exdude cultivatitni 
expenses, ,ariiount i>_aid as' I9.nil tax _or rent; h1ter~st on mortgag~ 
etc.; while calculating the . totai agricW.tural income. This :Act 
came into force from 1-4-i951. During tlie 1nteHm petiod '(i.e., 
1-4-1950 to 31-3-1951) ·agricultural income-tax )Vas levied and 
collected in the Cochin and Travancore ·areas under tlie income 
Tax Acts in force in the respective territories. 

5.~ On the eve of the reorganisation of States the rate strut:ilire 
of agrihuithral 'inconHl-tait was: 

Rate 
(a) bn the first Rs. 1,500 of the Nil 

total agricultural income 
(b) On the next Rs.. 3,500 of the Nine pies in the rupee. 

total agricultural income 
(c) Oii the next Rs. 5,000 of the One ann:a and rilne pies 

total agricultural income in the rupee. 
(d) dn the next Rs. 5,000 of the Two annas ,and tim pies 

total agricultural income in the rupee. 
(e) On th1·• balance of Four annas in the rupee. 

total agricultural income b 

Incomes · belpw Rs. 3,000 in the case of individuals and Rs. 6,000 
in ·the case of Hindu undivided families, etc., were exempt from the 
lax. In the case of companies, tax was charged at the maximum 
rate of fotir annas in the rupee on the whole of the total agricul
tural income; Besides a ·basic tax on agricultural income ·at slab 
rates as given above there was also a super tax ranging from two 
ann as, ,to. six and a half. annas in the rupee on individauls, Hindu 
undivid,eq families, etc., having a total agricultural income exceeq7 
ing _ Rs. . 25,00!}. In the case of companie! supertax was levi.ed , l!t 
a, flat- rate of 2 annas in the rupee. Agricultural Income Tax was 
also behig levied in the Malabar area under the. Madras Plantations 
.:\,gricuitural Income Tax Act, 1955. This was restricted in applica
tion to incomes from plantations. There was . no supertax as in 
Travimcore-Cochin. The Agricultural Income Tax Act which wa<J 
in force in Travailcore-Cochin was extended to Malabar area coil· 
sequent on the reorganisation of Stales. Certail) changes wer-e 
~so, .~adc in the . structure of the tax. . In respect of supertax , i>l!; 
com.pan~es, _ a slab rate was _ introduced ranging f':"(Jm .12, pai.~lj 
to. 37_ paise .. as again~t. the existing flat of 12. paise (2 ann~s), 
per rupee .. The rate for the highest slab ,in the case of individll<tls 
etc., was fixed as 41 paise in the rupee'. 
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5.5 With effect from 1st April, 1960, the. minimum taxable limit. 
wa~ raised. from Rs.. 3,000 to Rs. 3,600 .. Provi~ion .was. m~de for_ 
compounding the tax . payable by assessees fallmg m the ~ncoml) 
slab. of Rs. 3,600-5,000; at a lump sum of Rs. 75. · Fr!lm ,April19.61 
the high~st rate of supertax was reduced from 37 ,pa~se .~o 31 pms~ 
in the case of companies and from 41 paise to 34 patse m the case 
of individuals, Hindu undivided families etc. 

5.6[ Certain important amendments to the Agricultural. ~ncome Ta.x 
Act were made in 1964 by Act 12 of 1964. The 'defimbon of agn
cultural income was amended to be in conformity with the provi
sions. in the Indian Income Tax Act. This was made in view of 
the provision in Article 366(1) of the Constitution that. agricultura~ 
income means agricultural income as defined for the purposes 
of the enactments relating to Indi:an income-tax. The concession 
of composition of tax rates was extended to incomes not exceed
ing Rs. 7 ,000. 

5.7 {The Agricultural Income Tax Act was further amended with 
effect from 1st September, 1967. According to this amendment the 
highest rate of supertax on agricultural income in the case of com
panies was increased from 31 paise to 37 paise in the rupee and 
h1 the case of individuals, Hindu undivided families etc., from 
34 paise to 41 paise. · 

Rxisting System. 

5.8 The above resume of the evolution of the agricultural income
tax shows that the State has been ·comparatively active in taxing 
agricultural incomes. The revenue from this source which was 
Rs. · 183 lakhs in 1957-58 has gone up to Rs. 332 lakhs in 1967-68. 
Only Assam gets a higher revenue. from this· source ... And,. as·. 1.~ 
Assam, the bulk of the revenue in Kerala comes from plantation 
companies. 

5.9. The tax s,!yucture comprises a basic agricultural income-tax 
and. a. supertax(i,)i DifTerent rates are adopted: (a) for individuals· 
Hindu undivided families etc., and (b) for companies. No tax i~ 
leviable if the total ·agricultural income of an individual is less 
t!tan ~. 3,~00. In the case of a Hindu undivided family the exemp
tion hmtt ts Rs. 6,000. Also, the first Rs. 1,500 of the income of an 
~ssessee (o~er. than a company) is ex.empt from agricultural 
mcome·-tnx; stmtlarly the first Rs. 25,000 1s exempt from supertax. 
~or companies. there are no ~uch. exemptions. Agricultural 
mcome at a umform rate of 25 patse m the rupee is payable bv 
compani~s on their entire .agricultural income. The rates of super
tax. ~pplicable to compames vary .from .12 paise in the rupee tQ 
37,patse. In th~ c~se of . assessees other t~n companies a progressive 
rate structure ts m force for .. both . agnclll.tural income-tax ·and 
supertax; the rate ranges from 5 paise to 25 paise for agricUlturBI 
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income~tax and from 12 paise to 41 p·aise for supertax. · Undm 
the Kerala. Surcharge on Taxes Act 1957, a surcharge at 5% of 
the tax assessed is also levied. 

5.10 There are certain basic differences in the schemes of taxation 
of non-agricultural incomes and of agricultural incomes. The Central 
Income Tax Act provides for personal allowance and family allow
ance as well as deductions on account of contributions to provident 
funds and life insurance policies. Again, the exemption limit under 
the Central Income Tax Act is Rs. 4,000 in the case of individuals and 
Rs. 7,000 in the case of Hindu undivided family etc., while. under the 
State Agricultural Income Tax Act the limits are Rs. 3,600 and 
Rs. 6,000 respectively. On account of these differences, the incidence 
of. Central Income-tax is lower on incomes of individuals etc., up to 
Rs. 30,000. But on incomes above this level the Central income-tax 
is higher. 

5.11 In regard to companies, the Central Act makes a distinction 
between foreign companies and domestic companies. Again, under 
the latter category, companies in which the public have substantial 
interest are taxed at slightly lower rates. A further distinction exists 
even among private enterprises, i.e. between industrial companies and 
others. Under the Agricultural Income Tax Act, all companies are 
treated alike irrespective of whether they are foreign or domestic, 
public or private. 

5.12. Agricultural income-tax is generally conceived of as a supple
ment to land revenue, and probably this accounts for the halfhearted 
manner in which most of the State Governments in India have been 
taxing agricultural incomes. The States which raise substantial 
resources from land revenue are not generally keen on imposing agri
cultural income-tax. In Kerala land tax is being realised only at a 
low uniform rate without due consideration to the productivity of the 
land and this probably explains the comparatively greater importance 
attached to agricultural income-tax in the State. We are not in 
agreement with this approach to the question of agricultural income
tax. In our view this tax should be conceived of as a supplement 
to the general income-tax. Elsewhere in this report we are recom
mending measures for augmenting land revenue. Even if by the 
adoption of these measures a sizeable revenue is raised from the agri
cultural sector there is still need and justification to levy agricultural 
income-tax. Land revenue and agricultural income tax are funda
mentally different types of imposts. When non-agricultural incomes 
are being taxed in a systematic manr~er by th~ Central Government, 
there is no valid reason to exempt agncultural mcomes from taxation. 
Agricultural income-tax is a progressive tax and is related to the 
ability of the tax-payer. It would thus make up for any possible 
deficiencies in the system of land taxes and bring greater equity into 
the systeJII of taxation. It has also to be remembered that the taxes 
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allotted to the. States under the Constitution iire in~~equate 'when 
compared to the functions devolving on them. and hen~e, even o~ 
strict revenue considerations, it will not be 'advisable to give up agn
cultural income-tax. 

Rationalisation of the Rat~s of Agricultural Income ·Tax. 

5.13 Conflicting views have been expressed befol·e the Committee 
in the course of the evidence given by individuals and associations 
in regard to the taxation of agricultural incomes. It has been pointed 
out that agriculture is a very sensitive sector and that in the context 
of the heavy food deficit facing the State, the incidence of the tax 
should be kept as low as possible as an incentive to greater produc
tion. .A plea has been made for a general lowering of the rates of 
agricultural income tax on these grounds. As against this, it has been 
argued from the other side that the agricultural sector has been eri.ibY
ing considerable benefits by way of subsidies, direct and indirect, 
when compared to the other sectors of the economy. The agrichl
culturists have also iinmenseiY benefited by the higher prices of agri-
cultural commodities and by conditions of scarcity. · 

5.14 We have carefully examined all these views. As mentioned in 
an earlier chapter,* the fact that agricultural sector taken as a whole 
is undertaxed cannot be disputed. This is a seCtor which has bene
fltPd considerably after independence at the expense of the · giiiiei:al 
tax-payer. The available information on size-wise distribution ·of 
income indicates that the higher income strata, consisting of landlords 
and rich peasants, have shared the major part of the benefits ari.sing 
from the developmental process ever since independence. We, there, 
fore, consider that there is no justification in taxing agricultural 
incomes on a lower scale than non-agricultural incomes. Keeping 
in view the need for mopping up additional resources from the rural 
sec.tor, consistent with the ability to pay of the different income 
groups we suggest a new rate-structure for agricultural income-tax 
applicable to individuals etc., and to companies. 

(a) Individuals, Hindu undivided familie.~ etc. 

?.1~ . The sali~nt feat~r~s of the. !lew rate structure suggested for 
mdividuals, Hmdu undivided families etc., are given below:-

(i) The exell!-ption limit applicable to individuals is proposed 
to be raise? from R~ .. 3.600 to Rs. 4,000; the limit in the 
case of Hindu undivided families may be raised from 
Rs. 6,000 to Rs. 7 ,000. 

(ii) The upper limit of the zero-tax slab may be raised from 
Rs. 1,500 to Rs. 2,000. · 

• Paragraph 4. 25 of Chapter 4, and Tabie XiX at the end of the Report. 
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(iii) The facility for compounding. of agricultural income-tax 
at a fixed amqP;Ilt w;hich. is no;w . allo;wed in resJ?,eCt of 
inc~,>mes not exceeding Rs. 7,000 is proposed to be extended 
to incomes not exceeding J;t.s. 10,000; the COJ):!.PQunded 
rates for the fi1;st two slabs of, income are p~oposed to 
be slightly reduc~d. 

(iv) Supertax which is now levied separately is proposed to be 
integrated with the agricultm:al income-tax; the rates of 
agricultural income-tax are proposed to be fixed taking 
into account the element of supel'-tax also. 

(v) Surcharge is now a nominat levy at 5 per cent of the tax. 
A progressive surcharge ranging from 5 per cent to 25 per 
cent is proposed instead. 

5.16 The schedule of rates suggested for individuals, Hindu un
divided families, etc., (all assessees other than companies) is given 
below:-

A. Cal!lpounded rates of tax. 

If the total income does not exceed Rs. 5,00Q Rs. 50 
If the total incmp.e exceeds. Rs. 5,000 but does not exceed 

R.s. 6,000 Rs. 125 
If the total income exceeds Rs. 6,000 but does not exceed 

Rs. 7,000 Rs. 250 
If the total income exceeds Rs. 7,000 but does not exceed 

Rs. 8,000 Rs. 325 
If the total income exceeds Rs. 8,000. but does not exceed· 

Rs. 9,000 Rs. 400 
If the total income exceeds Rs. 9,000 but does not ex-

ceed Rs. 10,000 Rs. 475 
Note: Surcharge at the rate of 5 per cent of the tax is leviable in 

addition. 

B. In other cases. 

On the first Rs. 2,000 of. the total income Nil 
On the next Rs. 8,000 do. 7 ps. in the 

Do. R.s. 5,000 do. 
Do. Rs. 5,000 do. 
Do. Rs. 5,000 do. 
Do. Rs. 5,000 do. 
Do. R.s. 20,000 do. 
Do. . R.s. 20,000 _ do. 

On the bala,~~e of the income 

rupee. 
16 , 
22 " 30 , 
40 , 
50 , 
60 , 
65 , 
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Note: Surcharge at the following rates is also leviable. 

On the first Rs. 30,000 of the total income 5 per cent of the 

On the next Rs. 70,000 
Do. Rs. 1,00,000 
Do. Rs. 1,00,000 

On the balance of the income 

do. 
do. 
do. 

'tax leviable. 
10 
15 
20 
25 

, 
, 
, 
, 

5.17. In revising the rate-schedule as above we have tried to rationa
lise the structure of agricultural income-tax, to lessen the burden 
of those in the lower income groups and to achieve ·a greter degree 
of progressivity than there is at present. We have also considered 
the divergence between the agricultural and non-agricultural income
tax rate. As the cost of living in urban conditions is obviously 
higher than in the rural areas it can be argued that there is a case 
for greater relief to those subjected to non-agricultural income:tax. 
At the same time, it has been urged by some that, since the assess
ment of agricultural income is based on physically verifiable facts, 
there is less scope for hiding income in that sector than in the non
agricultw·al sector. We are not, therefore, attempting to bring about 
absolute parity in the incidence of agricultural and non-agricultural 
income-taxes. All the same, we have made a study of the incidence 
of Central income-tax and agricultural income-tax at different income 
levels. This study has revealed that the incidence of agricultural 
income-tax is appreciably higher in the case of incomes below 
Rs. 30,000 and that, in the upper income levels, the incidence of 
Central income-tax is higher. After considering the various aspects 
of the question, we feel that it is necessacy to give some relief to 
those having incomes below Rs. 7,000; our proposals have been for
mulated accordingly. We have also provided for some relief; but, 
our proposals involve an increase in the tax incidence in the higher 
income brackets. The following table indicates the incidence of 
agricultural income tax under the existing and proposed rate-sche
dules at seltced income levels:-

lti&Ornl 
In&itknco of agricullural income-tax 

altho &<isting ralls at tho proposed rates 

(I) (2) (3) 

Rs. % % 
5,000 1.57 1.05 
6,000 2.62 2.19 
7,000 3.75 3.75 
8,000 6.65 4.26 
9,000 7.17 4.67 

10,000 7.61 4.99 
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(4Jf (2f . (3)' 
-

I. 

1'5,000· 1J);37' !9;52 
2o;ooo .J5:o9 l2l91' 
25;ooo 17:32' 16.~31 

30,000 20.91 20!86 
~s,p"QQ 23,;t7 2_6,59, 
40;000' 25'.39 ,.gO"i4 
5o;ooo 28.:.92 3&.11 
'70,000 24.31 34.94 
85,000 38.07 48,8o• 

l,OO,o_qQ, ,4~_.&\i, :!:ii 2,00,000- 55.48 
:. _j,, • so.M 7o:9a ~·Q?~qoo. 

..?,oo,ooo pl7.7, 7~.8? 
1p,oo,poo, 66 .. 5f 79; 06,\ 

!Sincer!Uui•;v'ast. majority· of .assessees" are''inj the ·lower·.inciime·,'Jianges, 
.the • above reV:ision• <ofl'the ·-taxi structure :Will .result in falLin. revenue 
lto u the' i extent' :ofl RsJ 6: ilakhs. · per• ·annum,· ':in ·spite' of . the· Jbet ·tha't 
'cthllre' i:s J appreciable :· r !increase "in 'rthen taXi ·, burdenc· ootr ~those:' in · the 
· high'erl.-income • brlickets:.1 LThis •;indicates' that · :th& pr-oposed: tchange 
~-wm· give· ·i:orlsiderable- relief 't'o•· ·agi-icultu'rists'.'in ':the•: lower: income 
!groups;i •which' is in' keeping -with the social: ·ob.iecti~es • underlying 
lfhe· taxatiGii" policy• ·~f, the J Governmenh' 

.{b) t;;CIII,lpal).je~-; 

-5.18' As: miintionedl earlier; the I Central· irrc<iineitax• laws· make ,.-·a di!l-
1tinction 1betweeri foreign·· an!J !domestic: · compa!Jies .. ~:This'~ distinc~Qrl, 
~we «oh-sidet;- IDB.Y· be ;maintilimid"ih 'ther case 'oCa:gticulturai coJii,c 
·panies·'also: 'MI- dome~tic ·''coiilpariies··may, however, 'bti'~_treated ·on 
'the• 1saine' 'footing:'•' We'. _recommend -'the following ''l;ates· of 'fax: r 

lA:.:· .Domestic; Companies.t 
Ii the iiicom~ d!J~S ·n:ot exceed l,{s! 25loool4_5 per· 'cent ofrtpe t?t~1 

_uicOiile. 
I( th~ .~~conie,'~xc~ea~ Jts:)~;OM b,ut' <;~oeS' ~ot exc~,tld 

,~s,, J.9 .• 0Q;OOO--:-P.~, per .~!~t,_of the .t<~~al, ~~CPW,~ 
If the income exceeds Rs. 10,00,000-65 per cent !!f,. ~he:t~t~l 

i.ncome. 
'N.o.te.'_ '-Provisiqri inllY pe" made .for, lllatgiJiai .·.adjii~tm,ents;ol.tai 

between ~the· difi)~rent- :slabs· mentioned :abov,e. 

'iB. "·Foreign ·companies. 
In tn~ case 9r a compap;f~l'jJet than a domes~ic{~gliiJan_y:l,7.o 'pet 

cent' elf the total' meonre: .I' 
41348 
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5.19 Based on the data for 1966-67, it is estimated tj-!at the changes 
in the rates recommended 11.bove will result in an increase- of. --Rs,---36 
Iakhs per annum in the tax yield from companies which will, how
ever be offset to the extent of Rs. 6 lakhs in the tax ·collection from 
othe~ assessees. , :Thus taken overall, there will be a distinct improve
ment in revenue. 
5.20 In view of the basic differences in the rate-structure and 
methods of assessment of individuals etc. and of compaaies, it will 
be desirable to prescribe separate forms of return of income for these 
categories. The forms may be printed in different ,colours so as to 
be easily distinguishable. 

Aggregation of incomes for the· purpose of taxation. 
5.21 Under both the Government' of India Act, 1935, and the Indian 
Constitution, agricultural and noa-agricultural incomes are treated as 
two distinct 'compartments for the purpose of taxation. This is a 
situation thal is peculiar to India. The bifurcation of the income 
with reference to their origin for· purpose -of taxation 15 not hi· con
formity with the concept of a sound taxation policy. -This has led 
to disparities in taxation of ,-agricultural and non-agricultural .incomes. 
The States do not follow :any -uniform principles for taxing -agricultural 
incomes. Despite:.the:.well known -fact that the agricultural .sector .is 
.under-taxed, the States have not generally undertaken any syste
matic taxation- of agricultural incomes, ·The ·real · solution for 1 thE; 
inequities and disparities in taxing agricultural and non-agricultural 
incomes separately lies in merging the tw(). incomes. for. purposes Qf 
taxation. This can be achieved only by amendments to the Constitu
tion. On the initiative of the Planning Commission there was a dis
.cussion on this issue:in the National Development Council on Decem
ber 1 and 2, 1967. Many States were. totally opposed evea to the idea 
of introducing agricultural income-tax in the .present context. , The 
States levying agricultural income-tax did not generally !lgree -.to .the 
merger of agricultural and non-agricultural incomes for. :the purpose 
of taxation; only one State supported the idea without any reserva
tions. One State, while agreeing that both the types of income should 
be taken into account for determining the rate of tax, wanted: taxa
tion of agricultural incomes to be retained with the States in any 
case. Another State thought that the Centre might act as the agency 
for collecting agricultural income-tax and allocating the proceeds 
among the States but was opposed to its amalgamation with general 
income-tax. 

5.22 Even now fhe taxing powers of States have no relation to their 
functions, responsibilities and obligations and as a matter :or princi
ple the States can ill-afford to permit the Centre to make further 
inroads into the domain of the States. Secondly, the •experience of 
S_tate~ like K~rala in the matter of substituting sales tax on commodi
ties like textiles, sugar and tobacco J;IY. ~ additional excise duty has 
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not, been encowaging. Most of .the States are un,happy about the 
working of. this scheme which was evolved on the- basis of sound_ 
principles of. public finance. There is a feeling among the States that 
the :U,nion. Government has:, riot been very keen in rrusing the addi
tional. excise 'duties. The manner· of· distribution of the. proceeds of 
this levy has -not. been to. :the satisfaction of all the States. Moreover 
at .. a time whlm the· States, particularly ... the financially weaker ones 
among them, .are, lJ.nding it difficult .to .match their resources and their, 
fw1ctions, any proposal to diminish their taxing powers will not .cut 
much ice with them. The time is not, therefore, opportune for con
sidering: the . ques~ion , pf, Ol,ltrigl}t centralisation of . taxation of agri~ 
cultUJ'a~. incpmes. · 

5.23. '.We 'consideri that the anomalieS· arisinif out of the present 
situation ot .~reating agricultural_ and' non-agricultural. incomes as, 
different 'units for taxation should- be rectified to the extent possible. 
The .Indian 'Taxation Enquiry Committee, 1925, had observed as 
fpllpws:J.::. · - · 

~There is ample .i:u.stittcanon tor tne proposal that incomes 
.from agriculture should be taken into account for the pur
pose of. .determining the :rate !On which the· tax on other 
blcomes ot:. the same person sh9uld be assessed, if it proves 

. administratively feasible , and, practically worthwhile. 
-Possession of. agricultural incomes increases a person's capa
;city .to. pay and unless agricultural incomes ·are taken into 
account for rate purposes,, the. principle of adjusting income
tax, onthe.basis of ability to,. pay will be defeated." 

5'.24 · T4e ' Taxation :Enquiry Commiss~on, · 1953-54, suggested the 
solution_' ~at 'the_ States should be -allowed to· levy a surcharge on 
agricultJiral income-tax reference to the. ~on:agricultural incomes of 
th~ assessees. " But this suggestion does not appear to have been 
pursued' earnestly: Possibly in the processing stage it might have 
mel with legal tangles from which it could not extricate itself. 

5~25: We· propose an alternative scheme for imposing an additional 
tax· on agricultural income-tax assessees with reference to their non-· 
agriculturlil :incomes. Assessments · of -agricultural income-tax and 
general income-tax may c:Ontinue to be made as at present, under the 
respective laws. The Agricultural Income Tax Officer (or such other 
authority competent to make assessments of agricultural income)_ 
may collect ·details of- assessments of non-agricultural incomes made
by· the Central Iacome Tax Department· in the · case of persons who 
have both agricult•rlil and non-agricultural incomes. Their agricul-' 
tural and- non-agricultural incomes may be aggregated and their tax 
liability' ron the aggregated income determined under both the Agri
cultural Income Tali: Act and the General Income Tax Act; an\i the· 
lower 'of these ·may·'be fixed as their tax liability in respect of 
the· combined income. · The · difference between this amount re
presenting ' the tax on· the combined 'income and the total of the 
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taxes paid .' •separately , 'uncJer the' ~~ate , :A'g~icull:'l'if,at , 1l,ii~q~~! 
Tax· Act and the' Ce'ntral .' •Incofue .Tax:· Act niay, be.,made .PaY-' 
able' by the ass esse~ ·a.S': a.,n. ··a.l:Iditiort4I'.it~x. :.'. This' 'aaditi~~a:t .~a~: '¢~Y. 
bu levied· and collected: by the State' Government. · It !lPP.ears to u~ 
that this schem~ eim be impleinenteq"witl)in'the frame'-wo~k·ot:'th~ 
existing provisions ih the Coris.titutii!n."' ytll"'il).'suflide''i('Parliaxheri! 
bv virtue of,. the residuary 'powers.'\ind~f Enify'97'iJf 'the 'Union List 
passes· suitable' legislatio~ 'empowering' the 'State$ to''levj''the addic 
tiona! taX:. · · 

5:2G . While·· aggregating: agri'culturar :and" noh-agrictiltii.I'al '.incomes'' 
and determining the total tax liability in the aforesaid"il:i.annerHhetiP 
may arise.' ~er.tain ; ~Xc~ptiopal 'Fa~~s.' whe,re. tl).e, I tlllt : J.i..a.~ilitY::Rn t~eil 
ag~regated income ,Cal~ula~eq Ul)-,d!m ,,tl).e: ~ent~al ,_lp.com,p ~jl:x;! ~ct, ,1~, 
lower than the tax P\lt.d on. the, !1-gncultu~D;I portfon,,oL:t'njl ,\n~pme, 
~one. .For . example, :if non-f!grtcultural. ~ncolll!lS,. ·-w~ll 1)l!llow tl}e,· 
exemption limif of Rs. -4,000 are add(!d on lo taxable agril!l,ll~W!\\i 
incomes.not ,exs:eeding Rs. lO,QpO, t:he ta'!t liability on. the aggregated 
income' under the'Centra! Income Tax 'Ad! woulll;, Iii l:ei'tdin situa
tions, be lower than .·the tax payltble and 'pl\id.'undef't!ie1AgHcultural 
Income Tax Act on the agr~clilfural ihconie. ' Suc,li ~ases' arise: because 
family allowance· and' certain' deducth>ns ott' accoupf'bf pro\Ti:d'ent fund 
etc. ·are allowed· under· the. Central .Inconi.e' 'rax A,ct b-ut not 1ti,hder the 
St>tte Agricultural Income' Tax 'Xct."'The obj'ect' of ag~i:egating the 
two •income. is to e.nsure. that• 'persons' having 1>oth' types of 'incomes 
do not 'escape· with a 'lower lax''b'urden, and sci ·mere' is' rio·'question 
of refunding any par(of the tax·pald in respect of•bne' tYPe of the 
income· alon,e. If refund ,is·, ,aiiQ}Ved in. l!Uch, cas,es1 ,it .. ·r-vill. lead •to, 
inequity. in, that a pe~s~ii-, .. havirig ~g~iculturaLinc~me 11inay:h~ve, f<l.: 
pay. a higher tl\x th!ln anpth~r: jhi/-~II~g , the .s!lme, 1agdc,ultural1 ,iJ;1cpme, 
and a small non-agru;ultura(tn'!-Pmeiln addthon., The- propose.i.legjS,1, 

i!ltion may th~refor!l, specilicll-llY,· provide ,that,., in such situations~ no; 
refund: will' be .adniissible, . ' . ' , . . ' . . . . ·' . ' < ' . 

o I I • ,., L 

5:27 ·There are casesd>f·• persons getting ,·,agi:icultural!•inconles and~ 
non-agricultural·incomes,• 'both: of which are· below the.. taxable limits;;; 
But when -these: incomes .are· ai{gregated they·._wQuld •be;cliable•to•tilx;,: 
Such·. persops· may- be · made· ·liable· to • tax· in 1he· m!lnner. ·. iildicated, 
above. · 

5-.28 · T;he aggregation :of .agricUltural .and non:.agricultUri!Lincomes 
and the determination.o£ additional,.tax' liability ·will• go .• a,long,:way 
towards removing .the anomalies-Jnherent in .. the present system. , .In 
tiJ.c· absence o~ data regarding tb,e number ·Of persons-in the rState who 
hav~ _both the types of incomes we hs;ve not been· abhi to• estimate- lhe 
addthonal: revenue .-that ,can be -realised .. under this ·scheme.: I.t is, 
h_owever, a matter of common· !'nowledge- that· there care several indi. 
vtduals -etc., who have both-'agncultural an<;!; nop..agricultural incomes· 
T~u~refore" 'I..Ve l).ppe. ~~tn9}!LIPrC!P5>SJ'!l, Jfjlp.pJem.\lll~eQ.. w@IqJ~~JJlt.l.li 
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sigillfl!)ailt · incre~s'e r hJi.: revenuet•to '-the, .Go;vernment .. ·, tThe scheme , can 
be administered by the State ~l·i¢.ult~ra]; IJW_Omj;l: Ta:x; machinery 
without much increase in costs. Of coursP. additional staff based on 
the actual workload may have to be sanctioned in -due' eiiul'se;' 'even' 
sq. the,inswe!llle ,in, ·a~ni,str,~ti~e ."()~ts will. ,be ,m,argina~ and will-be 
fully., justifitld PiY tlw.: ~~P.@ma,I ,revem,te,. 

5·;2~'.'·;we1 ac~or(l.iri.gly rec\ominehd'lhat the ,Goverinnent of India may 
be· DioV'I!~i' l:q'pb.ss' necessa!r:V 'l'e~Hsla:tion ·in the'·matter, enabling the 
States to 1~\ty,'i:ol!Eiet 'and utilise the additibrtal tax based on the non
agricu'Ifmai'.inC'omes:'"-i\s'"thi~ 1 is' a:' liiattet •oPconimon interest',' we 
hbpe tl;\.at 'tlie ·sclieni.Ef'will,iiet the· 'support· of oilier· State Governments 
as' w~n:, . . . . . . . . . . . ' 
5,30:, ifh!l•Qilestion .will .aFiSe :whether.:tne· additiona!' .. revenue result, 
in.<•:from !the,aggregation .-of incomes ~rom ·ag_ricl,l).tural.and. non-agri
cULtural> sources in the manner~suggested. by us •should not legitimately 
be- shared-.between;;thed::entl'e· and. StatJls-. -. ,It, is a- widely accepted 
flil~t-rthat· thel Sta~es ·are; in.:need. :of •. more .. resources t9 (lis charge their 
functions satisfactorily, and we h~>pe that the Centre-wQulq not-g,rudge 
the Stat~s appropriating the entire collections from the above source. 

5.31,; Our. attentiqn. ~¥~--been .dra,w:n, . ~0 the. divergen~ prOVJSlons )·· 
the. general ·h~cpin,e,tax ;and 1 Sl!J,t~,;:y.gricul;tura~' in~?IP-e-tax laws. in, 
regard ~o _vie. tilDe allc;>,~ed (o~; Jil)-alismg, assessmen~ .. For completmg 
an :assessment,, the; ~ncome ;'I;I)X Act ,(Section -153) allows four years' 
Hme. fiOJil, ~e 'end of.tJ-\e a~essm~n(year in whii:li the Income become~ 
first,assessa)lle,, ;While ~~Ell.Agrjpultural ~come Tax Act (Section 35 ). 
all(ny:s qruy:thpiE1~Y~ar,s~; ·_rp.bQJ.as created' certain problems it}. the. 
matter.,off).na,l~sing,.tP.e ass~s-~~~1;1ts -relatb:i.g_ ,to :tea ,plantations. In 
tl}.!l, cl\se of. t~!l·plantation·~ \P,e.;is~e~~m,~J}t .to agricultural jncome ,t~x· 
c~_,be._taken..:up--qrV,y after, ;eol):lplet~n.g ~e income tax assessl):lent, 
bet"ause statutorily .agrh;u~tui:al .i,ncoJll~ .. is· .:reckoned as sixty per cent 
of, the to,ta),,incqnie .compu(~d for ,th~ purpose .of the general irtcome.
t~lf·; ,';qms1 ;whete _.the general, i~col):le,tax assessmen~ of a tea pl!inta:
twn, is, delayed.· beyond .. th.re,e :'(,ears .. the assessment to., agricultural 
incoJile ·t'ax 'iivil~·.gef time~ba,i-r~d,_' ,'l,'his difficulty cal), be_ got over by 
reduCing' the . tinie,limit. fo~ :fin,ausing .. assessments to general income· 
tax. Again;"our· proposal-'foi: aggregating agricultural and noli-agi"i
C¥ltural.jncomes fo,r 1the, P\l~P;9~.e <Of, imposing -an additional. t11x would 
aJ_so,_n,ecessit~te,_such,a.-courstl.: .. .In this context we may refer to the 
fmding '0(_-the .. AdministJ;a,tjv~.,R~f,o,ms Commission's Working .Group 
on·~entra1 Jl)irec.t,Taxes, Admini.stra,tiol)., According to them the long 
per~od uf l_imitati!Jn. ,'proyic;led .for . .iD; the .Incol)ile Tax Act. has l).Ot. ,op.ly 
tendEl_4 . .tQ incr..ea~e,arrears bl-!~ has also,_occasiona:lly ,become an instru
mei.J-1:-; ,of.haras~xp.ei;lt -to .th~ tasses&e.~, , In :their view,. the income tax 
officeJ; . .'should-.not, -in.-the present.situation, require more. than two 
Y!'IW -f.Q.-COJ:_llplete ·.u1e:assess111:ent and .have accordingly recommende~. 
thr..t-the.time,lhnit-;might first. be reduced to three years and later on. to' two years:. we· would urge th.at the Gcivernnient of India i:nii# 
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be moved to implement the above recommendation by amending the. 
Income Tax Act as early as possible .. 

Administration. 

5.32 A single department administers both agricultur~l income~_ta~ 
and sales-tax though there is not much common ground m the admmi-. 
str:•tion of the two taxes. One is a tax on .incomes while. the •Other 
is a tax on commodities. The problems involved in the. administra•, 

~
on of these two taxes are entirely different. No. ton. lyis the1ta. x. ba.se. 
lJerent but the methods of assessment and .collection are .also dis7 

unilar. A Sales Tax Officer who has not had previous experience iri 
e agricultural income-tax wing will find himself ln deep water!! if. 

uddenly called upon to work as an AgricUltural Income Tax Officer. 
It was only by historical coincidence that these two taxes happened to• 
be administered by a single department. When the general income. 
tax was taken over by the Centre under the provisions of thee Consti;.· 
tution, the administration of the agricultural income tax was entrust~ 
ed to the Sales Tax Deparbnent which was a comparativelv vonn., 
deparbnent then just getting into stride. 

5.33 There is an impression, which is not unfounded, that the, 
administration of agricultural income-tax does not get· as .much atten
tion as that of sales tax. From the revenue point of view, 'sales-tax'' ' 
easily overshadows 'agriculture income-tax' and hence when the., 
same department is in charge of both the taxes, it is natural that the 
problems relating to agricultural income-tax do not get equal atten
tion in view of its limited tax potential. Moreover, the Agricultural 
·Income Tax Officers have to depend on the land revenue deparbnent 
to get the basic data required for assessment. Very close liaison witn' 
the village staff is essential for successful administration of agricul"' i 
tural income-tax laws. In the course of inspection of plots, the Agri~ : 
cultural Income Tax Officer has often to seek the assistance of the ' 
VIllage Officer to have the plots properly identified. The administra• ' 
tion of plantation tax is another area, where co-ordination with the: 
Agricultural Income Tax personnel on assessment matters is essen
tial. There is, therefore, greater i.nter-dependence between .the Land · 
Revenue Deparbnent and the agncultural income-tax. wing. · 

6~S4 Prima faeie, therefore, it would appear that there is a: case for 
complete integ~ation of the adminis!ration of agricultural income-tax· 
with the machmery for the collection of land revenue. . Such inte~. 
gra!lon wou!d, however, result in mobility of personnel ·from the· 
agricultural mcome-tax branch to the land revenue branch. ·We are 
afraid that, in th~t. pro.cess, the s~ecialisation and expertise acquired. 
by the staff admimstenng the agricultural income•tax law might get' 
dilute~, whereas what is ;eally ~quired is greater specialisation ~ 
expertise. Furthennore, mtegration of staff of any two deparbnen!f· 
will. create "cadre" problems-the problem of fixing the relative rank. 

. ' - . ~ 
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of ·the personlJ,el' who previously belonged to separate services. Cort
'Sidering the various· implications of .the question, we are inclined .to 
recommend tlaat the agricultural income-tax wing .may ·be separated 
from the __ sales-tax administration and retained as a separate depart
ment.~h~"PUt under the control ~f the Meil?-ber in charge of l_a!ld 
rev:enue,', m , the Board,· of Revenue. There Will then be no. mob1hty 
betw:een'-the, personnel belonging to the agricultural income-tax and 
$ales~ tax' services and the specialisation and expertise acquired by the 
former will remain with them. At the same time, there will be greater 
Iiaiso11-' between the staff of ·the land ·revenue and agricultural income
.tax ,departments, because both these establishments will come under 
the·, ~ame: Member. Executivl) instructions will, of course, have to 
be, issued ,by the .·Board of Revenue to ensure the maximum co-opera-
Jion between tbe two separate branches of staff. · · 
' ·.1 • . ; ' • ' : ' ' 

·5.35.·•·The strength required under the different cadres forming .the 
new' Agricultural Income Tax Department -may be fixed &ltd then the 
posts· .may: be 'filled up after ascertaining the willingness of the per
·sonnel ·belonging to the existing Agricultural Income Tax and Sales 
·Tax ·Department. If sufficient number of persons are not opting for 
1the new service the remaining posts may ~e filled up by following the 
lisnal recruitment procedures. 

5.36 The Agricultural Income Tax Wing is at present organised as 
follows~...:.: 

, 'I'here are two Inspecting Assistant Commissioners-one at 
Kozhikode ·and the other. at Kottayam. The former has jurisdiction 
over' the· three districts of Cannanore, Kozhikode and Palghat while 
the latter has jurisdiction over the remaining six districts. These 
'Inspecting ·Assistant' Commissioners are the assessing authorities for 
agricultural incomes exceeding rupees one lakh, Assessments of 
incomes below this limit are made by the Agricultu1al Income Tax 
Officers and Junior Agricultural· Income Tax Officers in the following 
manner: . : . ' 

Junior A~riculttlral Income Tax Officer-Incomes not exceeding 
Rs. 5,000. · 

Agriculturai · Income Tax Officer-Incomes exceedin~~: Rs: 5.000 
' but not exceeding rupees one lakh. 

Under.' the ·Inspecting Assistant Cominissioner, Kottayam, there are 
'14 Agricultural Income Tax Officers and 13 Junior Agricultural In
~ome · Tax Officers. Under the Inspecting Assistant Commissioner, 
Kozhikode, there are 14 Agricultural _Income Tax Officers· and 15 
Junior Agricultural Income Tax Officers. The Junior Oflicers do not 
have separate offices but are attached to the offices of the Agricultural 
Income Tax Officers and have jurisdiction over the same area as the 
latter; 'There are no separate Deputy Commissioners for the agricul
tural ' income tax branch; nor is there any sep&rate appellate 
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-machinery. - The appeals a·re·,heard by--the -Appellate Assistant Com
missioners -and _ the Tribunal which are common to both sales-tax 
_and agricultural income7tax. 

5.37 'Yhen the administratjox:. of agricultural ~ income-tax is sep~
rated. tr~m the sales-tax _: Depart:rpent as ~ugge~ted ,b_y qs, 'certain 
orgamsahonal changes -m·:(y be necessary. -· The -i«;leal ·· patte_rn • will 
be to have a separate district organisation ' for ea·ch -disrrict under 
a whole-time Assistant Commissioi1er. But -SJ-lch a, patte:rn ~v'iil )ead 
to needless proliferation of staff and push up- administrative costs 
appreciably. For example in Trivand_nim district -t}:lere is only -qne 
Agricultura1 Income-tax Office m_anned by one officer. arid_ one Jun1or 
officer arid it is not necessary to _ have a whole·tinte Assist~ilt Com
missioner to "be in charge of' the . distric;:t ·organisation. -. _ Hence the 
present field organisation upto and indudirig the level · of 'Assisbi.nt 
·Commissioner may continue for the present, At the State headquar
-ters a post of Deputy · Commissioner may be sanctioned i1;1 .the· office 
of the Board oLRevenue with pow.ers of supervision over_ the agricul

·tural income-tax organisation throughout the State,. He ~ay alsp 
-function as ex-officio Additional Secretary to. the Board of Reven_Qe 
to enable him to function in the Board's Office. The Member in 
charge of Land Revenue may be designated as Commissioner . for 
_Agricultl.lral Income Tax also. 

5.38 The Deputy Commissioner may hear appeals oi1 the . assess
-ments of the Assistant Commissioners. For hearing ~ppeals against 
Jhe orders of the Agricultural Income-_Tax Officers and Juni"or Agri
cultural Income Tax Orocers, two posts of Appellate Assistant Com
missioners with headquar ters at T:rivandi:um ai1d Calictit inay -be 

· sanctioned. The Sales Tax Appellate . Tribunal· may _ cpnti~ue to 
deal with second appeals as at present. -

--5.39 While considering the ·constittltion of a -separate departmen.l 
·:the question ·of : promotion prospects for the _- staff assumes some 
importance. Our proposals involve the creation of two additional 

>posts .of Assistant Commissioners and one- ne\V· post of Deputy ~Com
missioner with the necessary complement of offic~ sta!f. ,. Elsewhere 

ffi
-. e "are recomme:qq.ing _ ~ syst. emat~c .. su~vey , o.f . ag.fi~tll~ur~l. -h?_~dings 
throughout the State w1th the maln obJ.ect of_ .~x.paJ;l!lmg _ ~he· cover
. age of \he tax net. T~at.:w:o~l<:I-- <;)b\·i?.-tisly ·necessitate'· _soine streng
cthening of the admmistrahve· ' machmery.,- lp . othrr -'\V~~s.; ~o_m~ 
expansion of the . organisation in general . a~d· - st-rengthemng- of fu.~ 

, .establishment at senior levels are inherent in our~ proposals; and -we 
think that, considering -the size · of the department, the st~ will 

-have adequate chances -of promotion:-- · 

Assessment of agricul•tural incomes,_~- · 
-5.40 Criticisms · were · made before us by .-some members of. the 
'public 'regarding :. the : manner ~ in whi;ch: agric!Jltural,;.i!lP.ODl~'·t~x-
assessments were made. Briefly stated, they are : 
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(i) Assessments . are made in an arbitrary manner by assum· 
ing trend increases in yield from year to ·year.· 

(ii) Agricultural plots are not properly inspected. 
(iii) Production varies from season to season and from year to 

year. Due .allowance is not made for fall in production 
due to . drought and other unfavc:>urable conditions. 

(iv) Cultivatic;m· expenses allowed are meagre and inadequate. 
(v) Many· legitimate. items of 'expenditure aTe disallowed in 

computing the taxable income. · 

5.41 We . have examined these matters carefully, and have held 
discussions on the subj·ect with the Member, Board of Revenue, in 
charge of agricultural income-tax, and with other senior officers 
of the department. We also had a few assessment files examined 
for the purpose of getting a first-hand knowb!dge of the procedures 
followed in assessments. We find that there is scope for improv
ing the quality and efficiency of inspections. It is true, targets have 
been set for the officers at various levels in the matter of inspections; 
if these targets are fulfilled and the inspections conducted in the 
proper manner, •there can be no legitimate ground for complaints 
on this score. The mere fulfilment of the schedule of inspections 
laid down will not serve much purpose; the collection of basic data 
regarding yi~ld and prices of crops, cultivation expenses etc., relat· 
ing· tp. the various localities should be the aim of such inspections. 
It is the failure· to take into account the variations regarding yield, 
cultivation expenses etc., depending on the nature of the soil, locality 
and other relevant factors that gives room for public criticisms. It 
should be ensured that every plot is inspected thoroughly before it 
is assessed to tax· for the first time. Also, when an assessee specially 
asks for an inspection of his holding his request should be complied 
with. One difficulty in completing the schedule of inspections is the 
lack of transport facilities. Provision of departmental vehicles will 
greatly facilitate the work of the assessing officers. 

5.42 'The complaint that· the cultivation expenses allowed are not 
adequate seems to have some basis. The assessing officers are given 
guidelines in regard to · the ceilings of cultivation expenses to be 
allowed for various types of crops. These ceilings are often fixed 
conservatively. At the same time, income-estimation also errs very 
much on the conservative side. The assessees naturally make much 
of the inadequacy of the cultivation expenses, but really they stand 
to ·gain by the .underestimation of incomes. In this bargain tha 
Department loses both revenue and the good will of the public. It 
is our considered view that underestimation of expenses is equally 
ulijustified as underassessment of incomes and· that, while income 
should be assessed ·strictly, cultivation expenses . should also ·be 
allowed on a more realistic basis. 

4J348 
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5.43 It seems to us that the major handicap facing the assessing 
authorities is the difficulty in getting necessary data from the Land 
Revenue Department. They should be able to function in close 
liaison with the personnel of the Revenue Department and share the 
knowledge of local conditions which the latter have. There have 
been cases where inspections by Agricultural Income Tax Officers 
have been challenged in appeal, on the ground that the. plots have 
not been properly identified. This situation has been brought about 
by lack of co-ordination between the personnel of the Agricultural 
Income Tax and Land Revenue Departments. Our earlier sugges
tion to constitute a separate department for the administration of 
agricultural income-tax and to place it under the control of the 
Member in charge of land revenue in the Board .of Revenue would 

·go a long way in removing the existing handicaps. 

5.44 Coming to the workload, we find that, though there may be 
individual cases of officers burdened with too heavy a workload, 
the department as whole has sufficient number of officers to cope with 
the total work. During the year 1966-67 there were 19570 assessees 
in the books of the department as follows -

Grode of in&ome No. of assessees 

Up to Rs. 5,000 
' 

From Rs. 5,001 to Rs. 7,000 

, Rs. 7,001 to Rs. 10,000 
, R•. 10,001 to Rs. I ,00,000 

Above Rs. I ,00,000 

inciuding 
COmfltJIIies 
8,147 

5,280 

3,076 
2,991 

76 

19,570. 

A..lsessing authority 

Junior Agricultural 
Income Tax Officer 
Agricultural Income 
Tax Officer. 

do. 
do. 

Inspecting Assistant 
Commissioner. 

5.45 The average number of assessces an officer of each category 
has to deal with is given below: 

Junior Agricultural Income Tax Officer 290 
Agricultural Income Tax Officer · 405 
Inspecting Assistant Commissioner 38 

According to the existing orders on the subject a norm of 450 assess· 
ments has been fixed as the workload of agricultural income tax 
officers and 500 assessments as the workload of junior agricultural 
~nc~me tax officers. Since all the cases to be dealt with by the 
JUntor · officers could be compounded, it would not be difficult for 
them to attend to 500 assessments. But the position is different in 
the case of assessments to ·be dealt with by the agricultural ·income 
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tax officers. A large proportion of the cases to be attended to by 
them requires careful scrutiny. There is therefore, a case for reduc
ing their workload; in our opinion no agricultural income tax officer 
should be. given more than 300 assessments to be attended to. One 
way of reducing his workload is by enhancing the power of 
junior agricultural income tax officers. Several 'departmental officers 
have suggested that the junior officer might be invested with powers 
of assessment of incomes not ~xceeding Rs. 7,000. We are inclined 
to agree with this suggestion, and accordingly recommend that the 
Junior Agricultural Income Tax Officers may be given powers to 
assess incomes not exceeding Rs. 7,000. The Junior Agricultural 
Income Tax Officer will then have to deal with 500-550 assessees on 
an average; and the Agricultural Income Tax Officer with 200-250 
assessees. This will give considerable relief to the latter, who can 
devote proper attention to the really important cases. 

5.46 In the ultimate analysis, the quality of assessment depends 
on the efficiency, sense of fairness and justice of the assessing 
officer. It is not enough if justice is done; it is also necessary to 
create such an impression in the public mind. The feelings of the 
assessees have to be taken into account and the officers should look 
into all their legitimate grievances, apart from the statutory appeals, 
with a sense of understanding and an attitude of helpfulness. 

Exemptions from Taxation. 

(a) Incomes derived from lands not assessed to land revenue. 

5.47 Agricultural income has been defined in the Act as any rent 
or revenue derived from land which is used for agricultural pur
poses and is either assessed to land revenue in the State or subject 
to a local rate assessed and collected by officers of Government as 
such; or any income derived from such land by agriculture etc. It 
follows from this definition that only if the land is assessed to land 
revenue or any local rate will the income accruing therefrom be 
taxable under the State Agricultural Income Tax Act. We under
stand· that some revenue is being lost owing to the above restriction 
in the levy· of agricultural income-tax. For example the incomes 
from unsurveyed. private forests and unsurveyed estates in Malabar 
area, from cardamom plantations in encroached lands in the High 
Ranges, and from temporary cultivations in forest areas under 
taungya leases, escape taxation. Such incomes are als~ of the 
nature of agricultural income as they are derived from agncultural 
operations. Whether the land from which income is derived is assess
able to land tax or not is a wholly irrelevant consideration, for 
agricultural income tax is not a tax on land but a tax on income. 
We feel that it is anomalous to exclude incomes from such lands 
from the scope of agricultural income-tax. 



116 

5.48 We are informed that the abov!' position has been brought 
about by the recent amendment of thl'. definition of agricultural 
income in conformity with the provisions of the Indian Income Tax 
Act. Under Article 366(1) of the Constitution it is mandatory that 
the State has to accept the definition of agricultural income given 
in enactments relating to general income-tax. 

5.49 The anomaly can therefore be rectified only by amending the 
definition of agricultural income in the Indian Income Tax Act. 
The circumstances under which incomes from lands not assessed to 
land revenue are not treated as ·agricultural income are not known. 
Even if, at the time of the· original enactment relating to income-tax 
there was . any . valid ground for this distinction, the times have 
changed and .so too the circumstances. ·we, therefore, recommend 
that the Government of India may be moved to amend the definition 
of agricultural income in the Indian Income Tax Act with a view 
to removing the constraint that the land should be assessed to land 
revenue in the State or subjec~ to a local rate. This will enable 
the State Government to lay their hands on certain types of income 
which now escape taxation. 

(b) Incomes from lands held under trust or other legal obliga
tion. 

5.50 Under Section 4(b) ·of the Agricultural Income Tax Act any 
agricultural income derived from property held under trust or under 
other legal obligation for religious or charitable purposes is not tax· 
able. It has been represented before us that the benefit of the 
above exemption is not extended to all wakf properties and tha;t a 
specific provision may be incorporated in the Act to enable all wakfs 
to enjoy this exemption. On an examination of the position with 
reference to the provisions in the Act, we find that Muslim Wakfs 
come under the scope of trust or other legal obligation mentioned 
in Section 4(b) of the Act. If, therefore, any Wakf property satisfies 
the conditions .given therein for exemption from income taxation, 
the Department allows the exemption. But in cases where . the 
Wakfs do not satisfy these conditions, tax is levied. ·To get the 
benefit of exemption the Wakf should be one created for religious Ol' 
charitable purposes. Wakfs are sometimes constituted for purposes 
which are not religious or charitable and exemption is not allowed 
in such cases. ·There is no case for a general exemption of all wakf 
properties. 

5.51 We find that the provisions in the State Agricultural Income 
Tax Act regarding the exemption of incomes from property held 
under trust or other legal obligation have a \vider scope than the 
corresponding provisions in the Indian Income· Tax Act. There are 
certain salutary restrictions in the latter Act. For example, if the 
income from a trust ensures directly or indirectly for the benefit 
of the author of the trust or any relative of the author, the income 



117 

does not qualify for exemption. We suggest that Government may 
examine whether suitable restrictions may not be imposed to prevent 
abuse of the -existing provisions regarding exemption. In this 
context, we would urge that a complete review may be undertaken 
on the question of exempting incomes from lands held under trust 
for religious or charitable purposes. 

Evasi.on of agricul·tural income-tax. 
5.52 Our preliminary study of the working of. the Department has 
shown that the vulnerable point in the administration is inspection. 
It needs no emphasis that an important safeguard against evasion of 
tax is systematic inspection. The. increase in farm incomes brought 
about both by higher pro.iuction and by higher prices . has not 
resulted in a corresponding increase in tax revenue. The obvious 
explanation can only be that there is under-assessment of incomes 
as well as complete or partial escapement from tax. A survey of 
agriculture holdings in a few selected villages was thet·efore conduc
ted by our staff to find out ·the extent of evasion of tax. Eleven 
villages were covered by the survey. Considering 1he limitations 
of time and persons at our disposal, a comprehensive enquiry into 
the yield and incomes of all the. holdings in the villages selected was 
not possible. Only a survey of a percentage of the plots in different 
area-wise groupings could, therefore, be attempted. The plots were 
selected on the basis of purposive sampling so as to have the maxi
mum coverage of holdings having an extent of more than five acres. 
A report on the survey is given as Appendix IX to this Report. The 
results of the survey are summarised in the following ·table:-



TABLE 

A=dingto the existing rates qf 
agriiulluTal income-lox 

Accarding to the proposed rates qf 
ogri&ullural income-tax 

No. of holdings thot con be assessed Estimated No. qf holdi11gs that can be assessed Estimated 
SI.No. Village Distrid additional addiliontJl 

10 amstmd 5 acres and he/ow Tet!t11Ut 10 atres and 5 acres and below Revenue 
above above 5 acres aborld abo11<1 5 acres 

but below but below 
10 acres 10 acres 

Rs. Rs. 

(I} (2} (3) (4) (5) (6) (7) (8) (9) (10) (11) 

I Vembayam Trivandrum 25 57 19,600 22 21 12,500 

2 Vettikalava Qui! on 22 8 4,800 18 4 2,900 1-'-

3· Paravoor 
.... 

" 
00 

4 Chethakkal 
" 

36 90 300 94,000 34 82 90 56,000 

5 Anickad Kottayam 19 30 6,200 13 6 2,900 

6 Manimala 
" 

31 45 13,000 30 34 9,700 

7 Mazhuvannur Ernakulam 32 26 6,210 20 9 3,000 

8 Udumbannm· 
" 

20 55 14,000 20 50 11,900 

9 Pananchery Trichur 43 . 55 25,000 43 36 18,700 

!0 Pazbanji 
" 

2 28 36 14,000 2 28 35 11,700 

II Manathala 
" 

3 6 2,200 3 63 2,000 

1,99,000 1,31,300 
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5.53 Besides the survey, we ·inspected some agricultural holdings 
in various parts of the State along with the assessing officers to get 
an idea regarding the manner in 'IV;hich the assessments are actually 
done. _The impression we have gained is that there is some degree 
of under-assessment in the matter of· both yield and expenses, and 
that, if the assessments are. done more .correctly, there will be a 
general increase in revenue. 

5.54 W c arc, therefore, convinced that the collections from agricul
tural income-tax could be considerably improved by gearing up the 
departmental machinery. Since, however, our survey has been 
extremely limited in scale and is not based on sound statistical 
methods, it is not possible to project the results of the survey to 
the entrie State. To make a realistic assessment of the extent to 
which agricultural incomes escape the tax net it is advisable to 
arrange for an initial survey of agricultural holdings throughout the 
State. It might also involve some strengthening of the regular 
departmental machinery. We, therefore, recommend that a syste
matic survey of agricultural holdings throughout the State may be 
undertaken. It is hoped that a more accurate determination of 
incomes in this manner will lead to a substantial increase in revenue. 
A phased programme for the s.urvey and de novo assessment of 
agricultural incomes may be drawn up and implemented as early 
as possible. The target should be to complete the work within a 
period of two years. 

Summary of conclusions and recommendations. 

( 1) The exemption limit for the purpose of agricultural income
tax may be raised from Rs. 3,600 to Rs. 4,000 in the case of 
individuals and from Rs. 6,000 .to Rs. 7,000 in the case of 
Hindu undivided families and others mentioned in Part I 
of the Schedule to the Agricultural Income Tax Act. 

(paragraph 5.15) 

(2) The upper .limit of the zero·tax slab may be raised from 
Rs. 1,500 to Rs. 2,000. 

(paragraph 5.15) 

(3) The facility for compounding may be extended to incomes 
not exceeding Rs. 10,000. 

(paragraph 5.15) 

( 4) Supertax may be · integrated with the basic agricultural 
income-tax. 

(paragraph 5.15) 
(5} The .schedule of rates of agricultural income-tax in respect 

of assessees other than ·companies may be. revised as sug
gested in paragraph 5.16, which would lessen the tax burden. 
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of· those in the .lower income ranges and ~insure a greater 
degree of progressivity. · 

(paragraph 5.16) 

(6) Foreign and domestic companies niay be 'taxed at different 
rates; Hie tax-rate being higher iii the case of foreign com
panies. The rate-structure may be as suggested in para
graph 5.18 .. 

(paragraph 5.18) 

(7) It will be .desirable , to prescribe ·separate forms of return 
of income for companies and for other assessees. 

(paragraph 5.20) 

(8) To enable State Govenments · to ·collect an additional tax 
by aggregating ·agricultural and non-agricultural incomes in 
the manner indicated in paragraph 5-25 the Government of 
India may be moved for getting suitable legislation passed 
by Parliament exercising ·the residuary powers un·der Entry 
97 of the Union List 

(paragraph 5.25} 

(9) The Government of India may be moved to ·amend the 
Indian Income Tax Act with a view to reducing the· time
limit for completing assessment t() general income-tax from 
four years to three years. 

(paragraph 5.31) 

(10) The agricultural income-tax wing may be separated from 
the sales-tax administration and retained as a separate 
department and put under the control of the Member in 
charge of land revenue in the Board of Revenue. Suitable 
instructions may also be issued by the Board of Revenue 
to ensure maximum co-operation between the personnel of 
the Land Revenue and Agricultural Income-tax Depart-

(11) 

ments. 
(paragraph 5.34} 

The strength required under the different cadres forming the 
new agricultural income tax department may be fixe.i and 
then the posts mav be filled up after ascertaining the will
ingnes~ of the personnel belonging to the existing agricul
tural tncome-tax and sales-tax department. If sufficient 
number of persons are not opting for the new service the 
remaining posts may be filled up ·by -following the usual 
recrUitment ·procedures. 

(paragi-aph 5.35) 
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n2) In the new set-up two addtional posts of Appellate Assistant 

Commissioners and one post of Deputy Commissioner at 
the State headquarters, who may also function as ex-officio 
Additional Secretary to the Board of Revenue, may be 
created. The Sales Tax Appellate Tribunal may continue 
to deal with second appeals as at present. 

(paragraphs 5.37 and 5.38) 

(13) It should be ensured that every plot is inspected thoroughly 
before it is assessed to agricultural income tax for the first 
time. Also, when an assessee specifically asks for an 
inspectiqn of his holdings his request should be complied 
with.. (paragraph 5.41) 

(14) Provision of departmental vehicles will greatly facilitate the 
work of the assessing officers. 

(paragraph 5.41) 

(15) Under-estimation of expenses is equally unjustified as 
under·assessment of incomes; while incomes should be 
assessed strictly, cultivation expenses should also be allowed 
on a more realistic basis. 

(paragraph 5.42) 

(16) The work-load of the agricultural income-tax officers may 
be reduced from the existing norm of 450 assessments to 
300. 

(paragraph 5.45) 

(17) Junior agricultural income-tax officers may be invested with 
powers of assessment of incomes not exceeding Rs. 7,000 as · 
against the existing limit of Rs. 5,000. 

(18) 

(paragraph 5.45) 

The Government of India may be moved· to amend the 
definition of agricultural income in the Indian Income Tax 
Act for removing the constraint that only lands assessed 
to land revenue or a local rate could be subjected to the 
levy of agricultural income tax. 

(paragraph 5.49) 

(19) Wakf properties satisfying certain conditions are already 
entitled to exemption from agricultural income-tax. There 
is no case for a general exemption of wakf properties. 

· (paragraph 5.50) 
4J348 
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(20) Government may examine· whether suitable restrictions· on 
the lines provided in the 'Indian Income Tax Act may not 
be imposed to prevent the abuse of the existing provisions 
regarding exemption of incomes from properties 'held under 
trust or other legal obligations. A .complete review may be 
undertaken on the question of exempting incomes from 
lands. held unde111 trust for religious or charitable purposes. 

(paragraph 5.51) 

(2·1'). A systematic survey of agricultural holdings throughout the 
State may fie undertuken. with the· object of bringing under 
the tax ·net all those·-who have -so far .oescaped taxation. 

(paragraph 5.54) 



CHAPTER 6 

SALm.TAX 

Histarical Background · 
tL1· Sales tax wa.S in existence 'in the constituent units of the 
Kerala State from different dates=-in the Malabar area cfrom 1939, 
in the Cochin area from 1946 and in the Travancore area from 1949. 
The·sales tax systems ·prevalent in the Travancore and Cochin areas . 
were unified soon after the integration of the States ·of Tra.vancore 
a.n.d Cochin in 1949. The scheme of taxation contemplated. under 
the Travancore"Cochin Genera:1 'Sales· 'rax Act was in general a ·mUlti
point one at the rat:Je ·of three pies for every rupee on the total 
turnover With additional tax at rates ranging from 3 pies to •9 pies 
per rupee at spe-cified single points in respect of certain classes of 
goods and exemption in :respect ·of some others. At the same tittle, 
in. respect of a Jew items of goods the scheme of taxation was a 
single-point .one. The assessable ·minimum limit was a net turnover 
of Rs. 10,000. 

6.2 The 'first amendment to the Travancore-Cochin General Sales 
Tax Act was made· by Act 28 of 1950 which introduced an additional 
tax at four annas 1per rupee on the first sale ·of tobacco. This was 
.done to compensate .the loss in customs duty on tobacco consequent 
on the federal :financial integration. 

·6 .. 3 An jmportant land mark in the evolution of sales tax law in 
the State ·is the amendment made by Act 12 of 1951 consequent on 
.the .passing of the Constitution. Before the passing of the Consti
tution, .each State ·or Province exercising either its sovereign legis-
1ative ·powers ·or powers under the Government of India Act 1935 
.enacted sales tax laws disregarding their incidence and impact on 
>inter-State trade or commer~e. This led to ·multiple taxation in 
inter-State trade or commer~e resulting in cumulation of burden 
falling ultimately on the consumers. This situation influenced the 
.fi'amers of -our Constitution to incor-porate Articles 286, 3Q1.and 304 
in the Constitution with a view to provide reasonable restr-ictions 
-on·the power of the States to tax sales or purchases involving inter
State movements of goods. After the ·Constitution came into f&rce, 
most of the States amended the definition of "sale" in their Acts 
to bring it .in line with the provisions of Article 286. This Article 
lays down certain restrictions ·on the imposition of tax on the sale 
or purchase of goods. Accordingly, no tax "is leviable on the fJale 
or :purchase of goods if the sale or purchase takes place outside tlJjp 
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State or in the course of import into or export out of the t~rritory of 
India. But, under the provisions of the Travancore-Cochm General 
Sales Tax Act • 1125 tax was leviable on the sale or purchase of the 
goods where.Jer the' contract of sale or purchase might have been 
made,' if the goods were actually in the State at the time when the · 
contract was concluded. It therefore become necessary to amend
the Act in order to make its provisions conform to the provisions of 
Article 286 of the Constitution. Accordingly, a· new .Section·. which 
restates the restriction laid down cin Article, 286 was introduced in 
the Travancore-Cochin General Sales Tax Act. 

6.4 In,1952 the additional tax on petrol-was substantially enhanced 
from 9-pies to one anna 9 pies per rupee by Act 13 of. 1952 .. 

6.5 'The next important development was the levy of tax oil certail::\ 
categories of inter-State ·sales, commonly known as "explanation 
sales", on the basis of. the judicial pronounooment by the Supreme 
Court of .India in the case of "The State of Bombay and Another 
versus the. United Motors (India) Ltd., and others". In that case, 
the Supreme Court held that the explanation to Article 286(i) of 
the Constitution provided by means of a legal fiction that the State; 
in which the goods sold or purchased were actually ,delivered for 
consumption was the State in which the sale· or purchase was to be 
considered to have taken place notwithstanding the fact. that the 
property in such goods passed in another State and that State had 
the power to tax the sales or purchases. · Relying on this inter
pretation, several State Governments began to serve notices on 
dealers in other States, demanding sales tax and calling for their 
accounts in respect of such inter-State transactions. The dealers 
protested strongly. A conference of Finance Ministers was convened 
by the Government of India to. consider the situation. This confer
ence set up an official committee which evolved a- scheme for the 
levy of tax on inter-State sales to be followed uniformly by all State 
Governments. The Government of Travancore-Cochin decided to 
levy tax on inter-State sales. from 1st April, 1953, in conformity 
with this scheme. Accordingly the tax was payable by non-resident 
dealers selling goods for delivery and consumption in the State. 

6. 6 ~ 1955, _in ~e light of experi.ence gained till then, a number 
of maJor modifications were made m the provisions of the Act by 
Act 18 of 1955 which came into force on 1st October 1955 The 
most important of them were the following:--'- . ' · 

(i) Pro~~ion ~s made for the appointment of an independent 
JudiCilll Tribunal- to hear appeals against ·the orders of 
the Appellate Assistant Commissioners and suo motu 
orders of the Deputy . Commissioner. 

• Malayalam Era. 
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(ii) The officers of the Sales Tax Department were empowered 
to seize account books and documents in certain circum
stances. 

(iii) The list of items under single-point system of taxation 
was enlarged. 

(iv) Handloom Cloth was exempted from the levy· of sales tax. 
(v) An additional tax on fine and super-fine mill-made textiles 

was introduced to compensate the loss due to exemption 
of ha~dloom cloth from tax. 

Another change brought about in 1955 was that petrol and 
motor spirit other than petrol were brought under the. si,itgle-point 
scheme of taxation by Act 25 of 1955 at the rates of 2 annas 3 pies 
and 9 pies respectively. 

6. 7 During the year 1955, the State had to face a 13erious situation 
regarding the levy of tax on inter-State sales owing to the decision 
of the Supreme Court in Bengal Immunity Company Vs State of 
Bihar. Overruling its own earlier decision in another case, the 
Supreme Court gave its authoritative interpretation of Article 286 
of the Constitution and laid down that the States had no powers 
to tax inter-State sales. This decision caused much confusion 
regarding the levy of tax. Several States including Travancore
Cochin had by that time collected tax from non-resident dealers; 
steps for collection were also in progress in respect of several others. 
In this situation the. Government of India had to step in by promul
gating the Sales Tax Laws Validation Ordinance 1956 (which was 
later on replaced by an Act of Parliament) to validate the levy of 
tax on inter-State sales or purchases for the period 1-4-1951 to 
6-9-1955. 

6. 8 The" difficulties caused by the conflicting judicial decisions 
on the scope of article 286 of the Constitution had to be resolved. 
The Taxation Enquiry Commission (1953-54) had recommended the 
amendment of the Constitution empowering the Central Government 
to levy tax on inter-State sales and purchases of goods other than 
newspapers. Accordingly, the ··constitution was amended by the 
Constitution (Sixth A.mendment) Act, 1956 enabling Parliament to 
make laws to formulate principles for determining when a ;;ale or 
purchase of goods took place outside a State and in the course of 
import of the goods into, or export of the goods out of, the territory 
of India. A new entry was also introduced in the Union List em
powering the Central Government to levy taxes on the sale or 
purchase of goods other than newspapers where such sale or purchase 
took place in the course of inter-State trade or commerce. Pursuant 
to the afore-said changes, the Government of India introduced a 
Bill in Parliament on 21st November, 1956 which was passed as the 
Central Sales Tax Act 1956 (Act 74 of 1956). This Act came into 
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force on 5th January 1957; It enabled the State Government to 
impose on behalf of the Central Government a tax on the sale or 
purchase of goods in the course of inter-State trade or commerce. 
The levy of tax under the Central Sales Tax Act 1956 -began from 
1st July, 1957. 
6. 9 · It was in 1957 that the "Travancore-Cochin General Sales Tax 
Act 1125•" renamed as "General Sales Tax Act 1125"" was extended 
to the Malabar area by Act 12 of 1957. This Act also brought under 
the single-point scheme of taxation a large number of commodities 
by the insertion, for the first time, of a schedule of 40 items of goods 
in the Act. This was a substantial change in the 'scheme of taxa
tion which .originally was almost a multi-point one. 

6.10 On 1st September 1957, the Kerala Surcharge on Taxes Act' 
1957 (Act 11 of 1957) came into force~ By this Act, surcharge·on 
sales tax was levied at ;the rate of 2¥2%, in case the tutnover 
exceeded Rs. 30,000. (The rate of surcharge was .enhanced to ~% 
with effect from 1st Apri11960). 

6.11 Another important change took place in the structure of sales 
tax in the State in 1957. From 14th December 1957 the Central 
Government, after consulting the States, began levying an addi
tional excise duty on mill-made textiles .(other than pure silk), 
sugar and tobacco and tht;l :State gave up the tax on the sale or 
purchase of these commodities. The State was, however, compen
sated for the loss in ·revenue consequent on the abandonment of the 
sales-tax on the above items. The amount of compensation has been 
re-determined from time to time by the Finance Commissions. A 
minimum amount was also guaranteed .to the State by the Central 
Government at the time of the above change. 

6 .12 In 1958 changes were made in the rates .of tax on luxury 
goods. The rates of sales tax on luxury goods varied from State 
to State and this led. to diversion of trade and evasion •Jf • ax. 
The National Development Council, therefore, agreed to a system 
of uniform levy of sales tax on luxury goods. The Conference 
of the Finance Ministers considered the subject further and 
~nimo~ly agreed that a unifor~ rate of ta:c a:t 7 per c~t on 
smgle-I?omt. system should be leVIed o.n certam 1tems of luxury 
goods m all States. Those States which were levying taxes at 
higher rates till ·then were allowed to continue the higher rates 
Schedule I of the General Sales Tax Act was amended suitably. 
A few more items were also added on to the Schedule. · 

6 .13 In 1961 further major changes were made in the provisions 
of the Act. Food grains which were exempted from tax were 
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made taxable under the single-point scheme, the point of levy being 
the first sale in the State. Rice sold through fair-price shops was, 
however, exempted from . the levy. Provision for payment of tax 
at compounded. rates in. respect of dealers with a turnover of not 
more than Rs. 25,000 was made for the first time as a measure 
of: relief to small dealers. And the rate of tax on foreign liquor 
was• enhanced from 25 per cent to- 40 per cent. 

6~ :r4 In 1962 the single-point system of taxation' was made more 
broad-based by the substitution of -a new Schedule consisting of 
as many as 80 items for the existing Schedule I ta the Act. This 
was done taking into consideration the reconunendations · of the 
High Level Sll.les Tax Committee. 

6 .15 The High Level Sales Tax Committee headed,· by Shri 
P. S. Nataraja Pillai, lEx-Finance Minister, was set up in November 
1960 to study the entire sales tax system and make a comprehensive 
report on all aspects of sales tax 'law and administration. There 
had been a persistent demand for simplifying the sales tax system. 
At the same time the Government also felt the need for tightening 
up the administration and plugging up loop-holes in law leading 
to · evasion. The Committee, after a detailed study of the question 
and after taking evidence from representatives of trade, plantations 
and local bodies, members of the LegisJature and. other public men, 
officers, etc., submitted its report in March 1961. It also submitted 
the. draft of a new sales tax bill. After a careful study of the report 
and the draft bill, the Government introduced a new bill which was 
passed and came into force from 1st April', 1963. The Kerala 
General- Sll.les Tax Act 1963 (,Act 15 of 1963) is,. thus, the pre
vailing law on sales-tax. An amendment was. soon made to this 
Act raising the general rate of sales tax from 2 per cent to 3 per 
cent and the rate of tax on luxury items in Schedule I from 7 per 
cent to 10 percent. These changes were also given effect to from 
1st April, 1963. A further amendment to the Kerala Sales Tax 
Act was made- in 1967 by which the tax on· luxury items was 1aised 
to 12 per cent and a feW< items were omitted from Schedule I and 
brought under the -multi7point scheme. 

6.16 In view of the importance of the sales tax in State finances, 
the working of the tax system has been subjected to searching 
studies from time to time. Two Committees-one set up by the 
former Travancore-Cochin Government and. the other by the Kerala 
Government-had--studied the· question and made recommendations 
·to improve its working. Unlike other categories of tax paytlrs, 
traders and businessmen form. an arganised sector of the eonununity 
and\ ·they are able to put across their views effectively. These 
factors combined with the growi~g revenlle" needs of the State 

. Government account for the series·of·changes· brought about in the 
sales tax system from time to time. 
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Existing system 
6 .17 The sales tax system as now existing has been evolved by 
adaptations made from time to time to the changing shift:; in trade 
and commerce, to the increasing ramifications of inter-state flales 
and to the growing fiscal needs of the State Government. The tax
structure has also undergone changes on the basis of judici'll 
verdicts and the restrictive provisions of the Constitution. From 
the revenue point of view, sales tax is the most efficient weapon in 
the fiscal armoury of the State. It is the most buoyant and tlexible 
source of State revenue. The yield from sales tax has gone up 
by over five times during the last decade, i.e., from Rs. 4. 9 ~rores 
in 1957-58 toRs. 26.3 crores in 1967-68. According to thebudget 
estimates :(or_ 1968-69, sales tax accounts for nearly 49 per cent of 
State Taxe1:1; and duties. 

6.18 The State's sales tax system is a combination of single
point and multipoint levies. Under the First Schedule to the 
Kerala General Sales Tax Act, as may as 66 items of goods are 
taxed at single point at rates ranging from 1 per cent to 50 per cent. 
These goods fall under the following categories: 

(i) Luxury goods which are generally used by people in the 
higher income groups and which can, therefore, be taxed 
at higher rates. \ 

(ii) Goods which generally pass through not more than one 
or two intermediate points between the producer or 
manufacturer· and the consumer. 

(iii) Goods which are necessaries of life and which can b·3ar 
only a nominal tax. 

Single point tax is also levied on a few items of goods declared 
as goods of special importance under the Central Sales Tax Act. 

·These are generally raw materials which figure largely in inter
State transactions. The maximum rate of tax that can be levied 
on these articles has been fixed at 3 per cent by the Government 
of India. Schedule II to the Sales Tax Act enumerates the goods 
and the rates of tax applica6le to them. All goods not coming 
under Schedules I and II are subject to multipoint tax at the rate 
of 3 per cent, unless they are specifically exempted either under the 
statute or by notification. The incidence of tax on the generality 
of goods is on sales; on a few items which are mainly agricultural 
tJroducts the tax is levied at the purchase point. 
6.19 The systems of sales tax in other· States also follow .more 
or less the same pattern. In some States like Maharashtra and 
Gujarat tax on certain co_mmodities is levied at two points. Under 
the scheme o~ double pomt levy, t!Ie tax is split up and imposed 
at the first pomt and at the last pomt in the chain of transactions. 
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Though generally speaking a mixed pattern: of single-cum-multipoint 
taxation- is in force in all the Sta:tes; there ar~ subtle differences 
which can· b~ explained by· the· condition of the economy in: which the 
tax· system: operates. For example, industrialised States follow a 
predominently single point'or double point system of taxation, while 
States with· a rural economy depend on multipoint tax C()mbined 
with· single point tax on selected commodities. 

Suggestimls, for tag; reform 
6:.20: Various suggestion&c have been put forward by individuals 
and associations l'epresenting trade and commerce for making drastic 
and fundamental changes in. the sales tax system. We have given 
our careful consideration to all these points of view. 

6:.2ll One suggestiom is that all commodities may· be .pixed at.a 
low.• uniform rate" of, say> 1 per cent. on multipoint basis. It is 
al'gued: that the existing differences in· the rateeo and' points- of·levy 
make. accounting difficult. A trade!' dealing in goodS taxable• at 
various rate&c on different points has. to maintain separate accounts 
for each, type of goodS. Exemptions of certain goods add: to the 
complication. It is-claimed that the suggested change will minimise 
evasion: and will lead to. increase in revenue besides giving consi" 
derabte relief to: both> trade~ and administration; The· substitution: 
of. a- low. multipoint tax, ·white. no- doubt ~implifying• the system, will 
not be- in: keeping. with the social and economic: objectives of· taxa· 
tion: policy; Though apparently the· incidence. of the tax on nll 
commodities is sought to be equalised, in actual working of the 
system there will be cumulation of the tax burden. on necessarin of 
life- and commodities of· common consumption which. pass through 
several stages before they reach the consumer, while luxury goodS 
which do not generally pass_ through more than one or two points 
need consequently bear only a lower tax. This is highly inequitous. 
because it wiU impose a heavier burden on the poorer .. sections of 
the. community. Obviously the proposal has been made purely from 
the li,mited point of_ view. of the trader forgetting that the. real. tax~ 
payer is. the consumer. It is clear to us that the- adoption. of a low· 
rate of uniform sales- tax at all points will certainly result in, 
shrinkage- of the Government's revenue in spite of the simplification: 
of the system that could be claimed. in. favour of such a, measure. 

6:.22 A second suggestion is that multipoint system may be given. 
up· and a single point levy at a high- rate either at a suitable sale 
point or at a purchase point introduced. The advantage claimed· 
is that tax can· be collected from a limited number of dealers; the' 
vast bulk> of retailers will be-relieved: of the responsibility of collec
ting and paying sales tax. The administration, too, will have. an• 
easier joh as they have. to deal with a comparatively fewer number
of assessees. Such a system would. however, be-eminently suitable. 

4J348 
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only if all . commodities J?SSS through - easily ·identifiable· tradE 
channels and could be subJected to taxation. In an. industt'ialised 
State with a high degree of urbanisation, single point taxation 
may perhaps work quite successfully. But the economy of Ke~;ala 
has not yet reached the stage where an exclusive reliance on the 
system of single point sales tax would bring in beneficial .. :results. 
Agricultural produce as well as manufactures coming out of ·small 
scale industri8.1 units. often reach the retailer directly and there :nay 
be no tuable _P?int at all in the case of a large number of commo
dities. The h1gh rate of tax under the single point system may be 
an inducement to evasion and once the gcods slip through the point 
at which tax is levied, the Government loses .the tax on them once 
for all 
6.23 It has also been represented that Sales- tax on selected com
modities may be replaced by additional excise duty. as in the case 
of sugar, tobacco and textiles. This sugge8tion has been made only 
in respect of certain commodities like coffee and tea. The advan
tages of substitution of sales tax by additional excise duty to trade 
and industry are obvious. It is easier to collect additional excise 
duty at the point of manufacture and theoritically there is little 
scope for evasion. This system is, however,_ limited in its appli
cation. Only commodities subject to central excise can be brought 
under its purview. So far as the generality of traders is concerned 
the proposed system will not give them any relief as, along with a. 
few such items, they will be dealing in other taxable commodities 
also. 

6.24 Even apart from all these considerations, the · proposii.l 
involves larger issues concerning the State's powers of taxation. 
As mentioned earlier, it is not expedient for the States to vacate 
any field of taxation especially in view of the wide gap between 
their resources and obligations. Moreover this is not the first time 
when the question of substituting additional excise duty for sales 
tax .has been brought up for consideration. We already have the 
experience of such a. measure in a limited area, and as observed 
earlier, (Chapter 5 paragraph 22). the experience of handing over: 
tobacco, sugar, and textiles for the levy of additional excise in lieu 
of sales tax has not been satisfactory. The current trend of thinking 
in many of the States seems to be in favour of bringing these com
modities back to the ambit of State taxation. In this context the 
suggestion to replace the sales tax on commodities like coffee and 
tea by additional excise duties is not advisable. On the other hand 
the ~mmodities already h.anded ove~ may be brought back to t.h~ 
a.mb1t of State sales taxation for which the State Government may 
move the Government of India. 

6. 25 · On a careful examination of the various views expressed 
before us, we feel that the present sales tax system which is really 
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a blend of both multipoint and single point systems is by and large 
suited to the conditions in the State. The eldsting rate-structure 
is the result of a series of revisions from time to time. Though it 
has contributed substantial revenues to the State exchequer, it has 
not so far ensured the desired degree of equity and progressivity. 
We are accordingly putting forward certain proposals for rationali
sing the rates. 

Rationalisation of the ratoo of 8ale8 taa: 
6.26''· While attempting such a rationalisation the following general 
considerations have been kept in view: 

(i) bringing about a greater degree of progressivity with a 
view to ensuring equity as among the different_. income 
groups; 

(ii) augmentation of revenue; 

(i_ii). simplification of . the tax-structure consistent with the 
needs of the State; 

(iv) administrative convenience; 

(v) tax-exemption in the case of articles of mass consumption 
mainly with a view to reducing the cost of living of 
people in the lower income ranges. 

6.27 The multi-point rate of tax is three per cent and we do .not 
recommend any change in this rate. In the case of "scheduled" 
goods which are subject to single point levy we recommend increases 
in rates in certain cases and reductions in some others. We also 
consider that a few commodities can be brought under the multi
point system. Care has been taken to ensure that the incidence of 
the tax on the vulnerable sections of the people is kept within 
reasonable limits. Our proposals are· explained below:-

(i) The rate of sales tax on the following goods may be raised 
from 12 per cent to 15 per cent. 

(a) Refrigerators and air conditioning plants and compo
nent parts thereof. 

(b) Gramaphones and component parts thereof and 
records. 

(c) Wireless reception il!Struments and apparatus, radios 
excluding radios and transistors costing not more than 
Rs. 150, radio gramaphones, electrical valves, accu
mulators, amplifiers and loud speakers and spare parts 
and accessories thereof. · . 

(d) Sound transmitting equipments including telephones, 
loud speak,ers and spare parts thereof. 
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(e) Cinematographic equipments including camera$, projec
tors and sound recording and reproducing .equipments, 
lenses, films and parts and accessories required for use 
therewith. 

(f) Photographic and other cameras and enlargers, lenses, 
films . and plates; paper and cloth and ·other parts· and 
accessories required for use therewith. 

(g) Binoculars, telescopes and opera glasses. 
(h) All -arms including rifies, revolvers, pistols and -ammu· 

·nitions fo'r the same. 
(i) Cigarette cases and lighters. 
(j) ;Dictaphone and similar apparatus "for -recording sound 
· and spare parts thereof. 

In order to encourage the poorer. sections also to enjoy the facilities 
of mass media of communication sales tax on radios and transistors 
costing not-more than Rs. 150 may be reduced from -12 per•eent to 
5 per cent at the first point of sale inside the -State. We are aware 
that under the present system of sales tax ·the rate ·is .not varied 
with reference to price and that our proposal introduces a new 
complication into the system. But we consider that as this proce
dure is ·confined to radios and transistors which are sold through 
a limited number of dealers in the State, it·will not·give·rise to any 
llllajor .problem or difficulty for the administration. 

(ii) The rate of tax on mosaic tiles and marble chips may be 
enhanced from 7 per cent to 15 per cent; . 

(iii) The rate of tax on bullion and specie may·be·'raised from 
one per·cent to 15 per cent. Similarly the rate of tax 
on precious ·stones, namely diamond, emeralds, rubies, 
real pearls a.nd sapphires, synthetic or· artificlal ·precious 
stones, pearls artificial or cultured, may be· enhanced from 
5 per cent· to 15 per. cent. 

(iv) Ornaments made of gold and. silver; are ;now taxed on 
multipoint basis at 3 per cent. Not more than one stage 
of transaction. t3.!tes pla~e in respect of such ·ornaments. 
Thus the tax InCidence lS very ·low. We suggeat that a 
single point at 15 per cent at the first sale point may be 
imposed on ornaments made of gold and silver. · 

(v) The rate of tax on fire works including col~ured matches 
foamed rubber sheets, cushions, pillows and other article~ 
of foamed rubber may be enhaiiced from 7 per cent to 
12 per cent. 

(vi) The tax on the following goods may be raised from 5 per 
cent to 7 per cent. 
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Upholstered ·furniture. sofa , sets, . dressing tables atid 
furniture& of all .types made of timber. Stainless stei!J, 

_products. 
(vii) Aviation turbine fuel is the only item that is taxed at 

six:per cent and then.te'may be enhanced to·7 per cent. 
(Viii) Only two commodities are taxed at the rate of 4 pt>r cent 

and they .are kerosene and cashewnut and its kernel. The 
tax on cashewnut and its kernel .may be increased from 
4.per cent to 5 per cent.. As regards kerosene oil we· are 

. suggesting 'that it may be brought under the multipoint 
system of taxation. 

(ix) The following goods, which are now taxed at single point 
under the first schedule, may be brought under the 'multi
point -system of ·taxation. 

(a) Folding umbrellas 
(b) Kerosene oil 
(c) :Soap 
(d) 'Matches 
(e) Chemical fertilisers 
(f) -Nuxvomica 
(g) Laurel oil 
(h) Kaeholam 

Pr686flt ·rate 
(Single point) 

5% 
4% 
5% 
2o/o 
2% 
5% 
5% 
5% 

(x) Rubber is now taxed at 2 per cent at the last purchase 
point. We recommend that this rate may be increased 
·to 5·per·cent. 

(xi)'The ceiling of tax on 'declared' goods is 3 per cent. Of 
the seven items enumerated in Schedule II, three are 
taxed at the ceiling rate, three items at two per cent 
.and one item at one per cent. We recommend that the 
T&te ·of tax on all these items may be »xed uniformly at 
three per cent. The increase proposed for each item is 
as follows: 

Cardamom 
Cotton including capas 
and yarn 
Coconut and oopra 
Groundnut · 

E:risting rate Prqposed rate 
2 per cent 3 per cent 

1 per cent 
2 per cent 

.2 per cent 

3 per cent 
3 per cent 
3 per cent 
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The existing Schedule I to the Kerala General-sales Tax Act 
contains 66 items taxed at -ten- different rates ranging from 1 per 
cent to 50 per cent. Of these, 8 items are propos_e?- to ~e taxed on 
multipoint _basis and 2 items exempted. Two addibonalltems (low
priced radios and gold and silver ornaments) are to be newly ent~red 
in the Schedule. Thus under our recommendations -there will be 
58 items in SchedUle I taxed at eight different rates.. Based on the 
turnover for 1966-67, the net additional revenue on account. of the 
above proposals is ~timated to be- Rs. 75 lakh:', after settmg ~ff 
the loss in revenue consequent on the exemption of food grams 
a.nd fire wood from tax recommended in paragraph 6. 29 and 6. 30. 

Tax Rel¥3/. 
6. 28 · We D. ow propose to deal with the question of giving tax relief 
in respect of certain commodities about which representations have 
been made before us. 

(i) Food grains 

6.29 Food grains are now subject to one per cent tax at the first sale 
point. This is an item which was exempt from taxation till April 1, 
1961. Food grains account for a large proportion of the poor man's 
budget. We, therefore, recommend its exemption from sales tax 
so as to lessen the burden on the poor. We are aware of the fact 
that this would involve the Government a substantial loss of revenue 
viz., Rs. 75 lakhs per annum as estimated on the basis of the Food 
Corporation's transactions in Kerala. Nevertheless, we would urge 
the Government to accept this recommendation.. 

(ii) Fire wood 

6.30 Firewood is another item of mass consumption, .and for the 
same reasons as stated above we recommend its· exemption from 
sales tax. 

(iii) Marine products 

6.31 Marine products (i.e., prawns, lobsters, frogs and frog legs) 
which figure largely in the export trade are now taxed at the last 
purchasing point at the rate of 5 per cent. Till 1st September 1967 
the rate of tax on these items· was only 2 per cent. The Marine 
Products Export Promotion Council has represented before us that 
the export trade o_n these commodit~e~ is facing severe competition 
froll!- other coun?"1es and that the r1smg cost of catching and pro
cessmg the manne goods has placed the exporters' in a very dis
adyantageous pos.ition. in ~uoti_ng prices in the world market. It is 
pomted out that m. thlS s1tuatlon, they are losing markets and that 
the recent enhancement o~ tax from 2 per cent to 5 per cent has 
made matters worse. It lS ·therefore urged that marine products 
may be completely exempted from tax. The State Gov11rument has 
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.also forwarded a memorandum from- the above Council for our 
consideration. 

6.3Z We have carefully examined the points raised in the memo
randum. Our impression is. that the main difficulties faced by the 
exporters of marine products are in the areas of production <tnd 
marketing and that a five per cent sales tax by itself does not have 
any. perceptible effect on the bus.iness. The incidence of sales tax 
is limited and therefore, in this case, tax concessions may not give 
any appreciable competitive .advantage to the exporter. 'rha removal 
of their: difficulties, however,·requires the concerted efforts of Central· 
.and Sta~ Governments in respec:t of. production, marketing and 
.finances. · For these reasons we are not inclined to recommend a. 
reduction. or ex~mption from sales tax. 
(iv) Owt1wwnut and kimel 
6.33 Another item ~respect -of whi~ exemption from tax has 
been sought is cashewnut and kernel. The profitability of the 
-cashew processing and exporting concerns is dependent on •1arious 
fa-ctors like a.va.ilability of raw material, wages ·of labour and the 
cost of overheads. Sales tax forms only ·an insignificant element 
i!l!:the costing of the product.· We do not therefore consider that 
this industry needs any tax relief; on the other hand,- we have, 
in 'the process . of ·rationalisirlg the struct1,ll'e of sales tax, recom
mended a slight increase in the tax -rate from four to five per t•ent, 
an4 we. have no doubt in our m4J_ds that. this industry can bear 
taxation at this slightly enhanced rate. . . •'- . -
(v) Petrol and diesel oU 
6.34 Petrol and diesel oil are now taxed at rates higher than in 
Madras· and hence vehicles plying between these two States meet 
their requirements in Madras. It has been represented to us that 

. the disparity in tax has affected the automobile service stations in 
districts ·like Palghat adjacent to Madras State. A plea for reduc
tion in the rates of tax on motor spirit has, therefore, been made. 
While we reriognise that there is some margi!lal diversion of business 
in petrol or diesel oii from our State to Madras,· we do not consider 
that a reduction in the tax is called for on this account. A lowering 
of the tax to the level in Madras, while no doubt stimulating sales in 
the automobile service stations in a.reas adjacent to Madras State, will 
lead to an ·overall reduction in the yield from sales tax on motor 
spirits in the State as a whole. . A tJroper solution to the problem 
can, we hope; be ·arrived at by mter-State consultations. The 
Southern Regional Council for sales. tax is the appropriate forum 
for coming to an agreement in this regard. One. of the difficulties 
which has given rise to this problem is the fact that,. while the rate 
in Kerala is ad valorem tb.8.t of Madras is based on volume. Ad 
valorem taxation is the common mode of levying sales tax in both 
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Madras and Kerala. Therefore,. it may not be difficult to- persuade 
the Government of Madras to fall in line with the Kerala, system 
in this matter; such a course would be advantageous to Madras also 
from the point of view of revenue. 

(vi) Cownut, cO'f!l'u,, coconut oil a:nil oil. oaJre 
6. 35 The oil mill industry in the State is concentrated at Alleppey 
and Calicut. The industry has been facing stiff competition: from 
the millers at Bombay who, by the use of. more. sophisticated equip
ment, get a much• higher percentage of oil from copra. Owing' to 
this competitive advantage, they are able to enten the copra markets 
in the State in a big way. This has vitally• affected the oil mills in 
the State and· several mills• have been• forced to- close· down parti
cularly at Alleppey for-want of raw material: The representatives 
of this industry have made a very strong plea for relief. To have 
a first-hand knowledge of their difficulties, we. visited a few oil mills 
at Alleppey and had also discussions with· some· millers;. 

6. 36 Coconut and copra are· 'declared. goods~ for which the· :naxi• 
mum rate -of tax that can be levied has been. fixed at 3 pen~ cent by 
the Government of India. The, current rate of tax is, however, vnly 
2 per cent at the last purchase point.. COconut oil ·and~ cake . are 
subject to multipoint taxation. at 3 per cent.. To avoid cumulation 
of tax burden !J.nd to provide relief tdl the millers, the: fallowing: tax 
concessions are~ already in force •. 

(a) Where a· tax has been levied· in respect of copra, the, tax, 
if any, levied and collected ·in respect of· the coconut from which 
such copra is produced is refunded. 

(b) The tax on sales by millers• of oil and cake produced• out 
of copra on which purchase .tax has been paid by them is reduced to 
one peD cent. · 

It has been pointed out that these concessions. are not adequate 
~ enable the local Jn!.llers to face. the competition from the• Bombay. 
millers. The followmg, alternative, proposals: were· made. by• t.he 
millers at A!leppey:-

(1) Export of copra from the State may be totally banned~ 

(2) The purchase tax on copra may be enhanced: from z peD 
cent to 3 per cent. The sale-both inter-state and intra
state-oil oilo an<L cake produced: by the millers• in· the 
State out of copra purchased by· them may· be exempted1 
from tax completely.. · 

(3) The tax on the purchase turnover: of copra. may be: raised, 
to three per cent and sales tax may continue to be levied 
at one per cent on. the_ miller.S: sales. turnover of oil and 
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cake. But millers ~ay be given refund. of the tax collec· 
ted to tlie extent' of two per 'cent m respect of the 
purchase of copra which has been crushe<;L in their mills. 

(4) The purchase tax on copra may be revised from 2 to 3 
per cent. The sales tax on oil and cake sold inter-State 
and intra-State by the millers may also be raised from 
1 per cent to 2 per cent. Relief may then be given to 
the millers by ;refunding the entire tax on j;he purchase 
turnover of copra. 

6.37 A total ban on inter-State movements of copra or coconut 
is not feasible in the present circumstances. Therefore, the first 
proposal above has to be ruled out. The othei" proposals deserve 
careful examination. The purchase tax on copra· is proposed to be 
raised from 2 per cent to 3 per cent under all these proposals. We 
have elsewhere recommended the above increase in the rate. With 
this increase in rate the Bombay millers have to pay a higher rate 
of tax to the State and thei'e will be consequent increase in revenue. 
But the crucial point to be decided is in what form should relief be 
given to the oil millers. The altei'natives are: · 

(1) To forgo the existing one per cent tax on sale of oil and 
Cjke; 

(2) To collect tax on sales at one per cent as at present and 
refund the purchase tax on coconut and copra to the 
extent of two per cent; and 

(3) To increase the tax on sales turnover from one per cent 
to 2 pei' cent and refund the entire purchase tax on coco
nut and copra at 3 per cent. 

In deciding. between these alternatives various aspects have to be 
considered, for which reliable data in regard to production, internal 
consumption, export, etc., of coconut, copra, coconut oil and cake 
are ;required. Information regarding the channels through which 
trade in these commodities flows is also relevant. The possibilities 
of evasion and avoidance of tax have also to be looked into. For 
instance, if a sizeable quantity of the oil produced by the millers 
goes out of the State. on "consignment basis", i.e., as transfers to 
branches, any increase in tax on the sale of oil by the miller might 
not lead to a cor;responding rise in revenue; on the other hand, on 
account of the refund of purchase tax to millers, there may even 
be a net loss in revenue .. We are, therefore, unable to come to any 
definite conclusion in this matter, but would nevertheless recom
mend that further relief may be given to the oil millers in the State 
by adopting the more feasible and practicable of the three alter
natives mentioned above. We hope that, while giving appropriat:a 
relief to them, there will be no net reduction in revenue as the pur
chaSJe tax on copra has been p;roposed to be increased from two to 
three per cent. ' 

4[348 
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(vii) Surcharge 
6. 38 A surcharge of five per cent on the tax assessed is .levied. 
This levy has come in for severe cri.~icism .. The represez.t~atlves of 
trade and commerce are unanimous m therr condemnation of the 
levy. It is pointed out that a surcharge, which unlike sales tax 
cannot be pass~ad on to the consumer, is incongruous in any scheme 
of commodity taxation. It is also argued that the surcharge amounts 
to an impost on in<:ome or. profit and hence ~he State has no powe.r 
to levy it. Kerala rs the only State that levies a surcharge on sal~s 
t8fC. 
6:39·· We· understand that the Kerala High Court .has .l).eld. th!i.t 
.the surch!lrge .is le!!;ally sustainable. .Th~' matter. is now a su~ject 
·of appeal before the Supreme Court. , W~ do not therefqre en~r int!> 
the legal aspects of the issue. We, have, however,,. examined th~ 
inciden~e o,f -the . tax on the trade and are. of the VIeW that, ,a .fiv~ 
per cen.t surcharg~<~. on th~- tax ,Will n,ot ,be a heavy burde~. on the 
dealers. We; therefore, do. not 'recommei;ld any change. · · . . 

(viii)' !ncrease in the. :minimum limit of taxable t'!frnover 
6:40 The limit, was fixed as Rs .. 10,000 when sales tax was first 
introduced in the. State and has not undergone any change there
after. A13 commodity prices have increased many-fold sine~ then, 
it is argued that there is a case for raising the minimum, taxable 
limit suitably .. While .it is true that the minimum taxable turnover 
has not been enhanced in keeping with 'the rise in prices, it should , 
be remembered that relief has been given in some othe:r .form to. the 
small dealers. It was in 1961 that provision. was. made in the sales 
tax law for payment of tax at compounaed rate in respect of dealers 
whose turnover was less than Rs. 25,000 in a year. As the incidence 
of the compounded rate is lower than that of the tax otherwise pay
able, this reform in the tax law has given some relief to small dealers. 
For this reason and in consideration of the possible impact of any 
increase in the minimum taxable turnover on the State's revenue 
we do not suggest any enhancement of the limit. · · ' 

Exemptiolw from Ta:,cation 
6.41 Schedule m to the Kerala Gene:ral Sales Tax Act enumerates 
the goods that are exempt from taxation. Besides, several com
modities as well as persons and institutions are also exempted by 
separate notifications issued from time to time. The exemptions 
are based on a _variety of consid~rations. Necessaries of life, perish
able goods, articles use? for l!-~cultural production, goods exempted 
on ac~ount of all_ Indra policres or State policies- or international 
comnntments and _goods ~xempted on .account of taxability under 
other Acts figure m the list of exemptions.. · There are also certain 
isola~ed c~ses where exempti~ns ~a~e ~een given on administrative 
cobsrderations, i.e., -revenue bemg mSlgnificant and assessmentS being 
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difficult and not worth the trouble. Too many exemptions, however, 
result in discrimination and give room for distortion of trade and 
evasion .. As the Taxation Enquiry Commission 1953-54 has stated, 
exemptions which are vague or undefined or are liable to be inter
preted in more than one way a!'e always a source of harassment to 
the traders and lead to. corruption of officials. There is therefore 
need for periodic reviews of exemptions so that such of them as 
have outlived their utility or have led to widespread abuses could be 
curtailed. After a scrutiny of the connected Schedule antl notifi
cations, we recommend that the following exemptions may be with
drawn. 

(i) Rice issued from Oentral (Yf' SfJate Government Depots for sa:te 
thriYUgh fair price shops. · 
When food grains were first brought under the levy of sal<:!s 

tax--::at one per cent single-point-t}le rice issued fl:om Central or 
State Government depots for sale through fair price shops was 
ex.empted. T:pe. systei:r). of distribu~ioi:l of rice has since undergone 
a complete change; at present it is the Food Corporation of India 
that supplies food grains. ThJe need fol: the kind of exemption 
referred to above has, thus, ceased to exist. We have elsewhere 
recommended that food grains may be completely exempted from 
the levy of sales tax. There is, therefore, no need for retaining the 
above item in thJe exemption list as food grains should come in the 
Thkd Schedule. 

(ii) Artificial hearing aids and other accessories. 
(iii) Asphalt or bitumen sold by Cochin Refineries Ltd., to the 

Indian Oil Corporation Ltd., and by thJe Indian Oil Cor
·poration Ltd., to any othel: oil company. 

This exemption is applicable only in sales by one oil company to 
another. In othel: cases this is taxable at multipoint rate and basis. 
·This item is similar to motor spirit and other products enumerated 
as items 57 A to 57 G in the First Schedule. In the case of these 
.goods, .sales from one oil company to another are exempt and tax 
is realised at the point of first sale. On the same analogy, 'asphalt 
or bitumen' may be incOl:porated as entry 57 H in the First. Schedule 
so that sales other than inter-company sales will be subjected to 
taxation. The rate may be 3 per cent at the first sale point. 

(iv) Cooperative societies of country o.il chuck owners. 
(v) Durries. 

(vi) Druggets. 
(vii) Soap manufactured in the State. where the total turnover 

of the dealer does not exceed Rs. 15,000 a year. 
As the exemption applies .not to the manufacturer but t9 

the dealer, the exemption is :not justified. Further we are recom
: mendfugithat·s61ip maybe taken to thJe multipoint system of taxation. 
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The above exemption may therefore lead ·to complications in admini
stration. 

(viii) Potatoes and Babola 
These are generally sold through provision stores. They do 

not strictly come under the category of perishable goods. 

Eoosion and avoidanoe of ta:x 
6.42 Perhaps the most baffling and formidable task that a tax 
administrator has to face is the problem of evasion. It has i:Jeen 
recognised by all authorities that evasion of tax is widespread in 
India. The post-independ8nce period witnessed an unprecedented 
spurt in taxation in keeping with the growing developmental require
ments. The tax systems became more comJ?lex; the net was 
spread far and wide and Government entered mto new areas of 
taxation. The widening of the tax-base led to an increase. in the 
number of potential tax-payers who often resorted to the most 
ingenious devices to escape liability. The stakes of the tax-evader 
also rose along with the rise in the tax rates. The nation as a whole 
has yet to achieve that sense of financial discipline, and the citizen 
as an individual has yet to develop that sense of responsibility, which 
will create conditions in which anti-social elements like tax-evaders 
will be isolated and weeded out from the body. politic. 

6.43 Many of the members of the public who met the Committee 
have averred that considerable revenue is being lost on account of 
evasion f:rom ·payment of sales tax. The departmental officers too 
have admitted that evasion has not been completely eliminated in 
spite of the earnest attempts made so far. Unlike in the case of 
direct taxes the incidence of sales tax falls rarely on the assessees; 
one would, therefore, have thought that the incentive for evasion in 
sales tax is comparatively less. But experience in the administra
tion of the tax has proved that there is as much evasion in thle case 
of sales tax, if not more than, in direct taxes. Evasion of sales tax 
is a greater offence because in most caSJes the evader would have 
collected the tax from the consumers and appropriated it for himself. 

6.44 Allied to the problem of evasion is the avoidance of tax which 
is not strictly speaking illegal and hence not liable to punishment. 
The distinction between evasion and avoidance has been clearly 
explained by the Taxation Enquiry Commission (1953-54) as follows: 

"Leakage in revenue may occur either through the deliberate 
distortion of facts relating to an assessment after the liability 
has been incurred or by so arranging one's affairs before the 
liability is incurred as to prevent its occurrence or to reduce 
the incidence of tax within the frame work of the existing 
legislation. The former state of transaction is usually referred 
to as 'evasion' and the latter as 'avoidance'. Avoidance 
ordinarily arises from drafting defects in tax legislation. Both 
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avoidance and evasion result in loss of revenue to Government 
but the former has a colour of legality about it". 

From the revenue point of view, both avoidance and evasion have 
the same effect. 

6. 45 The problem of evasion has to be tackled from two angles
prevention and detection.· The first step is to identify the points of 
trade at which evasion takes place and find out the modus operandi 
of evasion. Among the measures that may be adopted to reduce the 
scope of evasion are simplifying the tax system, drafting the laws 
and rules in precise and clear terms, and enumerating the taxable and 
non-taxable goods without vagueness or ambiguity. A constant search 
ma:v. be made to find out the loophol!eS i_n the laws and system and to 
plug them effectively. The trends of trade and the channels of marke
ting may be studied from time to time, and suitable precautions taken 
to guard against suppression of turnovers and omission of certain 
types of transactions in the accounts of the assessees. Various 
arrn.ngements exist to detect evasion. There are check-posts at 
all major points of egress or ingress along the State borders to make 
sure that goods are not transported without proper rec<Ji'ds with a 
view to conceal transactions and escape tax. Flying squads check 
the movement of goods· intra-State. Surprise inspections of shops 
and busi.n~s houses are made to find out whether any part of the 
stock has been kept out of the accounts. There is a separate 
Intelligence Wing in the Department which is in overall charge of 
detection work. 

6.46 In view of the statements made before us by knowledgrcable 
persons about the high order. of evasion existing despite the vigilance 
of the Department, we have made an attempt to assess -the magni
tude of evasion in certain selected commodities produced in the State 
yiz.,. coconut, copra, coconut oil and cake, arecanut and rubber. - The 
production figures of these commodities for a few previous years 
were taken as the basis of OIH" calculations. A part of the produce 
(except in the case of rubber) is directly consumed either by the 
producer himself ·or by others without the item passing through 
any stage af transaction attracting tax. This quantity has been 
estimated on the basis of certain assumptions in regard to average 
household consumption and other relevant factors. The value of the 
remaining part which enters the regular market has been calculated. 
Under ideal conditions, the entire quantity entering the regular trade 
channels should have been assessed to .tax at one stage or other. The 
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tax that would have been realised on the above basis has therefore 
been calculated. We find that there is a wide gap between the amount 
so arrived at the actual collections. Even after making generous 
allowances f<a" certain minor factors that have not been taken into 
account or for the approximations in the assumptions and calcula· 
tions made by us, there still remains a sizeable gap that C!!f1I10t .be 
explained. According to us, this gap represents the magnitude of 
evasion. A note explaining the basis and method of our assessment 
of the extent of evasion is given in Appendix IX. We recommend 
that estimates of production of all important agricultural commodi
ties may ·be collected and, after making allowances for seed and 
wastage, non-monetised consumption etc., may be compared with 
the actual turnover assessed to tax in order to find out the extent 
of evasion. Such studies will be quite revealing and will enable the 
Department to take suitable action to tighten up the asseessment and 
collection methods. 
6.47 Different methods are a:doptled for evasion of tax like sup· 
pressing a part of the purchases or sales in the accounts, issuing 
bogus and duplicate sale-bills, not issuing sale-bills at all, maintaining 
duplicate account books, and booking goods through railways in 
bogus names. By a regular and systematic check of goods going 
out of, and coming into, the State and inspection of stock in shops 
and trading establishments, it may be possible to reduce the scope 
of evasion. The practice of consigning goqds through railways in 
bogus names is widely followed. In some cases, goods are sent in 
self-addressed parcels. This method leads to evasion of tax at a 
number of points. The consignor, who is really selling the goods out
side the State, escapes paying central sales tax on the inter-State 
sale. In .the State to which the goods are transported it is not easy 
to trace the goods as the consignee is a bogus or non-existent person. 
The goods pass hands without figuring in the accounts at any stage 
and tim transactions are easily suppressed. It should be possible 
for the Department with the co-operation of the Railways to devise 
suitable measures to put a stop to the practice of transit of goods 
in fake names. We understand that the Government of West Bengal 
has introduced an arrangement under which. certain notified aoods 
entering the State are checked at the railway stations, ports, airports 
and road check-posts along the State borders and the consignments 
a~ released o~y upon produ~tion of P.ermits issued by the appro
priate commerCial tax authonty or railway receipts countersigned 
by such authority. We recommend that similar arrangements may 
be made in our State also in consultation With the Railways port 
authorities and the Airlines. ' 

6. 4~ There ar~ also cases where liability to pay .tax is legally 
avmded by openmg depots or: branches outside the State. The trans
fer of goods by a dealer to his depot or branch outside the State does 
not attract tax. Large transfers take place in this manner resulting 
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in considerable loss of :revenue to the State. The main motive in 
opening the depot or branch is to avoid paymenj; of tax. As this is 
a perfectly legal arrangement, the Department is helpless and unable 
to take any action. This is, however, a matter of common concern 
to all the States. We suggest that the question of dealing with such 
branch or depot transfers made with the object of avoiding tax may 
be examined further in consultation with other States. The levy 
of tax on such transactions has not been possible on account of the 
definition of 'sale' given in the Sale of Goods Act. The Government 
of India may, thierefore, be approached to bring about suitable 
amendments to the above Act with a· view to plug such p:rovisions 
under the guise of depot transfers or consignment sales. 

6.49 ·Another method of avoidance of tax has come to our notice. 
This is resorted to particularly in the case of. agricultural produce 
like rubber, which are taxable at the last purchase point. Some 
producers sell the commodities directly to persons outside the State. 
On the basis of certain recent judicial verdicts, it is not possible to 
tax inter-State sales of goods which are liable to purchase tax. 
Accordingly. the goods taxable at the purchase point, if sold inter
State di:rectly_ by_ the p~oducers, cannot be taxed at any point. Tp.is 
leads to loss of reve,p.ue:to the Sta,tle .. -we are ~ld tha~ th~ question 
'of amending Central Sales Tax Act suitably· in order to enable taxa
tion of such inter-stat~·sales has been take!} up with the Government 
of India. The matter has been hanging fire for over a year. We 
have therefore, considered the possibility of bringing In such sales 
within the orbit of taxation by making suitable amendments to the 
State tax laws. One suggestion that may be considered in this con
nection is that such commodities which are now taxed only at the 
last purchase point may be subjected to a double point levy, i.e., at 
the point of fi:rst sale as well as at the point of last purchase. The 

. adoption of the system of double point levy will, of course, introduce 
a new dimension to the sales tax system obtaining in the State and 
will therefore tend to make it more complex. Nevertheless we would 
urge that the Government may bestow earnest consideration on this 
suggestion and examine its full implications. If it is foundthat the 
above tyP.e of evasion can be successfully tackled only under a system 
of double point levy we would, on practical considerations, favour 
its adoption. We also suggest that the following alternative rates 
may be considered in regard to rubber:-

(i) 2 per cent at the first sale point and 3 per cent at the last 
purchase point. 

(ii) 3 per cent at the first sale point and 2 per cent at the last 
purchase point. 

Appeals 
6.50 The. provision for appeal is a safeguard against capncious 
and vindictive exercise of . power by departmental officers. The 
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Kerala Sales Tax Act specifies matters in respect of which appeals 
can be filed by the aggrieved party. 

6.51 An appeal l:o the Appellate. Assistant Commissioner must be 
presented within 30 days. from the date on which the .order was· 
served. After the lapse of that period an appeal cannot 'be. admit
ted unless lhe Appellate Assistant Commissioner in his discretion 
condones the delay; on sufficient cause being shown. Appeals 
relating to assessment, provisional assessment and ·assessment of 
escaped turnover will be entertained only if the tax or other 
amounts admitted. by the appellant to be due are paid; The 
pendency of ·an appeal does not automatically stay the procee\1-
ings for the recovery of the amount due by the assessee. But 
there is a provision in the Act under which the Appellate Assistant 
Commissioner can give interim relief by granting stay or allowing 
payments in instalments of the disputed tax, if the appellant fur·· 
nishes sufficient security. In ·an appeal against an order of the 
assessing authority, the assessing authority has also a righl to be 
heard in person or through a representative. 

6.52 ·The Deputy Commissioner has powers of revision suo motu 
and on application. He can call for fresh evidence or conduct. 
fresh enquiries. The revisional power can . be exercised both in 
the interest of the State as also of the assessee. An order of 
suo motu revision should not be passed before the expiry of the 
Ume of appeal or after the expiry of four years from the date 
of passing the order proposed to be revised. If .the order has 
been made the subject of an appeal, then also he cannot take up 
the case for revision. An important provision is that the Deputy 
Commissioner cannot pass an order adversely affecting a person 
without giving him a reasonable opportunity of being heard. The 
Board of Revenue has also been vested with 'revisional . powers 
both suo motu and on application subject to the same conditions 
as given above. 

6.53 There is provision for a second appeal to . the Appellate Tri
bunal. The right of ·appeal to the Tribunal is given not only to 
the assessee but also to the Department. An appeal to the Tribunal 
is allowed to an assessee against an order of the Appellate Assistant 
Commissioner, or an order of the Deputy Commissioner exercising 
his suo motu powers of revision or an order of the Inspectin" 
Assistant Commissioner confiscating · goods. As ·regards th~ 

. Department an ·appeal can be preferred only against an order 
passed by the Appellate Assistant Commissioner. An appeal lies 
before the Tribunal both _on fac~s and on law. On questions of 
fact the order of the Trtbunal ts final. On questions of l·aw a 
revision lies to. the High ~o~rt. The assessee or the Department 
can appeal agrunst the . declSlon of · the Tribunal, before the High 
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Court The High Court has also jurisdiction to hear appeals 
against suo motu orders of revision by the Board of Revenue. 

6.54 From our discussions with .the members of the public and 
representatives of trade and commerce, we got .the impression that 
the working of the appellate machinery is far from satisfactory .. 
The ·main complaint is against ·the long and frustrating delays . in 
the disposal of appeals. We are told that the Appellate Assistant, 
Commissioners have a tendency to put off consideration of cases 
involving difficult and complicated issues. Again, it is alleged. that 
the Appellate Assistant Commissioners, being drawn . from the 
cadre of departmental officers, show a tendency to,.uphold the deci. 
sions of the· assessing authorities and seldom take. a 'detached view 
of things, that often they do not have any legal qualifications and 
that they lack judicial sense. The suggestion has therefore been 
strongly made by more than one person that judicial . officers 
should be appointed as Appellate Assistant Commissioners. It is 
also suggested that the Appellate Tribunal may be reconstituted' 
with a Judge as Single Member; in any case the. Departmental 
Member may be dropped from it. · 

6.55 The departmental officers with whom we have discussed all 
these points have admitted that there is a certain amount of delay 
in the disposal of appeal petitions. This is because the work-load 
has -been steadily increasing over the years. It has been given in 
evidence by one of the Appellate Assistant Commissioners. that 
there were about 3600 pending cases in his files. There are .1000 
to 1200 fresh filings in a year. The cases are normally posted for 
hearing ·according to the date of filing. In view of the heavy back
log there will be a normal delay of two to three years in disposing 
of cases. There are also extreme cases where appeals filed as far 
back as 1960 ·are still pending. The Board of Revenue has stated 
that incre11.sing attention is being bestowed now to tone . up the 
appellate machinery. Wherever the work of the Appellate Assist
ant Commissioner has become unmanageable, ·an Additionnl 
Appellat<l Assistant Commissioner is appointed. Thus there are 
eight Appellate Commissioners and five Additional Appellate CrJm
missioners at present. 

6.56 The work-load of the Appellate Assistant Commissioner has 
been fixed as 100 cases in a month and that of the Additional, 
Appellate· Commissioner as 125 cases. .The work-load is reasonable 
in our view; what is undesirable is the practice . of. some officers 
concentrating on relatively simpler and easier cases in order to 
achieve the target, with the result that complicated cases pend for 
years. The Board of Revenue should ensure that the cases are 
taken up in their chronological order, whether they are simple 01;. 
complex, and while reviewing the progress of disposals against the 

4j348 
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prescribed norms some weightage should be given to the more 
complex cases. We would also recommend that the arrears as on 
~ particular date may be segregated and disposed of by appointing• 
~y;ecial Appellate . Assistant Commissioners. In other words a 
situation should- not be created in which the reg1,1lar ·Assistant Com
missioners become fully pre-occupied with the disposal of arrears 
to the neglect of current cases which 'in that process slip into 
the waiting list to be disposed of in the strict chronological order 
two or three years later. When a separate machinery is created 
for disposing of the ·arrears, the current cases can .be aucnded to 
as soon as they are filed. It should then be possible for the appel
late machinery to dispose of all fresh cases within a period of six 
months from the date of filing; cases that are delayed beyond this, 
time-limit should be separately reviewed by the Board of Revenue 
and suitable remedial action taken. 

6.57 We do not think that it is necessary to appoint judi'cial 
officers as Appellate Assistant Commissioners. Sales tax law is a 
specialised field and experience as assessing authority is ·a valuable 
asset' to an appellate functionary. More often than not, appeals 
are preferred on questions of fact and a departmental officer will be 
in a better position to go into such appeals than a judicial officer 
without any insight into the working of the tax laws. On decid· 
ing questions of law a judicial officer may perhaps be bette:
equipped; but we find that appeals involving legal issues invariably 
go before the High Court or the Supreme Court. In the Central 
Income Tax Department ·as well as in the Sales Tax Departments 
of other States also, departmental officers function as appellate autho
rities. We find that there is complete separation of appellate and 
administrative functions at the level of the Assistant Commissioners 
&nd that a departmental ·authority cannot set aside. the decision of 
an Appellate Assistant Commissioner. Thus the present system has 
been designed with due deference to the need for the independent 
functioning of· the appellate machinery. 

6.58 · We would, however, suggest certain guidelines in regard to 
the selection of officers to the cadre of Appellate Assistant Com
missioners. Preference should be given to persons having legal 
qualifications. Senior officers may be posted for appellate work so 
that they would not' only be able to maintain high standards of 
detachment, impartiality and justice but inspire confidence in the 
public. It is also desirable to_ give the officers selected for appellate 
work adequate training. in .i!Jdicial procedures. The question of 
giving judicial training• to' the Appellate Assistant Commissione1·s 
of -Income Tax was considered by the Law Commission (Central) 
who recommended "that the Appellate Assistant Commisioner~ 
sh?uld be given some training in j~dicial pr~ctice ~n~ procedure by 
bemg· attached to a Judge of a C1vil Court, 1.e., D1str1ct Judge, for 
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a period ,of, say,. three months". The Administrative Reforms Com
mission's Working Group OIJ. C.entral Direct Ta:~~es Administration 
has endorsed the above recommendation of the Law Commisshln. 
The Government of Kerala may a)so fall in line with this sugges
tion. An officer 'selected for placement as- Appellate' Assistant Com
missioner of Agricultural Income Tax or Sales Tax niay, accordingly, 
before he starts functioning as appellate authority,.· be given train
ing for, say, three months by ·attaching him to the Presiding Officer 
of a Civil Court,, so that he may develop a judicial frame of• ·mind. 
There should also· be properly equipped reference ·.libraries in •the 
offices of the Appellate Assistant Commissioners and the Tribunal. 

6.59 We do not subscribe to the view that the presence of 'the 
departmental member in the Appellate Tribunal will not . be con
ducive to the maintenance of the highest standards of fairness and 
justice. The Tribunal is· presided over by a judicial officer of the 
cadre of a District Judge. There is also .an Accounts Member. 
Though the Departmental Member may help the oth~r- Members -to 
Ull.derstand the Department's point of view, it does not stand to 
reason to hold that his presence will affect the' impartiality of. the 
Tribunal a~ a whole. There is also the safeguard that the Depart
mental Member is barred from hearing cases which he had per
sonally dealt. with earlier, either as ·assessing officer ·or in any 
other. capacity. We do not, therefore, recommend any change in 
the constitution of the Tribunal. 

6.60 It is not enough if appeals are disposed of quickly; It is 
equally, or even more, important that prompt action is taken on 
the basis . of the decisions·. Any undue delay in this matter will 
leave a trial of bitterness and frustration in the minds of the 
appellants which may . permanently damage the ·department's 
image. We are told that there is a tendency to delay taking action 
on the decisions in appeals on the ground .that there is scope for 
preferring a further appeal. We -strongly recommend that the 
question whether an order in appeal should be further appealed 
against should be decided within fifteen days in all normal' cases. 
In major cases involving questions of l'aw or having other compli
~ations, legal opinion may have to be ascertained and some delay 
iii: inescapable. · But even such cases should be ·accorded a high 
priority at all levels. 

6.61 Arising out of the decisions of the appellate authorities, re
funds may have to be given in a number of cases. We consider 
that the diligence shown by the dep·artment ,in the matter of collect
ing tax should be matched by promptness in allowing refunds. On 
this matter also, we have received complaints of delay and we 
would urge· that this should receive .serious attention. The Inspect
ing Assistant Commissioners ·;md other supervisor! officers should 
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in the cour~e of their inspections finJ out whether there is any 
delay in refunding amounts and give appropriate instructions to the 
·concerned officers. 

6.62 Some decisions of the appellate authorities may be of general 
applicability; so also are most of the judgments of the High Court 
or the Tribunal. In such cases future assessments have to be regu
lated.. in conformity with these decisions. No time should, there
.fore, be lost in bringing such decisions to the notice of all assess
ing, 'officers. The Board of Revenue should issue suitable 
.Clarifications and instructions based on judicial verdicts for the 
guidance of the assessing authorities. 

Simplification of procedures 

(i) Payment of tax at compounded rates. 
6.63 To give relief to small dealers, the Act provides for compound
ing the tax at. fixed rates as .indicated below: . 

(a) De'alers (other than those dealing in cooked- food): 
Where total turnover is Rs. 10,000 1 % of the taxable 

and above but below 15,000 tumover. 
Where totai tumover is Rs. 15,000 H% · of the taxable 

• and above but not more than tiimover. 
Rs. 25,000 

(b) Dealers in cooked food: 
\\'here total turnover is Rs. 20,000 

and above but below Rs. 25,000 R" ·350 
Where total tumover is Rs. 25,000 

and above but below Rs. 30,000 Rs. 480 
Where total tumover is Rs. 30,000 

and above but below Rs. 40,000 Ro;. 1 540 
Where total tumover is Rs. 40,000 

and above but not more than 
Rs., 50,000 Rs. 720 

The full benefit of the scheme is not enjoyed by dealers now, in 
view of the procedures prescribed. For example, the dealer has 
to apply formally to the assessing authority for permission to opt 
for . the compounded system before a perscribed date. Such per
mission is not given automatically; on the other hand discretion is 
.vested with the assessing authority in the matter and he can reject 
the request" for "good and sufficient reasons". The ·assessing autho
rity is also given the .discretion to condone the delay in submitting 
applications for sufficient reasons. It has been represented before 
us that some dealers fail to apply in time owing to ignorance or 
oversight with the result that they are put to a greaf deal of diffi
culty. We consider that formal application need not be insisted 
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upon in such cases imd that all dealers whose turnover is within 
the prescribed limits should b~ enabled ·to pay tax at compounded 
rates without further formaliti~, We recommend that necessary 
amendments may be made in th·e Act and Rules for this purpose. 

6.64 The composition of tax is b'ased ·on the totaf turnover of the 
dealer. This is not a scientific method. We recommend that the 
taxable turnover should be the basis for allowing composition of 
tux. In the case of dealers (other than those dealing in;.cooked 
food) the compounded rate is expressed ·as a percentage of the 
taxable turnover. We would suggest that fixed amounts of tax 
may be laid down for· dealers in; each turnover group, as in the 
case of dealers in cooked food. The following rates may be 
adopted:~ 

Where taxable turnover is Rs. 10,000 
and above but below Rs. 15,000 

Where taxable turnover is Rs. 15,000 
and · above but below. · Rs. 20,000 

Where tax·able turnover is Rs. 20,000 
and above but not more than Rs. 25,000 

(iii Introdu~tion of licensing system. 
'• 

R'l. 125 

Rs. 250 

' 
Rs. 360 

6.65 The All Kerala .Hotel and Restaurant Owner's Association has 
represented before the Committee that, instead of ·assessing .hotels 
and . restaurants to sales tax, a system of licensing may be intro
duced. The Association claims that, ·under the scheme of licensing 
suggested by them, there will be appreci·able increase in revenue. 
The rates of licence fee proposed are as follows:-

Turnover 

Below Rs. 20,000 
Between Rs. 20,000 and Rs. 50,000 
Between Rs. 50,000 and Rs. 1,00,000 
Between Rs. 1,00,000 and Rs. 2,00,000 
Above Rs. 2,oo,ooo . 

Licence fee. 

Rs. 10 
Rs. 200 
!k'"soo 

Rs. t;ooo 
Rs. 2,000 

According to the Association the revenue from licence fee will be 
·of the order of Rs. 54 lakhs; i.e., over three times the present 
revenue from sales tax from hotels ·and restaurants. 

6.66 On scrutinising the calculations. made by the Association ·we 
!{ained the impression that the estimates _of revenue . were inflated 
with a yiew to make the proposal accepta~le. We, therefore, 
formally obtained the comments of the Board of .Revenue on the 
proposal. We find that there is a very large ·disparity between 
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the figures furnished by the Association and the Board ·of Revenue 
in regard to the number of hotels and· restaurants. The two sets 
-of figures are given below: 

Iurnover 

R& 20,000 to 50,000 
Rs. 50,000 to 2,00,000 
Above Rs. 2,00,000 

No. as furnished 
·by the Board of 
Revenue ·(During 

1966-67} 

909 
140 
12 

No. as furnished 
by the · Associa

tion 

13,735 
4,240 

47 

During the year 1966-67, only 1061 dealers in cooked food were asses
sed to tax by the department; the total tax assessed came to Rs. 9.4 
lakhs only. _ Even assuming that the data furnished by the Associa
tion represent the latest position, the wide disparity remains un
explained. We therefore requested the Association to furnish us 
with a full list< of catering establishments in each turnover group. 
'We have received no reply so far. In view of this' meaningful 
silence of the Assocation, we cannot give any credence to the con-
clusions of the Assocation. · 

0.67 The. system of licensing has certain inherent drawbacks, The 
licence fee has to be related to the service that is rendered. There 
ha\'e been judicial verdicts that the fee should bear a reasonable 
relation to the extent of work involved in the enforcement of the 
licensing system. Licence fee cannot therefore be a substitute for 
tax. The system of licensing was in force in the State till 1st 
April, 1963 in respect of a few goods. It was on the basis of the 
recommendation of High Level Sales Tax Committee, 1960, that 
the licensing system was abolished. A system of compounding the 
tax is now in force in the case of dealers in. cooked food whose 
turnover does not exceed Rs. 50,000. We consider that the· bulk 
of the hoteliers will get relief under this provision. In these cir
cumstances, we do not suggest any change in the present system 
of assessment of tax on dealers in cooked food. 

6.68 The data furnished by the Hotel and Restaurant Owners' 
Association lead us to think that there must be considerable eva
sion from tax in this sector. We therefore ·. strongly urge the 
D"partment to tighten up the machinery and pay more attention 
to this sector so th·at all those who escape tax' are brought into the 
net. 

6.69 The 'Backery Owners' Association. Taliparamba, has also 
made a similar request. Their suggestion is that the bakeries may 
.be categorised inJo three, based on turnover, and a licence fee ·at 
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the rates ·of Rs. 250, Rs. 5oo and Rs. 1,000 may be introduced in 
lieu ·of sales tax. For the reasons slated above, it is ·not feasible 
to have a licensing system· for bakeries also. We are, however, 
much· concerned ·about the condition of the owners of· small 
bakeries. Before September, 1967 biscuits ·and cakes were subject 
to single-point sales tax. Accordingly, all backery owners having 
an annual turnover of not less than Rs. 2,500 had to register them
seh•es ·and pay tax. They did not enjoy the facility to compound 
tax at concessional rates. With a view to giving relief to them, 
biscuits and cakes have been brought under the multipoint system 
of" taxa'tion from September, 196(~ Now, therefore, the bakery 
owners need .·register themselves only. if their turnover reaches 
Rs. 7,500 in a year, and no sales tax is payable unless the turnover 
reaches Rs. 10,000. Furthermore, compounding facility is now availa
ble to them, provided the turnover does not exceed Rs. 25,000 in a year 
There may, however, be cases of hardship in regard to assessments 
made under the old system. We would recommend .that such cases 
may be viewed with symp·athy and appropriate relief given by way· 
of partial remission of the tax due. 

6.70 Government have specifically referred to us the question 
wh\lther the bigger hotels and catering establishments. cannot be 
taxed at a higher rate. At present the catering establishments are 
liable to tax at 3 per cent multi-point. .The Board of Revenue is 
not· in favour of the proposal to tax posh hotels at a higher [ate, 
for two reasons: . 

(a) the humber of such hotels in the State is very few and, 
from the revenue point of view, the proposal does not 
merit serious consideration; and 

(b) such hotels cater to tourists ·and, since it is necessary to 
prompt tourism in the State, it is not desirable to increase 
the cost of food and drink served in big hotels. 

The size of the additional revenue realisable from a tax measure, 
though, an ,important consideration in itself, is not the only· factor 
to be reckoned with in a rational tax policy. The customers of big 
h~tels belong to the affluent section of the community and are able 
fo. pay higher taxes.. Again, according to us an increase in sales tax 
will have little impact on promotion of tourism; what tourists need 
are more good hotels and better amenities in them. After consider
in!{ all aspects of the question we feel that there is a strong case for 
taxing hotels with an annual turnover of not less than Rs. 2 lakhs at 
a higher rate of 10 per cent. 

(iii) Standardization of registers and simplification of fo_rms. 
6.71 A few suggestions· in regard to standardisation of· registers, 
elimination of certain unnecessary ones and simplification of forms 
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have been made before us. On enquiry we found that, at departmental 
conferences, such matters are usually discussed and appropriate dec~
sim,s taken. Still we feel that there is need for a fresh look on th~s 
matter. We therefore recommend that the department may consh
tute a committee' to examine all the existing forms and registers etc., 
and to make recommendations to simplify them to the extent possible 
and to eliminate those which do not serve any useful purpose. · 

Public' Relations. 
. . 

6.72 It has been said that it is difficult to tax and to please, for 
seldom does the tax-payer part' with his money with a smile. An. 
element of irritation and harassment is inherent in any system of tax
collection. The need for establishing good relations with the tax
paying public cannot therefore be over-emphasised. 

6. 73 It is the cutting edge level of the Department that conscious 
and purposefuL efforts should be made towards the maintenance of 
good public relations. All enquiries, whether. personal or otherwise, 
should be promptly and courteously disposed of. The attitude of help
fulness and understanding which the staff of the Sales Tax Office 
displays in their dealings with the visitors provides the base for 'the 
development of good public relations. 

6. 7 4. The Board of Revenue should issue a set of instructions to the 
subordinate officers for improving the relations between the public and 
the "sales tax deparhnent. The Board should also publicise from 
time to time the important decisions taken by the Government or 
the deparhnent which are of interest to the dealers. All other infor
mation and gu,idance needed· by the dealers should also be promptly 
supplied. Senior officers in the Board should, in the course of their 
tours, contact representatives of trade and commerce, and devise and 
implement measures by which an atmosphere of co-operation could 
be established between the department and the dealers. 

6.i5 With the growth and diversification of economic activities the 
area of the operation of the sales tax . system has widened. 'The 
various administrative decisions and judicial verdicts have developed 
new dimensions in the application of the laws. For successful admini
·strati~n of the. laws, it is e~s~mtial that all dealers are sufficiently well 
acquamted w1th the prov1s10ns of the rules and with the general 
decisions taken by the Deparhnent. The dealers, many of whom 
inay not know more than the rudiments of account-keeping and busi
ness techniques, may have to be educated in all these matters We 
consider that it is desirable that the Department issues bulletins or 
sta~ts a regular ic:>urnal for th~ benefit of the dealers, who may be 
enhsted .as subscribers to the JOurnal. Authoritative interpretations 
of law, useful s\Jmmaries of judicial verdicts and of departmental 
instructions_ .may· be given in the journal. 
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6.76 We understand- that the Sales Tax Advisory Committ_ee is not 
functioning at the moment. A Committee consisting of representa· 
tives of trade and commerce and of the department will have a useful 
role to play in cementing the relations between the department and 
the assessees. The difficulties of the dealers can be :explained at the 
meetings of the Committee and suitable measures evolved for their 
removal. \Ve recommend that the Advisory Committee may be re-
vived· as early· as possible. · 

Summary of conclusions and recommendations. 

(1) The substitution of a low. multi-point tax in lieu of the 
existing combination of single-point and multi-point taxes 
is not acceptable as it is opposed to the social and economic 
objectives of the State's tax policy and as it will certainly 
result in• shrinkage of revenue. 

(Paragraph 6.21) 

(2) The. alternative suggestion to give up the multi-point system 
completely in favour of a single-point levy at a high rate 
is also unsuitable to the conditions prevailing in Kerala. 

(Paragraph 6.22) 

(3) The suggestion to replace sales tax on certain commodities 
like coffee and tea by an additional excise duly is not accept
able in view of the experience of the State with regard to 
the imposition of an additional excise duty on sugar, tob'acco, 
textiles, etc. in replacement of sales tax. 

(Paragraphs 6.23 & 24) 

(4) The commodities already handed over to the Centre for levy 
of additional excise duty, may be brought back to the ambit 
of State sales taxation for which the State Government may 
move the Government of Inrlia. · 

(Paragravh 6.24) 
.-

(5) The sales tax on luxury goods may be raised from twelve to 
fifteen per cent 

(Paragraph 6.27) 

(6) Low-priced radios and transistors may be taken out of the 
Iisf of luxury goods and the tax· thereon reduce~ to five 
per cent (single point) 

(Paragraph 6.27) 
(7) Bullion and specie, precious stones and orname11-ts made of 

gold and silver may be classed as luxury articles and taxed 
accordingly. 

(Paragrap):I 6.27) 
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(8) Food grains and firewood,. being articles of mass consump
tion, may be exempted from sales tax .. 

(Paragraphs 6.29 & 30.) 

(9) The tax structure and rates in respect of, some other com
modities may be modified on the lines suggested . in para

(10) 

(-11) 

graph 6.27. 
(Paragraph 6~27) 

The incidence of sales tax on marine products is limited 
and, therefore, in this case, tax concessions may not give 
any appreciable competitive advantage to the exporters of 
such products. The removal of their difficulties, however, 
requires the concerted· efforts of the Central and State 
Governments in respect of · production, marketing and 
finances. For these reasons a reduction or exemption from 
sales tax is not considered necessary. 

(Paragraph 6.32) 

The cashew industry .does not need any tax relief, on the 
other hand, in the process .of rationalising the structure of 
sales tax, a slight increase in the tax rate from four to five 
per cent may be made. 

(Paragraph 6.33) 

(12) To find a solution to the problems arising out of the dispari
ties in tax rates in Madras and Kerala in regard to petrol and ' 
diesel oil, efforts may be made to come ·to an agreement 
between the States through inter-State· consultations. 

(Paragraph 6.34) 

(13) While increasing the purchase tax on coconut and copra 
from two to three per cent, relief may be given to the oil 
millers in the State by adopting the more feasible and 
practicable of the following alternatives: 

(a) Forgoing the existing one per cent tax on sale of oil and 
cake; 

(b) Collecting tax on sales at one per cent as at present and 
refunding the purchase tax on coconut and copra to 
the extent of two per cent; 

(c) Increasing the tax on sales' turnover from one per cent 
to two per cent and refunding the entire purchase tax 
at three per cent. 

(Paragraph 6.37) 
(14) No change is called for in the existing five per cent sur

charge on sales tax imposed on the dealers. · 

(Paragraph 6.38) 
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.(15) The minimum' taxable turnover, viz. Rs. 10,000 need not .be 
enhanced. 

(Paragraph 6.40) 

(16) Some of the exemptions Jrom payment .of, sales tax can be 
removed as suggested in paragraph 6.41. 

(Paragraph 6.41) 

(17) Among_ tne measui:es that may be adopted to ·reduce the 
scope of evasion are simplification of the tax system, draft
ing of the laws and rules ·in precise and clear terms and 
enumeration of the taxable and non-taxable goods without 
vagueness and ambiguity. A constant search may be made 
to find out the loopholes in the laws and systems and to plug 
them effectively. 

{Paragraph 6.45) 

(18) ·Trends of trade and' channels of marketing may be studied 
from time to time, and suitable precautions taken to guard 
against . suppression of turnovers and omission of certain 
types of transactions in the accounts of the assessees. 

(Paragraph 6.45) 

(19) Estimates of production of all important agricultural com
modities may be compiled and, after making allowances for 
seed and wastage, non-monetised consumption, etc. may be 
compared with the actual turnover assessed to tax with''the 
object of finding out the probable extent of evasion. Such 
studies will be quite revealing and will enable the department 
to take suitable action to tighten up the assessment and 
collection methods. 

(Paragraph 6.46) 

(20) Arrangements may be made, in consultation with the rail
ways, port authorities and the airlines, for checking goods 
(that may be notified for this purpose) entering the State at 
the railwav stations, ports, airports and road checkposts 
along the .. State borders, the consign:nlents being released 
only upon production of permits issued by the appropriate 
sales tax authority or railway receipts countersigned by such 
authority. 

(Paragraph 6.4 7) 

(21) The question of dealing with avoidence of taxes by means 
of branch or depot transfers inter-State may be exainined in 
consultation with other States. It may be possible to solve 
this problem by suitably amending the provisions of the 
relevant Central Acts. 

(Paragraph 6.48) 
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(22) The feasibility of introducing double-point taxation .. iii the 
case of commodities which are now taxed only at .the last 
purchase point, such as rubber with a view to s?lving the 
problem of avoidance of tax by the sale of goods mter-State 
directly by the producers, may be considered. If .-this is 
feasible, the following alternative ·rate-structure may be 
considered in regard to rubber: 

(23) 

(24} 

(a) Two per cent at the first sale point and th~ee per cent 
· at the last purchase point 
(b) Three per cent at the first sale point and two per cent 

at the last purchase point. 
(Paragraph 6.49)• 

The Board of Revenue should issue stringent instructions to 
ensure that appeal cases are taken up in their chronological 
order, whether they are simple or complex; while reviewing 
the progress of disposals against the prescribed norms- some 
weightage should be given to the more· complex cases. 

(Paragraph 6.56) 

All the _appeal cases not yet posted for hearinf' as on a· parti
cular date may be segregated and disposed of by appointing 
special Appellate Assistant Commissioners. 

(Paragraph 6.56) 

(25}. A time-limit of six months may be fixed for disposing of, fresh 
appeal cases; cases that are delayed beyond this period 
should be separately reviewed by the Board of Revenue and 
suitable remedial action taken. 

(Paragraph 6.56) 
(26) It is not necessary to appoint Judicial Officers as Appellate 

Assistant Commissioners. But in selecting officers to the 
cadre ·or Appellate Assistant Commissioners preference 
should be given to persons having legal qualifications; senior 
officers may be posted for appellate work so that they· would 
not only be able to maintain high standards of detachment 
impartiality and justice hut also inspire confidence . in th~ 
public. 

(Paragraph-s 6.57 & 58) 

(27) An o~ce~ selected for placement as Appellate Assistant 
Comrwss1oner may. before he starts functioning-as appellate 
authority, be given training for, say, three months by 
attaching him to the Presiding Officer" of a Civil Court so 
that he may develop a judicial fra~e of mind. ' 

(Paragraph 6.58) 
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(28) There should be .properly·. equipped. reference libraries in the 
offices of the Appellate . Assistant. Commissioners and the 
Tribunal. · 

(Paragraph 6.58) 

(29) No change in the constitution of the Appellate Tribunal is 
necessary. 

(Paragraph 6.59) 
(30) Prompt action should be taken cin the decisions in appeal 

cases. Whether an order in appeal should be furthe1· 
appealed again"st should be decided within fifteen days in 
normal cases. Even in complicated cases the matter should 
be accorded a high priority at all levels. 

(Paragraph 6.60) 

(31) Refunds arising out of the decisions of appellate authorities 
should be given promptly; complaints of delaJ in this matter 
should receive serious attention. 

(Paragraph 6.61) 

(32) Decisions of appellate authorities and High Court having 
a bearing on future assessments should be quickly brought 
to the notice. of all assessing officers. The Board of Revenue 
should also issue suitable clarifications and instructions 
based on judicial verdicts for the guidance of the assess
ing authority. 

(Paragraph 6.62) 

(33) Formal application for compounding tax need not be insist
ed upon; all dealers whose turnover is within the prescribed 
limits may be enabled to pay tax at compounded rates with

. out further formalities. Necessary amendments may be 
made in the Act and Rules for this purpose. 

(Paragraph 6.63) 

(34) The taxable turnover, and not the total turnover, may be the 
basis for allowing composition of tax. 



{37) 

(88) 

(89) 

{40) 

(4t) 

(42) 

{43) 

(44) 

{45) 
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As it appears that there is a good deal of evasion of tax by 
the proprietors of hotels and · restaurants, the. sales t3:x 
department may take steps to pay more attention to this 
sector, so that ·an those who have escaped tax are brought 
into the net. 

{Paragraph 6.68) 
Cases of hardship ansmg out of the assessments made in. 
respect of small bakeries while biscuits and·. cakes were 
liable to single-point sales tax may be viewed with sympathy 
and appropriate relief given by way of partial remission of 
the tax due. 

(l'aragraph 6.69) 
Food served in hotels with an annual turnover of not less 
than Rs. 2 lakhs may be taxed at a higher rate of 10 per 
cent. 

(Paragraph 6. iO) 
A committee may be constituted in the sales· tax department 
to examine all the existing forms and registers and to make 
recommendations to simplify them to the extent possible 
and to eliminate those which do not serve any useful purpose. 

(Paragraph 6.71) 
The Board of Revenue may issue a set of instructions to the 
subordinate officers for improving the relations between the 
public and the sales tax department. 

(Paragraph 6.74) 
Important decisions taken by the Government or the Depart
ment which are of interest to the dealers may be published 
from time to time. 

(Paragraph 6.74) 
Senior officers in the Board of Revenue should, in the course 
of their tours, contact representatives of trade and com
merce, and devise and implement measures by which an 
atmosphere of co-operation could be established ·between the 
department and the dealers. 

(Paragraph 6.74) 
The sales tax department may issue bulletins or start a 
reg~ar journal fo!" the benefit of the dealers, who may be 
enlisted as subscrib~rs to the journal. Authoritative inter
pretations of law, useful summaries of judicial verdicts and 
.of departmental instructions may be given in the journal. 

(Paragraph 6.75) 
The 8ai.es Tax Advisory Committee may be revived as early 
as possible. · 

(Paragraph 6. 76) 



CHAPTER7 

TAXES ON MOTOR VEHICLES 

Historical 'Background. 
7.1 The .history of taxation of motor vehicles in India l;>egins with 
the passing of the Indian Motor Vehicles Act of 1914. This Act was, 
however, mainly intended to regulate and control motor traffic in 
the country. Various kinds of fees were also prescribed in the Act 
for purposes of >registration, permits, driving licences, etc., and these 
constitute the first direct impost on motor vehicles. Indirect levies 
like tolls and customs duties were, however, in existence even from 
an earlier period. The expansion of motor vehicle traffic in the 
years following the first World War highlighted the neeJ for syste
matic development of roads for which financial resources had to be 
found. The Indian Road Development Committee set up by the 
Government of India in 1927 studied the problem and recommended 
the creation by the Central Government of a Central Road Fund out 
of the proceeds of a special tax on motor spirit, and the imposition 
of a special tax on motor vehicles by the Provinces. The Com· 
mittee had envisaged that the motor vehicles ta.'t would be a con
solidated tax re-placing separate levies like tolls. It was based on 
the recommendation of the above Committee that a regular tax on 
motor vehicles was introduced. 

7.2 The Government of India Act 1935 did not, however, make any 
specific mention of 'tax on motor vehicles' but the Provincial 
Governments legislated on this subject under the residuary powers 
vested in them. · Under the Constitution of ln.:lia, "taxes on vehicles" 
is in the State List (entry 57 in List II in the Seventh Schedule). 
There is also a new item "Taxes on goods and passengers", in the 
State list (entry 56 of List II). At the same time, there is an entry 
in the Concurrent List regarding "mechanically propelled vehicles 
including the principles on which taxes on such vehicles are to be 
levied" (entry 35 of List Ill). No legislation on the principles of 
taxation of motor vehicles has been enacted by the Centre so far. 

7.3 Taxation of motor vehicles had been the subject of enquiry by 
various committees from time to time. The first comprehensive 
study of the subject since independence was made by the Motor 
Vehicles Taxation Enquiry Committee (·1950). This Committee, was 
appointed to enquire into the systems of taxation existing in the 
different states and to recommend the basis of a scientific system 
of taxation with the object of providing 'cheap, rapid and efficient 
transport', and of securing reciprocity in taxation. betwee11 various 
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States. The Committee found that there were variations in the 
number and nature of levies existing in the various States. The 
Committee found that there ·were variations in the number and 
nature of· levies existing in the various States. It recommended that 
there should be only two taxes on motor vehicles, viz., fuel tax and 
motor vehicles ta.'t, and that all other taxes like entrance tax, tax 
on passengers and goods, local taxes like octroi, tolls, wheel taxes, 
etc. should be abolished. The Committee also suggested suitable 
ceilings . for fuel tax (i.e., tax on motor spirit) and motor vehicles 
tax. The basis of· motor vehicles _ tax was also prescribed as 
follows:-

Motor cycles_:_flat rates 
Motor Cars-unladen weight 
Goods vehicles-laden weight 
Buses-seating capacity. 

7.4 There was no general agreement aniong the States in regard 
to the abolition of octori and other local taxes or to the fixation 
of ceilings on motor vehicles tax. .The Technical Committee of the 
Transport Advisory Council, considering the recommendations of 
the Motor Vehicles Taxation Enquiry Committee, came to the con
clusion that ceilings should be prescribed and specified in the legis
lation to be enacted under Entry 35 of the Concurrent .List. As no 
unanimity among the States could be reached on this matter, further 
action was not pursued. 

7.5 The Taxation Enquiry Commission (1953-54), while endorsing 
the recommendations of the Motor Vehicles Taxation Enquiry Com
mittee regarding the principles and basis of taxation of motor 
vehicles, adopted a more pragmatic · approach in regard to ·the 
question of laying down ceilings and consolidating all taxes into 
a single tax on motor vehicles. The Commission held that the 
question of fixing maximum rates was chiefly one of co-ordination 
between State taxation and Union policies and was a matter to be 
cleared by the Transport Advisory Council or decided by an inter
State Taxation Council to be set up. As regards multiple taxation 
the Commission's view was that, where the rates of motor vehicle; 
tax were kept adequately low, a tax on passengers and goods might 
reasonably be levied, but, where the motor vehicles tax itself was 

· very ~igh! the levy of a sep~rate tax on passengers an·d goods would 
be unJUstifiable. It also pomted out that the question of abolition 
of octroi, terminal taxes, etc., should be decided on broader grounds 
and not merely on the basis of their impact on motor vehicles tax. 

7.6 Since 1950, several States not only raised the rates of motor 
vehicles tax but introduced a n~w ta~- on passengers and goods, even 
though the key note of t~e- deliberations· of all Committees or study 
groups set at the all India level was tax-reduction and tax-simpli
fication. The Roard Transport Taxation Enquiry Committee (1965-67) 
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wb.U:Q. is tJu: )4test CpmtntU~~ Jll r~p.gJ.i on -this 13ub.iect has pointed 
p\lt .. th.at "i~ spit!l pf .~ever,al <;oml!l.i!!e.e$ having gone into the 
question and recommended a ceiling QJ!. motor vehicles tax and 
uniformity in taxation levels, no practical step has been taken to 
@plelllent ti).~; 'ecomJl).enda.tions" · The Committee's finding is as 
fpJJ.gw.s,:~ ' · 

"A perusal of taxation statistics ii1dicate~ · t)lat tl!.xes QIJ. motor 
v-ehicles increJlsed at a rate faster than all other !\).xes. . In 
Hl50"51 ta,xes on motor ve})icles forme<! 6.15 Per oeent .o1 th\) 
total revenue of the country. The percent,age had jnc;rel!,seq .to 
8.55 in 1959-60 and in 1.965-66 it had risen to 13.33 .of the total 
tax revenue. CompareJ to the growt)l of n!ltional inc;o!Jle or th\l 
net output fro1n commerc.e, trl!.nsport and c0m.municl!.tioll$? thl} 
revenue realised from motor vehicles taJ~-es h!!.s r!!g~ter\ld . ,a 
.substantial growth dur.ing t.Iw last ·fifteen Years." · · 

TJ;!.is Comroi~e.e })as ~;ome to the conclusion that the tax element 
jn ~jle .cost ,of APCr!ltion of .the ·motor transport sy10tem has become 
a .<leUI).ite dj~ine!!nliye tQ the healthy development of road transport. 
rhe recon;~mendations .of the Committee in regard to taxation . of 
J;JWtpr iVehi~lell J:P.I!.Y he summl!.rised 1!.8 follows:~ 

(i) The number of taxes affecting motor vehicles should be the 
minimUn;t and it would be preferable for 11ll of ,t.h\)ffi to 
be collected by· a .single agency. There sho11ld P\l a proc 
-vision for compounding go9ds and ,i:>J:~ssenger t\).X. · 

J.»1 _.Stl!.te .Gqver.nment~ s,l;lo11ld bllse !,heir tl!.xation 10chedules 
f9r goo<ls ve.W#.es on regi§tered laden w.eigh~: I,Jnifor~ 
mity in tnx pr9~dwel! is the first ~>tep for ratiomllisation 
of ~e \a~ SP"Ilctu,r.e .oq !lU-India. 1;11!.~ • 

• (ji,i) ';I',Qe .cen.tr!ll .ru;ld ,State Govl!rnment should consider having 
a concessional rate of tax for all light .commercial vehicles 
up to a payload of one tonne. 

(iv) From ma,ny points of view, fuel tax would .be 'an ide~ 
way of re,!llising revenue ,from motor operation. 

(v) Fee~ .w::e chi!Iges fo_r specific· serv~ces rendex:ed. They are 
_to be reJated to .the cost on ti).ese ser:vices. Taxe11 l'hould 
~ol be .levieJ). in the guise ~>!' fees. 

{v:i.) ';I'l;le pri,neiples of taxation should be .embo.:lied in an ; Act 
91 P11r!iament. 

{vii•) Some relief should be given by way of tax reductions to 
the transport operators. If this is not possible, atleast 
no further increase should be made in the existing level 
.of taxation. · 

7.,7 T~ :ltolld TranSP9I:t l)evelopment Council, whicq me~ receq~y 
l!.t l';Jy~QJre, ,di!!.CU$1!ed -tl)e sul>ject of taxation of molor :veh1cles Wl~ 

.4JS48 



$peeiftc referenee to the recbmmendations · of the ~ove Connilittee. 
The consensus of opinion expressed at the meeting of the Council 
was in favour of a tax-freeze. · · · 

7.8 Motor vehicle taxation in Kerala followed -more or less tlui 
same pattern as in other States. In the former states of Travan~ 
core _and Cochin, tax on motor vehicles •was introduced in the year 
1121 M.E. (1946 A.D.). After the integration of these two States, 
a' unified Act (Travancore-Cochin Vehicles . Taxation Act). was 
'introduced in 1950. This Act was in force in the Travancore-Cochin 
area at the time of the . formation of the Kerala State ... In the 
Malabar area, the Madras enactments were in force. , Madras 
was· one of the earliest States to levy motor ,vehicles tax; 
the rates of tax were also very high compared, to -those in. force 
In other States. The ceiling rates of tax suggested by_ the Motor 
Vehicles Taxation Enquiry Committee, 1950, were lower than the 
rates prevalent in the State of Madras. From 1953, a tax on 
passengers and goods was also levied by the- Madras State. Thus 
at. the time of' States' reorganisation, there was a tax ·-on passengers 
and goods, besides motor vehicles . tax in 'the Malabar area. The 
tax systems in the constituent units of Kerala State were unified only 
in 1963. 

7.9 -The administrative arrangements were, however, unified in 
1958. Till then, the adminislTation of the tax was the responsibility 
of the Police Department in the Travancore-Cochin area. A traffic 
and taxation branch was attending to this work in ·that Department. 
In the Malabar area, there was a separate Regional Transport 
Officer in charge of this work. With 'effect from 1st July 1958, a 
separate motor vehicles department was formed for the adminj.stra
tion of ·l!he Acts relating to taxation of motor -vehicles and regula
tion of• motor traffic. 

7.10 The Kerala Motor Vehicles Taxation Act, 1963, and the Kerala 
Motor Vehicles (Taxation of Passengers and Goods) Act, 1963, were 
brought into force throughout the State fron;J. 1st July 1963. Along 
with the unification of the tax systems, the rate-structure was also 
revised upwards. On private motor vehicles, a vehicles tax only 
is levied, while on stage carriages and public carrier vehicles a tax 
on passengers and goods is also levied in addition to motor vehicles 
tax. The Kerala Motor Vehicles (Taxation of Passengers and 
Goods) Act 1963 was amende.! in 1967 providing for the levy of a 
tax on goods on private carrier goods vehicles, as. in the case of 
public carrier goods vehicles. The motor vehicles tax on goods 
vehicles having a laden weight of 11000 kgs., and above was also 
enhanced. Similarly the compounded rates of tax on goods on 
vehicles with a registered laden weight of 9500' kgs. and abo\ie were 
also· increased'in 1967. These increases in tax le.l-:to a-state-wide 
agitation and as a result of discussion between the representati'rell 
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of lorry owners and the .Government it was~decided to. reduce the 
tate• of motor v~hiCles tax on· goods vehicles falling 'in the highest 
$lab of. laden weight and ·to·:restore the status quo in respect of the 
tax, on, goods· applicable to them. 

~xisting System 

ll.ll The basis· for taxation of motor vehicles is laden weight for 
goods ·vehicles, · seating 'capacity for stage carriages and unladen 
weight for other· vehicles including motor cycles. The tax is fixed 
for a quarter and is payable in advance. The rates of tax applicable 
to. the· most· common categories of vehicles are given below:~ · · 

Rs. 

1. Private cars (more than 750 kg. hut not 
more than 1500 kg. unladen). 40 a quarter 

2. Motor· vehicles plying for hire, permitted to 
carry:. 

(a) more than 3 persons but not more than 
5 persons · : 100 

(b J more than 5 persons: 

(i) for every seat'ed .passenger, if 
distance_ ·Permitted to be covered in a 

- · does not exceed 200 kms. 
- exceeds . 200 kms .. 

(ii) For every standing passenger 

the 
day-

35 
40 

10 

3. Goods vehicles at fixed rates based on laden weight. 

" 

" 
" .. 

Vehicles exceeding 11000 kgs. but not exceeding 
12000 kgs. · 800 , 
For. every ·additional 250 kgs. 25 , 

Where the registered owner of a motor vehicle is a co-operative 
society, the tax payable is only one-half of the normal rates. 
Motor vehicles used for agricultural operations are completely 
exempted fron1 tax. 

7.12 Tax on passengers and goods is levied at the following rates:-

Stage carriages 10 per cent on the fares and freights. 

Public carrier goods · 5 _per cent on the freights. 
vehicles· 

Private carrier goods 
vehicles ~ 

2 paise per . tonne-kilometre of the 
goods. 
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TRete iS provision to c6mpound the {!lx in fh:e foilowbilt fua:tiner1-

Stage carriages 

Public carrier vehicles 

48 paise . ver seat per yelil' per kilO• 
metre of the total diStance perftiitted. 
to be covered in a day or, at .the 
option of the operatof, Bs. 25 pet 
seat per quarter;. for every standing 
passenger one third of the above fee. 

& 112.50 per quarter. 

Almost all . the transport operators . are compounditlg the tax oii 
passengers and goods, as otherwise they will have to maintain elabo
rate accotihts, submit a number of• returns, and produce registers, 
counterfoils of tickets etc., for inspection. 

1.13 · In addition to these two taxes, tees are inip6ged for various 
purposes under the. Indian Motor Vehicles Act.. -The rates· in some 
cases are prescribed in the above Act itself; in other caseii. tM State 
Government have prescribed the rates. The fee for driving license 
falls under the first category. Fees for ~earner's license, for issue 
of badges to .driver and conductor, for registration .of motor vehicles, 
for fitness certificates, for permits etc., are laid down in the .Kerala 
Motor Vehicles Rules, 1961. 

7.14 Taxes oil inoior. V'ehicles havE! grown iii ilnpol'tance in recent 
years. The revenue from this source rose from Its 1.5 crores in 
1957-.58 to & 6.02 crores in 1967-68, The steady increase in the 
number of, vehicles as well as the enhancement of the rates and the 
extension of the tax on passengers and goods throughout the State 
in 1963 have contributed to the buoyancy of these taxes. The follow
ing table indicates the order of the increase in the number of 
vehicles in .the State:= 

Motor cycles 
Motor cars including jeeps 
Taxi cabs including autorikshaws 
Goods vehicles 
Stage carriages 
Others 

Simplification of the tax system. 

1958-69 1966-67 

1362 
9363 
1045 
4303 
2616 

426 

2~~~~ 
5626 
9184 
4273 
1129 --- -~-

19115 49506 
--- ---

7.15 The replies to our questiomiaire contain inter alia the follow
ing suggestions for simplifying the tax system:-

(i) A fuel tax may be introduced abolishing the existing taxes 
on motor vehicles alid on passengers and goods. 
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(ii) Th<e · fax on pll!lsengerg and goods which is now levied sepa• 
rately may be ctimbined with the .tax on motor vehi~ler. 

·The levy of a special fax on mot<lr.'spitit a$ a supp{ement to vehicles 
tax was first recottuneltded by the . Indian Road Oevelopment Com• 
:lnittee,-1927. The Motor Vehicles taxation EnquiryCommittee tMO 
suggested that, in the plate of the existing muitil>licity _of taxes, there 
shCJt!ld only be fw6 bilte!l on tiiotot vehicles, viz., a fuel tax and a 
motor vehicles tax.· According to the Committee the fuel tax· should 
be ·m the form Of a surcharge 'oli Central exci$e duties. The Road 
Transport Tnation Enquii:f <:;otniilittee . _19&5-61 has gone a step 
further and cbllimended the levy of ·a fuel tax abolishing all other 
taxes oii niotor "Vehicles. n is claimed that such a tax would be 
qUite convenient fot the taxjjii}'et, atid easy to coliect. · There would 
be mirlimum scope for l!vi!Siort. · 

7.16 · Attraetivl! as the proposal ll!J~ears to be at the fint blush, it 
is doubtfUl· whether it will be f6a$ible In the conditions in out 
country. No doubt, it has the virtue of_ simplicity and of apparent 
equity.- · Fuel, "i<e., iliotor !lpitit, is even now $ubjected to central 
excise ·duties and State SllleS tax .. "the !Jre_seilt .proposal therefore 
amounts to increasing sithlit the excise duties or the sales tax on 
motor spirit, The possibility of a special ·levy is also therl!l; but it 
would make taxation of mofot spirit mor6 complicated: Motor s-pirit 
is now taxed at the point o( production and sale, ·and it will be 
easier to increase the levy at one o~ these points than to design a 
new method of taxation,· If sales tax is to be increased to the extent 
necessarj to covl!t- the proceeds of taxes ofi motor vehicles also, the 
quantum: af increase Will hllve to \'al'l' c!onsidetably from State to 
Stbte, Motor spirit ill a tOinillodit:Y that largely figures in inter-State 
transactio~ and the displll'ities in til:i: mcidence on this eommo.fity 
•will place certaitl States itl a disadvantageous position. The alter· 
native may · be to le'Vy art additional excise duty on iiiotm• spirit. 
Evert thotigh, fl'oin the point of view of c!OIIection there will. be no 
complicatidnl difficulties will atise iri the detettttiriat,ion or the entitle· 
ment of each State out of the proceeds of thl! additional excise duties. 
Further, no State is likely to agree to a curtailment of its power 
of taxation. Thus the proposal to levy fuel tax is not feasible and 
does not take into account the economic1 political and constitutional 
realities. Even otherwise tuel tax would not be an equitable levy 
as it is not related to ability to pay, The incidence of the tax falls 
in equal measure on the transport operator who is running a business 
and on the owner of a private vehicle. The proposal cannot there· 
fore ba supported, even if it were administratively feasible. 

1.17 'rhe second proposal, viz., combining motor vehicles tax an.i 
tax on passe!l,gers and goods into a single levy, js worth consideration. 
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Till 1!)6<!, a single motor ve)l,icles t~ was.' being :levied .in. th!l T~;:avan
core-Cochin area. The ·Motor . .Vehicles:.(Tal[ation -of-Passengers and 
Goods) Act has thrown irksome I·esponsibilities on the operators of 
stage. carriages and . goods vehicles. The·. computation· of· the tax 
under the provisions of this Act is a strain not only on the operator 
but on the Department also. . The drill prescribed in the above Act 
an'.:l the Rules issued under the Act is a matter of deep resentnrent 
to operators, particularly -those in the T:i-avancore-Cochin area who 
were unused to the system of taxation of passengers and goods. 
The provision for compounding the tax is, of. course, a silver lining. 
But even for paying the tax at compounded rates, the operator has 
to apply in the prescribed form seeking permission for. compounding 
the tax. After getting authorisation from the Regional· Transport 
Officer, he has to make remittance at the treasury. All these compli
cations can be avoided by combining the tax on p_assengers and goods 
with the motor vehicles tax. We therefore recommend that the 
separate tax on passengers and .goods may be. abolished and that 
the rates. of motor vehicles tax may be correspondingly enhanced. 

7.18 We understand that· the unilateral abolition. of tax on passen
gers and goods and consequent enhancement · of motor vehicles tax 
by one State may. lead to disparities in the tax burden on inter-Sfate 
operators of transport vehicles. A · transport operator of our 
State permitted to operate in the neighbouring States of Madras and 
Mysore also will have to pay the higher rate of motor vehicles tax 
here under the new system and also the tax ·on passengers and 
goods in force in Madras or· Mysore on the basis of the mileage 
operated in that Sfate. At the same time an operator of Madras or 
Mysore permitted to operate in Kerala also ne·ed pay only the lower 
motor vehicles tax in that State and no tax at ·an in Kerala in ·the 
absence of anv separate tax on pass·engers· and goods here .. This 
puts the inter-State operator of Keral;1 at a disadvantage as compared 
to his counterpart in Madras or Mysore. We suggest that suitable· 
inter-State agreement may be· made with the neighbouring StateS. 
to avoid such anomalies,- when the simplified ·system ·of tax recom., 
mended by us is introduced. 

Tax relief. 

7.19 · The representatives of transport· operators who met the Com
mitfee have strongly pleaded for a reduction of 'the tax burden. ·It 
is pointed out that transport operation has become uneconomic owing. 
to the rising cost of operation broughf about mainly by the taxation 
policies of the Centre_ and. the State. The prices of vehicles, spare 
parts and components and motor spirit have gone up considerably 
during the last few years, the order of increase ranging from 12 per 
cent in the case of diesel oil to over 100 per cent in. the case of
batteries and certain spare parts. The wages of labour have also 
increased substantially during this period. Furthermore, it is alleged 
that, as compared to the State Road Transport Corporation, private 
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opere: tors ·are. •in .a disadvantageous .. position in . the following 
·matters:;.;_ 

(a) Private, operators have_ to. face. stiff competition. 
(b) Th~y are constrained .to raise finances on very unfavourable 

term~. 

(c) Since the St~te. Road "I:ransport ·Corporation has a sort of 
monopoly in :respect of most oil the long·distance routes 
the private· operators are mostly left with uneconomic short-
distance routes' ' 

(d) Many 'of the roads. al~ng. which they are operating are not 
generally as well maintained as the National or State High
ways, and henee their vehicles are subjected to greater wear 
and tear; · · 

' 7.20 The . main. demand of· the · operators is that fares should be 
enhanced in keeping .with the increase in the cost of operation. In 
view of the persistent representations made by them, the Government 
appointed a committee in December 1966 to examine the fare 
structure. and to make appropriate recommendations. This Com
mittee submitted·'its report .in October 1967. Since the recommenda
tions of this Committee are before the Government we have not 
ma.de .a separate study of the question of fare-increase and hence 
ave not making any specific recommendations in this matter. 

7.21 Coming to tax relief, regarding· which also we have received 
representations, we feel that the simplification of the tax system 
suggested by us will go a long way towards removing irksome and 
irritating procedures, particularly in regard to the tax on goods and 
passengers. We consider that a relief by way of .tax reduction as 
such is not called for. The incidence of the taites in Kerala cannot 
be held to be very high when compared to the rates in the neigh
bouring -stares; the 'tax· burden in our State is in fact, lower than 
in Andhra Pradesh which simplified the tax system in 1963, abolish
ing the, .tax on passengers and goods. 

Proposals /IJt augmenting revenue. 
7.22 Taxes on motor vehicles directly impinge on the road trans
port system which has to play a vital role in a State like Kerala 
were rail mileage is. woefully inadequate. ·The operational cost of 
road transport is. comparatively high in the State in view of· the 
uneveri terrain and the frequent -.iamages to the road system caused 
by the monsoons. Taxation of motor vehicles is, therefore, an are• 
where one has to proceed very cautiously and where . the principle 
of 'what the traffic can bear'· has to be strictly applied. The econo
mic-col:iiiitions in the- State and the low per capita· income llCt ·u 
limiting factors. to increasng fares in keeping with rise in tax le.v~ls; 
We, therefore, consider that there is hardly any scope for rauung 
taxes on motor vehicles. 



7.23 Nevertheless, Jher\l js .om~ IU'e3 wl;!,ich. rllguir\\3 3tl4nti.on. 
Rules 301 and 302 of the Kerala Motor Vehicles Rules 19!U. pres• 
eribe the minimum number of ~ea~s for ~tag!;l .<;.!U'li,ages according 
to their wheel-base. The minimum prescribed for various types of 
11ehicles is }ow; it does not .exeeed 39 in the ease: of any vehicle. 
The modem types of vehicles have a large wheel-base and invariably 
hav~ 11- ~11ch high!lr seating ~papity tb~tn tbat provided in <these 
ru.les. Of course, th~: rul~s pr~cr,ibe . o.nly ·. th!l minimum and the 
oper,l!.tQr& are at lib!lrty to J.nerease ~hll nqmhe.r awl provide for a 
bigher seating capacity. In actual practice mo.st of the private 
operators, especially in Traval).c!)r!!-.Cochln a.re~J:, pr,ovide only the 
minimum number of seats $0 that the !a:x; Uabili.ty is kept at the mini
mum. Depending upon the rot~te mll!lage, vebicle tax ;raQges from 
Rs. 35 to Rs. 40 per quarter in respect of a seate.4 ,passenger and 
Rs. 10 per quarter in respect of a standing passenger, The numbe!-" 
pf stanomg passengers is reckone.d at one-fourth of the seating capa
c~ty. )he .compounded rate .. of ta:x; on passe.nger~ wQrks out to Rs. 25 
per .sitting pass.enger and Rs. .8.33 in the case of ~tanding passenger. 
lly providing only the obligatQry minimum number of seats, the 
transport operators stand to gain as they need pay tax at a lower 
rate .only while they will in fact h!l getHng ;higller returns by .earrying 
passengers up :to the full capa,4;ity. · 

7.24 At the disc~Jssions with the Transport Commissi.o!ler and other 
departmental officers the Committee was informed that there is scope 
for revising the .table prescribing the seating capacity for vehicles 
of <liffereu.t wl).eel-bases. The depiJ.:rtment has already examined 
this question an.:l h11.s sent proposals to the Government for revising 
the table contained in Rule 30:1 in the following manner:,-,. 

E~ting Proposed 

Wheel-base Seats .WMtl.bas1 Saats 

100" to 115" 16 100" to 115" 16 
(both inclusive) 
116" to 130" 20 Jl6" to 1~o· 20 
131' t!) 145" 23 121" to 135" 25 
146" to 165" 27 136" to 160" 36 
166" to 180" 34 161" to po• !J5 
Ull" to. 199" ~6 J.71" l:P 195" 45 
.200" and above 39 196" to 2W 50 

ab!We 210" 55 

We recommend the above proposals of· the 
acceptanee of the Government. 

Department f9r thl!l 
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7 .25. On the basis of the details of vehicles furnished by the 
Department, the additional revenue per annum consequent on the 
conversion of the existing stage carriages into the revised seating 
pattern is estimated to be Rs. 65 lak.hs under motor vehicles tax and 
Rs. 37 lakhs under tax on passengers an.i goods. But the conver
sion of the existing vehicles fitting them into the new seating pattern 
can only be done in stages'; time may be allowed till the end of 
March 1970 for completing such conversion. The full financial effect 
of the proposal will therefore be realised only from the beginning 
of the financial year 1970-71. About 400 vehicles are newly regis
tered every year; and in their case provision of seats under the 
revised formula can be insisted upon as a condition prece.ient to 
registration. On an average an additional revenue of Rs. 18 lakhs. 
will be realised every year on account of new vehicles put on the 
road. 
7.26 The Kerala Motor Vehicles Rules 1961 prescribe the rates of 
fees for registration of VJehicles, transfer of vehicles, application for 
permits, issue of trade certificates; issue of fitness certificates etc. 
These rules have been issued in exercise of the powers conferred on 
the State Government under the Motor Vehicles Act 1939, (Central 
Act IV of 1939). The rates in many of the cases have been fixed 
years back. On . a review of the entire rate-structure, we consider 
that there is justification for raising the rate in most of the cases. 
In one case, however, the rate shonld be reduced, as it has been 
increased disproportionately last year. Our proposals are contained 
in the Annexure to this chapter. · 

Problems of administration. 
7. 27 The Transport Colnmissioner is the head of the motor vehlcles 
department. There is no full-time Transport Commissioner; the 
Second Member, Board of Revenue, is also the ex-officio Transport 
Comissioner. He is assisted by a Deputy Transport Commissioner 
and a Secretary at the headquartlers. In each revenue district, 
the-e is a Regional Transport Officer assisted by a Joint Regional 
Transport Officer and a Motor Vehicles Inspector. The Deputy 
Commissioners of Agricultural Income Tax and Sales Tax Department 
who are functioning on a zonal basis are also given limited powers 
of control ap.d .supei"vision over the Regional Transport Officers. 
At the lowest level of the hierarchy are the A.ssistant Motor Vehicle 
Inspectors who are posted for field duties such as checking vehicles, 
testing them for issue of fitness certificatJes etc. No territorial 
jurisdiction has been prescribed for the Assistant Motor Vehicle 
Inspectors. The functions of the department may be classified 
into two--those relating to regulation of motor traffic and those re
lating to collection of taxes. The Motor Vehicles Act, 1939 (Central 
enactment), contains provisions, in so far as they are applicable 
to the State, are administered by the Department. The Department 
is also responsible for the realisation of taxes on motor vehicles •. 

4J348 
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7: 28 From our discussions with members of the public and de_part
ihental officers, we got the impressi~n that the depa~ment lS on 
the whole not functioning at the desired level of efficiency. Norms 
of workload have not been prescribed for and followed by the staff, 
with the result that work has tended to accumuate and fall into arre
ars. Dela.y is the root cause of corruption and other malpractices; !Jle 
need for ensuring prompt and timely ·disposal · in a tax collection 
department saddled ?Jith regulatory. functions cannot. be over-e_m
phasised. We were Informed that,· m 1961, the question of :fixmg 
norms of workload fO!' the clerical staff was taken up and at a depart
mental conference certain yardsticks were actually evolved. But 
these have not been :finally acoopted; nor have steps been taken to 
strengthen the staff to the extent necessary. Quite recently, Joint 
Regional Transport Officers have been appointed in the districts to 
give relief to the Regional Transport Officers, but, so far as office 
staff is concerned, the position remains the same. We, therefore, 
recommend that ea!'ly steps may be taken to fix suitable norms of 
workload and to strengthen the clerical and other staff to the extent 
found necessary on the basis of such norms. 

7.29 To ensure prompt realisation of dues, it is very necessary that 
D.C.B. accounts are maintained properly. The accounts branch of 
the Regional Transport Offioos should be properly equipped for this 
purpose. It is understood that the Government have recently 
decided to dispense with the system of maintenance of D.C.B. accounts 
in respect of all non-transport vehicles fO!' the reason that the taxes 
realised from them amounted to only four per cent of ilie total 
revenue whereas the vehicles constituted about sixty per cent of the 
total number of motor vehicles in the State. We agree that this is 
a step in the right direction, but other appropriate measures should 
be adopted to eheck whether taxes are being paid without default 
by the owners of such vehicles. For example, checking of such 
vehicles en route periodically may serve the purpose. The reduction 
in the volume of work under our suggestion would of course, enable 
the staff to devote concentrated attention on transport vehicles and 
might minimise the need for additional clerical staff at the time of 
enforcement of the norms of workload. We also recommend that 
an accounts branch may be organised in each of the offices of the 
Regional Transport Officer under a Head Accountant. 

7.30 At our discussions with the departmental officers we felt the 
necessity for a 'planning and development wing' in th~ head office 
of the Department so as to make a systematic study of taxation and 
the proble~. relating. to transpo~ . development. Transport being 
a very sen~Itive So?d VItal se.ct?r, It !S neoossary to examine all pro
posals havm~ an Impa<:t on It m the!!' proper perspective. A pro
perly orgaruaed plannmg. a!J-d ~ey~lopment wing will be able to 
collect th~ .necessary statistics, Initiate relevant studies and evolve 
SO\Uld policies. 
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7. 31 Another weak point in the administrative system is the in· 
adequatle control exercised by the Deputy Commissioners of Agri
cultural Income Tax and Sales Tax. These Deputy Commissioners 
whose main work and inte!'est lies in the administration of their 
department, have not been able to supervise the work of the Regional 
Transport Officers in a s.y!'tematic way. The Deputy Transport 
Commissioner functioning at Trivandrum may not find time to exer
cise a close vigilance over the WO!'k of all officers in the Department. 
To minimise the opportunities for corruption and other malpractices, 
proper supervision is necessary. We would, therefore, urge that 
suitab!Je arrangements may be made in the department to ensure 
proper supervision over the work done by the subordinate officers. 

7.32 Our proposals for toning up the administrntion might involve 
some additional expenditure, but we consider that this will be fully 
justified not only by the increased tempo in collections but by the 
efficient level of services that will be rendered to the public. 

Slliiilll.ary of conclusions and recommendations 
1. The proposal to leyy a fuel tax in lieu of the existing taxes 

on motor vehicles and on passengers and goods is neither 
feasible nor acceptable. 

(paragraph 7.16) 
2. The tax on passengers and goods may be abolished and the 

rntes of motor vehicles tax correspondingly enhanced. 
(paragrsph 7 .17) 

3. The tax reform suggested above might operate to the dis· 
advantage of owners of transport vehicles registered in 
Kerala and operating on inter-State routes. To avoid such 
a situation it is necessary to come to a suitable agreement 
with the neighbouring States. 

(paragrsph 7,18) 
4. Since the recommendations of the Stage Carriages Fare Re

vision Commit-we (1966-67) are before the Government we 
have not made a separate study of the question of fare
increase and hence are not making any specific recommenda· 
tions in the matter. 

(paragraph 7. 20) 

5. Any relief by way of tax reduction as such in the case of 
transport operators is not called for. 

(paragrsph 1:21) 

6. There is hardly any scope fO!' raising taxes on motor vehi· 
cles. 

(paragrsph 7.22) 
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7. The proposal submitted by the Moftothr Vehictin~es Depar!mt enoft 
to the Government for revision o . e .sea &" capac1 Y 
vehicles of diffei'ent wheel-bases as mdicated m paragraph 
7. 24 may be accepted. 

(paragraph 7 .24) 

8. Time till the end of March 1970 may be IJ.~O"!'ed toh. the
1 operators for completing tbe convers10n of eXlStmg ve 1c es 

fitting them into the new seating pattern. 
(paragraph 7.25) 

9. In the case of transport vehicles ~o be newly put on ~e !oadd 
provision of seats undJer the !!'eVlsed formula can be ms1ste 
upon as a condition precedent to registration. 

(paragraph 7.25) 

10. The fees prescribed under the Kerala Motor Vehicles Rules 
may be revised as recommended in the Annexure· to this 
chapter. 

(paragraph 7.26) 

11. Early steps may be taken to fix suitable norms of workload 
and to strengthen the clerical and other staff to the extent 
found necessary on the basis of such norms. 

(paragraph 7. 28) 

12. While agreeing that the decision to dispense with the system 
of maintenance of D.C.B. accounts in l;'espect of all non
transport vehicles is a step in the right direction, it is 
considered necessary to adopt other appropriate measures 
like periodical checking of such vehicles en route, to ensure 
that taxies are being paid without default by their owners. 

(parag!raph 7.29) 

13. An accounts branch may be organised in each of the Regional 
Transport Offices under a Head Accountant. 

(paragraph 7.29) 
14. It is desirable to have a properly organised Planning and 

Development Wing at the headquarters of the department 
so as to make a systematic study of taxation and the 
problems relating to transport development. 

(paragraph 7 .30) 
15. Suitable arrangemen1;s. may be made in the department to 

ensure proper supervtSlOn OVei' the work done by the subordi
nate officers. · 

(paragraph 7.31) 
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ANNEXURE 

(Vide paragraph 7. 26) 

Name of Seroice 

(I) 

Driving licence 
For learner's licence 
For oral test for authorisation to driving transport vehicles 
For issue of a badge 
For test of competeoce for parts I and II or for part II alone 
School of motoring for the grant of an initial authorisation 

for one year 
For issue of a duplicate badge 

Cotulu&tor' s licence 
For oral test of conductor 

For issue of a badge 
For duplicate ·badge of conductor 

Transfer of ownnship 
Noting of transfer of ownerships: 

(i) of a motor cycle 
(ii) of a vehicle other than motor cycle 

Rlgistralion of Motor Vehicles 
(a)· For a motor cycle below 3 1/2 H. P. 
(b) For any other motor cycle or a motor cycle with side 

car or an invalid carriage 
(c) For a light motor vehicle 
(d) For a medium motor vehicle 
(e) For a heavy motor vehicle 
(f) For a road roller 
(g) For a trailer 
(h) For a temporary registration 
For issue of a duplicate registration oertificate 
For making a note of hire purchase agreement in the registra

tion oertificate of a vehicle already registered or cancella
tion of the note regarding hire purchase agreement 

Trade oertificate-for grant or renewal; 
(a) For motor cycle not exceeding 8 cwt. Unladen weight 

(i) for 12 months 
(ii) for 3 months or part thereof 

Existing 
rate 

(2) 

Rs. 

2.00 
2.00 
2.00 
2.00 

25.00 
2.00 

1.00 
2.00 
2.00 

2.00 
100.00 

5.00 

10.00 
20.00 
30.00 
40.00 
25.00 
10.00 
2.00 
2.00 

2.00 

6.00 
2.00 

Proposed 
rate 

(3) 

Rs. 

5.00 
5.00 
5.00 
5.00 

50.00 
5.00 

2.00 
5.00 
5.00 

5.00 
25.00 

15.00 

25.00 
50.00 
60.00 

100.00 
40.00 
30.00 
5.00 
5.00 

5.00 

10.00 
5.00 
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Name~Stroia Exisling Proposed 
rtJie rtJie 

(1) (2) (3) 

Rs. Rs. 
(b) In any other case; 

(i) for 12 months 30.00 50.00 
(ii) for 3 months or part thereof 10.00 15.00 

For duplicate trade certificate 2.00 5.00 
For recording an alteration to a motor vehicle 2.00 5.00 
l'or grant or renewal of certificate of fitness 

(a) For a contract carriage IS.OO 25.00 
(b) For any other transport vehicles 25.00 40.00 

For issue of duplicate fitness certificate 2.00 5.00 
For supply of copies of partlculara of registration for every 

5 or lesser number of vehicles •• 1.00 5.00 

Omltol ~ lrtJrUporl whieks 
For appeal under section 64 to State Transport Authority .. 10.00 25.00 
For revjsioo petition to State Transport Authority 25.00 50.00 
For every agjlication for permit to be published under 

section (3) of the Act •• 15.00 25.00 
For issue of duf.licate permit (Part A or B or for both) or 

for issue o duplicate teJnpOrary permit •• 2.00 5.00 
l'or transfer of permit On the death of holder 2:00 5.00 
l'or issue of or renewal of a licence for 12 months 25:00 50.00 

• The exemption allowed to the Kera1a. State Road Transport Corporation may be 
: •hdrawn. 



CHAPTER 8 

STATE EXCISE DUTIES 

Historical background. 

8.1 The term 'excise' means Government tax or duty levied on 
certain goods manufactured, sold or used within a count1·y. 'Duties 
of excise on ·alcoholic liquors for human consumption" have remained 
a source of revenue of the State or Provinces in Jndia since· they 
began to be levied. Thus State excise duties have come to mean in 
common parlance duties on liquors. Though intoxicating drinks 
were consumed from the earliest periods of our history, the levy of 
~duty or a tax on them with a view to secure revenues for the Govern
ment is of recent origin. 

8.:l In India the system of levying duty on liquors began only with 
the advent of the British. The excise laws and rules framed during 
the early British period· were largely modelled on the British liquor 
laws. The outstill system under which large areas were farmed out 
to individual bidders for excise purposes was followed throughout 
the country. Under this system, the right of manufacture and sale 
was entrusted to the same farmer over an extensive area. Within 
that area the farmer was free to open as many shops as he chose. 
The farming system underwent gradual changes. The area of the 
farms was reduced; later on, the right to distil and sell in specified 
places was sold in auction. The next stage in the evolution. of the 
excise system was the separation of the right of manufacture from 
that of sale. This led to the establishment of a numbex of private dis
tilleries. A later development was the auctioning of the rip;ht of sale in 
independent shops. Thus the present system has been evol\"ed through 
a series of experiments. The principles underlying the excise policy 
were adumbrated in the Government of India Resolution of 1905; in 
a nutshell these were "minimum cousumption and maximum reve
nue". Accordingly the tax on liquor was raised with the ostensible 
object of checking consumption. These principles remained the bed
rock of official excise policy till the formation of Congress ministries 
in some of the Provinces in 1937. 

8.3 In the Malabar and Cochin parts of Kerala, ·a tax used to be 
levied on the drawers of toddy and distillers of arrack from very early 
times. This tax known as the 'knife and still' tax was in the nature of 
a profession tax. By early nineteenth century the farming system 
had come into existence in most _parts of the State. Certain .ch~ 
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were introduced in Travancore in 1879-80; annual licensing of foreign 
liquor shops was brought into force and abkari farms were rented out 
on triennial leases. By the Madras Act I of 188\), fundamental refonns 
were made in the excise system in Malabar. The privilege of manu
facture of arrack was assigned to a contractor on payment of a lump 
sum determined by competition. · The -·privilege of retail sales was 
sold by auction for small areas except in municipal towns where each 
shop was auctioned separately. Similarly the privilege to open shops 
for sale of toddy was also auctioned. A tree tax was levied on trees 
selected for tapping. In Travancore and Cochin these changes were 
made only by stages; _the new system. came. into force throughout 
Travancore by 1914-15·and throughout Cochm by 1916-17. . . . 
8.4 The resolution,. on fundamental rights passed by the . Karachi 
session of the Indian National Congress laid down that intoxicating 
liquor and drugs should be totally prohibited except for medicinal 
purposes. Picketing liquor shops and toddy booths was a part .of. the 
civil disobedience movement ·of the early thirties. When Congress· 
ministries were installed in office in 1937 in some of the- Provinces 
following the inauguration of Provincial Autonomy, prohibition got 
official recognition and attempts were made to implement it in selected 
areas. The policy, however, received a setback, with 'the resignation 
of the ministries in 1939. Also, the drinking habit received a spurt 
under conditions of war. "Fuller employment, larger incomes, night 
shifts in factories near industrial projects and the presence of ·foreign 
troops; all these stimulated the drinking habit and tlius brought 
about an enormous increase in excise revenues (all-India) which stood 
at Rs. 50.2 crores in 1946-47 as against Rs. 14.1 crores in 1935-36".* 
8.:> Prohibition was revived when: popular ministries came back into 
office at the end of the war. One of the earliest measure adopted by 
the Governments that were formed after independence was the imple
mentation of prohibition in a phased programme. Malabar and 
Chittur Taluk of Cochin became dry on 1st October, 1947. In Travan
core, prohibition was introduced in Neyyattilikara taluk on .17th 
August, 1948. · After the integration of Travancore and Cochin pro
hibition was extended to Trivandrum, Nedumangad, Chirayinkii and 
Talappilly taluks on 17th August, 1949; to Cranganore and Pathana~ 
puram taluks on 17th August, 1950 and to Kottarakara taluk on 1st 
April, 1955 ... Thu_s .when Kerala State was formed, about 58 per cent 
of the area contammg about 56 per·cent of the population was in the 
dty belt. 

8.6 The financial difficulties of the State, however, stood in the way 
of extending pro~ibition to fur~er are!ls. Faced wilh the need for 
resources of considerable·· magmtude to finance the Five Year Plans 
the State could not afford to forgo any Part of the revenue it was 
getting from liquor excise. Enforce~ent of prohibition laws became 
a problem ·as wet -and dry areas existed side by side in the State. 

· • Report ·or the Prohlbltton Enquiry Committee 1954.-55-page 89. 
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Smuggling of liquors to prohibited areas became rampant. Illicit· dis' 
tillation. with all its attendant. evils entrenched itself in the dry. ar«MS 
and grew into the· dimensions of a cottage industry. More or less 
similar conditions existed in other parts of the country also and people 
began to think seriously whether it was worthwhile to stick on to a 
policy which is not only.difiicult of implementation buL is also actually 
'aiding· and abetting'' bootleggers and other anti-social clements to 
operate· freely and thrive at the cost of the State exchequer. Some 
Sintes reacted to this situation· by relaxing restrictions on the con
sumption of liquors having a low alcoholic content. . In: any case the 
need for a pragmatic approach in the matter got incresing recognition. 
In 1967. the Government .of Kerala decided upon a complete reversal 
of the prohibition policy and from· 1st May, 1967, prohibition was 
lifted in the dry areas of the State. The Cochin Abkari Act (I of 1077 
M.E.) with suitable modifications was extended throughout the State 
by Act 10 of, 1967. 

8.!7 The present excise system may be briefly described here. The 
right of vend of toddy; arrack and foreign liquors is sold separately. 
The nlliDPer and location of shops is determined by the Government 
and the privilege of sale through specified shops is sold in auction 
every year to the highest bidder. The contractor who purchases thl! 
right of vend .of toddy gets also· the right to manufacture toddy but 
he has to pay a tax called 'tree-tax' on each tree tapped. The trees 
used for tapping are coconut, sago. and choondapana and different 
rates of tax are prescribed for each of them. In the case of arrack 
the right to sell does not carry with it the right to manufacture. The 
arrack vendor has to purchase arrack at the ·specified price fn•m 
the supply contractor; The.right of manufacture and supply of arrack 
or cocobrandy of specified strengtli is given in tender to the distiller 
who quotes the lowest price at which he could supply the same to the 
vendors. ·This system is known as the contract supply system or the 
central distillery system. The licensed vendor gets arrack from the 
supply contractor on payment of still-head charges which include 
duty to the Government and the price to the manufacturer. Sale of 
foreign liquor in ·wholesale shops, hotels, restaurants and clubs is re
gu!ated by a licensing system under which a fee is collected as luxury 
tax. Foreign liquor taverns which conduct retail sales are, however, 
sold in auction.· 

8.8 In 1958-59 a new experiment was made in the system of dis
posing of the right of sale of toddy in some of the excise ranges of 
the State. Instead of auctioning the right; it was conferred on tap
pers' co-operative societies on a negotiated rental. The tree tax 
system was also modified ~ these areas and a fixed .amount of tax 

· was collected from each society which was given the right of tapping 
as many trees as they wanted. ·This policy· was given up and auction
iJlR· system reintroduced in all' the wet ranges from· 1960-61 onwards. 

4.1348 



178 

Proble1118 of .administration. 
8.'1 We now praceed 'to deal with certain problems :of ad~inistra· 
tion of the abkari laws which have come to our nobce .dunng o~r 
diseussions with the departmental officers and members of the public. 

8.10 There is a teudency on the part of certain excise contractors. to 
form themselves into monopolies and control the business. of. vend1ng 
liquors in as large an area as possible. They start by b1ddmg very 
high at the auctions and taking all the shops in a place; then they 
extend their area of operation year after year until they are able. to 
eliminate other contractors from an extensive area. Once havmg 
entrenched themselves over a large area, they are able to hold down 
the bids successfully 'at the subsequent auctions. It is reported. that 
such a monopolistic clique is operating over large parts of Tr1ch?r 
D1strict. The results of the auctions for 1968-69 showed that, m 
a1·eas where monopoly contractors were able to eliminate competi' 
tors, the rentals actually c~~me down, while in the other parts of the 
State the rentals had gone up. This happened at a time. when the 
overall results of the auctions in the State indicated a large increase 
in rentals as compared to the previous year. • It is feared that, unlt>SS 
IIH monopoly is broken, it would cripple the growth of exCise revenue. 
Wf'. find that the department is fully seized of this problem and hope 
that measures will be evolved to meet the situation. The solution hes 
in inducting new contractors into those areas where competition has 
been practically eliminated. The immediate effect of· this might be 
a loss of revenue; but despite the initial loss, a decision has to be taken 
to encourage new competitiors; lest a situation should be .created 
in which a few powerful contractors control all the shops in the State· 
and virtually hold the Government to ransom. In this connection the 
question of giving the right of vend to tappers' co-operative societies 
on suitable terms In places where such a course of action is advisable 
may also be carefully considered. The problem has in any case to 
he tackled from a long term point of view. 

R:ll. A_nother P.r~b~em .tha.t has assumed seriou.. proporti•>ns is illicil 
<hs~illabon and. dhc1t dnnkm/{. The problem is perhaps as old as the 
txctse sy~tem Itself. ~hen, m pursuance of the policy of ~minimum 
consumption and maxtmum revenue', the rates of excise· duty on 
liquo~s wer~ .P~hed up since the turn of the present· century, the 
pracbce of ilh~tt manufactur~ an~ sale of liquors got a foothold. Not 
much of capital or expertise 1s needed for distillatiori · the raw 
materials and ingredi~nts required are easily available· and the remote 
)>arts of the countryside or the areas adjoining the forests afford ideal 
conditions in which. this n':f~rio~s activity can be pursued· without 
fear of easy detecbon. Illicit hquors being duty-free can be sold 
che~p and have a ready m_arket. The wide .margin of profit·in boot
I«"~Jllng at~racted p~rsons m s~arch o~ easy money to t!:tis business. 
Wtth the mtroduction of partial prohtbition tn the State, conditions 
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were ·mo$t -favourable to illicit distillers who flourish anc< made huge 
profits. ·Even after prohibition has been lifted illicit distillation con
tinues unabated; 

~.12 The main sources of illicit liquor are illicit distiilation, illicit 
tapping, smuggling of foreign liquor, medicinal and toilet prepara· 
lions having alcoholic content and diversion of industrial alcohol. 
It is obvious that the widespread use of illicit liquor has a depressing 
effect on excise auctions as it affects the sale and consumption of 
licit liquor. More than th'at, it is also a health hazard; it is well known 
that the illicit liquor is injurious to the health of the consumen as 
various poisonous materials are often used in the manufacturing 
process. Again, it breeds corruption and other malpractices and 
stimulates crime. We urge the Government thllt systemelic and con· 
tiuuous efforts may be made to root out these malpractices and that 
this should be done with topmost priority. Even if any additional 
-expenditure is found necessary by way of strengthening detection 
staff. or providing ~·ehicles to them, Government should not hesitate 
to incur such expenses. The methods of detection and prosecution 
may be made more efficient so that the guilty do not escape the hands 
of the law through any procedural lapses on the part of departmental 
officers. 

8.13 It has been suggested by several persons that the Government 
should run a distillery. At present three private distilleries are opcrat· 
inP. in the State besides one for the manufacture of cocobrandy. "'e 
understand that these distilleries can meet the entire demand for 
arrack in the State and that even now, due to shortage of molasses, 
they are not able to function to their full capacity. Proposals are 
now under consideration to cultivate sugarcane on a large scale and. 
if these materialise, the availability of molasses would improve in 
dl.Je course. We consider that the proposal for the establishment 
of a Government distillery may be taken up as and when the supply 
po~ition of molasses improve. 

8.14 It is pointed out that the system of collecting tree lax from !lw 
contractors on the basis of the number of trees tapped lcuds to much 
administrative work besides causing inconvenience to the contractors. 
A suggestion has, therefore, been made that a lump sum may be 
realised as a fixed percentage of the rental and contraclors may be 
allowed to tap ·as many trees as they want within the specified area. 
Under the present system, trees for tapping are markeci bs the depart· 
mental officers who maintain records of the tree~ which are authorised 
for tapping. The practice of marking trees is also a safe;;uard against 
illicit tapping. ·If the system is changed, it may be difficult to detect 
unauthorised tapping or bring to book the offenders. We do not con
sider that any change is necessary in the pres~ont system of levying 
tree tax. 
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8.15 Different systems are in vogue in. the matter !Jf ~uthC?rising the 
sale of foreign .liquors in . wholesale .. shops and m retail ta"!erns. 
V\l"'holesale shops are required to take out licences by paymg a 
'luxury tax' at a fixed rate. The current rate is Rs. 7,500 a year or 
put thereof. Retail shops are sold in auction as in the case of toddy 
auci arrack shops. As a result retail dealers have to face stiff com
petition, while the wholesale dealers need pay only a licence. fee and 
hnve on the whole a lesser tax liability. We consider that this in
equity should be removed and accordingly recommend that the licens
ing system may be discontinued and that wholesale foreign liquor 
.shops also may be sold in auction as in the case of taverns. This 
change will incidentally lead to increase in revenue. 
8.16. Permission to serve liquor· in the restaurants/clubs to custo
mers/members is covered by licences which are given by the Excise 
Department on payment of the prescribed luxury tax. The luxury tax 
payable by restaurants is Rs. 4,000 per annum and by clubs Rs. 250 
pel" annum. We consider that a differential rate structure evolved 
on the basis of turnover or number of members, as the case may be, 
would be more appropriate. Accordingly we suggest the following 
rates a luxury tax for restaurants and for clubs: 

(a) Restaurants 
Where the turnover does not exceed Rs. 50.000 
Where the hirnover exceeds Rs. 50,000 but. does not 

exceed Rs. 1,00,000 
Where the. turnover exceeds Rs. 1,00,000 but does not 

exceed Rs. 2,00,000 
Where the turnover- el!ceeds Rs. 2,00,000 
(b) Clubs. 

Where the number of members does not exceed 100 
Where the number of members exceeds"'lOO but· does 

not exceed 300 
Where the number of members exceeds 300 

Summary of conclusions and recommendations. 

Rate 
Rs. 
7,500 

15,000 

25,000 
50,000 

1,000 

1,500 
2,000 

(1) Effective measures may be taken. to. counter the tendency 
on ~e part of. certain excise . contractors. to monopolise the 
auctions; new contractors may be inducted into those areas 
where monopoly has been established. In this connection 
~e que~ti?n of gi~g the right of vend to tappers'. co-opera
tive soc1etles on smtable terms, in places where such a course 
of action is ~easible may also be carefully coru.idered. The 
pro~lem. has m any case to be tackled from a long term .point 
of View. 

(Paragraph 8.10) 
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(2) Systematic and continuous efforts should be made to root 
out illicit distillation, smuggling and misuse of medicinal 
and toilet preparations or industrial alcohol. The depart
ment should be geared for this purpose by strengthening the 
staff or providing adequate vehicles or by other suitable 
measures. 

(Pan.graph 8.12) 

(3) The proposal for the establishment of a Government dis
tillery may be taken up when the supply position of 
molasses improves. 

(Paragraph 8.13) 

(4) No change is considered necessary in the present system of 
levying tree tax. 

(l'aragraph 8.14) 

( 5) The system of licensing wholesale foreign liquor shops may 
be discontinued and these shops may be sold in auction. 

(Paragraph 8.15) 

(6) Differential rates of luxury tax based on the tumover in the 
case of restaurants and on the number of members in the 
case of clubs, ma v be adopted in the place of the existing 
flat rates. The rates indicate,'! in paragraph ~.16 may be 
followed. · 

(Pa;·agraph 8.16) 



CHAPTER 9 

STAMP DUT.DES, COURT FEES AND REGISTRATION FEES 

9.1 Stamp duties fall under two categories,-judicial and n~:m
judicial. The former represent .fees payable by persons having 
business in law courts and public offices. These duties are popularly 
known as court fees. Non-judicial stamp duties are duties levied 
on various deeds and documents executed· as proof of certain legal 
transactions. The term 'stamp duties' is commonly used to mean 
'non-judicial stamp duties'. From the revenue point of view non
judicial stamp duties are of greater importance. We propose to 
deal with them first. 

A. STAMP DUT.LES (NON-JUDIPIAL) 

9. 2 As a form of taxation, stamp duty has come in for criticism 
at the hands of economists. It is a regressive tax and is not related 
to one's ability to pay. The incidence of tax often falls on the 
more needy party in a transaction. . Thus it does not ensure equity 
and justice. It has, however, one overriding advantage, viz., 
convenience of collection. Stamp duty is a self-collecting tax; it is 
collected through sale of stamps and no separate machinery is 
required for this purpose. 

9.3 The basis for the levy of stamp duties in India has been the 
Indian Stamp Act 1899 as amended from time to time. Under the 
provisions of the Government of India Act 1919, 'non-judicial 
st&.!nps'. WD:S transferred to .th~ provincial list subj~ct to central 
legiSfation m respect of certam Instrunlents. The position remained 
broadly the same under the Government of India Act 1935 and 
continues under tl1e present Constitution. According to entry 91 of 
List I of the Seventh Schedule to the Constitution the rates of stamp 
duty on the following instruments are to be determined by central 
legislation. • 

Bills of exchange, Cheques, 
Promissory notes, Bills of lading, 
Letters of credit, Policies of insurance, 
Transfer of shares, Debentures, 
Proxies, Receipts. 

The proceeds. of ~e d!l~es in all these ~es are, however assi ned 
to the State m whtch 1t 1B levied; all functions relating 'to c.ollJtion 
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and·management are also vested in the concerned State Government. 
Obviousy the power to prescribe the mtes of duty in these instru
ments is vested with the Union Legislature, for the sake of ensuring 
uniformity throughout the Vnion in the rates of these instruments 
which figure largely in commercial transactions. 

9.4 Even after.the transfer of stamp duties to the Provincial list, 
the Indian Stamp Act 1899 was followed by the Provinces, which 
in exercise of their powers iSsued their own schedules showing the 
rates of stamp duties. The more important of the former princely 
States had, however, independent Acts which· too were modelled on 
the Indian Stamp Act. 

9.5 .Following the integration of the Travan,core and Cochi11 States, 
a unified Act applicable to the· new State .was promulgated. This 
Act was in force in Travancore-Cochin area when· the State _of 
Kerala was formed. In the Malabar area, the Indian Stamp Ar.t as 
applicable to Madras was being followed. These different Acts 
remained in force in the State till ·1959 when the Kerala Stamp 
Act was enacted .. This Act was amended twice in 1963 and in 1967, 
with the object of enhancing the rates of stamp duty on various 
instruments in the context of raising resources for the Plan. By 
the amendment of 1963 the duties were mostly enhanced by 50 per 
cent; in some cases the enhancement was as high as 66§%. In 
1967 the rates were raised by 33¥a% in most of the cases. A new 
provision was also introduced in the Act by the amendment of 1967, 
to enable action being taken on .cases of under-statement of the 
value of property in documents. 

9. 6 The Schedule to the Kerala Stamp Act enumerates the different 
kinds of instruments and the duties· leviable thereon. Instruments 
relating to . transfer of property are important from the point of 
view of revenue. These include conveyances, mortgages, partition 
deeds, gifts, settlements, sales. certificates, leases, etc. Instruments 
relating to commercial transactions form another category. Bonds 
articles of association, memoranda of association, share warrants, 
transfers of debentures, etc., are examples of such transactions. 
Instruments relating to other transactions are of minor importance. 
They include extracts, copies, duplicates, etc. 

9. i Stamp duties a~e levied either on fixed or on ad valorent :>asis. 
Usually tUl 17alorem duties are charged where the transactions 
denoted by the instruments are susceptible of valuations; in other 
cases· fixed rates are prescribed. The following are some of the 
instruments on which fixed rates of duty are charged:-

Ac1mo:wledgment . 
.A.ffic1a.vit,. . 
Divorce. 
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Ad valorem rates are in force in a larger number of cases ... The rates 
applicable for bonds and conveyances are followed for various other 
types of instruments. 
Rationalli.8ation of the Schedule of Rates. 
9. 8 Though stamp duties were reyis~ twice during the last five 
years no attempt was made to ratlonal~e the rate structure. · We 
find that both in 1.963· and in 1967, the e~ting rat~ were simply 
enhanced by a certain percentage. Th1s explains why the 
rates in certain cases are not properly rounded off and rates such 
as Rs. 11. 85 and Rs. 3. 45 exist. Similarly for ~ertain instruments 
there are numerous slabs of rates. For example 1n regard to Bonds 
(Administration Bonds, Bonds and Bottomry Bonds) 12 different 
rates are prescribed for various slabs of values or amounts ranging 
from Rs. 10 to Rs. 1,000. On the whole, the schedule of rates is 
needlessly elaborate and complex. 

9. 9 There are 57 items in the Schedule to the Stamp Act. In order 
to work out a rational scheme of rates, items of an identical nature 
or items for which same or similar rates exist now have been 
considered together under certain broad heads. Our proposals are 
indicated below:-

(i) Stamp duty f!YI' bcmd8 OJnd f!YI' related dccuments. 

9.10 The rates of stamp duty for item '2. Administration Bond', 
'13. Bonds' and '14. Bottomry Bonds' are proposed to be unified. 
The duty suggested is Rs. 2.50 for every Rs. 100 or part thereof of 
the amount or value secured. This rate will be applicable to other 
documents for which the rates as for Bottomry Bonds are now 
prescribed. The revised rate represents an average increase of 
11 per cent on the existing rates. 

(ii) Stamp duty on conveyance and related documents. 

9 .11 The Government has asked for our views on a suggestion 
that, in respect of transfer of immovable property, both the trans
feror and the ~feree. may ~ made equally liable to bear the 
stamp duty. The mtentlon behmd the suggestion is to increase 
the total incidence of stamp duty in respect of such instruments by 
100 per -cent. According to section 30 of the Kerala Stamp Act 
the duty should, in the. absence of awy agreement to the contrarry: 
be bor:ne l?Y the ?~ye~ m cases of transfer of immovable property. 
~en if thlS proVlSIOn lS am~nded ~o as to make both parties -equally 
liable to meet the expenditure, m actual practice, the incidence 
would shift, in most cases, to one of the parties, since either there 
will be some sort of an inform!'l agreement as to who should bear 
the d!l~ or the sale . val~e will be determined· in the course of 
negotiation after takmg mto account the burden of stamp duty. 
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t'he reasonableness of doubling the duty in effect has to be seriously 
considered. It is mentioned in the note forwarded by the Govern• 
ment that the existing rates of stamp duty on conveyance ','are 
sufficiently high, provided evasion by way of manipulated values is 
guarded against". We are giving our considered opinion on the 
problem of evasion elsewhere in this chapter. In any case, it will 
be unreasonable to ra.U!e the incidence of the duty by 100 per cent. 
There is, in our view, some scope for increasing the stamp duty 
on conveyance and othE')~ iJJ,struments for which the . same duty is 
now prescribed, but there is no justification to make both the seller 
and the buyer liable to bear the duty. We recommend that the 
rates may be revised as under: 

(a) In specified urban areas (item 21A) 
For every Rs. 100 or .part thereof of the amount 
or value of the consideration 

(b) In other areas 
For every Rs. 100 or part thereof of the amount 
or value of the consideration 

The increase under (a) works out to 25% and under 
over the existing rates. 

Rs. 7.50 

Rs. 5.00 
(b) to 11% 

9.12 . For share warrants (item 51), the present rate is one and 
a half times the duty payable under item 21 or 21A. Item 21 
relates to conveyances ·executed in mofussil areas and item 
21A to conveyances in specified urban localities. The application 
of these disparate rates t() share warrants is not appropriate, as 
the distinction based on the location of the property made in items 
21 and 21A is not pertinent in respect of share warrants. The rates 
for share warrants may 'be fixed as follows:-

For every Rs. 100 or part thereof of the nominal 
amount of the shares specified in the warrant 

(iii) Other items. 
Rs. 10 

9.13 Suitable revised rates have been suggested for other items. 
The following points may be specially mentioned here: 

(a) Acknowledgment of a debt 
Against the existing uniform rate of 20 paise irrespective of 

the amount. the following slab rates are proposed: 
Where the amount of debt exceeds Rs. 20 but 
does not exceed Rs. 100 
Where the amount of debt exceeds Rs. 100 but does 
not exceed Rs. 200 
Where the amount of debt exceeds Rs. 200 but dOes 
not exceed Rs. 1,000 
Where the amount of debt exceeds Rs. 1,000 

4/348 

20 ps. 

40 ps. 

60 ps. 
Re. 1 
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(b) Chitty or Kuri variola (item No. 19) 
At present a fiat rate of Rs. 3 is levied as stamp duty irres

pective of the amount. We suggest that this may be revised as 
Rs. 5 for every Rs. 1,000 or part thereof. 

(c) The rates for divorce, partnership, transfer of debentures 
and debenture stock have not been proposed to be revised .. Th.e 
rate for apprenticeship deed is proposed to be reduced as the mcl
dence falls mostly on the poorer sectipns of the community. 
9.14 A Schedule showing the existing rates and the rates sug
gested by us for the various instruments is given as Annexure I 
at the end of this chapter. 

Withdrawal of exemption8. 
9:15 Exemptions from stamp duty are given in a large number 
of cases. Some of them are incorporated in the Schedule to the 
Act itself. In other cases exemptions are given by separate noti
fications under the Act. The Taxation Enquiry Commission 
(1953-54) made the following observations in. regard to the exem-
ptions from stamp duties. · · 

"There is scope for a certain degree of curtailment of the 
prevailing exemptions and remissio~ under the Indian 
Stamp Act. The notifications o~ exemption or remission issued 
by the different State Governments include several instru
ments which, whatever may have been the reason which led 
to their exemption. in the past, can no longer justifiably figure 
in these lists. A few examples may be cited:- . . 
"(1) instruments of transfers of properties betweer. com-. 

panies limited by shares where 90 per cent of the share 
capital of the transferee company is in· the beneficial 
ownership of the transferor company; 

"(ii) agreements entered into with the Forest Department 
for felling, collecting and transporting forest produce, 
firewood, timber, etc., (other than agreements for 
grass, grazing, etc.) ; and 

"(iii) instruments . executed by contractors for due perfor
mance of contracts with the Defence Department, 
Railways, Forest and Public Works Dep11-rtment. . 

"We recommend that the list of exemptions be carefully 
examined by each State Government with a view to' with
drawing such exemptions as are not connected with some 
important policy of Government (e.g. development of the 
co-operative movement) or some genuine hardship to the tax
payer (e.g. instruments pertaining to loans and advances to 
displaced persons, etc.) ". 
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No systematic efforts have been made to curtail the list o£ exemp• 
tions with the result that even thol!e. that have outlived their utility 
continue to be in force. The question of the withdrawal of l!ome 
of the exemptions in the light of the above observations of the 
Taxation Enquiry Commission has been specifically referred to us 
by the Government. 

9.16 We have accordingly; scrutinised the list of exemptions and 
ascertained the position in a few other States. We find that States 
like Uttar Pradesh, Bihar, • Andhra Pradesh and Madhya Pradesh 
have withdrawn some of the exemptions in pursuance to the recom
mendations of the Taxation !Enquiry Commission. Most of the 
existing exemptions are in the nature of hidden subsidy. For 
example, agriculturists are exempted from stamp duty for securing 
repayment of loans. Co-operative societies are given a. blanket 
exemption from all kinds of stamp duty. This exemption was 
justified in the early days of the co-operative movement. Now that 
co-operative societies have established themselves the exemption can 
be withdrawn. Where, however, there is real need for special 
consideration, a direct subsidy can be given. Contract::! for the 
collection of forest produce, etc., stand exempted; we are unable to 
find any justification for, this exemption. Government Officers enjoy 
exemption from stamp duty on mortgage deeds or agreements exe
cuted for securing repayment of certain advances and loans. This is 
a concession which is denied to the other sections of the community. 
We feel that all these exemptions should be withdrawn. A list of 
e:x2mptions which in our opinion should be continued is given as 
Annexure II at the end of this chapter. We recommend that all 
other exemptions whether statutory or notified, should be dis· 
continued. 

Evasion of sf:almp duty. 

9.17 Many persons who gave evidence before the Committee have 
stated that there is consigerable evasion from stiunp duty. The 
most common method of evasion is under-valuing the transaction and 
showing a much lower monetary consideration in the document 
presented for registration. This tendency is particularly noticed 
in the case of cqnveyances. It has been said that the high level 
of stamp duty provides the temptation for evasion. The enhance
ment of the rates in 1963 by about 50 per cent has aggravated the 
tendency. Another method is to refrain from executing the instru
ment ... _In cases where the parties have a~olute confidence in each 
other; the tr<tnsaction may not be followed by the execution of the 
instrument. But sucp cases are very rare and do not present a 
serious problem, as there· is the risk that, in the absence of a pro
perly stamped and registered instrument, there is no legal proof 
of the transaction. . Still, in very minor matters, this practice is 
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followed. For example, many ~hit funds do not issue stamped 
receipts for amounts in excess of Rs. · 20. 

9 1S With a view to check the tendency of evading stamp duty 
by under-stating the value of, property in documents, a new pr~
vision (Section 45A) was introduced in the Kerala Stamp Act 1n 
1967 authorising the Registering Officer in cases of doubt about 
the monetary consideration of a document, to refer the matter to 
the Collector for "determination of the value or consideration .and 
the. proper duty payable thereon." Tl?-e deficient sum of duty so 
determined is payable by the person liable to pay the duty. But 
we find that detailed rules have not been issued prescribing the 
manner· in which the Collectot" may hold enquiries, as contemplated 
in the ·new section. It is .also understood that no case of underw 
valuation .has so far been proceeded with in the manner prescribed 
in Section 45A of the Act. It is given in evidence before .the Com
mittee that the question of creating a separate machinery for detect
ing cases of undervaluation 1n a systematic manner is under 
consideration. 

9.19 · According to items 21 and 21A of the Schedule to the Kerala 
Stamp Act, the duty on conveyance is related to the amount . or 
value uf the consideration as set forth in the instrument. It js 
provided in section 28 of the Act that the consideration should be 
''fully and truly set forth" in the document. Failure . to do so is 
punishable under section 63, which reads: "Any person who with 
intent to defraud the Govermnent of duty, practices or is concerned 
in any act, contrivance or device not specially punishable under this 
Act or any other law for the time being in force shall be punishable 
with fine which may extend to one thousand rupees". · Though the 
new provision introduced in the Act (section 45A) will help check 
evasion to some extent, there will be practical difficulties in achiev
ing fully the results aimed at by the Govermnent so long as the 
duty is related to the consideration as set forth in the instrument. 
We have applied our mind to this problem in great detail and after 
considering all implications of the question, we feel that the' most 
effective method of dealing with evasion will be to relate the stamp 
duty on conveyance of immovable properties to their capital value. 
Even though a person may have the right of transferring property 
for a lower consideration than the market. value, the stamp duty 
should be made payable with reference to the value ·of the pr<l
perty; the more so because in such cases the transferee gets the 
property for a lower co~ideration and should not grudge the pay
ment of at least the proper duty based on its real value. But the 
difficulty in ado{>t~ this method is that the values of the various 
Wiles of properties m the. State ~re not determined in any •scientific 
manner and are not readily a~b~e. The Registering Officer will 
be unable to enforee such a pr<Wuuon, unless he is· furnished with 
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enough.data regarding values of various types of land. It will make 
matters worse, if the Registering Officer is given the power to deter
mine values; such a provision will result in arbitrary and capricious 
exercise of power and will not stand before a court {)f law. In an 
earlier chapter, we have recommended the levy of a tax on land 
with reference tO' its valu~, for which all landed properties in the 
State have to be properly valued by employing a suitable valuation 
machinery. When such a valuation is done, there can be no uiffi
culty ,in imposing stamp duty on the basis of the capital value of 
land. We feel that, until it is made possible to levy stamp duty 
on the value of the property instead of on the eonsideration (lS Ret 
forth in the instrument, we will have to live with the fact of evasiOn. 

B. COURT F1EES 

9.20 The existing system of levying court fees originated from 
the Bengal Regulation No. 38 of 1795. The immediate occasion was 
the considerable increase that had taken place in the work of courts 
on account of the many groundless and litigious suits which 
contestants :filed before the judicial authorities. Shortly after the 
Regulation was passed, the fees under it were made leviable in the 
form of stamp duties and this practice has come to stay. 

9.21 The rates of court fees levied vary from Stat~ to State but 
it can broadly be said the scheme of the Court Fees Act 1870 has 
either been adopted in toto or followed with minor variations by all 
the States. The former Travancore and Cochin States had promul
gated independent Acts to regulate the levy of Court fees. These 
Acts were unified after the integration of these States. The next 
important change was made in 1959, when following the formation 
of the Kerala State, the Kerala Court Fees and Suits Valuation Act 
was passed repealing the Travancore-Cochin Court Fees Act 1125", 
the Travancore-Cochin Suits Valuation Act 1125• and the Madras 
Court Fees and Suits Valuation Act 1955 in so far as it applied to 
the Malabar area. 

9.22 In 1966, an amendment w,as made to the Kerala Court Fees 
and Suits Valuation Act, with a view "to enhance the rates of court 
fees in cases where such enhancement could be made without hard
ship to the litigants". 

9, 23 The revenue under this head consists of receipts from the 
value of stamps used for payment of duties on suits, petitions, appli
cations etc., :filed in courts and public offices. The incidence of the 
duty falls on persons who approach the law courts and Government 
offices for redressal of grievances, establishment of rights, enjoy
ment of concessions and so on. The object of the levy is not only 

• Malayalam Era. 
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to raise funds for meeting the. expens~s on accqunt of the admin}s~a
tion of justice, but also to provide, a eertain. wholesqme restr1ctlon 
on the filing of suits, petitions and complaints; reasonable fee may 
act as a deterrent against sub:dlission of frivolous petitions which 
only waste the time of the courts and public offices. At the same 
time it has to be ensured that the levy does not impose a burden 
on bona fide petitioners and appellants many of whom come from 
the lower income groups. For, it is a. widely accepted principle 
that justice should be administered as cheaply as possible and• it 
should be within the means of everyone to seek a judicial remedy. 
The 'l'axation .Enquiry Commission (1953-54) has expressed the view 
that oourt fees should be determined only on the basis of covering 
the expenses of the .administration of justice. Going by this norm, 
we find that the rates of court fees in Kerala are not high. The 
receipts from court fees according to the budget estimates for 
1968-69 are B.s. 94 lakhs, whereas the expenditure on the adminis
tration of justice amounts to Rs. 163 lakhs. 

9. 24 As in the case of non-judici.al stamp duties both fixed rates 
and ad valorem rates are prescribed for the various types of instru
ments under ·the Act. Schedule I to the Act speciJies the instru
ments on which ad valorem fees are chargeable. Plaints, probates 
of will and succession certificates fall under this category. The 
instruments on which duties at fixed rates are chargeable are 
enumerated in Schedule n. These include petitions, applications for 
copies and translations of judgments, orders and documents 
Wakalatnama, etc. We have examined the Schedules and would 
suggest the following changes mainly with a view to round off the 
rate conveniently or to remove the anomaly. 

Bc_heaule -1. 

Article 1 Plaint etc.-The rates of 37 paise and 75 paise given 
for ~in slabs may be revised 1:1_> 40 paiSe and 80 paise 
respectively. For a few other art1cles (serial numbers 2 
3 and 4) in the sc:!:tedule the :r:ate is expressed as one-half 
of the scale presc~bed for plamt. The rates in these cases 
wo~k o~t to fractions of a paisa. _It is just to avoid such 
a s1tuation that the above change m the rate for plaint is 
suggested. 

Schedule 11. 

Article .l~(i). Ynder the existing schedule, an application or a 
petition present~ to the Government which does not 
involve the exer:cme or non-exercise of power conferred b 
law or :uJe haymg the force Qf law should bear stamp f~ 
fifty.pal_Be, while, Ullder Article 10(j), the fee for such 
a.ppbcations presented to the Board of Revenue or Chief 
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Executive Authority is one ru:{>ee and fifty paise. To 
remove thiS' anomaly, we suggest that the rate of fee 
against Article 10(i) (ii) m!'-Y be raised to Rs. 1.50. 

9.25 We have also reviewed the exemptions enumerated in the 
consolidated notification issued in 1964. These mainly relate to 
applications and petitions filed for various Plll1loses. We feel that 
the withdrawal of these concessions will cause mconvenience to the 
public. Even apart from the burden imposed by the duty, which, 
however, is not much, the trouble involved in finding out the appro
priate duty and purchasing stamps of the correct denomilli!-tion will 
amount to harassment of the petitioners seeking justice or 'some 
minor concession. We do not therefore suggest any change in the 
axemptions. · 

9. 26 There is a certain amount of evasio~ of court fees, the method 
adopted is to undervalue the properties which form the subject of 
suits in law courts. The Act prescribes the manner in which the 
market value of the land is. to be determined. We find that the 
relevant provisions of the Act are not effective enough in ensuring 
correct valuation. For instance the market value is to be deemed 
to be ten times the annual profits of land or ten times the rental 
value of a building. There is every possibility of under estimation 
of the profits or rental value, which in turn leads to the under 
assessment of the market value. We have elsewhere recommended the 
levy of a tax on land based on capital value. The values of proper
ties determined under this scheme can be adopted for the purpose of 
this Act. This will certainly plug the loopholes menponed above. 

C. RIEGISTRATION F.ElES 
9.27 The revenue from registration fees which was Rs. 35 lakhs 
in 1957-58 is expected to be of the order of Rs. 91 lakhs during 
1968-69. Under the Indian Registration Act 1908 ·which contains 
the law concerning the registration of documents, certain kinds of 
documents have necessarily to be registered. They are not admis
sible as ev~dence in law courts unless so. registered. All documents 
affecting immovable property, unless exempted, and authorities to 
adopt (not conferred by a will) require registration. Registration 
of documents confers the following benefits:-

(a) Reasonable guarantee about the genuineness of the docu
ments. 

(b) Maintenance of permanent .record in the Registration 
Department. 

(c) Securityof title deeds and facility of proof to the title. 

The fee for registration of documents• constitutes the bulk of the 
revenue under 'Registration Fees'. These are several other minor items 
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like fee for copies of registered documents, for search certificates, 
filing, safe custody of documents etC. The revenue from these 
sources is, however, insignificant. Besides chitties have also to ~ 
registered under the provisions of the Travancore Chitties Act and 
the Cochin Kuries Regulation. 

9. 28 The Indian Registration Act confers powers on the State 
Government to prescribe the rates of the fee payable for registra
tion of documents, searching registers, making or granting copies 
of documents etc. We have examined the table of fees prescribed 
by the State Government under Section 78 of the Indian Registration 
Act and we would make the following recommendations. 
Item 1. Registration of documents in books 1 and 4 (SZ. Nos. 1 to 13). 
9. 29 The rates prescribed for re!Pstration of documents in books 1 
and 4 work out to slightly higher than 1 per cent in cases where 
the value dqes not exceed Rs. 1,000 and lower than 1 per cent where 
the value exceeds Rs. 1,000. There are as many as 13 slabs. We 
consider that a flat rate of on~Jler cent of the value may be prescribed 
as the fee. This will simplify the calculation of the fee. As the 
fee is to be paid in cash at the time of registering the document, no 
particular difficulty will arise if the rate is worked out on percentage 
basis. 
9.30 The exemptions given in notes (iii), (iv) and (v) [viz., docu
ments relating to transfer of pr.operty otherwise than by public 
auction under the Displaqed Per~9ns (Compensation and Rehabili
tation) Rules 1955, instruments relating to transfer of immovabl'! 
properties belonging to foreign missions in India in favour of Indian 
churches and transf~ deed executed by the Madras Co-operative 
Central Land Mortgage Bank transfening certain mortgages in 
Malabar area in favour of the Kerala Co-operative Central Land 
Mortgage Bank] may be discontinued. 

Item IV. Mlemomru.lwm u1111ler 8ection8 64, 65, 66 «tnd 67 for each 
copy required. · 

9. 31 The existing rate of Rs. 1. 50 may be enhanced to Rs. 2. 

Item XI (2). 

9. 32 The fee for general search is now Rs. 4 in respect of the first 
year in the books of which search is made and Rs. 1.50 in respect 
of every other year. We suggest th&t the rate of Rs. 1.50 in the 
latter case may be enhanced to Rs. 2. 

9. 33 Exemption from the payment of fee in respect of encw:nbrance 
certificate has been given in a number of cases-vide provisos (iii) 
and (iv) under this item.· The benefit of the exem.{ltion is enjoyed 
by agriculturists, industrialists, co-operative societies and pancha
yats who apply for loans from the Government under various schemes. 
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We consider that the exemption is in the nature of a subsidy and 
that the beneficiaries of the loans need not be given such a subsidy. 
We therefore recommend that all these exemptions may be with
drawn except in the case of panchayats. 
ltemXIV. 
9. 34 The fixed fee of Re. 1 specified under this item may be enhanced 
to J;ts. 2. Application for revocation of a power of attorney, petition 
presented to a Registering Officer protesting against the registration 
of a document, or for withdrawing a demand. from registration 
or for enforcing the appearance of executants and witnesses fall 
under this category. 

Item XVI. 
9.35 The fixed fee of 50 paise prescribed for items (a) to (c) (filing 
a translation of power of attorney, filing a special power of attorney 
petition objecting to return of a document to a person in whose 
favour the receipt has been drawn up) may be enhanced to Re.l. 
For items (d) and (e), viz., for keeping a document pending appear
ance of parties executing it and for complete refusal to register a 
document, the fee may be raised to Rs. 2 as in Madras. 

9.36. The Registering Oflicers have the responsibility of not only 
collecting the fee prescribed for registering documents, etc.; but 
also of ensuring that the documents. presented for registration 
bear the appropriate stamp duty. It is likely that, to evade stamp 
duty partly, certain documents which, considering the actual facta 
of the transac1;ion have to bear a stamp duty at higher rates, are 
written out in the form of certain other types' of documents for 
which a lower duty is prescribed. The Registering Officer has to be 
vigilant enough to detect such ingenious devices of evasion. As 
several documents are presented for registration every day, the 
verification of the stsmp duty is often done in haste. There is 
therefore :the need for a systematic check of the documents after 
registration. We find that an internal audit wing has been created 
in the Registration Department recently and that this wing will be 
able to attend to this work. 

9.37 It is seen that there is no law in force in Malabar area to 
regulate tbe conduct of chitties and kuries as in the Travancore and 
Cochin areas. Chitties in that area are therefore conducted accord
ing to the provisions of the law of contract. As observed by the 
Special Officer in his reJIOrt on the. starting of cJritties under State 
auspices the promulgation of a unified law applicable to the whole 
State wih, besides safeguarding the interests of the subscribers by 
exercising wholesome control on the conduct of chitties, increase 
the receipts of the Government by way of registration fee, filing fee, 
etc. We hope that this will receive the earnest attention of Gov
ernment. 

4!348 
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Summa-ry of conclu.sions and recommendations 

A. Stamp dlutie8-(rwn,.Judici.al) 

1. Stamp duties may be rationalised and simplified o~ the lines 
indicated in the Schedule to this chapter. The man:>. features 
of the scheme are:-

(a) For bonds and related instruments the duty may be fixed 
at Rs. 2. 50 for every Rs. 100 or part thereof of the 
amount or value secured; 

(b) There is no justification for making both the seller and 
the buyer liable to bear stamp duty in cases of transfer 
of immovable property; 

(c) The duty on conveyance may be fixed as Rs .. 7.50 in 
specified urban area and Rs. 5.00 in other areas for every 
Rs. 100 or part thereof of the amount or value of· the 
consideration. 

(d) For share warrants the duty may be Rs. 10 for every 
Rs. 100 or part thereof of the nominal amount of the 
shares specified in the warrant; 

(e) An element of progressivity may be introduced in the 
case of stamp duty for acknowledgment of debt; 

(f) For chitty or kuri variyola the duty may be Rs. 5 for 
every Rs. 1,000 or part therepf; 

(g) No revision of duty is necessary in the case of divorce, 
partnership and transfer of debentures and debenture 
stock; 

(h) The duty on apprenticeship deed may be slightly reduced. 
(Paragraphs 9.io tq.9.14) 

2. Most of the existing exemptions from stamp duty are in the 
nature of hidden subsidy, and can therefore be withdrawn. 
Only those exemptions which are listed at the end of this 
Chapter need be continued. Where, however, there is real 
need for special consideration a direct subsidy can be given. 

(Paragraph 9 .16) 

3. Though Section 45.A,, newly introduced iil the Stamp Act will 
to some extent help check evasion of stamp duty payable for 
transfer of immovable property, there will be practical diffi
culties in achieving fully the results aimed at by the Govern
ment so long as the duty is related to the consideration as set 
forth .in the instrument. 

(Paragraph 9.19) 



195 

4. The most effective method of dealing with evasion: will be 
to relate the stamp duty on conveyance of immovable proper
ties to their capital value; 

(Paragraph 9.19) 

B. Court fees. 
5. In the case of plaints, etc., the rates of thirty-seven paise and 

seventy-five paise for ·certain slabs may be revised to forty 
paise and eighty paise respectively. 

(Paragraph 9.24) 

6. . The fee for applications or petitions presented to the Govern
ment, which do not involve the exercise or non-exercise of 
power conferred by law or rule having the force of law, may 
be raised from fifty paise to Rs. 1. 50. 

(Paragraph 9.24) 

7. No change is suggested in the exemptions from Court fees. 
(Paragraph 9.25) 

S. The value of properties to be determined under the new scheme 
• proposed for levying land· tax based on Ca.pital value can be 
prescribed as the basis for determining court fees. 

(Paragraph 9.26) 

C. Regisxraxwn ree11. 
9. For ,registration of documents in Books 1 and 4 a flat rate of 

one per cent of the value may be prescribed as the fee. 
(Paragraph 9.29) 

10. The exemptions indicated in paragraph 9.30 may be dis
continued. 

(Paragraph 9.30) 

11. The fee for each copy of a memorandum under section 64, 65, 
66 and 67 of the Indian Registration Act may be raised from 
Rs. 1. 50 to Rs. 2. 

(Paragraph 9.31) 

12. The fee for general search is now Rs. 4 in respect of the first 
year in the Books of which search is made and Rs. 1. 50 in 
respect of every other year. The rate of Rs. 1.50 in the latter 
case may be enhanced to Rs. 2. 

(Paragraph 9.32) 

13. The exemptions given in respect of encumbrance certificated 
may be withdrawn except in the case of panchayats. 

(Paragraph 9.33) 



14. 

15. 

16. 

17. 

18. 
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The fee for app11cat10n for revocation of a power of attorney, 
etc., may be raised from Re. 1 to Rs. 2. 

(Paragraph 9. 34) 

The fee for filing a translation of a power of attorney, filing 
a special power of attorney, petition objecting to the return 
of a document to a person in whose favour ·the receipt has 
been drawn up, may be raised from fifty paise to rupee one. 

(Paragraph .9 .35) 

The fee for keeping a document pending appearance of partie<~ 
executing it and for complete refusal to register a document 
may be raised to Rs. 2. 

(Paragraph 9.35) 

For detecting evasion of stamp duty there is need for a syste
matic check of the documents after registration; this can be 
done by the internal audit wing recently created in the Regis
tration Department. 

(Paragraph 9. 36) 

The promulgation of a unified law to regulate the conduct of 
chitties and kuries will, besides safeguarding the interests of 
the subscribers by exercising a wholesome control on the 
conduct of chitties, increase the receipts of the Government 
by way of registration fee, filing fee, etc. 

(Paragraph 9. 37) 



ANNEXURE I 

Schedule of Wsting and proposed rates of StaJnp Duties 

&1. No. Description of lllslrunlllll Existing rate Proposed rote 
Rs. Rs. 

(I) (2} (3) 

Acknowledgement of a debt exceeding twenty Where the amount 
rupees in amount or value written or signed by, exceeds Rs. 20 but 
or on behalf of a debtor in order to supply evidence does not exceed Rs. I 00 0.20 
ofsucb debt in any book (otber tban a banker's pass 

exceeds book) or on a separate piece of paper when such Where it 
book or paper is left in the creditor's possession: Rs. 100 but does not 
Provided that such acknowledgement does not execeed Rs. 500 0.40 
contain any promise to pay the debt or any stipula-

Where it exceeds Rs. 1-' tion to pay interest or to deliver any goods or other 
0.20 500 but does not exceed "' property -t 

Rs. 1000 0.60 

Where it exceeds Rs. 
1000 1.00 

2 Administration Bond including a bond given under 
Sec. 291 or Sec. 375 of the Indian Succession Act, 
1925 (Central Act XXXIXofl925) or Sec. 6 of the 
Government Savings Banks Act 1873-
(a) Where the amount or value secured does not 

exceed Rs. I 0 0.30 
Where it exceeds Rs. 10 and does not exceeds 
Rs.50 0.75 
Where it exceeds Rs. 50 and does not exceeds For every Rs. 100 or 
Rs. 100 part thereof of the 

!.50 amount or value 
secured 2.50 

Where it exceeds Rs. 100 and does not exceed 
Rs. 200 3.00 



(I) 

WMre it exceeds Rs. 200 and does not exceed 
Rs.300 
Where it exceeds Rs. 300 and d""' not exceed 
Rs.400 
Where it exceeds Rs. 400 and does not exceed 
Rs. 500 
Where it exceeds Rs. 500 and does not exceed 
Rs. 600 
Where it exceeds Rs. 600 and does not exceed 
Rs. 700 
Where it exceeds Rs. 700 and does not exceed 
Rs. 800 
Where it exceeds Rs. 800 and does not exceed 
Rs. 900 
Where it exceeds Rs. 9 00 and does not exceed 
Rs. 1000 

2 (b) in any other case 
3 Adoption Deed, that is to say any instrument 

(other than a Will), recording an adoption or con
ferring OF-. purporting to confer an authority to 
ad?pt 

4 

5 

Affidavit, including an affirmation or declaration 
in the case of persons by Jaw allowed to affirm or 
declare instead of swearing 
Agreement or Memorandum of Agreement-

( a) If relating to the sale ofa bill of exchange 
(b) If relating to the sale of Government security 

or share in an incorporated company or other 
body corporate; 

(c) If not otherwise provided for 

(2) 

4.50 

6.00 

7.50 

10.10 

I 1.85 

13.50 

15.25 

16.85 

22.50 

33.80 

4-.50 

0.60 
Subject to ~ maximum of 
Rs. 45; 0; 30 ps for every 
Rs. I 0,000 or part thereof of 
the value of the security or 
share 

2.30 

(3) 

5().00 

5.00 

1.00-
Re. I for every Rs. 10,000 or 

part thereof of the Value of the 
security or share· (NOTE: No need 
to fix a maximum rate) 

3.00 
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(I) 

Agreement·relating to depostt of Title Deeds, Pawn 
or pledge that is to say, any instrument evidencing 
any.: agreement relating to- · 

(I) the deposit of title deeds or instruments consti
tuting Or being evidence of the title to any 
property whatever. (other than marketable 
security) Or 

(2) the pawn or pledge of movable property where 
such deposit, pawn or pledge has been made 
by way of security for the repayment of money 
advanced or to be advanced by way of loan 
or an existing·or future debt-

(a) if such loan or debt is repayable on demand or 
more than three months from the· date of the 
instrument evidencing the agreement-

. {2) (3) 



(I) (2) (S) 
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6 (2) (a) 
(i) If the amount secured does not exceed Rs. 200 0.90 0.60 o.so (i) If the amount 

secured does not 
cxcccd Rs. 500 1.50 0.75 0.~ 

(ii) If it exceeds Rs. 200 but does not exceed (ii) If it cxcccd 
Rs. 400 1.70 0.90 0.60 Rs. 500 but does 

If it exceeds Rs. 800 but docs not exceed not exceed 
Rs. 600 Rs. 1000 5.00 2.50 1.70 

It it exceeds Rs. 600 but does not exceed (iii) If it cxcccds 
Rs. 800 3.40 1.70 1.10 Rs. 1000 for ...., 

<NCr'! Rs. 1000 
5.00 2.50 1.70 

g 
If it exceeds Rs. 800 but does not exceed or part thereof 

Rs. 1000 4.30 2.30 1.40 
Ifitcxcccds Rs. 1000 but does. not exceed 

Rs. 1200 
Rs. 1.200 but do~ not exceed 

5.10 2.60 1.70 
If it exceeds 

Rs. 1600 6.80 3.40 2.30 
If it exceeds Rs. 1600 but docs not cxcccd 

Rs.2500 ' 10.20 5.10 3.45 
If it exceeds Rs. 2500 but does not exceed 

Rs. 5000 20.30 10.10 6.80 
If it cxcccds ~ 5000 but docs not exceed 

Rs. 7500 30;45 15.20 10.20 
If it exceeds Rs, 7500 but does not exceed 

Rs. 10000 40.50 20.30 13.50 
If it cxcccds Rs. 10000 but does not exceed 

Rs. 15000 60.80 30.40 20.30 
If it exceeds Rs. 15000 but does not exceed 

.Rs. 20000 - 81.00 40.50 27.00 
If it cxcccds .Rs. 20000 but <1oef not cxcccd 

Rs.25000 101.30 50.60 33.80 
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8 

9 

10 
II 

12 

If it exceeds Rs. 25,000 but does not exceed 
Rs. 30,000 

& for every additional Rs. 10,000 or part there
of in excess of Rs. 30,000 

(b) If such loan or debt is repayable not more 
than 3 months from the date of such 
instrument 

Appointment in execution of a Power whether of 
trustees or of property movable or immovable 
where made by any writing not being a will 
Appraisement or valuation made otherwise than 
under an order of a Court in the course of a suit I 
(a) Where the amount does not exceed Rs. 1,000 

(b) In any other case 
Apprenticeship Deed, including every writing relat
ing to the service or tuition of any apprentice, 
clerk or servant placed with any master to learn any 
profession, trade or employment, not being articles 
of clerkship (No. II) 
Articles of Association of a Company 
Articles of Clel·kship or contract whereby any 
person first becomes bound to serve as any clerk in 
order to his admission as an attorney in the High 
Court 
Award, that is to say any decision in writing by an 
arbitrator or umpire not being an award directing a 
partition on a reference made other wise than by the 
order of the court in the course of a suit 1 
(a) Where the amount or value of the property to 

which the award relates as set forth in such 
award does not exceed Rs. 1,000 

(b) If it exceeds Rs. 1,000 but does not exceed 
Rs. 5,000; and for every additional Rs, 1,000 or 
part thereof in excess of Rs. 5,000 

121.50* 60.80t 40.50t 

40.50* 20.30t l3.50i 
Half the duty payable under 
clause (a) (i) or (ii) above 

56.30 

The same duty as a Bottomry 
Bond (No. 14) for such amount 

22.50 

11.30 
150.00 

375.00 

The same duty as Bottomry 
Bond (No, 14) for such amount 

30.00 
Rs. I. 50 subject to a maxi
mum of Rs. 150 

Half the duty payable 
under clause (a) above 

75.00 

Same revised rates as for 
No. 14 

30.00 

10.00 
200.00 

No change 

Same revised rates as for 
No.l4 

No change, but no 
necessity to fix a maximum 

• If drawn in singly. t If drawn in set of2 for each part of the set. i If drawn in set of 3 for each part of the set. 



(I) (2) (3) 

13 Bond as defined by Section 2 (a) not being a deben-
ture and not being otherwise provided by this Act or 
by the Court Fees and Suits Valuation Act 1959 or 
other enactment for the time being in force-
Where the amount or value secured docs not exceed 
Rs, 10 

0.401 Where the amount excocds Rs. 10 and does not 
exceed Rs, 50 0.80 
Where it exceeds Rs. 50 and docs not exceed 
Rs. 100 1.50 I Do. Rs. 100 do. Rs. 200 3.80 

ForeveryRs. 100 orpartthereof Do, Rs. 200 do. Rs. 300 o!c.60 I 
Do. Rs. 300 do. Rs. 400 7.50 }- of the amount or value secured 
Do. Rs. 400 do. Rs. 500 9.40 I Rs.2.50 
Do. Rs.SOO do. Rs. 600 13.50 I Do, Rs. 600 do. Rs. 700 15.80 
Do. Rs. 700 do. Rs. 800 18.00. N Do. Rs. 800 do. Rs. 900 20.30 I 0 
Do. Rs. 900 do. Rs. 1000 22.so I N 

And for every Rs. 500 or part thereof in excess of I Rs. 1,000 11.30 J 
14 Bottomry Bond, that is to say, any instrument where-

by the master of a sea-going ship borrows money 
on the security of the ship to enable him to preserve 
the ship or prosecute her voyage- ; 
Where the amount or value secured does not exceed 
Rs. 10 

1~gl Where it exceeds Rs. 10 and does not exceed Rs. 50 
Do. Rs. 50 do, Rs. 100 2.30 
Do. Rs. 100 do. Rs. 200 4.50 
Do. Rs.200 do. Rs. 300 7.50 
Do. Rs. 300 do. Rs. 400 9.00 For every-Rs • .JOOorpart thereof 
Do. Rs. 400 do. Rs. 500 

"~j 
of , the amowit or value secured 

Do. Rs. 500 do, Rs. 600 13.50 Rs. 2.50 
Do. Rs.600 do. Rs. 700 15.80 
Do. Rs. 700 do. Rs. BOo .1a.oo 
Do. Rs.800 do. Rs. 900 20.30 
Do. Rs. 900 do, Rs. 1000 22.50 
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Ahd for every Rs. 500 or part thereof in excess of 
Rs. 1,000 

Cancellation-Instrument of (Including any instru
ment by which any instrument previously executed 
is cancelled) if attested and not otherwise provided· 
for 

16 Certificate of sale (in respect of each property put · 
up as a separate lot and sold) granted to the pur
chaser of any property sold by public auction by a 
Civil or Revenue Court or by the Government, 
Collector or other Revenue Officer: 

17 

18 

19 

(a) Where the purchase money does not exceed 
Rs.IO 

(h) Where the purchase money exceeds Rs. 10 but 
does not exceed Rs. 25 

(c) In any other case 

Certificate or other Document evidencing the right 
or the title of the holder thereof or any other person 
either to any share, script or stock in or of any 
incorporated company or other body corporate or 
to become proprietor of share, script or stock 
in or of any such company or body 

Charter Party, that is to say, in any instrument 
except an agreement for the hire of a tugsteamer 
whereby a vessel or some specified principal part ' 
thereof is let for the specified purpose of the char
terer whether it includes a penalty clause or 
not 

Chitty or Kuri variola where the total amount sub
scribed exceeds Rs, I 00 

11.30 

22.50 30.00 

, ~ The same duty as on a convey .. 
0.60 ance (No. 21 or 21 A as the 

case may be) for a consideration 
I. 10 ~ equal to the amount of purchase 

The same duty as a conveyance ! money only 
(No .21 or 21A as the case 
may be) for a consideration 
equal to the amount of the pur .. 
chase money only 

0.30 

4.50 

3.00 

0.50 

5.00 

ForevcryRs.1,000orpart there
of the total amount subscribed 

5.00 



(I) (2) (3) 

20 Composition Deed, that is to say, any instrument 
executed by the debtor whereby he conveys his pro-
pcrty for the benefit of his crediton or whether 
payment of a composition or · divident on their 
debt is secured to the creditors or whereby provision 
is made for the continuance of the debtor's business 
under the supervision of Inspectors or under letters 
of licence for the benefit of his creditors 33.80 35.00 

21 Conveyance (as defined by Section 2 (d) not being 
a transfer charged or exempted under No. 54 
Where the amount or value of the consideration for 
such conveyance as set forth therein does not exceed 
Rs.50 2.25 ) ForevcryRs. IOOor part ther of 

of the amount or value of the 
Where it exceeds Rs. 50 but does not exceed consideration for such conveyance 
Rs. 100 4.50 5.00 1:\) 

Where it exceeds Rs. 100 but does not exceed 0 

Rs.200 9.00 "" Where it exceeds Rs. 200 but does not exceed 
Rs. 300 13.50 

~ Do. Rs. 300 do. Rs. 400 16.00 
Do. Rs.400 do. Rs. 500 22.50 
Do. Rs. 500 do. Rs. 600 27.00 
Do. Rs. 600 do. Rs. 700 31.50 
Do. Rs. 700 do. Rs. 800 36.00 
Do. Rs.800 do. Rs. 900 40.50 
Do. Rs.900 do. Rs. 1000 45.00 I 
And for evety Rs. 500 or part thereof in excess of 
Rs. 1,000 22.50 ) 

21 A. Conveyance (as defined in Section 2 (d) not 
being a transfer charged or exempted under 
No. 54) of immovable property situated within 
the following .Municipal Corporation and Munici-
palities viz., Trivandrum, Calicut, Quilon, Alleppey, 
Kottayam, Ernakulam, Mattancherry, Fort Cochia 
Alwaye, Trichur, Palghat, Tellicherry and 
Cannanore · 
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Where the amount or value of the consideration fGr 
such Conveyance as set forth therein does not 
Exceed Rs. 50 
Where it exceeds Rs. 50 but does not exceed Rs. 100 
Do. Rs. 100 do. Rs. 200 
Do. Rs. 200 do. Rs. 300 
Do. Rs. 300 do. Rs. 400 
Do. Rs. 400 do. Rs. 500 
Do. Rs. 500 do. Rs. 600 
Do. Rs. 600 ·do. Rs. 700 

Where it exceeds Rs. 700 but does not exceed 
Rs.8oo 
Where it exceeds Rs. 800 but does not exceed 
Rs.900 
Where it exceeds Rs. 900 but does not exceed 
Rs. 1,000 
And for every Rs. 500 or part thereof in excess 
of Rs. 1,000 

Copy or extract, certified to be a true copy or extract 
by or if by order of any public officer and not 
chargeable under the law for the time being in force 
relating to court fec:s-

(i) If the original was not chargeable with duty 
or the duty with which it was chargeable docs 
not exceed Rupee one 

(ii) In any other case 

23 Counterpart or duplicate of any instrument charge-
able with duty and in respect of which the proper 
duty has been paid-

(i) The duty with which the original instrument 
was chargeable docs not exceed Rs. 4. 50 

3.001 
6.00 

12.00 
18.00 
24.00 
30.00 
36.00 
42.00 

48.00 

54.00 

60.00 

30.00 J 

2.30 

4.50 

The same duty as is payable 
on the original 

For every Rs. 100 or part there of 
of the amount or value of the con
sideration for such conveyance 
Rs. 7.50 

2.50 

5·00 

(i) The duty with The same 
which the original duty as is pay-
Instrument was able· on the 
chargeable does original 
not exceed Rs. 500 



(I) 

{ii) In any other case 

24 Customs Bond or Central excise Bond-
(a) Where the amount does not exceed Rs. 1,000 

24 (b) In any other case 

25 Delivery Order in respect of goods, that is to say, 
any instrument entitling any penon therein named 
or his assiB"" or the holder thereof to the delivery of 
any goods laying In any dock or port or in any 
warehouse in which goods are stored or deposited on 
rent or hire or upon any wharf such instrument being 
signed by or on behalf of the owner of such goods, upon 
the sale or transfer of the property therein where such 
goods cx:eceed in value twenty rupees · 

26 Divorce-Instrument of that is to say, any instru· 
ment by which any person effects the dissolution 
of his marriage 

27 Entry as an advocate on the roll ofthe·High Court
(a) In the case of an Advocate 
(b) In the case of an attorney 

28 Exchange of property instrument of 

(2) (3) 

4.50 (ii) In any other case 5. 00 
(Nole:- Sec. 6 of the Kerala 

Stamp Aet bas to be amended aa 
the maximum duty fixed therein 
for a · counterpart or duplicate is 

Rs. 4.501 
The same duty as Bottomry 
Bond (No.l4) for such amount 

30.00 

Same revised rate as for No. 14 

0.20 

10.00 

500.00 
312.00 

The samC'•duty as a conveyance 
(No. 21 or 21 A as the case may 
be) fur a consideration equal to 
the value of the property of greater 
value as set fcirth in such instrument 

No change 

No change 

0.30 

800.00 
400.00 

Same revised rate ·. 
as for No. 21 

·or 21 A. 

29 Further charge-lnstrwnent of, that is to say, any instru
ment imposing a further. charge on mortgaged proper~:)"-
(a) When the original mortgage . one of the descrip

son· referred to dn clause (a) of article 36 (ie., 
tiith possession) 

The same duty as a conveyance 
(No.2 I or 21 A· as the case may 
be) for a consideration equal to the 
amount of the further charges secu
red by such instrument 

do. 



(b) When such mortgage is one of the description refer
red to in clause (b) of article 36 (i.e. without posses· 
sion) 

29 (b) (i) If at the time of execution of the instrument 
of further charge possession of property is 
given or agreed to be given under such 
instrument 

(ii) If possession is not so given 

SO Gift-Instrument of, not being a settlement or~ Will or 
transfer 

31 Indemnity Bond 

32 Lease-including an underlease or sub-lease and any 
agreement to let or suh-let-
(a) WltCl'C by such lease the rent is fixed and no pre

mium is paid or delivered 
(i} Where the lease purports to be for a term of less 

than one year 

(ii) Where the lease purports to be for a term of not 
less than one year but not more tha_n 5 years 

The same duty as conveynace 
(No. 21 or 21 A as the case may 
be) for a consideration equal to the 
total amount of the charge (includ-
ing the original mortgage and any 
further charge already made}, less 
the duty already paid on such origi-
nal mortgage and further charge. 

.Same revised rate as for No. 21 
or21 A 

The same duty as a Bottomry Same revised rate as for No. 14 
Bond (No. 14) for the amount of 
the further charge secured 
by such instrument 

The same duty as a conveyance 
(No. 21 or 21A as the case may 
be) for a consideration equal to the 
value of the property as set forth 
in the instrument 

The same duty as a Security 
Bond (No. 49) for the same amount 

The same duty as a Bottomry 
Bond (No. 14) for the whole amount 
payable or deliverable under such 
lease 

The same duty as a Bottmmy 
Bond (No. 14) for the amount or 
value of the average annual rent 
reserved 

Same revised rat( as for 
21 or 21 A. 

Same revised rate as for 
No,49 

Same revised rate, as for 
No. 14 

Same revised rate, as for 
No. 14 



(I) 

32 (a) (iii) Where the lease purports to be for a term ex
ceeding 5 years but not exceeding 10 years 

(iv) Where the lease purports to be for a term 
exceeding I 0 years but not exceeding 
20 years 

(v) Where' the lease purports to be for a term ex
ceeding 20 years but not exceeding 30 years 

(vi) Where the lease purports to be for a term 
exceeding 30 years but not ecxeeding one 
hundred years 

(vii) Where the lease purports to be for a term 
exceeding 100 years or in perpetuity 

32 (a) (viii) Where the lease does not purport to be for 
any delini te term. 

(2) (3) 

The same duty as a Conveyance Same revised rate, as for 21 
(No.2! or 21A as the case may be) or 21 A. 
for a consideration equal to the 
amount or value of the average an .. 
nual rent reserved 

The same duty as a Conveyance 
(No. 21 or 21 A as the case may be) 
for a consideration equal to twice 
the amount or value of the average 
annual rent reserved do. 

The same duty as a Conveyance 
(No.2! or 21Aasthecasemaybe) 
for a ·consideration equal to three 
times the amount or value of the 
average rent reserved 

The same duty as a Conveyance 
(No. 21 or 21A as the case may be) 
for a consideration equal to four 
times the amount or value of the 
average annual rent reserved 

The same duty as a Conveyance 
(No. 21 or 21A as the case may be) 
for a consideration equal to one-sixth 

do. 

do. 

of the whole amount of rents do. 
which would be paid or delivered in 
respect of the first fifty years of the 
lease 

The same duty as a Conveyance Same revised rates as for 21 
(No.2Jor21Aasthecasemaybe) or21 A. 
for a consideration equal to three 
times the amount or value of the 
average annual rent which would be 
paid or delivered for the first ten 
years if the lease continued so long 



(b) Where the lease is granted for a fine or premium or The same duty as a Conveyance do. 

... for money advanced and where no rent is (No. 21 or 21 A as the case may 

"' 
reserved · be) for a consideration equal to the 

.... amount or value of such fine or .. premium or advance as set forth in 
the lease, 

(c) Where the lease is gfanted for a line or premium or The same duty as a Conveyance do. 
for moneY. advanced in addition tO rent reserved (No. 21 or 21 A as the case may 

be) for a coDSidcration equal to the 
amount or value of such fine or pre--
mium or advance as set forth in the 
lease in addition to the duty which 
would have been payable on such 
lease if no 6ne or premium or ad .. 
vance had been paid or delivered: 
Provided that in any case where an 
agreement to lease is stamped with 
ad valorem stamp required for a 
lease & a lease in pursuance of such 
agreement is subsequently executed "' the duty on such lease shall not 0 

ex~ed one rupee and ninety-five co 

Letter·' of Allotment of shares in any company or in 
patSe 

33 
respect of any loan to be raised by any company or 
proposed company 0.30 0.40 

34 Letter of licence, that is to say any agreement between 
a debtor and his creditors that the latter shall 
for a specified term suspend their claims and allow the 
debtor to carry on business at his own discretion 33.80 40.00 

35 Memorandum of Association of a company-
(a) If accompanied by articles of Association under 

the Companies Act, ·1956 (Central Act 1 of 1956) 90.00 150.00 

(b) If not. so accompanied 240.00 350.00 
36 Mortgage deed, not bcili,g an agreement relating to 

Deposit of Title deed, pawn or pledge (No. 6) Bot-
tomry Bond. (No. 14) Mortgage of a crop (No. 37), 
Respondentia Bond (No. 48) or Security Bond 
(No. 49)-



(I) 

(a) When possession of the property or any part of the 
property compri.ed in such deed is given by the 
mortgagor or agreed to be given 

(b) When possession is not gi\'eri or agn:ed to be gh·en 
as aforesaid 

E:cp/antJtion.-A mortgagor who gh·cs or has given to th~ 
mortgagee a power of attorney to collect rents or gives 
or haS given to the mortgagee a lease of the ptoptrly 
mortgaged dr part thereof, is deemed to give possession 
thereof within the meaning of this article. 
(c) When a tollattral ot- auxiliary or additional or 

substituted security or by WAy of further assu.o 
ranee for the abovementioned purpose where the 
principal or primary security is duly stamped for 
every sum secured not exceeding Rs. I ,000 

and 
for every Rs. 1,000 or part thereof secured in 
excess of Rs. 1,000 

37 Jt.:Iortg"dgC of a crop, including any instrumcnrs eviden
cmg an agreement to secure the re-payment of a 
loan made upon any mortgage of a crop whether the 
crop is or is not in existence at the time of the mortgage-
( a) When the loan is repayable not more than 3 

months from the date of the instrument
-for every sum secured not exceeding Rs. 200 

(b) 

-for every Rs. 200 or part thereof secured in excess 
ofRs. 200 · 
When the loan is ~repayable more thnn three 
months but not more than 18 months from the date 
of the instrument-
-for every sum secured not exceeding Rs. 100 
-for eVery Rs. I 00 or part thereof secured in excess 
ofRs. 100 · 

(2) 

Same duty as a Conveyance 
(No. 21 or 21A as the case may be) 
for a •consideration equal to the 
amoufit secured by such deed 

Same duty as a Bottomry Bond 
(No. 14), for the amount secured 
by such deed 

2.30 

2.30 

o.-w 
O.oW 

0.60' 

0.60 

(3\ 

Same revised rate as for 
No. 21 and 21 A. 

Same revised rate as for 
No. 14. 

5.00 ~ 

5.00 

0.50 

0.50 

0.75 

0.75 



38. Notarial Act. that J!:l to say, any imtn,unent. eq.dorseR 
lllent, note, attestation, P!;rtificate c,r entry. P,ot J)cin' a 
Proti;St (No. '14) m~dc or 'ingecj by a ~J-otary publi~ in 
the execution of the duties of his office or by any othet 
person lawfully acting as a notary public 3.~ 5.00 

39 Note or Memolflndum send by a Broket· or agent to 
hia principal · intimating the purchase or sale on 
account oi such principal-
( a) of any goods exceeding in value twenty •·upees.. 
tb) of any atock or marketable security exceeding in 

value 20 rupees 

~ NoteotprotatbytheMRSterofaship. 
Parlition-"-·instrument of [as defined by Section 2 

(K)] . 
41. 

0.60 
Subj~ct lo a maximuln of 'Its'. 4:3, 

p~ise tO for every Rs, I 0,000 or part 
thereQf of the !to'P< or security 

. 3.00 

The same duty as a Bottomry 
Bond (No. I~) for the amount 
of the value of 1he separated 
share or shares of ·the property 

0. 75 
Subject to a maximum of 
Rs. 50, 50 paise for every 
10,000 or part thereof. 

5.00 
Sante revised rate as for 

No. 1+. 

N.B. The largest share remaining after the property is partitioned (or 
if there are two or more shares of equal value and no~ smaller than 
any ofthe tother shares, then one of such equal shares) shall be deemed 
to be that from which the other shares are separated: 

Provided always that-
( a) When an instrument of partition containing an agreement to 

divide property in severality is executed and partition is effected in 
pursuance of such agreement, the duty chargeable upon the instrument 
effecting such partition shall be reduced by the amount of duty paid in 
respect of the first instrument, but shall not be J~ than two rupees and 
thirty paise. 

(b) Where land is held on Revenue Setdement for a period not 
exceeding thirty yean ~n!l paying the full asscssm~nt, the value for the 
purpose of duty shall be calculated at twenty-five times the annual 
revenue. 

(c) Where a final order for affecting a partition passed by any 
Revenue Authority or any civil court or an award by an arbJtrator 
directing a partition is stamped with the stamp required for an in.stru 
ment of partition, and an instrument of partition in punua.Jlce of such 
order or award iJ subsequently executed, the duty on sud) imtrument 
shall not exceed two rupees and thirty paise. 



(I) 

42 Partnerahip. 
A. Instrument of-

(a) Where the capital of the partnership does not 
exceed Ra. 1,000 

(b) In any other case 
B. Dissolution of 

43. Power of attorney [as defined by section 2 (p) not 
being a proxy]-

(a) When executed for the sole purpose of procuring 
the registration of one or more documents 
in relation to a single transaction or for admitting 
execution of one or more such documents 

(b) When authorising one person or more to act in a 
single transaction other than the case mentioned 
in clause (a) 

(c) When authorising not more than 5 persons to act 
jointly and severally in more than one transaction 
or generally 

(d) When authorising more than 5 but not more than 
l 0 persons to act jointly and severally in more than 

one transaction or generally . · · · 
(e)· When given for consideration and authorising the 

attorney to sell any immovable property 

(f) In any other case 

Explonolit>n I 
. . Fi>r the purpo~ of tlus artiCle, more persons than 
one when belonging to the same firm shall be deemed 
to· be one person. 

44 Pr(,test of bill or note, that is to say any declaration in 
writing made by a Notary Public or other person law• 
fully acting as sucb attesting the dishonour of a bill of 
exchange or promissory note · · ' 

(2)_ 

15.00} 
60.00 
30.00 

1.15 

2.3Q 

16.90 

33.80 
The same duty as a Conveyance 

(No. 21 or 21 A as the case may 
ilc). fo~. the amount oft!te conside~: 
ration 

3 .40 for each 
person authorised 

3.00 

(3) 

No change 

!.50 

3.00 

20.00 

40.00 
Same revised. rate as for 
21 or 21A- · 

RuPees five for eaCh person 
authorised. 

5.00 



45 Protest by the Master of a Ship, that is to say, any 
declaration of particulan of her voyage drawn up hy 
him with a view to the adjustment of losses or the 
ealculation of averages and every declaration in 
writing made hy him against the eharterers or the 
consignees for not loading or unloading the ship, 
when such declaration is attested or certified by a 
Notary Public or other person lawfully acting as 
such 

46 Reconveyance of mortgaged property-

(a) If the consideration for which the property 
was mortgaged does not exceed Rs. 1,000 

(b) In any other case 

47 Release that is to say, any instrument (not being 
such a release as is provided for hy Sec. 24), whereby 
a person renounces a claim upon another person 
or. aga~t any specified property-

(a) If the amount or value of the claim does not 
exceed Rs, 1,000 

(b) In any other case 

48 Respondentia Bond, that is to say any instrument 
securing a loan on the cargo laden or to be laden 
on hoard a ship and making repayment contingent 
on the arrival of tl1e cargo at the port of destination 

3.00 

The same duty as conveyance 
(No.2lor 21Aasthecasemay.be) 

. for the amount of such considera
tion as set forth in the reconveyance 

Rs; 60. 00 in the case of im
moavable properties situated: in the 
areas referred to in Art. 21A and 
Rs~ 45 in the case of immovable 
properties situated in other areas 

The same duty as Bottomry 
Bond (No. 14) for such amount or 
value as set forth in the release 

22.50 

The same duty as a Bottomry 
Bond (No. 14) for the amount of 
the loan secured. 

5.00 

Same revised rate as for 
21 or 21A 

75.00 
in respect of cases covered by 
Art. 21 A & Rs. 50 in. other 
cases 

Same revised rate as for 
No. 14 

30.00 

Same revised rate as for 
No. 14 



49 

(I) 

Security bond or mortgage deed, executed by way 
of security for the due execution of an office or to 
aCC<Junt for money or other property received by 
virtue thereof or executed by a surety to secUre the 
due performance of a contract-
( a) when the amount secured docs not exceed 

Rs. 1,000 

(b) . In anY. other case 

50 · SCttlement-

51 

·;A,, Ins~rt~m'ent of·(in(!Juding a deed of dower) 

Jt ,Revoci\tion of; 

Share War1·ants, to bearer issued under tl~c: ·.Qom..: 
panics Act, 1956 (Central Act I ofl956) · 

(2) 

Rs. 

The :.amc duty as a Bottomry 
Bond (No.- 14) for the amount 
secured 

22.50 

The same duty as a Bottomry 
Bond (No. 14) for a sum equal to 
the amount or value of the property 
settled as set forth ip such settlement 

Provided that where an agree. 
mcnt to settle is stamped with the 
stamp required for an instrument. 
of ~ttlement and an instrument 
of settlement in pursuance of such 
agreement is subsequently . -ex
ecuted, the. duty· on such ins~u
ment shall not exceed two ntpees 
thirty paise · . 

The sanic duty as a Bottomry 
Bond (No. 14) for a sum equal to 
the amount or valu~ of the property 
concerned as set forth in the instru
ment of revocation, but not exceed
ing forty-five rupees 

One and a half times the duty 
payable on a conveyance (No. 21 
or 21A as the case may be) for a 
consideration equal to the nominal 
amount of the share specified in the 
warrant 

(3) 

Rs. 

Same revised rate as for 
No. 14 

30.00 

Same revised rate as for 
No. 14 

Provided that where au 
agreement to settle is stam~ ~ 
and an- instrument ia 1\lb,. ~ 
·sequently exec11ted the duty 
on such instrument shall not 
exceed Rs. 5 

Same revised rate as for 
No. 14, but subject to a 
maximum of R!:. 50 

For every Rs. 100 or part 
thereof the nominal amount 
of the share specified in the 
warrant Rs. 10 



52 

53 

55 

Shipping order for or relating to the conveyance 
or goods on board of any vessel 

Surrender of lease-
(a) when the duly with which the lease is charge

able does not exceed Rs. 22.50 

(b) In any otltcr case 

Transfer whether with or witbout COOiiid.cration
(a) of debentures being marketable securities 

whether the debenture is liable to duty or not 

(b) of debenture stock 

(c) of any interest secured by a Bond; mortgage 
deed or policy of insuranc<>- · · 

(i) if the duty on such a bond, mortgage deed 
or policy de cs not exceed Rs. 22.50 · 

(ii) In any other case 
(d) o( any property under tho Adminutrator 

General's Act, 1913 (Section 25) 
(e) of any trust property without consideration 

from one trustee to another trustee or from a 
trustee to a beneficiary 

Transfer of lease by \Ya}' of assignment and not by , . 
way of underlease 

0.20 

The duty with which such lease 
is chargeable 

22.50 

One rupee for every Rs. 100 or 
partt hereof of the face amountof 
the de*ture · 

One rupee for every Rs. 100 or 
part thereof of the face amount 
of the debenture stock 

The duty with which sttch bond, 
mor&gagc deed or policy io charge
able 

22.50 

33.80 
Rs. 16.90 or ouch snmller amount 

as may be charged under clause 
(a) to (c) of this article 

The same duty·as a Conveyance 
(No.2! or21Aasthecascmaybe) 
for a consideration equal to the 
amount of the consideration for the 
transfer 

0.30 

(a) when the duty with 
which such lease is charg.,. 
able docs not exceed Ra. 30 

'The duty with which auclt 
lease u chargeable (vide 
No. 32) 

(b) In any other case 
so.oo 

No change 

No change 

(i) if the duty on such 
a bOnd, lllOrtpgc deed or 
policy docs not exceed Rs. 25 
No change in tho rate. 

25.00 

40.00 
Rs. 25.00 or such smallcr 

amount as may be charged 
under clatucs (!') to (c) 
above 

Same revised rate as for 
No. 21 or 21A . 



56 

(I) 

Trust-
A. Declaration of-Of or concerning any pro

perty when made by any writing not being a 
Will 

B. Revocation of-Of or concerning any property 
when made by any instrument other than a 
Will 

57 Warrant for goods, that is to say, any instsumcut 
evidencing the title of any person therein named or 
his assigns of the holder thereof to the property 
in any goods lying in or upon any dock, warehouse 
or wharf, such instrument being signed or certified 
by or on behalf of the person in whose custody 
such goods may be 

(2) 

Rs. 
The same duty as a Bottomry 

Bond (No. 14) for a sum equal to 
the amount or value of the property 
concerned as set-forth in the 
instrument but not exceeding 

Rs. 67.50 
The same duty as Bottomry 

Bond (No. 14) for a sum equal to 
the amount or value of the property 
concerned as set forth in the iMtru
ment but not exceeding Rs. 45 

1.15 

(3) 

Rs. 
Same revised rate as for 

No. 14 

Same revised rate as for 
No. 14 

1.50. 
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,ANNEXURE-II, 

Exemptions from Stamp Duty which are proposed to be 
retained 

(i) UNDER THE SCHEDULE TO THE KERALA STAMPiACT 

Sl. No. af Article in The Schedule 

22 Copy or extract 

27 Eritry as anAdvpcate 

54 . Transfer .. 

· Exemptions 

{a)' Copy of' ·any paper 'which a 
public officer· is . expressly • required by 
law to make or .furnish for 'fecord in 
any. public~office or for any.public 
purpose 

·(b)· Copy· br ·or extract ·from any 
register relating to births baptisms or 

''namings · · 

, . Eritry. as an aavocate on tne roll of 
the lligh Court when he has been pre
yiously enrolled -~ ,a Vakil in the 
.same High Court or as an Advocate 
~r yakil ~ any otheJ; High Court 

Transfer by endorsement, 
· (a:)' of a· bill of c:Xcbange, 'cheque or 

promisssory note ' 

(b) Of a bill Of)adi ... ,5, U.'W,J..VIf;;J.)' UIUCI. 

warrant for goods or .other mercantile 
document: of tit!~ to, goods · 

(c) of a' policy ofinsurance 
(d) o~ securities of · the; Central 

Government. 

(ii) Notified under the Kerala ·Stamp Act, 

I. The whole stamp duty under the Stamp Act for decisions awards 
or orders of the Registrar of Co-operative Societies or arbitrators 
under , the . Co•operative Societie; Act. . c:' :., 

2:· The duty in re5pect ofin~truments relating to the trarufer of 4%% 
Defence ·Deposit· Certificates which are securities of the Central 
Government. 

3. The duty in respect of transfers by endorsement of 4i% Kerala 
Electricity Bonds, 1975. 

4/348 



4. 

5. 

6. 

7. 

9. 

10. 

II. 

12. 

13. 

H. 

15. 

218 

The duty in respect of .the .bonds to be executed by the Sche?uled 
Castes and Tribes for the drawal of interest free loans sanctioned 
to them: 
The duty in respect of instruments of gifts in favour of Government 
or local bodies 
The duty for issue of ex~racts of mark lists o!.the annual examinations 
of Standards I to IX m the case of HariJan students,: · . · 
The duty on agreements for Tight to collect ·seigniorage on --minor 
.produce brought Ior sale by hill tribes. 
Letter which a person depositing money in a post office Savings Bank 
as security to the Government or a local authority for the due exe
cution of an offioe or for the fulfilment of a contract or for any other 
purpose, is required to address the Postmaster in charge of the Post 
Office Savings ~ank ·~reeing to special conditions with respect of 
tbe. application ·and withdrawal of the money deposited and the 
payment of interest accruing due thereon. 
The duty in respect of instrument of reconveyance of mortgaged 
property executed by State Government in favour of any person 
who is or has been in the ITlVil. or Military service of the Government 
on the repayment of an advance received by him from the Govern
ment for the purpose of constructing, purchasing or repairing a 
dwelling house for his own use. 
The duty in ~ect of instrument of reconveyance executed by State 
Government in respect of the property mortgaged by an officer of 
Government or his surety as security for the due execution of an office 
or the due accounting for money or other property received by virtue 
thereof. 

The duty in respect of instrument of exhange executed by a private 
person where land is given by him for public purposes in exchange 
for other land granted to him by the Government. 
The duty in respect of instrUment of release referred to in Section 
130 of the Indian Merchant Shipping Act 1958 (Act 44 of 1958). 
The duty in respect of cert!ficate of sale gran~d to the purchaser 
of any property sold by pubhc auction by a Registrar of Co-operative 
Societies in the ~.State. _Duty reduced to the amount of duty 
chargeable on a stmtlar certtficate granted by a Civil or Revenue 
Court. 

T~ d~ty on atp"eements executed by· HarlJans either collectively 
or m~tvtdually m cases of acquisitions of house"Site8 where initial 
depostts are c:o~ected from. them and in cases of acquisition ·of land for 
wholesale .o;bift!.ng of cherts where the cost of acquisition is recovered 
from the H~yans ~ an alternative to the condition of relinquish
ment of thetr old sttes. 

The. duty payab!e by the authorised agents under the :National 
Savmgs Scheme m respect of the agreements to be executed by them. 



16. 

17. 

18 .. 

19~ 

20. 

219 

The duty ~ayable by authorised agents under the system for the 
sale of Nattonal Plan Certificates in respect of the supplementary 
agreements to be executed by them. 
The duty with :'which mortgage deeds executed by Industrial Con
cerns in the State in respect of the loans received by them &om the 
Government of India. Ulld.er the . Subsidised Industrial Housing 
Scheme of the ·Government of India are chargeable. 
The duty with, which agreements executed by the industrial con· 
cerns in this State in respect of the subsidies received by them 
from the Government of India under the subsidised Industrial 
'Housing Scheme of the Government of India are chargeable under 
the said Act. 
The· duty OI\. the secu.rity bond executed by a. non~ga.zetted officer 
of du; State o£ Kerala or an employee of a local body in the State 
drawing salary not exceeding Rs .. 300 per illensem in respect of the 
advance= drawn. by him for tteatment .Elf Tuberculosis for him cu- a 
·m.ember ofbis.family in private T .. B. Sanatoria in the State oCKerala. 
The duty chargeable in rc:spcct of undertaking$ furnished by Govern
ment servants in cClDilc:ction with the final withdrawal from !'J:OVideru 
Funds fo~: house building purposes. 



'CHA.PTER- '10 

MlsdEL:LA.NE<>us TAXES 
', . 

tWEAflrli TAx. ESTATE DUTY .AND ·SUCCESSION DUTY) . ' 

i0.1 ·The· Directive Principles ·of . State Policy· 'a.<iumbrated in the 
Indian Constitution ·enjoin that the ·ownership and control of the 
material resources of the community should be so distributed as ~o 
irobserve the common good and that the . operation of the econouuc 
system should not result in conCentration· of· wealth and means of 
production to the common detri:roerit. · Since .under ·the existing 
socio-economic framework in· India· the brunt of ' the burden of 
resolli'ce mobilisation is on' the poorer masses of' the' population, 
it is ·necessary to-lessen this inequity . through · a complemen1:ar}' 
system of progressive. taxation oil the well-to-do sections who consti
tute only a sma.ll percentage ·of the total population •. : In the absence 
of such a sys~ the massive outlays on the Five Year Plans have 
resulted in a disproportionate ina-ease in the wealth of the richer 
sections of the community, thus undermining the concepts of justice 
and equity envisaged in the Directive Principles. Mr. Nicholas ..
Kaldor who reviewed the Indian tax system in 1956 sought to achieve 
these objectives by introducing a comJ?rehensive tax reform embrac
ing taxes on wealth, capital gains, .gifts and personal expenditure 
besides income-tax. Estate duty and succession duties are other 
~orms of taxation capable of reducing inequalities in· wealth and 
mcome. 

10.2 Mr. Kaldor had estimated that the net yield of the reforms 
suggested by him would be in the range of Rs. 80 to 110 crores a 
year. This estimate includes the expected yield from the Capital 
Gains Tax (Rs. 25-40 crores annually). Though all the new taxes 
have been introduced by the Government of India the total yield from 
them came to only Rs. 12.40 crores in 1966-67 (accounts) 
(excluding the collection from capital gains tax for which separate 
figures are not available) in spite of the signiil.cant rise in property 
values under the Plans. ThiS indicates either that there has been 
a co~picuous lack of det!!rmination on the part of the Centl'e to 
adminiSter the taxes efficiently or that the existing system of 
valuation of property needs improvement. 

19.3 Estate duty was already being levied when Mr. Kaldor re
VIewed the tax system. But even today it is not being really used as 
an instl'ument for reducing inequalities in wealth; thiS is clear from 
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the fact that the total revenue collected from this source in 1966-67 
was only Rs. 6.26 crores; 

10.4 Under the scheme of distribution of fiscal powers between the 
Union and the States, ·wealth tax (excluding that on agricultural 
land) falls within the jurisdiction of the former. At the same time 
taxation of agricultural wealth has· not been specifically included 
either in the State List or in the Union List. · Succession duties 
relating to agricultural land and estate duty in respect of agricul
tural land are State taxes (Entries 47 and 48 of List II of the 
Seventh Schedule to the Constitution). Though estate duties and 
succession duties in respect of properties other than agricultural 
land are included in the Union List, the proceeds of these taxes are to 
be assigned to the States as laid down in Article 269 of the Consti
-tution. 

10.5 Undier the existing arrangements the Centre is levying estate 
duty· on· agricultural land and making over the collections to the 
States after deducting collection charges. The total revenue for all 
the .States is less than a crore. The relativre insignificance of this 
tax will be clear from· the fact that Kerala got from this source 
only Rs. 1.47 lakhs in 1966-67. Estate duty on property other than 
agricultural land is distributed among the States on the basis of the 
formula prescribed by the Finance Commissions from time to time. 
The principles of distribution suggested by all the Finance Com
missions have been the same, though many States have been advo
cating changes in the scheme before the successive Commissions. 
According to the formula adopted, the net proceeds are apportioned 
between immovable property and other property in proportion to 
the gross value of the properties assessed in a year. The amount 
apportioned to immovable property is distributed among the States 
in proportion to the. gross value of immovable property located in 
each State. The sum apportioned to other properties is distributed 
among the States on the basis of population. 

10.6 Wealth tax on agricultural land and succession duties in 
respect of both agricultural and non-agricultural properties are not 
levied at present. As mentioned earlier, the levy of a wealth tax on 
agricultliral land is not specifically provided for by any Entry 
relating to taxation in either the Union List or the State List. But 
under the residuary powers conferred on the Union, Parliament can 
legislate for such a measure. We consider that there is no justi
fication to exclude agricultural land from wealth tax. In fact agri
culturnl land constitutes a more stable base of wealth than bank 
balances investments in stocks and shares or most other forms of 
non-agri~ultural property; there has been a tremendous appreciation 
in land values due to the ever increasing pressure of population on 
land, sizeable investments in rural development and so on. Of course, 
the c~ilings fixed for land holdings have, to a limited extent, acted 
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as a check against' accumulation of agricultural w~th. In thi; 
process the base for agricultural wealth tax is rendered some 
what slender. Even so, with the ~crease in J?roductivity b~~h· 
about by advanced methods of cultivation and mtensive apphcatior 
of inputs on the one hand and fa~ourable ma!ket prices Oil: the o~er 
agricultural wealth would constitute a fnutful field for taxation 
We recommend that the Government of India may be moved to paSI! 
suitable legislation authorising. the States. to collect and appropriate 
wealth tax. on agricultural land, and, that ·for this purpose, the 
Government of Kerala may try to enlist the support of other State 
Governments also. This would help to ·remove a lacuna in the 
Indian tax system. 

10.7 We are also in favour of imposing succession duties. While 
estate duty is levied on the entire assets of a deceased person, suc
cession duties are to be levied on the inheritance of each individual. 
Thus the base of the levy as well as the incidence is divergent, though 
\it can be argued that in actual practice both these will ultimately 
fall on the same property. Inllerited wealth is really un-earned 
wealth to the beneficiary. Hence even under the present economic 
system in which private property rights are highly sanctified, there 
·is a case for taxing inheritance. As in the case of estate duty, succes· 
sian duties may be levied by a. Central law applicable to both agri
cultural lands and other properties, with the concurrence of the States 
so far as agricultural lands are concerned. The following rates are 
suggested:-

Where the value of the inheritance 
does not exceed Rs. 25,ooo·· 

Where the value exceeds Rs. 25,000 
but does not exceed Rs. 50,000 

} Nil 

I · 5 per cent of the 
~ excess over 

) Rs. 25,000 

Where the value exceeds Rs. 50,000 · per cent of the 
} 

Rs. 1,250 plus 15 

but does not exceed Rs. 1,00,000 excess over 
Rs. 50,000 

~ 
Rs. 8,750 plus 25 

Where the value exceeds Rs. 1,00,000 per cent of the 
but does not exceed Rs. 2,00,000 J excess over 

.Rs. 1,00,000 

Where the value exceeds Ra. .2,00,000 } .. ::~ ~:~~5~t: 50 

excess over 
Rs. 2,00,000 

10. 8 It appears that ~e ~culiar f~tures of the Hindu joint family 
system have been causmg iiifiiculty m the matter of imposing succes
sion duty, which bases liability on the amounts inherited by various 



223 

persons and their degree of relationship to the deceased pemon. Until 
these difficulties oould be satisfactorily solved the main objective 
behind this levy can only be achieved. by introducing a higher degree 
of progressivity in estate duty. 

10 .. 9. Estate duty though adminiStered by the Centre is of financial 
significance to the States as the proceeds are passed on to the States 
under Article 269 of the Constitution (duty in respect of agricultural 
land is a State tax under the Constitution itself). Under the Estate 
Duty Act,· the word 'estate' includes all property which the deceased 
was at the time of his death competent to dispose of. Thus the duty 
will be leviable on all property belonging to the deceased, including 
cash, bullion, jewellery, household effects, motor cars and other 
vehicles etc. All bonafide debts of the deceased are deducted from 
the value of the assets for determining his total taxable property. 
The beneficiaries of the deceased person are made liable to submit 
within six months of the death a return showing the list and value 
of the property left by the deceased. The tax is levied on a slab 
system and is payable in instalments also. Certain exemptions are 
allowed. ·We would suggest one minor alteration in the scheme of 
exemptions. Under the existing provisions all gifts for public chari· 
table purposes made six months before the date of death and all 
other gifts made two years before the date of death are exempted 
from estate duty. To minimise the loopholes for evasion, the time
limit prescribed above may be modified as one year and five years 
!respectively, so that gifts for charitable .~;~urposes made during a 
penod of one year and other gifts made dunng a period of five years 
before the death of a person will also te included in the prorrty 
liable to taxation. The Government of India may be move for 
amending the Act suitably for this purpose. 

Summary of oonelusions aru1 recommendations 

1. The Government of India may te moved to pass suitable 
legislation authorising the States to levy, collect and appro
priate wealth tax on agricultural land, and for this purpose 
the support of the other State GoV-ernments may also be 
enlisted. 

(paragraph 10.6) 
2. Succession duties may be introduced as a complement to 

estate duty both on agricultural lands and other properties 
at the rates specified in paragraph 10. 7. The GOvernment 
of India may te moved to pass necessary legislation for this 
purpose as in the case of estate duty. Until the difficulties 
m the matter of imposing succession duty could be satis· 
factorily solved, the main objective behind this levy can 
only be achieved by introducing a higher degree of pro
gressivity in estate duty. 

(pangfaphs 10.7 and 10.8) 



224 

3. The exiSting provision m the. Estate Duty Act exempting 
gifts for charitable purposes made before six months and 
other gifts made befom two years of the death of a person 
may be amended so that the properties gifted during a 
period of one year or five years as the case may be before 
his death will also attract tax. The· Government of India 
may be. moved to amend the Act suitably for this purpose. 

(paragraph io. 9) 



D. NON-TAX REVENUES 



CHAPTER 11 

KERALA STATE ELECTRICITY BOARD 

11.1 The Kerala State Electricity Board is a public sector under
taking' enjoying the privileges of a monopoly concern. Though in 
theory the Board is at liberty to fix prices for all categories of con
sumers in such a way as to maximise the. profit, being a Public Sector 
undertaking, they have not only been called upon to shoulder respon
sibilities in the public interest, including the supply of power at 
"concessional" and even "below cost" tariff, buf are expected to 
operate within the framework of the State Government's industrial 
promotion and agricultural production plans and programmes. The 
generation and sale of power is nof only a means for raising revenue 
for the public sector, but also a catalyst for economic development 
and spatial dispersion of industries. This assumes particular signi
'ficance in a State like Kerala where electricity assumes the role of a 
"basiC resource'', 'particularly in view of the inadequaey or absence 
of basic resources like iron and coal. 

_Historical background· 

11.2 The generation of electricity in the public sector ·in the erst
~vhile Travancore State started in 1929 when the State Government 
sef up m Trivandrum a thermal station with three oil-engine·driven 
generation sets of 65 KW each. Another power station equipped 
with three diesel sets of a total capacity of 240 KW was established 
in Quilon in the year 1934. By that time the potentiality of develop
ing_ hydro-electric power was recognised and in 1933 work on the 
Pallivasal hydro-electric project was inaugurated. The first stage 
of the project, when completed in 1940, had a generating capacity 
of 13,500 KW. When electricity began to be supplied from fhe Palli
vasal Project, the thermal stations at Trivandrum and Quilon were 
closed down. 

11.:1 Electricity was first introduced in the erstwhile Cochin State 
in 1935 when a thermal power station with diesel engines was esta· 
blished in Trichur. This was followed by the setting up of fhermal 
stations run on diesel oil in Kalamassery, Mattancherry and Erna~ 
kulam in 1938, the last two being owned by licensees. The Poringal
kuthu Hydro-electric project was taken up in 1946 as a post-war 
development scheme. Work on the project was in progress when 
the State was integrated with Travancore in 1949. 

11 .. 4 The Malabar area; particularly in Kozhikode District, was 
meeting its power requirements from the Pykara electricity system 
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in Madras State. There were three receiving stations in the district 
at Kuthumunda Kozhikode and Nilambur. This arrangement con· 
linued for so~e years even after the reorganisation of States. 
There was also a private licensee engaged in the distribution of 
power-the West Coast Electric Supply Corporation-which cater~d 
to the needs of the Calicut town.* 
11.5 With the implementation of the successive. Five Year Plans 
there have been great strides in the development of hydro·power 
in the State. At the commencement of the .First Five Year Plan, 
the installed capacity of the Pallivasal pro.iect-the ·only completed 
hydro-electric system then in the State-was 28.5 KW. On comple· 
tion of the Pallivasal Stage II and the Sengulam Projects, the instal
led capacity rose to 85.5 MW at the close of the fir~t Plan period. 

Constitution of the Electricity Board 
11.6 One year after the launching of the Second Five Year Plan i.e., 
in April 1957, the Kerala State Electricity Board was set up under 
the provisions of the Electricity (Supply) Act (Central Act), 1948, to 
take over the administration of the electricity undertaking which 
was being hitherto run departmentally by the Government. By that 
time, the installed capacity of the system' bad reached 101.5 MW. 
During the Second Plan, the first and second stages of the Poringal
kuthu Project and two units of the Neriamangalam Project were 
completed, bringing the installed capacity to 147.5 MW by 'the end 
of the year 1961. The Neriamangalam Project' (3rd unit) and the 
Panniar Project were completed during the Third Plan period and 
the capacity of the system went upto 192.5 MW by 1966. With the 
commissioning of two units of the Sholayar Project and all the six 
units of the Sabarb{iri Project, the total capacity of the Kerala gri\:1 
rose to 528.5 MW towards the close of 1967-68. · 
11.7 Thus, the last decade witnessed a significant growth in the 
power dcv~lopment in Kerala, the generating ~apacity rising by more 
titan five hmes. The number of hydro-electr1c stations in operation 
increased from three to eight and new projects were taken up for 
construction. The sales operations of the Electricity Board covered 
more than 3.8 lakh consumers and the per capita consumption of 
electricity has been increasing from year to year. 

Constraints on the economic (uncti.oning of /Jze Board 
11.8 The Board is charged with the general duty of promoting the 

. co-ordinated development of generation, supply and distribution of 
electricity within the State in the most efficient and economical man
ner ~·ith pn~ticular reference .to sue~ development in areas not, for 
t~c. time bemg, served by pnvate licensees. According to the pro· 
vts1ons of the Act, the Board should, as far as practicable, carry on 

• On the expiry or the period or agreemenl of the licensee the K 1 -St . • era o. ate 
Electricity Board took over the distribution work along "ith the f 
the Company. assets o 
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Its operations in such a manner that it does not incur any loss and 
for this purpose the Board is required to adjust its tariffs ·from time 
to time. But, in respect of private licensees, the Sixtlt Schedule to 
the Act lays down a rigorous financial code and fixes a ceiling on 
the returns that may be earned by them. No similar provision 
exists regarding the financial working of the State Electricity Board. 
The main aim of the Sixth Schedule to the Act is to regulate the 
working o~ the licensees so as to limit the profits that may be earne.:l 
by them in their business of electricity distribution. Since most of 
the private licensees operate in urban areas, there is scope for mak
ing large profits and this has necessitated the provisions in the Sixth 
Schedule placing certain limits on the returns that may be earned 
by them. In the case of State Electricity Boards, however, the area 
of operation is state-wide, and, so long as the duty of promoting co
ordinated development of generation an.:l distribution of electrical 
energy is placed on them, it will not be possible for the Boards to 
function like private licensees choosing only such areas for electrical 
development as are highly remunerative. 

11.9 The promotional role of the State Electricity Board has been, 
from time to time, imposed on it by the State Government. The 
Electricity Board has, so far, been functioning in an atmosphere of 
supply scarcity, and hence pricing policies and strategies and market
ing and· management innovations had very little place in their 
developmental efforts. Apart from "cost of production" as the major 
factor in price setting, and the eoncept of "subsidy'.' to promote 
certain industries, there have been no scientific approach to the 
determination of electricity tariff. Since the Electricity Board had 
inherited the backlog of "below-cost contractual obligations" in 
respect of certain .industrial consumers and since Ute organisational 
set-up of Ute Board, from the vecy beginning, was ·.:Iesigned to 
operate in a system of contracts and sub-contracts, rather than direct 
jobbing work, the crucial significance of high-level managerial deci
sion-making in conditions of demand rigidities has, so far, not been 
given due ·recognition. 

Need for a Fair Returli on Investment 

11.10 As the financial working of most of the State Electricity 
Boards in India has been causing considerable concern, the Govern
ment of India appointed in 196'4 a Committee of Ministers of various 
States with Shri R. Venkitaraman, Ulen Industries Minister, Madras 
State as its convener, to examine the financial working of the State 
Elect~icity Boards and to make suitable recommendations as to how 
best the working of the Boards could be toned up to secure optimum 
returns on the investments. The above Committee's (Venkataraman 
Committee) main recommendation was that the immed!ate objective 
of the State Electricity Boards should be to earn adequate revenues 
to meet not only the working expenses and depreciation but also 
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the interest charges in full on the invested capi!a~. After achieve
ment of this first phase objective, the State Electricity Boards should 
work to achieve the second phase objective of earning. a retu~ of 
3 per cent of the capital base after meeting the operatlon, mamte
nance, depreciation and· interest charges. In fact, the r~~ommenda
tion of the above committee was that the State Electrtctty Boards 
should achieve the second phase objective within five years. 

11.11 The recommendations of the Venkataraman Com!'Ilittee.have 
been accepted by the Government of India, State Governme11ts and 
State Electricity Boards. All efforts are therefore to be made to 
achieve the first and second phase objectives without delay. 

Financial Position of tl1e IJ.oard 

11.12 The financial position of the Kerala State Electricity Board 
has, however, been showing considerable strain during the recent 
years. Though the revenues of th-e Board have gone up from 
Rs. 7.07 crores in 1965-66 toRs. 9.42 crores in 1967-68, the. total opera
tion and maintenance expenses went up from Rs. 2.07 crores to 
Rs. 4.01 crores. After making allowance for depreciation and cost of 
power J>Urchased, the net operating incom-e of the Board went dqwn 
from Rs. 3.03 crores in 1965-66 to Rs. 2.77 crores in 1967-68. Thus the 
increase in expenditure has been much more than the rise in revenue 
in recent years. The return on the -capital base of the B·oard was· 
3.44 per cent in 1965-66 an.i it came down to 2.37 per cent in 1967-68. 
In 1965-66 the Electricity Board's revenue deficit to meet the full 
interest charges due to the Government was Rs. 0.77 crore. This 
deficit increased to Rs. 2.7 crores in 1967-68. A statement in a con
solidated form giving the picture of gross revenues, working expenses. 
depreciation, interest due and net deficit for the years 1963-64 to 
1967-68 is given in Annexure I. · 

11.13 The Electricity Board and the Government of Kerala gave an 
undertaking to the World Bank, late in 1965 before availing of the 
Transmission loan, that all possible efforts would be made by the 
Board to increase progressively the return on the capital base The 
expectation was that the Board should be able to get eleven p~r cent 
return by 1970-71 on thr capital base, the 11 per cent being calcu· 
lated as follows:-

Interest 
Duty 
General Reserves 
Profit 

6.0% 
1.5% 
0.5% 
3.0% 

Total 11.0% -
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11.14 It was promised that in the year 1967-68, Kerala State Electri
city_ Board. would. achieve a return of 6.5 per cent on the capital 
base. Agamst this undertaking, performance has been only 2.37 per 
cent. There has been considerable pressure from the World Bank 
and the Government of India for the Kerala State Electricity Board 
taking adequate -measures to step up its revenues so as to show 
appreciable progress for achieving the promised targets. Recently 
representatives of the Kerala State Electricity Board and Govern
ment of Kerala were examined by the World Bank authorities to 
ascertain. what ·steps they propose to take for fulfilling the under
taking already given. ·During this examination certain broad princi
ples were evolved as to how best the financial targets could be 
worked out and fulfilled. As a major concession, the World Bank 
authorities have now agreed to exclude works in progress from the 
capital base ·so that the return on the capital could be assessed with 
reference to the capital base consisting only of assets 'Which are 
producing revenues. So far as Kerala is concerned, this is no doubt 
a substantial concession as a good block of. the capital assets would 
not be ready for yielding revenue till 1971-72 when the Iddik.ki 
Project is to be commissioned. Till then it would be advantageous 
to exclude the capital invested on the works in progress of the ldikki 
Project.: After excluding works in progress the capital base of the 
Kerala State Electricity Board is expected to be as follows:-

1967·68 
1968-69 
1969-70 
1970-71 
1971-72 
1972·73 

Rs. in crores 
85.90 
89.78 

103.09 
106.80 
170.19 
173.57 

11.15 In this connection it will be relevant to explain the basis on 
which the capital base is arrived at. This capital base in brief repre
sents the capital resources employed in the Kerala State Electricity 
Board· after eliminating the internal capital generated by the Board 
which is largely in the form of depreciation reserve and security 
deposits of consumers. The total value of the fixed assets plus work
ing capital for stores and cash is .first arrived at an~ . therc;from the 
accumulated depreciation reserve of the Board utilised mternally 
and security deposits from consumers are d~ucte.i .. The net fiR!II'e 
gives the value of capital .base represen~g ~y the cap1tal 
resources obtained from outstde sources mvolvmg ,P;IlYIDent <!f 
interest. In other words, what the_ Kerai·a State ElectriClty ~oard JS 
expected to achieve is only a _return on the . borrowed capltal and 
not on the capital generated mternally. This approach has been 
accepted by the World Bank and it relieves the BoiQ'd in showina 
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a return on its own internal capital generated.· AI statement indi
cating the details of capital base, operation and maintenance expens~s 
and revenue of the BoarJ for· the years from 1965-66 to 1972-73 1S 
given as Annexure II. 

11.11; During the year 1968-69, revenues of the Board on the basis 
of the existing tariffs and the surcharge imposed from 1-6-1968 are 
expected to be in the region of Rs. 12 crores. Thll revenue expenses 
including depreciation but excluding interest charges are expected to 
be Rs.. 7.6 crores. The net revenue available for earning a return 
on the capital base is estimated to be Rs. 4.4 · crores. This net 
revenue works out to a return of about' 4.8 pllr cent· on the capital 
base for that year. In view of the low return that the Kerala State 
Electricity Board has been earning, it would be \iifficult to reach in 
one stet> tl1ll targeted return of 9.5 per cent on fue capital base. The 
\'enkataraman Committee which examined fue financial working of 
the various State Electricity Boards recommended fuat, as a first 
stage, each State Electricity Board should aim at achieving a return 
of 6 per cent to 6.5 per cent on the capital base which will be suffi
cient to meet the interest charges. According to fuis Committee, a 
second stage of achieving the target of 9.5 per cent including a net 
vroflt of 3 ver cent to 3.5 per cent cou!J be aimed a~ after initilj.lly 
achieving the first stage. 

1 1.17 In fuis context, we may first examine fue shortfall in fue net 
revenues which the Kerala State Electriciy Board is having for 
achieving the first stage of 6 per cenf on capital base. For realising 
the above 6 per cent, fue total revenues fuat would be necessary to 
be earned by Kerala State Elllctricity Board in 1968-69 should be 
at least Rs. 12.98 crorcs. Against this, the Board is expected to 
realise a revenue of only Rs. 12 crores. As a first step it is suggested 
that measures should be taken to increase fue revenues· so as to 
achieve this initial target of 6 per cent to 6.5 per cent. Happily, 
this position is likely to be achieved wifu fue implementation for a 
full year of fue surcharges recently imposed by fue Go~rnment from 
1st June 1968. This surcharge or.:ler is no doubt under dispute in 
the High Court, but once it is cleared it is estimated fuat a total 
!'(•Venue of Rs. 14.5 crores will be realised in 1969-70' This estimated 
revenue is just adequate to meet the operation and maintenances and 
depreciation charges and to give a return of 6 per cent on fue capital 
base. 

11.18 There are certain basic assumptions on which fue al>ove fore
ens! for 1969·70 is estimated. These assumptions are {1) fue energy 
sales in 1969-70 should at lens! reach fue target of 1680 million units· 
(2) Revenue expenses in 1969-70 should be comparable with fuos~ 
incurred in 1968-69. It' is to be hoped fuat the above basic assump
tions will "11~ be upset. 
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11.19 Having reached the first stage of 6 per cent to 6.6.'per certt 
return in. 1969-70, ways and means have to be found for further 
increasing the net revenues of the Board to realise the target of 9.5 
per cent. This target should be achieved before the ldikki Project 
is brought into commission because once this project is commission
ed, the entire picture changes. Kerala State Electricity Board will 
have on its hand a . huge generation potential of ldikki with the 
attendant interest and depreciation charges without being able 'to 
sell the entire power available from Idikki. · The Idikki Project is 
expected to be co=issioned in 1971-72. In view of the difficulties 
in achieving the target of financial returns after commissioning· the 
Idikki Project, it is necessary for the Kerala State Electricity Board 
to think of achieving this objective just before the Idikki Project is 
commissioned. Thus in the year 1970-71, the target for the· Kerala 
State Electricity Board should be to achieve a net revenue ·return 
which should give 9.5 per cent on the capital base. · · · · .,.. · "" · -11.20 The picture of power availability in Kerala State requires 
careful study. ·Till the commissioning of the Sabarigiri Project, this 
State was grossly deficient in power which necessitated large .. scale 
curtailment of extension of electricity services and imposition of 
powet cut when monsoons failed. This picture of power·scarcity has 
radically changed witli the commissioning of the Sabarigiri Project 
which added 300 MW of power to the installed. capacity. The 
installed capacity of the Kerala power system and the full generation 
potential thereof for the various years from 1968-69 projected upto 
1972-73 are given below: 

Year 

1968-69 
1969-70 
1970-71 
1971-72 
1972-73 

Installed 
capacity 
546.5 MW 
621.5 MW 
621.5 MW 
751.5. MW 

1011.5 MW 

Electricity Board's Estimates of Revenue Deficits 

Full generation 
potential 

2517 M. Units 
2533 M .. Units 
2533 M. Units 
2817 M. Units 
4372 M. Units 

11.21 On the basis of the existing tariff and surcharge,: the Electri
city Board has projected the energy sales and revenues ·anticipated 

·for the current and the future years as follows: 

Year Units in Million Rs. in 
crores 

1968-69 1,400 12.00 
1969-70 . 1,680 14.50 
1970-71 1,880 16.28 
1971-72 2,030 18.07 
1972-73 2,180 19.97 



11.22 The cost of power at the generation end, extr11. high tension 
end, high tension end and low tensio!l end has als.o beea worked out. 
Annexure 111 gives the cost per umt at the vanous ends and also 
exhibits the fixed charges by way of depreciation and interest w;h~ch 
do not vary with the off-take of power. For the purpose of amvm~ 
at the fixed charges, depreciation has been calculated on the straight 
line basis adopting years of life for each category of asset according 
to Schedule VII to the Electricity (Supply). Act, 1948. In respect of 
interest charges, a flat rate of 6 per cent on the capital base has been 
adopted excluding the capital internally generated by the Board. As 
the objective of the Kerala State Electricity Board is to realise in due 
course not only the cost of power including interest charges but also 
an additional 3.6 per cent on the capital base (making a total of 9.6 
per cent), the total realisation that should be had by sale of power 
at various ends has been worked out in Annexure IV. In this 

· annexure, the ·existing realisation per unit as per tariff plus surcharge 
is also indicated as from the various classes of consumers. The 
overall shortfall in revenue for the various years from 1968'69 to 
1972-73 to give the total return of 9.6 per cent on the capital base 
is summarised below: 

Years 
1968-69 
1969-70 
1970-71 
1971-72 
1972·73 

Rs. in crores 
4.12 
3.22 
2.61 
7.60 
7.69 

11.23 In the forecast of revenue assumed in the \!arlier paragraphs 
a steady growth of 12 to 20 per cent in various loads has been 
assumed for each year. An attempt has also been made to examine 
how the financial position of the Board will improve if we make 
an optimistic forecast about sale of pOWl!r. If the supply of power 
to. Ma~as and to the titanium complex materialises, this is likely to 
brmg lD extra revenues . to the Board. The extra revenue from the 
titanium com~le;t would, ho":ever, be possible only after 1971·72,.as 
even. the prel.1m1.nary works have ~o~ been started by this industry. 
In VIew of thts, tt would be unrealistic to take this load into account 
for. revenue Pl;lrposes even for 1971-72. At best, a portion of this 
ma)or load mtght come about in 1972-73. The generation poten
tial and net surplus in power in the Kerala State Electricity Board 
from 19G9-70 to 1972-73 are given in Annexure V. In the same 
ann~xure. the probable loads that might materialise to absorb a 
portion of t~e surplus power are also given, Thus sale of power 
to Madras m1ght come about to 100 million units in each ·of the 
1969·?0 and !97~-71 and to 200 million units in 1971-72 and 19~e_;r; 
And if the titamum complex and the newsprint project materialise; 
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further; sale of power li.J)fo 613 million units might come ab'oui: in' 
1972-73. According to the. Electricity Board, even after· making a 
load forecast on an optimistic; basis, allowing for all possible develop
ment of industries, the following will be the picture of generation that 
would. be required to meet the internal demand and the net surplus 
that is likely to be available, ' · 

:rears Generation required to meet Net Surplus nvo.ilable 
internal demand 

1S69-70 2003 M. Units 463 M. Units 
1970-71 2372 M. Units 266 M. Units 
1971-72 2414 M. Units 363 M; Units 
1972-73. 2600 · M;, Units .1595 .M .• Units 

11.24 The surplus energy available upto the year 1971-72 is mainly 
on account of unutilised capacity of the Sabarigiri Power House, 
Thereafter the surplus . ·energy availability steeply increases conse· 
quent on commissioning of Idikki Project. 

11.25 The analysis given' earlier is based essentially on a "cost
oriented" approach. The additional. sales which can be generated 
by marketing effort, including selling techniques, better pricing 
policies and strategies, publicity and promotion, etc., are indeed, the 
most crucial magnitudes in our, calculation. It is, obvious that any 
determination of tariff based on unit cost plus a ·certain margin for 
profit, interest, etc., has to be related to the level of capacity utilisa
tion. But the volume of sales .and, therefore, of the degree of .capa
city utilisation, depends also on the level of electricity rates. Unless 
the complex relationship between price, unit cost, sales effort, 
demand, capacity utilisation, etc., are clearly understood, without 
committing the error of circular reasoning, calculations· aimed at 
future profitability of the electricity undertaking will not succeed. 

.. . 

1i.26 One method of estimating future demand for power is to 
analyse the pattern of industrial development envisaged .under the 
proposed Fourth Five Year Plan of the State and to aggregate the 
projected demand schedules of the individual companies or industries 
(both existing industries and industries expected to be set up during. 
the ,Plan period). In the absence of firm estimates of demand for 
individual companies or industries or sectors, broad estimates based 
on certain relationships or tren.:l analysis may have to be made. The 
expected or planned developments in the rural sector with reference: 
to use of electric pump sets, extension of electrification programmes 
in the municipalities and panchayats, etc., will have to be mapped 
0\1{. 
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11.27 According to the Draft proposals ~or the Fourth Five Year Plan; 
of Kerala, prepared by the State Plannmg Board, 

·"Assured supply of steady power at relatively lo~v co.st sho~ld 
be considered as an important measure for attracting mdustnes 
to Kerala. The policy of power development in the Fourth Plan 
will, therefore, be to increase Installed capacity for powe~ gene
ration to ensure adequate supply of firm power even dur1ng the 
non-m'onsoon periods, at prices which ·will induce industrial 
development, and to remove the bottlenecks in power distribu
tion", 

Tile Draft further states that, 
. ~'The assessement of power requirement, would be• based on 
the needs of the entire southern region, keeping in view the 
Centre•s policy of developing poweF on regional basis." · 

It .28 The possibility of selling power to Madras is yet to be finally 
ascertained. But, the important point to remember is that the 
demand for Kerala·based power from neighbouring States is as much 
a function of price as a function of inter-State discussions of the 
relative economics of geographical specialisation. · The Government 
of Kerala and the State Electricity Board should impress upon the 
Planning Commission, the Government of India and the State Govern
ments in the southern region about the efficiency of investments in 
tile power sector in Kerala and the possibility of power supply at 
relatively cheap rates provided the neighbouring States agree to 
make large-scale purchases of power from Kerala. At the same 
time, with subsl'antial unutilised capacity likely to be generated after 
Idikki is fully commissioned, the Electricity Board should evolve a 
pricing · strategy based essentially on the principle of 'incremental 
costing' so that additional sales can be effect'ed, thereby making 
at least marginal contributions to profitability. 

11.29 The data relating to the behaviour of costs at different levels 
of capacity and tariff rate~ indicate t~at, if demand can be generate.i 
to a level where substantial proportion of capacity can be utiliSlld 
unit .c:osts would de~line to sue~ an extent that the anticipated pro~ 
fltablltt:y can be ';Cnl~sed even Without. a.ny increase in existing tariffs. 
Th~ pnmnry objective of the Electricity Board, around which the 
entire top management and the technical anJ administrative cadre 
of the Board s~ould be motivated into action, should be the attain
m~nt of a des1red 'snles effort' identilled in terms of very clear! 
lnld·down sales targets. . Y 

11.30 Though power !s not a commodity like other consumer ro-
ducts in respect of wh1ch market l"l'Search would yield quick ::X 
still it would be a step in the right direction if a commerc·Jal res chis, 
· d · 1 d m .. th · approa 
IS eve ope a on, e engmecrs at all levels with the oblective of, 
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developing load demands in every nook '!ll'ld corner of the ·State~· At 
pr-esent thente~dency among -the power_,·engineers· -in the State--is. ta 
res~ content· With .merely ~nnecting new services for which· appli
cations are· on hand. This tendency has to be radically changed. 
The outlook of- every power engineer should ·be so reoriented as to 
encourage him to look out for fields of developing power loads, For 
example, there are many areas where the existing distribution trans
formers are not fully loaded. It should be the aizp. of every engineer 
in charge of 'distribution transformer to make an."earnest attempt to 
ensure that the full •Jistribution capacity of the transformer is utilised 
bv conm!cti!}g new loads within a _specified time. Thereafter, his aim 
should be to anticipate new growth and to increase the capacity of 
transformers on the _distribution system so as to take on more loads. 
The_ achie'Vement of ·the field engineers should· be measured in __ terms 
of load l:l,'evelopment and ·consequent increases in revenue in his area. 
This coinmercial approach coupled with proper marketing techniques 
should enable the power engineers to achieve a crash programme· of 
incr~asing power sales_. 

1 L81"- In this context it is necessary to examine .whether any of the 
existing procedures are creating obstacles in the way of load promo
tion. In the course of taking evidence we have. been told that the 
minimum guarantee system prescribed by the Electricity Board -is 
acting as a disincentive to the sale of power. In the present context, 
this system needs to be reviewed; we would advocate a liberalisation' 
of the existing terins of minimum guarantee with' a ·view to expand 
the consumption o,f power.. -

Economy in the W.orking of the State Electricity Board 

11.82 There can be no two opinion regarding the need for achieving 
maximum economy in the working expenses of the Board. It would 
be essential for the State Electricity Board to evolve suitable work 
norms for various ' categories of personnel, improved managerial 
techniques· at all levels and to ensure maximum productivity. The· 
State Electricity Board l1as engaged the National Productivity 
Council in the southern region to conduct a special study of the work 
norms of various categories of p-ersonnel in the Board and to make 
recommendations relating to the staffing pattern so as to achieve 
maximum productivity and economy. This special study by the 
National Productivity Council should be given all the importance it 
deserves so that full advantage is taken of its consider~d recommen
dations for achieving maximum economy in the utilisation of per
sonnel. 
11.33 It must the point out, in this connection, that measures for 
increasing- productivity should not be. conceived of merely in terms 
of mechanisation. or. computerisation of jobs which. are now bei~g 
handled by human labour. This needs. emphasis particularly _in view 
of the fact that, very often, managements. of. companie~ tend to 
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restrict the introduction of productivity techniques to ,labOUl"'U.ving 
devices. In the present situation of increasing unemployment in tit~!' 
country prOductivity techniques should aim at reducing cost per unit 
of output or service through better organisation of productive opera
tions and by cutting down unnecessary overhead expenses all'.i avoid
able waste. 

11.34 Another important sector where economy could be achieved 
is inventory control. There seems to be no scientific procedure at 
present obtaining in the State Electricity Board for exercising a 
proper inventory control. The procedure of purchase and provision
ing of stores has to be rationalised so that only essential items are 
purchased and stockeJ for the minimum period necessary. The 
process of inventory control is a technical subject in which the 
State Electricity Board would do well to take advice from specialists. 
It is, however, noted that a branch of Indian Statistical Institute,· 
Calcutta, has been recently conducting classes in this State for . the 
supervisory personnel connected with the purchase and stocking of 
stores in the Electricity Board in regard to various procedures of 
inventory control. Full advantage of this specialist assistance should 
be availed of by the State Electricity Board so that a scientific system 
of inventory control is devised and implemented with the least possi
ble delay. 

11.35 An equally important factor to be considered is the surplus 
capacity for generation of power, without corresponding investments 
for the development of transmission and distribution system. What · 
is required is a more balanced investment pattern in respect of gene
ration capacity and the transmission and distribution system. It is 
hoped that at least in the Fourth Five Year Plan the Electricity 
Board's investment programme will be drawn up taking adequate 
note of balances between generation and distribution of power. 

11.36 As can be seen from the following table the losses of electri
city in transmission and distribution has been increasing year after 
year:-

r~.,. 

1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67 

Losses of IMrgy in percentage 
16.0 
17.7 
17.7 
21.2 
19.7 
20.8 

Efforts should be made to deter~ine more adequately than before th 
&l'l!U where wastal(~s are occurrmg and remedial action is called f e 
As a norm it may be stipulated that the losses of electricity in tr or. 
mission shollld be kept below l5 per cent. ans-



11.37 The· new orientation for management and marketing action 
suggested above cannot succeed unless a complete overhaul of ·the 
Electricity Board is attempted with a view to building up an organi· 
sational structure in which the marketing or sales function will have 
the dominant position in management heirarchy. In other words 
unless the present set-up of the Board, with distorted emphasis on 
the production function to the utter neglect of the marketing func
tions such as ·costing and pricing, selling, publicity and advertising, 
etc., is remodelled on modern lines, the quest for profitability has 
no ·chance of success. This also implies that the senior and middle 
management of the Electricity Board should be given the necessary 
orientation in such diverse ftleds as marketing, marketing research, 
operations research, network techniques and modern management 
practices in general. What is important to remember· is that the . 
ElectJricity Board should be geared to the task of running the organi
sation on .modern· commercial lines, with the main corporate objec· 
live of "successful marketing". The Board's ability to move away 
from the present "capacity-creation approach" towards a meaning
ful application of the "marketing concept"-and the realisation that 
the Electricity Board is very much in the business of selling a pro
duct (in this case, a servicel-will determine the level of profitability 
of the undertaking in the years to come. 

Proposal for Tariff Revision 

1 L38 Since the attempts to increase the profitability of the Electri
city Board, as pointed out in the earlier paragraphs, should be con
centrated on the marketing or selling efi'ort, we are not in favour 
of enhancing electricity rates across the line for covering 'anticipated' 
revenue deficits. However, we feel that there is some scope for 
revising certain rates upwards as a supplementary measure, parti· 
cularly in view of the fact that many of the management improve" 
ments and marketing innovations would .take some time to fructify. 

il.1.89 In .making proposals for revision of tariff in selected sectors, 
we ·have been guided by the following general considerations:-

(i) To the extent to which the revenue •.iefi.cit of the Electricity 
Board is a reflection of under-utilisation of capacity result
ing from inadequate marketing effort or inefficiency in 
operations, tariff revision should not be used Jls a ~cover' 
for such inadequacies and inefficiency. However, up
ward revision of .tariff. is justified after ensuring maximum 
utilisation of capacity to the extent to which a fair return 
on investment has to be ensured. 

(ii) In evolving a progressive ta1'iff s~ucture, there should be 
explicit reliance on scientific principles of 'Price-setting, 
taking into account various factors such as potential 
demand, load factor, diversity factor, etc. 
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(iii) Any further upw:m:J. revision of tari..l\' mus~ take into. account 
the impact of tariff revisions in the pas.t on, the Co!lsumers 
as well as the industry and trade.. · 

(iv) As electricity supply is emanating from a ·monopoly concern, 
care has to be taken to fix the • rates at suitable levels 
which will not impede the economic growth in the 
industrial, agricultural and other fields. 

(v) Electricity rates for different purposes should· reflect, more 
ade<JUately, the ability of consumers to pay and the pur
pose for which power is utilised. ·. , 

(vi) The tariffs should be simple from the point of view.,of 
understanding and accounting. and easy . f()r implementa
tion •. 

(vii)· The overall ~ealisation from the application of the entire 
tariff structure should be adequate to earn a fair return 
on investment anticipated. 

l'rinciples of tariff-making 

11.40 One of Ute peculiar features. of the generation and sale of' 
electricity is that electrical energy cannot be stored and sold dl!pcn.:l~ 
ing on the demand of the consumers. Hence, the generating capacity 
of the grid bas to be kept at an adequately high level to meet 
the peak demand which might occur only for a period ·of one or 
two hours in a day, while at all other times the generating capacity 
hns to be necessarily . kept iJle depending on the load demand. 
Moreover, the utilisation of electrical energy is for diverse purposes 
and the demand from these loads come on the grid at different times 
of the day depending on the purposes for which it is being ilsed. The 
following princiJ>lcs arc therefore considered in the determination of 
tari.ll's. 

11.41 The peak demand should be taken into account and the con
sumers who contribute to the major portion of the peak .demand in 
the g1·id have to pay a fixed charge based on the maximum demand 
ns the generating capacity to the extent of the maximum demand i~ 
always earmarked and reserved for their utilisation. The bulk con· 
tribution to the peak demand generally arises on account of o.ll'taka 
of power by the extra high tension and high tension consumers. 
Therefore, more than any other classes of cousumers, these con
sumers directly contribute to the creation of the peak demand for 
which the generating capacity of the grid has to be kept geared 
The creation of generating capacity of the grid, adequate to meet 
the peak demand, is directly related to installed capacity in power 
houses. Particularly in hydro stations, the bulk of the cost for 
creating ad!lqunte installed capacity is contributed by fixed charges 
which are interest on capital and depreciation. ·It is always an 
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accepted principle in tariff-making that these ftxe·d charges· are 
related to the· maximum demand made on the grid in terms of KV A. 

11.42 Prior to the commissioning of the Sabarigiri Project, the rate 
of. the fixed charges per KV A of demand on the grid was of the order 
of Rs. 10 .·per KVA per month. This has now risen to about Rs. 1f 
per· KV A per month . after commissioning of the Sabarigiri ProjeCt. 
This increase is mainly on account of substantial ad.:lition of fixed 
charges relating to Sabarigiri power house without a corresponding 
increase in demand. With the commissioning of the Idikki Project 
in 1971-72, this figure of fixed charges in terms of rate per KVA per 
I)lonth is likely to go as high as Rs. 19. Here again, the increase 
would be on account of fixed charges of the Idikki Project, assum
ing no corresponding addition to the •jemand. 

11.43 In formulating tariffs for the extra high tension and high 
tension consumers, due regard has to be given to the fixed charges 
devolving on the Electricity Board for creating sufficient generation 
potential to meet the peak demand. Thus, the tariff of high 
tension supply is generally evolved in two parts, the first part pre
scribing the rate in relation to maximum demand created by the 
consum~r and the second part relating to the energy consumption 
by the consumer. Thus, two-part tariff is ·an ideal one from the 
point of view of the supplier as it provides charging on the maxi
mum demand of the consumer covering the fixed charges, as also 
charging the actual consumption of energy by the consumer. The 
overall rates of power for the consumer, according to this two
part tariff, varies according to load factor and the maximum 
·demand of the consumer. The higher the load factor at which· he 
utilises the power, the lower will be the overall cost per unit. 

11.44 In respect of consumers taking high tension power and 
utilising it in power intensive industries, a special tariff is given 
to them which is related to maximum demand of their load. If 

· they utilise the maximum demand at a high Io·ad factor, that is, 
utilising power uniformly throughout the day, they automatically 
get a relief in terms of low cost of power per KWH. On the 
other hand, if after taking this special tariff, they do not use the 
pqwer intensively at a high load factor, they automatically pay a 
per.·alty, as in that case, the eventual rate pe_r KWH that would 
work out to them would be even more th·an what a normal high 
tension ·consumer would pay under the two-part tariff. The special 
tariff for power intensive industrial consumers, who are in. a posi
tim~ to utilise power intensively at ·a high load factor, is thus 
considered as an 'incentive'. 

11.45 As a portion of the generation cap·acity is kept idle during 
other than peak demand periods, increase in load demand at othet: 

41348 
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nours · has to be ·:encouraged. 'For this ·purpos~ ste~ t.ariffs b?th 
for demand ·and energy consl.imed are prescribed for. h1gh tensiOn 
consumers so that when consumption of energy increases, they gel 
the benefit of progr!lssively lower rates of t~iff. 

11.46 . Though the above principles are recognised and· are .taken 
into · account, either explicitly or implicitly, in tariff-making 'l!y. 
the Electricity Board, we feel that the structure of electricity rates, 
now obtaining in Kerala and the actual level of individual tariffs 
are more a product of ad hoc decisions in the past, and the theore
tical basis of such tariffs is more in the nature of rationalisation 
of past actions taken on the basis of exigencies and short-ferm 
considerations of revenue. There is obvious need for a detailed 
and scientific enquiry into the structure of electricity tariffs in 
Kerala with a view to not only making the Electricity Bo·ard .a. 
growing and profitable. concern, but also ensuring that the rate· 
structure performs the role of promoting economic development in 
the various sectors of industry and agriculture. 

11.47 We are of the opin.ion that the substantial degree of sub
sidy which is involved in the present tariff structure, particularly 
in the case of E.H.T. special rates needs immediate revision. 
While, the concept of 'promotional tariff' must find a place in the 
tariff policy of the Electricity Board, any large-scale subsidy given 
to industry or agriculture must be in the direct form of Government 
subsidy, depending of course upon the judgment as to · whether 
such sectors really need subsidy. In the case of new industries 
which are power-intensive and which need initial promotionill 
effort, special rates may have to be considered for ·an initial period of 
three or five years. But the wrong policy of long-term con~actual 
obligations as in the case of the present special rates should. be 
clearly avoided in the future. Special rates negotiated in individual 
cases, wherever new industrial ventures \U'e involved, · should take 
into account the relative economics .of the particular indi!stti<ll. 
venture. Though it is not possible to lay down rigid rules in ·this 
resnrd, it is advisable and even necessary to formul·ate general 
guidelines for administrative action and tariff negotiations. · 

T arilf Revisions in tlze Past. 

11.48 Before considering measures for the strengthening·: of the 
flnanc~ of I~? Electricit~ Board,· we · shall have a brief · look at 
tbe t.a~JIT reviSions made m the past. In Travancore, the rates· and 
COO!~Jbons for the S~JppJy. of electricity Were governed by the oJd · 
l'albvasal Hydro Elec!J'ic Project Tariff Rules. These rules were 
extended to the Cochm area also after the integration. of Travali· 
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core and Cochin. . The following were. the tariffs for the supply of 
energy to the major categories of consumers:---' 

Low tension-gim~ral purposes 
1. Domestic-i.e., ·lights· and com

billed installations ·of lights and 
·fans· · · 

2. Refrigerators, small cookers, hea
ters, etc., for domestic purposes 

3. Air conditioning plants 

4. All-electric homes 

5. Cinematograph installations 

Tariff 
.4! annas per unit-:
minimum Re. 1 annas 8 
per meter per month. ·· 
1! annas per unit.._'. 
minimum Re. 1 annas 8 
per meter per. month. , · 
1 anna per urut
minimum Re. 1 annas 8 
per meter per month. 
For the first 32 units :per 
month- 4! ·annas per 
unit and all in excess 1 
anna per unit. Mini
mum Rs. 10 per meter 
per month. 
2 am;ras per unit.· 

For temporary .illuminations, street lights, etc., separate. rates were 
prescribed. · 
Industrial and agricultural use (3 Il.P. and above) 
1. · Industrial power at 400 volts or 1 anna per unit upto 1000 

lower units. All in excess 0.9 

2. P.ower at 400 :volts or lower for 
· agricultural. purposes 

Iligh tension supplies. · 

anna per unit. · 
Flat rate of 0.75 anna per 
unit-Minimum Re. 1 
annas 8 per meter per 
month. 

··The ;rate per unit varied from 0.6 anna to 0.35 anna ·according 
to· the .quantity of energy consumed. In addition, charges on the 

.basis .of. KVA of .maximum demand per month were also payable 
.at-.varying rates. Separate rates were fixed for seasonal loads, for 
large-scale use of energy, for heating and air-conditioning, and 
·so ·on. · 
11A9 By the. Travancore-Cochin Electric Supply Surcharge Order 
1950, a surcharge . began to be levied on the price of all supplies 
of energy made by the Government or by licensees. The rates. .of 
surcharge for the various categories of consumers were as follows:...,.. 

(il Lights. and combined ·installations of :lights 
and fans 

(ii) Public lamps 
12!% 
12!% 
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(iii) Refrigerators, sma~ cookers,, etc. 
(iv) Air conditioning plants 
( v) All electric homes 
(vi) Cinematographic installations 

(vii) Temporary illuminations and display lighting 
(viii) Industrial and agricultural uses 

12!% 
12!%· 
12!% 
20% 
20o/o 
20% 

Tlui energy consumed by licensees for their own purposes was 
also subjected to a surcharge of 12! per cent. The surcharge Order 
of 1950 was given legal backing by the enactment of the Travan· 
core-Cochin Electricity Supply Surcharge Act XIV of 1955. 

11.60 The Pallivasal Hydro-Electric Tariffs were revised towards 
the close of the year 1958, and the new rates were made applica
ble to consumers in the entire State of Kerala. (Till then, the 
Madras tariiTs continued to be in force in the Malabar area). This 
wns the first revision since the formation of the Kerala State Elec
tricity Board. The revised rates fixed in respect of the major cate
gories of consumers were:-

Light and combined installations 
of li&hts and fans 

All Electric homes 

Industrial general purposes 

~griculturnl purposes 

Power at 11 KV for industrial 
purposes 

TariO 
30 paise 'per unit-Minimum 
Rs. 2 per meter per 

month. 

First 35 units at . 30 
paise per unit; ·all in 
excess 8 paise per unit. 
Minimum II& 12 per
meter per month. 

First 1000 units: · 8 
paise per unit; all in 
ex~ess 7.5 paise per 
umt. Monthly minimum 
II& 5 or -Re. 1 per 
KW of· connected· load 
which ever is higher. 
6 paise per unit. · Mini
mum Rs. 5 per meter 

. pe~ month; 

Rate . v~ied fr~m 5 p~ise 
to 3 paise per unit, plus 
KV A rates to maximum 
demand per month 



'l'his revwon converted the rates to : Ute decimal' coin.age system. 
With tbe en~orcement of the new rates the. surcharge levied by the 
1955 Act was discontinued. in· respect ·of consumers ·served directly 
by the Board. It may be· noted that the ·.incidence ·of the revised 
tariff on domestic consumers was lower than that of the earlier 
tariff including· the surcharge. · · 

11.51 The next, revision of electricity rates was . done ·with effect 
from 25-6-1963. The following were the revised rates .in respect 
·of major categories of consumers:-
Lights and combined installa- 30 paise per unit-Minimum 
· tions of lights and fans Rs. 2 per meter per month. 

Refrigerators, small cookers, etc. 15 paise per unit-Minimum 
Rs. 4: per meter per month. 

All Eelectrie homes First 50 units at 80 paise per 
unit all in excess 10 paise per 
unit. Minimum Rs. 15 · per 
meter per month. 

Industrial general purposes First 2000 units at 9 paise 
per unit; all in excess at 
8.5 paise per unit. Monthly 
minimum Rs. 5 or Rs. 2 per 
KW of connected load which· 

Agricultural purposes 

Electric. boilers, large cookers, 
etc. 

P.ower at· 11 KV for industrial 
pur~oses 

ever is higher. 
6 paise per unit sub.iect to a 
minimum of Rs. 5 per 'meter 
per month . 
8 paise per linit-Minimum 

'of Rs. 5 per meter per month. 
The rate per unit varied 
from 5 paise to 3.3 paise 
according to the quantity of 
energy cosumed. Separate 
KVA rates on maximum 
demand basis were also pay-

. able in addition. · · 

11.52 For augmenting the return from the electricity undertaking 
a. further revision of tariffs was made in September 1965. A new 
tarifl' on a slab system was then introd~ced fo~ commercial and 
non-domestic consumers, the first 100 umts bemg charged at 84 
paise, the next 200 units at 83 paise and all in excess at 32 paise. 
The minimum charge per meter was fixed at Rs. 5 per menscm. 
The··tariff for agricultur~tl consumers was raised from 6 paise per 
unit to 8 paise. In the ease of industrial consumers taking power 
at 400 volts or below, the rate-structure was modified as .12 paise 
per unit for the first 2000 units and 11 paise for all energy consumed 



tn excess of that limit. For- high fension supplies the Uiii.t rate 
\'aried from' 5.75 paise to 4 paise; KVA rates on maximum ·demand 
basis were also pay~bl~ . in addition. 

11.63 The low :rates of tariff fixed years back in respect ·of licensees 
continued till 1968 in spite of the rise in the costs of. generation 
and supply of electricity. From· April 1, 1968, the · Board framed 
the following Grid Tariff in accordance with the Kerala State Elec
tricity Board Grid Tariffs Regulations, 1966 and· in· exercise of· the 
powers conferred on the Board by section 46 of the Electricity 
(Supply) Act, 1948. 

Monthly 'onsump- Rate per KWH Rate per K'li' A of 
lion i11 KWH in paise MD per month 

For the 1st I 00000 5.75 
l~ For the 1st . 500KVA ,Rs.ts 

Next 200000 '5.25 

~~ 
For the next 

All in_excess,of300000 
500KVA ~ R11. 7 

4.00 For excess . _.,. 
J abve 1000 KVA Rs. 6 

With !he introduction ~f ~he grid tariff there was significant improve
ment m the revenue re.ahsable from the licensees 

• 1. . • . • 

p .54 Fr~m 1-~·1968, the Government ordered the imposition -of ·a 
surcharge · rangmg between 10 per cent and -33 1/3 per cent of the 
overall charges for the supply of energy-Vide details given below:-· 
-1. E.H.T. Consumers on speci·al rates: · 

(a) those who are on special 
rates up to and including 
Rs. 164 per ·KW or KVA 
per year. 

(b) those on special rates of 
Rs. 165 and above 

2.' H.T. industrial consumers 
3. L. T. consumers: 

(i) (a) Domestic lighting 
(b) Domestic power-AU 

Electric Homes 
(ii) Commercial 
(iii) ,Public' lighting 
(ivj Industrial . 
(v) Agricultural 

S~rc~arge 33 1/3 per cent 
lumted . to a ceiling of 
Rs. 198. 

Sucharge 

" 
No surcharge 

Surcharge 
,· 
" 
" No surcharge. 

20% 
20% 

10'%. 
10%, 

10% 
20% 
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11.55 ·A comparativ~ statement showipg the revisions of tariff r<ltes 
for po\_Ver supply effected. j.n, the .. past. \s given in Annexure; VI.: 
Another·· statement·· show:ing the rates prevailipg in' :Vari.ou~ State 
Electricity Boards is g\ven · as Annexure VII. 

. . . 

11.56 We have: seen. that side by side with the rise. in tl1e• cos1s 
of pro~uction and' distribution of• electricity, tariffs have also \Jeen 
revised. from time to time. But, since the large 'industries· .which 
c,(!.nsume the major share of the power produced have been pro· 
1ected by long-term contracts, it was. not• ·possible till recently to 
enhance the tariffs. applicable to them .in keeping with the rise in 
costs. · Even after the recent levy of surcharges by the Government; 
the .Board is able to recover from them only about one-half of the 
costS 

1
of power generatio~ and supply. 

Our· proposals 
11.57 After taking into account the general principles of tari.ff 
flxatiOll' and· impact of upward· tariff revision .on the different 
classl_ls· of consumers, we propose the following. revisions:~ 

(1). (a) Domestic lighting 
(b) Domestic power-an-· 

electric home 
(2) Commercial and nC.u

domestic-

(il lights and fans, etc. 

(ii) sm,all power loads 

(3) J:'ublic lighting 

( 4) Agricultural 

(5) L.T. industrial 

(6) 11 KV loads' 11nd licensees 

(7) E.H.T. special rates 

' '· . 
No change 

No change 

Replace tile ex.isting rate 
structure. by a .flat rate of 
40 paise per KWH. 

Raise the rate to 26 . paise 
per KWH. 

Existing 10% ··surcharge to 
be raised to 20% ·. 

Raise· the r.ate· from 8 paise 
to 10 · paise per KWH;,· · . 

ExistiiJg surcharge of 20% 
to be .increased to 35 o/o . .. 

Existing 20% surcharge' (O 
be raised to 35% . with pro

. vision for rebates. 

Existing surcharges tc be so 
increased as to recove11 the 
costs of · generation · and 
supply. · ... 
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Domestic Consumers. 
11.58 According to accepted principles of tariff -making, as the 
lighting load of domestic consumers comes : during the · pe~ hour 
periods and the IO'ad factor of such loads lS · sm:ill, the tariff rates 
for such consumption have necessarily t? be. high. The pre~ent r~te 
is SO paise per KWH. We feel that, m Vlew of the earlier tanff 
revisions and the ·already high rate of tariff, there is no case for any 
further revision at present. No change is therefore suggested in the 
l'ates for domestic consumers. 

11.59 For those taking supply for power loads, or combined light
ing and power loads ('all-electric home) the existing rates are ao 

. paise per KWH for the first 50 units and 10 paise for the e,xcess. 
'Ibis is subject to a surcharge of 10%. The overall rate works, .. out 
to an average of 16.50 p-aise per KWH for a consumption of 200 
units per month. Consumers falling under this category are, no 
doubt, in the upper income brackets. Prima facie, therefore, .. there 
is a casll for increasing the electricity rates in respect of all-electric 
homes. But it is not known how far consumers falling under this 
category are sensitive to increases in the power cost of maintenance 
of electrical equipments. In our view these consumers are more 
inhibited by the costs of household electrical equipments ancl other 
consumer durables than by marginal increases in the cost of power. 
Since the need of the hour is load promotion, we do not recommend 
any immediate revision of tariff affecting all-electric homes. We 
would, however, urge the need far a market survey to determint> 
the demand pattern and the rate structure that is conducive to 
promoting sales. If such· studies would indicate the relative insen
sitivity of the consumers to changes in power rates there will be 
u good case for raising the rates relating to this category of con
sumers. 

Commercial 

11.60 The present rates of tariff for commercial and non-domestic 
lighting purposes are 84 paise per unit for the first 100 units, 33 
paise for the next 200 units and 32 paise for all in excess. This is 
subject to a surcharge of 10 per cent. Including the surcharge the 
r•resent l'ate works out to about 37 paise per unit. We consider 
that the existi~g st~p-rate system .can be .simplified by adopting u 
flat rate. Whlle domg so, there IS also JUStification for a slight 
increas~. and we according~y recommend tllat a flat rate of 40 paise 
per umt may be adopted m the case of these consumers. · · 

In respect of ~o~mercial. and n?n-domestic heat and small 
pov.·er loads. the ex1~bng rate 1s 21 paiSe per unit with a surcharge 
of to per cent. Th1s may be enhanced to 26 paise per unit. 
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Public Lighting. 

11.61 The, existing tariff for·.this Class is not on consumption basis 
but. at a flat rate for each bulb or tribe depending on its wattage 
and number of burning hours. 'The rate covers also maintenance 
and replacement. The existing surcharge may be increased from 
10 per cent to 20 per cent and incorporated in the tariff rates 
themselves. This increase cannot be considered unre·asonable in the 
light of increased costs and operation and maintenance expenses. 

-
Agricultuml. 

11.62 This class of consumers has all ·along been receiving a 
favoured treatment and the present rate of 8 paise/KWH. is about 
cne-third of the cost per unit for generation, transmission and dis
tribution at the low tension end. The consumers are using power 
generally for pumping or for dewatering and most of these con
sumers are agriculturists of the well-to-do class. The present agri
cultural tariff in Kerala (8 paise) is the lowest in Indi-a as can be 
seen from Annexure VII. In view of the fact that the users of 
punip sets for agricultural purposes in Kerala belong to the I'Cla
tively high income groups and in view of the unduly low ·agricultural 
tariff at present, we suggest a new tariff of 10 paise/KWH .. The 
revised rate would cover only less than 50% of the cost of supply· 
ing power. Thus, a substantial subsidy element will still be avail
able. 

11.63 While proposing ·an upward revision of agricultural tariff 
we wish to place on record the crucial significance of rural elctri· 
fication in the strategy of agricultural development in Kerala. We 
feel that any subsidy for small ·and middle peasants, wherever 
needed, should be given directly by the Government and should not 
be unduly loaded on the agricultural tariff of the Electricity Board. 
·The Electricity Board should concentrate its attention on the supply 
of electricity for agricultural operations by prompt action for 

. extending the lines and for simplifying the procedures. It may be 
pointed out, in this connection, that the conference of Chairmen of 
Slate Electricity Boards held in November 1965 had evolved certain 
guide-lines for simplifying and liberalising terms and conditions for 
making power available to agriculturists in order to provide the use 
.of. electric power for agricultural pumping. 

11.64 At the conference of Chairmen of State Electricity Boards 
held. on 12th August 1966, the Union Minister for Irrigation and 
Power suggested that rates for supply of power to agriculturists 
should be lowered so as not to exceed 12 paise per KWH. and also 
that the terms and conditions of supply to the agriculturists be 
liberalised. It is important to note that, even after the proposed · 

41348 
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reviSIOn of agricultural tariff in Kerala (10 paise per KWH), agrt 
cullurisls using pump sets will· get power .at a rate lqwer than the 
norm proposed by the above conference. 

L.T. Industries. 
ll.65 The existing rates are 12 paise/KWH for the first 2,000 tin11s 
and 11 paise/l{WH for the excess. This is subject to a sur~harge of 
20 per cent. The overall rate works out to 14.40· patse/KWH. 
This may be raised to 16 paise/KWH, without any step-tariff. 

11 KV Loads and Licensees. 

11.66 Two-part tariffs have been prescribed for 11 KV loads; ·botll-for. 
individual consumers and for licensees. The licensees take bulk 

· SUj>ply from the Board and distribute it mostly in urban areas 
where there is concentration of consumers. A standard grid tariff 
has been evolved for Ute licensees, which is practically on ·par 
with the two-part tariff prescribed for 11 KV industrial consumer~ .. 
A surcharge of 20 per cent, however, has been levied on the latter 
class, while in respect of the licensees, there is no surcharge 
directly on them but they ·are required to collect a surcharge at 
prescribed rates from their consumers and pass on the collections 
to the Board. Our proposal is to increase the surcharge to 35 per 
cent and incorporate it in the tariff itself. This increase of 35 
per cent should also be made in the grid tariff applicable to the 
licensees and the revised rates notified to the licensees giving them 
the notice statutorily prescribed. This notice is necessary so that 
the licensees may examine and revise suitably their rates for the 
consumers. When such a revision of grid tariff is notified and im· 
plemented the existing surcharge applicable on the consumers in the 
licensees' areas will have to be withdrawn. 

The above proposed revision is likely to mcrease the existing 
rates of large industrial consumers taking 11 KV supply from 8.75 
paise to 9.8 paise/KWH. This increase in power charges may 
possibly act as a deterrent for new industries, but this can be got 
over by offering a suitable rebate in the power rates for deserving 
new industries which are set up in the State. This rebate may be 
offered .for a period of three to five years. 

E1I.T. Consumers. 

11.67 This class of consumers consume about 60 per cent of the 
power generated in the State but pay very much less than the cost 
To -appreciate the in>pnct ~f the increases proposed for E.H.T. con~ 
somers on long-term special contract it will be necessary to know 
how the final rate would work out for them. The following table 
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gives· the existing rates plus surcbarge for the E.H.T. consumers on 
~pecial pcinl;ract:- ' 

.• 

M/s. i~dian Aluminium 66 KV · 
·, lndi·an Aluminium 110 KV 
, Travancore-Cochin Chemicals 
,. ': Fertiliser Chemicals 
, F.A.C.T. 110 KV supply 
, Carborandum Universals Ltd. 
,. Cominco Binani Zinc 
, Travancore Rayons Ltd. 
, . Premier Tyres 

Existing tate with 
Surcharge 

(Ps. per Unit) 

2.5 
1.9 
4.2 
2.3 
2.9 
~.9 

. 3.5. 
3.6 
5.4 

The existing contracted rates for these consumers ·are fetching. an 
aver,age revenue of only 2.01 paise per KWH which .goes upto 2.47 
paise per KWH on the introduction of the recent surcharge. · The 
mere cosf of power at the E.H.T. end (without adding 3,5 per cent 
margin) works out to an average of 4.89 paise per KWH for the: 

· five years from 1968-69 to 1972-73. Thus, even after the introduc
tion of the recent surcharge, power supplies to E.H.T. consumers 
are subsidised to the extent of 50 per cent. Since they account for 
about '60 p& cent of the power consumed in the State, the effect 
is that the rest of the consumers and the · general tax-payers .ue, 
between them, subsidising the big industrialists. This is hardly 
,justifiable especially since some of the' big industries, which con-· 
sume the bulk of the power, are making large profits. According:· 
to us, .there· is no justification f,~;u continuing the present policy of 
subsjdising them. The rate structure should be so modified as to 
rl'covcr at least the actual costs of generation and supply of po\\-ct·, for 
which it is necessary to enhance the rates by about 100 per cent. 
But, since the existing rates in . the case of different .industries vary 
from 1.9 paise to 5.4 paise per unit, a flat rate of .surcharge will 
obviously be inequitable. We would, therefore, recommend that the 
Government may design a suitable structure. of surcharge in con
sultation with the Electricity Board so ·as to recover at least the 
unit cost from the E.H.T. consumers . 

. We have, however, no intention to discontinue incentives for 
new entrepreneurs who wish to start industries in the State. They 
may be given a suitable rebate in the power rates for an initial 
period of three to five years. 
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11.68 It was only recently, i.e., from June 1, 1968, that an increase 
of· the power rates was made by the imposit;ion. of _a ~urcharge. 
Therefore, it may not be in the fitness of thmgs to. brmg about 
another enhancement immediately. In the case of licensees wh_? 
are governed by the Grid Tariff Regulations any revisi_on '!f el~ctn
city rates can be implemented only after due not1ce 1s gtven. 
Furthermore, we are aiming at a return of 9.5 per cent on the 
capital base only by 1970-71. For these reasons we recommend 
that the revisions of tariff proposed above may be implemented 
from the beginning of the financial year 1970-71. 

Electricity duty. 
11.69 Since the rates of electricity duty have been 'prescribed in 
terms of percentages of tariff our proposals for revision of tariff 
would automatically augment the yield from duty. In this con
nection we have examined the recommendation of the Kerala State 
Electricity Board Finances Enquiry Commission to introduce a 
combined rate for tariff and duty. It is no doubt, important that 
the fixation of tariff or duty must take into account their combined 
incidence on the consumers. But it is doubtful whether the intro
duction of a combined rate for tariff and duty will bring about 
any substantial reduction in administrative work. This is because, 
even if the tariff and duty are combined for purposes of determining 
the amount payable to the Government, it would be necessary to 
keel? separate accounts in respect of different classes of consumers 
havmg desperate rates of duty, besides consumers like Government 
of India offices which are exempt from payment of duty. 

Summary of ccmclusiom and recommendations. 

1. All efforts ha.ve to be made to achieve a retrun of 9.5 p~r 
cen~ (excludmg proeeeds from electricity duty} on the 
capital base by the year 1970-71. 

(Paragraphs 11.11 and 11.19) 
2. The Government of Kerala and the State Electricity Board 

should impres~ upon the Planning Commission, the Gov
~ent of India and ~e State G~>Vernments in the southern 
reg.on .about the effiCiency of Investments in the pow 
sector m Kerala and the possibility of power su 1 e~ 
relatively cheap rates provided the neighbourinlJSiat~s 
agree to m~~e large-scale purchases of power from Keral;_ 
The Electricl_ty Board sho~d ~!so evolve a price strate · 
based essent~~lly on the prmC!ple of 'incremental costing~ 
so that additional sales can be effected thereb k' g 
at least marginal contributions to profitability. Y ma mg 

(Paragraph 11.28) 



253 

3. The primary objective of the Electricity Board should be 
the attainment. of a desired 'sales effort' identified in terms 
of very clearly laid-down sales targets 

(Paragraph 11.29) 

4. The outlook of every power engineer should be so reoriented 
as to encourage him to look out for fields of developing 
power loads. The achievement of the engineers should be 
measured in ter:ms of load development and consequent 
increases in revenue in his area. 

(Paragraph 11.30) 

5. The existing minimum guarantee system needs to be re
viewed; a Iiberalisation of the terms of minimum guar
antee with a view to expand the consumption of power 
supply is necessary in the present context. 

(Paragraph 11.31) 

6. The Electricity Board should. evolve suitable work norms 
for various categories of personnel and improved mana
gerial techniques at all levels. with a view to ensuring 
maximum productivity. The special study currently being 
made by the National Productivity Council should be given 
all the importance it deserves, so that full advantage is 
taken of its considered recommendations for achieving 
maximum economy in the utilisation of personnel. 

(Paragraph 11.32) 

7. In the present situation of increasing unemployment in the 
country productivity techniques should aim at reducing 
cost per unit of output or service through better organi
sation of productive operations and by cutting down un
necessary overhead expenses and avoidable waste, and not 
by labour-saving devices like mechanisation or computeri-
sation. · 

(Paragraph 11. 33) 

8. The procedure of purchase and provisioning of stores has 
to be rationalised so that only essential items are purchased 
and stocked for the minimum period necessary. In the 

· matter of training for inventory control the Board should 
take full advantage of the specialised assistance provided 
by the Indian Statistical Institute. 

(Paragraph 11.34) 
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9. ·A more- balanced investment- pattern is reqwrd· thed itrn .resp~ct 
of· generation capacity on· the one hand an - e ansmJS
sion and distribution system on the .other .. 

10. 

11. 

12. 

13. 

(Paragraph i1, 35) 

As a norm it may be stipulated that the losses of ·electri
city in transmission should be kept below .15 per cent. 

(Paragraph 11.36) 

Unless the present set-up of the Board,. with distorted 
emphasis -on the production function to the utter ne~lect 
of the marketing functions, is remodelled on modern lmes, 
the quest for profitability has no chance of success. 
The senior and middle management of the Boazrd should 
be given the necessary reorientation in such diverse fields 
as marketing, marketing research, operations :t;esearch, 
network techniques and modern management practices in 
general. 

(Paragraph _11. 37) 
Since the attempts to increase _the profitability of the 
•Electricity Board should be concentrated on the market
ing or selling effort, it is not proper to: enhance· electricity 
rates across the line for · · covering 'anticipated' ·revenue 
deficits. However, there is some scope for revising certain · 
rates upwards as a supplementary measure. · 

(Paragraph 11.38) 
The following general considerations have been borne ·in 
mind in making proposals for revision of tariff .in selected 
sectors:-
H) To the extent to which the revenue deficit of the Electri-; 

ci_ty Board .is a reflec~ion of under-utilisation of capa· 
.c1ty ::esul~g from. madequ!lte marketing effort or 
meflic1ency m operations, tar1ff revision should not be 
used as a "cover" for such inadequacies . and inefli_.. 
ciency. Ho~ever, UJ?Ward re~i:Sion of tariff is justified 
after ensurmg max1mum ubhsation of capacity and 
to the extent to which a fair return on invesbnent 
has to be ensured. 

(ii) 

(iii) 

In evolv!n_g a p:ogressive tariff structure, there should 
be ~phc~t . reli!lnce on scientific principles of price-
settin~, takmg mto account various factors such 
potential demand, load factor, diversity factor, etc. as 
Any further !IPWard revision of tariff must tak · t 
account the 1mpact of tariff r~visions in the p:st~~~ 
the consumers as well as the mdustry and tr d . a e. 
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(iv) .As electricfty ~upply .i~ emanating from a monopoly 
concern, care haf3 to be taken .to fiX the rate~ at suita
ble levels which will not impede .the economic growth 
in the industrial, ·. agricultural and other fields. 

f "( " • - • 

(v) Electricity rates for different pirrposes. should reflect, 
· more adequately, . the ability -of. consumers to pay and 
the purpose for which power is utilised. 

(Vi.) The tariffs should be. simple from the point uf view 
of . understanding and accou:q.ting and easy for fmple-
m.entation. · · 

(vii) The overall realisation ·from the -application of the 
. entire tariff. structure should .be adequate to earn a 
fair return oi investment anticipated .. 

(Paragraph 11.39). 

14 ... There . is need for a . detailed and scientific enquiry into 
the structure of electricity .tariffs in Kerala with a view 
to not only making the Electricity Board a growing· and 
profitable concern,· but also .to ensure that the ·rate-struc
ture performs th.e .role of promoting economic development 
in the various sectors of industry and agriculture. · 

. (Paragraph 11.46) 



ANNEXURE I 

StatemODt o1aowiJ1c tlae Rev011ae, Workinc expeuses & SarplasJDefidt ia crores of rapees 

Details 1963-64 19~5 1965-66 1966-67 1967-68 

I. Gross Revenues 4.84 5.78 7.07 8.62 9.42 

2. Working expenses including power purchase 1.93 2.28 2.89 3.51 4.26 

3. Depreciation 0.93 1.10 1.15 1.62 2.39 

4. Interest on public loans etc. 0.25 0.30 0.30 0.34 0.30 

5. Total expenditure (2+3.+4) 3.11 3.68 4.34 5.47 6.95 

6. Net Revenue (1-5) I. 73 2.10 2.73 3.15 2.47 

7. Interest payable to Government 2.21 2.73 3.50 4.44 5.17 
~ 

8. Deficit (7 - 6) 0.48 0.63 0.77 1.29 2.70 C» 



ANNEXURE I~ 

· Details of Capital Base, Operadon & Mainteuance Expenses & R,evenue 

(Rs. in crores} 

SI.No, Details 1965-66 1966-67 . 1967-68 196&-69 1969-70 1910-71 ,, 1971-72 . 1972-73 

Fixed assets in use !·p' 50.43 .88.05 98.70 105.53 121.71 128.76 195.60, 203.81 
2 Aa'a' Working Capital Stores 0.50 -o.5o I :00 ·1 :00 1.20 UIO -1.50, !.50 
3 Working Capital-Cash & Bank 7Y ~ - : 

paiance . · . 0,45 ,.0.50 0.50 0.50 0.50 0.50. 0.50. 0.50, 
4 Total.(items I to 3) I 51.38 89.05 100.29 107.03 123.41 130.56 197.60, 205.81: 
5 Less Depreciation 'Reserve 9.18 10.79 13,18 15.89 18.81 22.10 25.60, 30.28, 
6 Security deposit from consumers 0.88 1.00 1.21 1.36 . !.51 ' 1.66 1.81 1.96 
7 Total deduction (Items 5 and 6) 10.06 11.79 14.39 17.25 20.32 23.76 27.41 32.24 
8 Capital Base (Item 4-7) 4!.32 77.26 85,90 89.78 103.09 106.80 170.19 173.57 .,., 
9 Revenue • expenses. . in~luding 

... 
'" -'I Depreciation 4.05 5.17 6,65' 7.59 7.92 8.74 9.40 11.I8 

10 6% on 'citpital hase for interest 2.48 4.64 5.14 5.39 6.19 6.41 10.21 10.41 
11 TOtal Revenue io)enses and 

interest (Items 9+ 10 6.53 9.81 11,79 12.98 14.11 15.15 19.6) .21.59 
12 3!% on Capital hase 1.45 2.70 3.01 3,14 3.61 3.74 5.96 6.07 
13 Total Revenue expenses includ-

ing 3!% (Items 11 + 12) 7.98 12.51 !4.80 .16,12 17.72 18.89 25.57 27.66 
14 Revenue with the existing tariff 

and surcharge · 7.07 8.62 9.42 12.00 !4.50 _. .. 16.28 18.07 19.97 
15 Surplus ( +) or De6cit (-) of 

item 14 against item 11 +0.54 -1.19 -2.37 -0.98 +0.39 +1.13 -',1.54 -1.62 
16 Do. item 14 against item 13 -0.91 --3.89 ...;.s.38 -4.12 .:...3:22 -2;61 -7.50 -7.69, 



ANNEXURE III 

Details of Demand, Charges lll1d Unit rate at the E. H. T., H. T. and LT. ends per unit sold 

:Year AM" age 
n~tnilf fur5J'<OTS 

1963.64 19&1-65 1965-66 1966-67 -!967-68 1968-69 1969-70 1970-71 1971-72 1972-73 1968-69 
to 1972-73 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (II) (12) 
. 

I. lnM.W. 156.9 169.7 187.7 225.0 246.9 290.0 332.0 371.0 405.0 442.0 

2. Demand-
InMKVAwith I. I. D. F. & 

0.9 P. F. 191.8 207.4 229.4 275.0 sq1.8 354 .• 4 405.8 453.4 495.0 540.2 
Fixed charges, 
Generation Transmission &. 

IV H. T. distribution in Of 
Rs. crorcs 2.26 2.36 2.35 4.65 .5.73 6.16 6.94 7.37 10.88 12.33 00 

3. C!targes 
Rate per KVA per year in 

194 Rupees 113 114 102 169 • 190 174 171 163 220 228 

Rate per KVA per month 
16.11 in~. ,_; 9.44 9.50 8.50, -14.08 15.83 14.5g, 14.25 13.58 .18.33 19.00 

' 
4. Total units ~ld in 592 607 657 854 1181 1400 1680 1880 2030 2180 

millions ,. ·-- >--
, __ 

646 683 750 916 1208 .. I 

5. Gnleration 
Total charges 1.58 ];65 1.68 3.75 4.83 TC 5.13 5.,72 5.94 9.:j!l .10.47 

(in crores ofRs.) --- ------
1.92 2.18 2.50 4.32 5.08 5.47 

Rate per ui:tit in paise . 2.67''"'1 2. 72- . 2.;56 4.39 4.09cc ) 3.67 ~-19· 3.16 4.62 . 4.80 4 ,()()I -2.97 3.19 3.33 4.73 r· r4.2o ·3.91 





A.'WEXURE-IV 

Statement showing the deta.iis of Shor1fall in E.IL T., IL T. IUUI LT. Ssles of Revenue compared with the cOst 
tsking into Aeeoant 9!% return on Capital base 

rear 
Details 

1968-69 1969-70 1970-71 1971-72 1972-73 
. (I) - (2) (3) (4) (5) (6) 

I. o-milm in paiu per unit : 
Cost 3.67 3.40 3.16 4.62 4.80 

Addition for 3!% 1.41 1.35 1.20 2.08 1.93 

Cost inclwivc of 3!% addition 5.08 4.75 4.36 6.70 6.73 
1>0 

2. E. H. T. end in pam per unit. 
Cl> 
0 

Cost 4.53 4.25 4.03 5.54 5.74 

Addition for 3!% 0,21 0.22 0.22 p.24 0.24· 

Cost inclwivc of 3!% ad"!tion 6.15 5.82 5.45 7.86 7.91 

s. H. T. end in pam per unit. 
Cost 7.78 7,07 6.90 8.31 8.43 

Addition for 3!% 0.61 0.45 0.45 0.46 0.44 

Cost inclw.ivc. of 3!% addition . 9.91 9,09,; 8.77 11.09 11.04 

4. L. T. end in pais• per w1it 
Cost 24.23 23.38 22.48 23.67 23.30 ,, Addition fQr·3t% 2-16 2.18, 2.,Jl 2.2J. 2.IQ 
Cost inclusive of 3i% addition 28,52 27.58 26.46 28.66 28.01 

.5. , Realisation per unit in pam. 
2.47 2.48 E. H. T. sales .2.37 2.46 2.46 

H. T, sales 10.00 10.25 >10.31 10.27 10.24 
L. T. sales 23.93 ; 24.23 24.28 24.29 24.15 



o6, Surplus ( +) or shortfall(-) in E. H. T. salu 
In J?aisO per unit · . -3.18 • -3.35 -2.99 .. -5.40 -5.43 

-4.02. 
Sales in million units ~90 1042 111\5 1226 1280 
Surplus or short fall Rs. in crores -3.58 -3.49 -3.48 ~.62 ~.95 

7, Surplus ( +) orshorl fall(-) in H. T. s;,w, 
In paise per unit ~.09 

. -0.15 1.16 1.54 -0.82 -0.80 
Sales in million units 228 321 360 '405 452 
Surplus or short fall Rs. in crores -0.04· . 0.37 0.56 -0.34 -0.36 

s. Surplus ( +) or short fall (-) in L. T. salu. 
In paise per unit -4.59 

-4.83 -3.35 -2.18 -4.37 -3.86 ~ -Sales in million units 282 317 355 399 448 
Surplus or shari fall in Rs. crores -1.36 -1.06 -0.77 -1.75 -1.73 

9. "lisullatteous rtt'tllW in Rs. crms 0.86 0.96 1.08 1.21 1.35 

10. Total short fall in IU. crores 4.12 3.22 2.61 7.50 7.69 

ll. over:all 
Cost per unit in paise 11.51 10.55 10.05 12.60 12.69 
Realisation per unit in paise 8.57 8.63 8.66 8.91 9.11 

No16:-Denominator figures represent short faU including power purchases 



AN1'<1!XURE-V 

Power Potential :111cl Net SarpJu available 
(In Milium KWH) 

------------------------------~---
D!loi/s 1969-70 1970.71 1971-72 1972-73 

I. General Pot.,tial 2,517 2,539 
2. Internal sale~ 1,680 1,880 
3. Generation required to meet internal sales 2,005 2,237 

2,817 
2,030 
2,414 

4,372 
2,180 
2,600 
1,772 4. Surplus 

5. TrammWion Jou 10% 
6. Net power available 

---·- -· 

Detoi4 

I. Sales to Madrn! . 
2. Newoprint 
3. TitaJ.>ium Comple>c 

Total 

514 296 
51 30 

465. 266 

Pl'obable acldldoaal sales aacl Jl'eVemle 

196!1-70 1970..71 1971-72 

"M.'Unib ~ M. Unib ~ M. Unib l1n1tmu 

100 0.45 100 0.~ 200 0.90 .. 
.. ·. 

100 0.45 100 .. 0.45 2oo 0.90 

403 
40 

363 
177 

J.l!~? 

(Rs. in<Kmt) 

1972-78 

M. Units RIDmue 

200 0.90 
61" '0.20 

552 1.40 

SIS 2.50 



ANNEXURE-VI 

Comparative Statement of the Revision of TariJf· rates for supply of Electricity . . ' . . . 

Rates i• 1950 (i.e. 
.k~ies ill Rates in,· 1968 Rates·!• : !'965 

Rates in 1968 (i.e. 
Category Tariff rates 1M rates existed 1958 the rates existed 

prior to 1950 priori<> 1950 plus prior w 1968 plus 
tureharg• tlS tureharg• tl$ 

indicated below) itulicated below) 

(I) (2) (3) (4) (5) ' (6) ' (7) 

' Light and comlr Domesti~i.e. , 4! anoas per Plus surcharge 30 ps. per unit No change 

ro--lighesand unit; mini- of 12!% Minimum &.2 inedistallations 
combined mumRe.1 per meter per oflighfll & 
installations annas 8 per month fans-30 ps. 

meter per per unit; mini-
month mum Rl.2 per 

meter .Per ~o~th. 

-· 1 non-domeStic con- .. 
sumeni-First ! 100 unifll 34 ps. . 
per unit. Next Plus surcharge 
200 unitll 33 ps. ~ 10% 
per unit. All in j 
ex""" 32 ps. per 
wtit. Minimum 
Rs. 5 per meter 

Refrigerators, 
permonth . 

H annas per Plus surcharge 12 ps. per unit, 15 ps. per unit No change 
1I11ai1 cookers, unit; mini- of12i% minimum Rl. 2 ' minimum Rs.4 ' · Plus 10% sur-
heaters etc., . mumRc. 1 per meter per per meter per charge 
for domestic anos8 per month month 
purposes meter per 

month 
Airconditioning I anoa per unit Plus surcharge Included under the 

plant minimum Rc.1 ofl2i% above category 
annas8per' 
meter per 
month 



Call gory Tariff raw 
&Ia in 1950 (i.l. 

1M raw txislul 
prior w 1950 priar w 1950 plus 

srmluJrg• 4S 
indkaled IHww) 

(I) (2) (3) 

AU Electric lot 32 uniiS per Plus 12!% 
Home month at 4l Surcharge of 

anna.5 per urut; 
all in CXCCIIS I 
anna per unit 
-Minimum 
Rs. 10 per 
meter per 
month 

Cinematographic 2 annas per unit Plus20% 
inatalla tions Surcharge of 

Plus 20% 
Surcharge of 

Industrial Power I anna per unit 
--'~H:OQ _volts upto 1000 __ 

units; all in 
-·---- -- - cxec:ss 0.9 aiifia--

pcr unit 

Raw in 1958 

(4) 

Jot 95 units at 
30 ps. per unit; 
Allinexcess8 
ps. per unit; 
minimum Rs.J2 
per meter per 
month 

1st 100 units at 
30 ps. per unit; 
All in excess at 
20 ps. per unit, 
minimum Rs. 12 
per meter per 
month 

1st 1000 unia at 
· 8 ps. per unit, 
all in excess at 
7.5 ps.--pcr unit, 
minimum Rs. 5 
or Re. I per 
K.W. of con
nected load 
whichever is 
higher 

Rates in 1963 

(5) 

1st 50 units at 
30 ps. per 
umt, all in 
exccss 10 ps. 

Kfi"n~!:n 
Rs. 15 per 
meter per 
month 

No change 

lst 2000 units at 
9 ps. per unit, 
all in CXCCIIS 
8.5ps.per 
unit. Monthly 
minimum 
Rs. 5 or Rs. 2 
perK.W.of 
connected load 
whichever -is 

Raw in 1965 

(6) 

No change 

1st 100 units at 
35 ps. per unit; 
all in excess at 
25 ps. per unit; 
minimum Rs. 20 
per meter per 
month 

1st 2000 units at 
12 ps. per unit, 
all in excess 

higher ;., 

II ps •. per unit; 
minimum Rs. 3 
perK.W.of 
connected load 
for welding sets 
the rates are 
higher by 20% 

&Ia in 1968 (i.e. 
1M r.W txislul 

priar w 1968 plus 
srm/uJrg< as 

indkaUd IH/Qw) 

(7) 

Plus 10% 
surcharge 

Plus surcharge 
10% 

Plus 20% 
surcharge 

,., 
~ 



For agricultural 
purposes 

High Tension 
Supplies 

Flat rate of0.75 
anna per unit; 
minimum 
Rc. I annas 8 
per meter per 
month 

Plus Surcharge 
of20% 

Rate per K.W.H. Plus surcharge 
varied from 0.6 'of20% 
anna to 0.35 
anna accrod-
ing to the 
quantity of 
energy con· 
sumed. Charges 
on the basis of 
K.V.A.of 
maximum 
demand per 
month were 
also payable 
in addition 

6 ps. per unit 
minimum Rs. 5 
per meter per 
month 

No change 8 ps. ·.per unit 
minimum Rs: 5 
per meter per 
month 

No surcharge 

Rates varied from The rate per unit The unit rate var- Plus ,,;.charge· 
varied from 5 ied from 5. 75 ps. of 20% 5 ps. to 3 ps. per 

unit plus K. V .A. 
rates of maximum 
demand per 
month 

ps. to 3.3 ps. to 4 ps. plus 
according to K.A. V. rates on · 
the quantum maximum de-
of energy con· mand basis 
sumed, In . 
addition K.V.A. 
rates on maxi· 
mum demand 
basis was also 
payable 

.Noli:-This statement is not exhaustive and covers some of the selected categories of consumers only. 



ANNEXURE-VII 

Comparative Statement of Tarllrs of the various Ele etrlcity Boards 
(All in pais< per KWH) 

NQ1114 of BOtUds 

ll. ... I! ij 
Dtlails u ~ ..!! ~ ~ ~] !! ~ 1 ~~ l ~ ~ 

... 
~ u ·i:! 

<q ~ I<; ~ ::!i 0 .!! <l! 
{I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (II) (12) (IS) 

Domestie: 
36.00 40.00 Lights & Fan.. SO units P.M. 33.00 40.00 31.00 30.00 32.00 26.00 28.00 31.00 28.00 44.00 

Heat & Power I 00 units P.M. 29.00 33.00 15.00 16.50 13.80 9.00 13.00 13.20 25.30 13.00 20.00 

Combined load 130 unit P.M. 21.24 27.70 26.30 7.54 19.15 11.90 
D.B.S. 3 K. W. lighting load ~ 

200 units P.M. 21.00 25.00 16.50 26.00 9.00 Q;) 

Commneia/: 
Lights & Fan 200 units P.M. 45.00 32.00 31.00 36.85 35.48 30.00 28.00 25.90 46.00 36.00 37.20 
Heat & Power 400 Units:P.M. 45.00 31.00 15.00 23.10 13.80 10.00 13.00 18.20 25.30 13.00 23.50 
Combined load 600 units P.M. 44.17 26.92 0 0 23.65 23.38 12.30 

Slrul light : 
250 lights 2,000 units P.M. •3o.oo 31.25 32.50 0 0 •!9.35 12.00 33.50 23.78 •35.00 31.00 

.Agri&u/IJJ, : 
c 

10 H.P. 15% L.Io". 817 unitS P.M. 12.00 17.34 14.00 8.00 8.25 10.00 11.50 13.87 12.00 10.60 14.30 12.00 14.00 

k 
13.00 
s 

lmfuslria/-8ma/J-10 KW 20% 
12.00 

L. F. 1460 units P.M. 20.54 18.00 16.00 14.40 13.80 10.00 13.00 13.96 14.00 10.97 15.53 15.00 16.00 



Industrial-Medium-50 KW 40% 
L. F. 10950 units P.M. 18.27 17.32 14.93 13.42 12.85 9.45 13.00 13.61 14.00 

Industrial -Large-250 KW 40jo 
10.67 ,16.99 L. F. 7JI,OOO units P.M. 15.09 13.44 11.58 7.03 11.21 8.50 11.62 
11.56 . . 10.80. 10.84 

10.24 

Industrial-Large-1 000 K V 50% 
L.F. 365,000 units P.M. 13.35 11.90 9.61 8.72 14.97 .5.96 10.54 7.74 10.90 

9.54 9.91 9.57 
9.35 

Hea'!)'--5000 KW 60% 
L.F. 2190000 units P.M. 10.51 [10.72 7.48 7.00 12.83 4.39 9.88 6.84 9.80 

7.40 9.05 7.76 
8.40 

Licensee.r-2000 KW 60% 
L. F. 876000 units P.M. 10.63 8.07 5.81 6.33 5.13 9.84 7.58 

&marks With· 
out 
fuel 
S.C. 

0 Bulb S renewals in a year free by the Board. 

H.T. 
(fuel 
S.C. 
5.43 

paise) 

9.69 10.25 

C.Ch· 
ambal 
(1.82 
P. 
F.S.C.) 
K.Kor
ba Ana· 
kan
tale 
(2.01 
F.S.C.) 
S.Sou
thern 
(1.45 
F.S.C.) 

,; H.T. 
· (Fuel 
S.C. 
0.53 
paise) 

9.20 15.53 16.30 13.37 

7.19 11.33 12.90 11.21 

6.35 10.50 11.37 8.90 

5.57 9.61 10.64 6.68 

5.90 11.20 11.09 11.23 
~ 
0> 

""' (Fuel (Fuel 
S.C. S.C. 
2.78 1.66 
paise) paise) 



CHAPTER 12 

KERALA STATE ROAD TRANSPORT CORPORATION 

12 1 The State tn.nsport undertaking had its origin in the erstwhile 
s~te of Travancore when in 1938 a transport department was esta· 
blished to run a road transport service. To begin with the depart· 
ment had only a small fleet of 30 buses operating over .four I'?~t~s. 
From this modest beginning, the department extended Its actiVIties 
year after year and established a network of passenger services. 
After the integration of the states of Travancore and Cochin in 1949, 
the service was extended to the Cochin area. The next important 
stage in the development of the State Transport undertaking was 
t·eached with the birth of Kel'ala State when the service was exten
ded to Malabar. 

12.2 Till 1965, the State Transport enterprise functioned as a 
regular department of the Government, though the principles of 
commercial accounting Wel'e followed and profit and loss accounts 
drawn up every year. It was felt that the efficiency of the service 
could be improved if the undertaking was organised on regular com
mercial lines and given sufliclent autonomy to draw up its policies 
and implement them applying business principles. Moreover, there was 

· the offer of the Indian Railways to contribute a share to the develop
ment of road transport provided such development was undertaken 
by an autonomous Corporation. In the State's Third Plan, provision 
was made fOf' the expansion of road transport but the assistance 
from the Railways could not be availed of in the first four years, as 
the Corporation had not been formed. The outlay incurred by the 
Departml!nt on the expansion of road transport was treated as out
side the Plan. In these circumstances, the Government took a policy 
decision to convert the department into a Corporation. Accordingly 
the Corporation came into existence on 15th March, 1965. 

12. 3 At the time of the formation of the Corporation the depart
ment had a fleet of 900 buses operating about 660 schedules. . The 
book value of the assets transferred to the Corporation came to 
Rs. 5.04 crOf'eB. The Railways have contributed their share of 
Rs. 1. 25 crores to~rds the initial .capital. investment of the State 
Government. Durmg th~ short penod of 1ts existence, the perfor
mance of the Corporation has been quite encouraging · ·During 
1965-66 and 1966-67 the COf'poratiol!- made gross profits of Rs. 40.55 
lakhs and Rs. 60.80 lakhs respectively. After paying income-tax 
the net profits came toRs. ~6.55 lakhS and Rs. 24.80 lakhs re ec: 
tively. ~he number of vehicles increased to 1200 and the n~ber 
of achedules to over 1000. The Corporation is at 'present operating 
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600 routes including 24 inter-State routes. The importance of the 
State transport service will be sufficiently clear from the fact that 
about 6 lakhs of passengers, i.e., one out of every thirty persons in 
the State, travel in the vehicles of the Corporation· evecy day. 

12. 4 But the tasks that lie ahead are of no small magnitude. Vnly 
30 per cent of the. total route mileage in the State is now under the 
control of the Corporation. There are 712 private ollerators in the 
State who are running about 2500 buses in all. Agam the Corpora
tion has yet to enter the field of goods traffic in a big way. Owing 
to historical factors the Corporation has establishled a network of 
services in the districts in Travancore and to a lesser extent in Cochin. 
But in the districts of Malabar, the Corporation has only begun to 
establish a foothold. These regional imbalances in the transport. 
facilities provided by the Cocporation have to be corrected . 

.12.5 We· have not attempted a detailed study of the working of 
the Corporation. A preliminary scrutiny of the financial results of 
its working disclosed a generally satisfactory state of affairs result
ing from a fairly efficient standard of operation. Improveme~;~ts in 
the working are no doubt possible. To locate areas of possible 
improvemJent, a study in depth of the various aspects and processes 
of the operation is called for. While giving evidence before us, 
several members of the public have expressed comments on the work
ing of the Corporation and given a few suggestions for improvement 
of the service. We have discussed these matters with the Chairman 
and officers of the Corporation. In the following paragraphs we 
advert to a few salient aspects in the hope that our co=ents will 
stimulate furtlller detailed studies and consequential action. 

Programme of Nationaliaation. 
12.6 In 1956, the Government of India had amended the prOvi
sions of the Motor Vehicles Act 1939 to enable nationalisation of 
road transport service. The relevant section of the Act as it stands 
now is extracted below:-

"Where any State Transport Undertaking is of the opinion 
that, for the purpose of providing an efficient, adequate, 
economical and properly co-ordinated road transport, it is 
necessary in the public interest that road transport services · 
in general or any particular class of such services in relation 
to any area or route or portion thereof should be run and 
operated by the State Tmnsport Undertaking, whether to 
the exclusion, compllete or partial, of other persons or other· 
wise, the State Transport Undertaking may prepare a scheme 
giving particulars of the nature of the services proposed to 
be rendered, the area or route proposed to be covered and 
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such other particulars respecting thereto as may be ;pi'eS· 
cribed and shall cause every such scheme to be published 
in the' Official Gazette and also in such pther manner as the 
State Government may direct". 

The above section empowers the State Transport Undertaking to 
formulate and carry out schemes of ~tiona.lisa.tion either for ~e 
whole State or a district or a part of 1t, or a route Ol" part of It, 
to the complete or partial exclusion of private operators. During 
the ten years, 1957-58 to 1966-67 259 routes were nationalised; the 
average works out to 26 routes a year. Complete nationalisation 
involves the displacement of 712 operators who are running about 
2500 schedules. We understand that Government have taken a 
policy decision to _take over all ~e ~ou~::es in the State. The ?me 
schedule and phasmg of the nationalisation have ·yet to be demded. 

12.7 Based on the report of a Study Group, a tentative scheme of 
nationalising all medium and long distance routes in the State dur
ing the period of the Fourth Plan (i.e. 1969-74) has been drawn up 
by the Corporation. By G.O. (P) No. 32167jPW, dated 9th February, 
1968, the routes in the State have been classified as follows:-

(i.) Short routes-routes covering a distance of not more 
than 40 km. · 

(ii) Medium routes-routes covering a distance of more than 
40 km. but not more than 80 km. 

(Iii) Long routes-routes covering a distance of more than 
80 km. 

It has been estimated that the number of long routes operated by 
the private sector is 126 and that of medium routes 367. About 700 
buses are plying in these routes. For nationalising an medium and 
long routes the Corporation would require 850 vehicles-700 vehicles 
for replacing the existing ones and the balance to be Ul3ed as spares 
and to take care of the growth of traffic in these routes in the next 
five years. During the Fourth Plan period, additional schedules 
have to be intro~uced in !he routes now operated by the Corporation 
to cater to the mcrease m passenger traffic. The number of buses 
required for this PUlJKISe is estimated to be 483. The investment 
required for all this lS estimated to be Rs. 13. 36 crores of which 
Rs. 3. 36 crores will be met from the internal resources ~ the Cor
poration. About 347 buses have also to be replaced during this 
period necessitating a further investment of Rs. 2.43 crores but 
this amount will be charged to the depreciation fund. The fresh 
capital to be invested ia thus Rs. 10 crores which will have to be 
made available by the State Government and the Railways. 

12.8 We understand that the programme of nationalisation of Ion 
and medium routes in the State during the Fourth Plan period a; 
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indicated above has not been finally approved by Govel'I1JileJlt and 
that an alternative scheme of complete nationalisation is being work· 
ed out. The cost of such a scheme inay be of the order of Rs. 40 
crores. The study of the feasibility of nationalisation of all routes 
including the short distance routes within the Fourth Plan period 
itself is, however, only under way. 
12. 9 There is no doubt that nationalisation of passenger service 
will bring in larger revenues to the Corporation besides raising the 
standards of service now enjoyed by the people. The private 
operators pay scant attention to passengers' conveniences and com· 
forts. Overcrowding is quite common; breakdowns and accidents 
are frequent, owing to failure to maintain reasonable standards of 
operational efficiency. The main concern of the private operator is 
to secure the maximum profit. But in the case of a public sector 
undertaking like the Corporation, profit cannot be the overriding 
consideration. Hence it will be able to pay attention to inCl'easing 
passenger amenities. The construction of waiting sheds, for inst· 
ance, is an activity that will not normally be taken up by a private 
operator. Thus from the point of view of the passenger, operation 
of all the services in the State by the Corporation will be a l'eal. 
blessing and has to be achieved as quickly as possible. 

12.10 -The pace of nationalisation is, however, to be detlermined on 
the basis of availability of finances and on other practical grounds. 
It is also linked up with the ~uestion of managerial ability. An over· 
night expansion of the services may throw up problems of opera· 
tion and administrntion and unless the Corporation is. sufficiently 
geared to cope with these problems the standards of th~ service may 
oe afiiected. The facilities for repairs and maintenance of vehicles 
have to be considerably expanded. Arraogements have to be made 
for purchasing and stocking stores in large quantities; even the 
procedures may have to be streamlined. Sta.fi having the right 
technical skills have to be recruited in considerable numbers and got 
trained. Thus nationalisation brings in its wake a host of problems 
affecting every facet of the Corporation's work. Again, the sudden 
displacement of the private operators may give rise to 18.l'ge-scale 
unemployment; not all the staff engaged by the private operators 
are sufliciently qualified or competent to enable thell' absorption into 
the service of the Corporation. The large numbers of veliicles now 
plying on the routes operated by the private sector may have to be 
withdrawn and kept unutilised. which amounts to a national waste. 
Over a period of time it will be possible to smooth out the transitional 
problems and make necessary adjustments. Both · the :{'rivate 
operators and the Corporation should have a reasonable time to 
prepare the ground for the impending changes so that the efficiency 
of the services is not affected on the one hand and the wastage of 
men, materials and other .resources is minimised on the other. We 
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. . d t rt the tentative scheme of nationalisa· 
are therefore mcline o suppo din to which all long and medium 
tion already drawn up, accor g ourth Plan eriod · 
routes will alone be taken over during the F P · 

Contributiml. from tJhe Ralilwaya. . 
12 11 It is seen that the contribution from the Railways ~or :hld 
trans_Port development in the State is vtreo/b ~ti~w. ~e ~ll~=t~ thise 
showmg the compa!'ative rates of con 1 u on ·1 • 

Proportitm of oa~ 
contri.'Oumn (State and 

Central Governments). 
Mysore State Road Transport Corporation ·3:1 
Andhra Pradesh 3:1 
:Madhya Pradesh 3:1-

2:1 Gujarat 
Kerala State Road Transport Corporation 4:1 

The circumstances under which the CentTal contribution to Kerala 
has been pegged dow.n at the low level are not known. The importance 
of an efficient system of road transport in a State like Kerala where 
rail facilities are woefully inadequate cannot be over-emphasised. 
The density of population snd the opening up of all the rural areas 
have n1ade a Wide network of road tn.flic, connecting up even· the 
nooks snd corners of the State, a compelling· necessity. Owing to 
the lopsided policy of rail development followed by the Britishers 
and continued by the Central administration since independence the 
State's rail mileage is far below that of other States. The Cen· 
tral investment in railways being significa.ntly low, the Central con· 
tribution for the ro~d transport should have been proportionately 
higher than in other States. But paradoxically enough the State is 
·getting the smallest contribution, both in relative and in absolute 
terms. Unless the Centre changes its present policies which are not 
geared to the removal of inter-state or inter-regional disparities, 
States like Kerala will not get their due share of the fruits of eco:O:o· 
mic progress. Thus this is a matter correlated to the broader poli· 
cies snd strategies of national development. We understand that 
the question of raising the Centl'al contribution has already been 
taken up by the Chairman, Kerala State Road Transport Corporation, 
in the n:cent co~er~ce of ~e Chairmen of the Road Transport 
Corporations. This IS a crucial matter, particularly now when the 
Corporation is pledged to a policy of nationalisation of road tn.nsport 
service in the State, a policy necessitating large-seale financial Invest
ments. We suggest that ~e t:ePresentations already made in the 
matter may be pursued With VJgOU!' so that the State Governtnl:lnt 
would get enhanced Central contribution for transport development. 
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12 .12 The Central contribution coines directly from the Railways 
which are in a way rivals of the' road tnnsport undertaking. We 
consider that the more appropriate procedure of releasing Central 
assistance will be routing it through the Ministry of the Government 
of India dealing with road transport, the allocations being, hoWJever, 
determined by the Ministry of Finance in conformity with the general 
patterns and principles of Central assistance for development. 

Revision of fare structure. 

12 .13 The existing fare 'Structure was fixed in 1963. The operating 
cost of the servtce has increased considerably since then. The priva~ 
operators have been strongly clamouring for a fare revision. In fact 
the Government had appointed a co=ittee sometime back to enquire 
into the structure of fares and sugge~t suitable modifications. The 
report of the committee is under the consideration of the Government, 
and no decisions have been taken on the matter so far. The repre
sentatives of the Corporation have statEd that the minimum fare 
can be raised from 10 paise to 20 paifle in mofussil services and from 
40 paise to 50 paise in fast passenger services. As mentioned by us 
earliler in paragraph 7.20, we have not studied the question of fare 
increase as a Committee had already studied. the matter recently 
and made recommendations to Government. Hence we are not 
making any comments on the views expressed by the representatives 
of the Corporation on this matter. 

Problems in day-to-day administration. 

12.14 One of the important causes of -breakdown of buses is ·failure 
of· tyres. Tyres should be withdrawn as and when they are due for 
re-treading so that their life can be prolonged. The Corporation has 
only one tyre re-treading unit now. The work in this unit is heavily 
in arrears; there are about 6000 tyres to be retreaded. This backlog 
will increase when new schedule are introduced in implementation of 
th<~ policy of nationalisation. We therefore suggest that a new tyrc 
retreading unit may be set up at a central place in the State so that 
retreading work can be promptly attended to. Ultimately this will 
contribute to greater economy in the costs of op!'ration and increased 
efficiency. 

12.15 Non-availability of .spares is another bottleneck. The inventory 
policies may be so. d'esigned that, while ensuring that capital is not 
locked up unnecessarily by purchasing and stocking spare parts and 
stores of all kinds, sufficient stock is maintained to meet the requirl'
ments for a reasonable period of time. A buyer's market does not 
however, exist now arid hence the need for buildmg up sufficient stock 
on the basis of a proper assessment of the requirements need no em
phasis. Utmost economy has also to be exercised in the use of spare 
parts. The procedures for the custody and issue of these materials 
should be reviewed and made fool-proof. A systematic procedure 
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should be evolved to ensure that the materi!l!.s _issued are utilised for 
the vehicles intended and that they are not diverted for other pur· 
poses. This will minimise opportunities for malpra~tices. One sug
gestion that can be considered is to introduce a max:keting syst~m on the 
spare parts and other items of stores so that their owncl'shiP can be 
estnblished beyond doubt. Such a system will be an erfective safe
gu:~rd against pilferage. While on this subject we would suggest that 
the Corporation should build up the expertise and technical know-how 
to fabricate and improvise spare parts. A system of incentives and 
awards for showing distinctive originality in this matter may lead to a 
better utilisation of the existing talents and produce significant results. 
Reconditioning for the old parts should ~variably be restored to 
wherever possible, before new parts are fitted up in vehicles. 

12.16 The wage bill of the Corporation constitutes about 31 per cent 
of the working expenses. It is pointed out that . this proportion of 
wages to working expense~ is the highest among the public sector 
transport undertakings in India. The expenditure in this direction 
may increase further when the recent award on the arbitration of the 
d1spute on wages is implemented. Obviously the problem is one which 
does not lend itself to an easy solution. At best it can be tackled over 
a period of time by curtailing the growth of staff to the extent pos
sible, without detriment to efficiency. The need for ensuring that 
there is no idle or surplus capacity and that the existing manpower 
is deployed and utilised to the best advantage of the Ccrporation is 
therefore imperative. . 

12.17 The city services are now r•1nning at a loss. In other States 
also, the services in the cities and towns are not self-financing. The 
contributory factors for the loss in city services in the State are the 
liraited mileage operated by each vehicle, the comparatively high rate 
of consumption of fuel, battery power, etc. consequent 'on the very 
fr~quent stops in each route: the dB;mage caused by overcrowding at 
~c peak hours, th~ wastage m runrung buses below capacity at other 
hmes, the concess!ons granted to. students . and the relatively lower 
level of fares. It 1s poor consolation that city services elsewhere are 
also not self-~ustaining. Special studies may be made of the problems 
of the~e serv1ces to. make U1em more remunerative. The routes can 
be rationaliSed; ummportant and unnecessary halts can be avoided 
~d the sch~ules can be staggered so that all buses ply on full capa
City .. Susta1!led efforts may be made to streamline the working of 
the City services so that they would not be a drag on the Corporation. 

12.18 Considerable damage is caused to fue vehicles of,,_ c 
ti d · · d f "t f f u•e orpora-

on 
1 
ur1~'h PCIO s o ti ag1 !!Ihnls 

1
o s~udents and other sections of the 

peopt· e. .e orTpoh~a ?n IS e p ess m fue matter of taking any pre-
ven 1ve actiOn. IS IS a problem which has to be t •ki d th 
political and social levels by organising public 0 in" a~ ~ at e 
1eckless practices. We wish that the accredited l~ad~~~ :f~h~s~~fi~ 
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would instil a sense of responsibility among the people and wean 
away the sensitive sections of the society from such irresponsible 
actions. 

12.19 The Corporation is on the threshold of a vast expansion pro· 
gramme. The nationalisation of all routes in the State, which it has 
adopted as its goal; will increase the fleet strength by at least three 
times. This ' necessitates corresponding increase m .operational, 
mechanical, administrative a.nd managerial staff. New offices have to 
be opened and new units set up for body-building and for mainten· 
ance and repairs. Constructing bus stands, bus stations, waiting sheds 
etc. have also to go hand in hand. As matters stand at present, apart 
from internal resources a large part of the finances for development 
of the Corporation has to come from the State Govet"Illllent and the 
Central Government. But, given the necessary finances, it is the 
responsibility of the Corporation to make a success of the nationali· 
sation programme and run the transport services fairly efficiently 
and to the satisfaction of the travelling public. Though all this 
depends upon the forethought and planning bestowed in the utilisa
tion of available resources, in the ultimate analysis, it is the human 
factor that counts. In other words, the standards oi" the transport 
service centre very much round the efficiency and devotiOn displayed 
by the staff engaged in the various jobs-of fitting out the vehicles, 
putting them on the road, planning out their schedules; managing the 
stores, and finally in dealing with the passengers face to face. We 
therefore suggest that the Corporation should address itself to the 
tazks of training and shaping the human material, building up the 
necessary operational efficiency and developing technical and mana-
gerial skills. · 

Summary of conclusions and recommendation.•. 

(1) The scheme of nationalising all long and medium distant 
routes alone during ·the Fourth Plan period is found more 
practicable than a scheme of complete nalionalisation. 

(Paragraph 12.10) 

(2) The question of getting enhanced Central contribution for 
the development of road transport in the State may be pur
sued with the Government of India. 

(Paragraph ~2.11) 

(3) The appropriate procedure of releasing Central assistance 
will be to route it through the Ministry of lhe Government 
of India. dealing with road transport, the allocations being 
determined by the Ministry of Finance in conformity with 
the general pattern and principles of Central assistance for 
development. 

(Paragraph 12.12) 
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(4) A new lyre retreading unit may be set up at a ceni!al place 
in the State. It should be ensUred that tyres are Withdrawn 
as and when they are due for retread!ng, so that their life 
can be prolonged. 

(Par~graph 12.14) 

(5) The inventory policies should be so designed that, while en· 
suring that capital is not unnecessarily locked up, ~Juffi• 
cient stock is maintained to meet the requirements for a 
reasonable period. Utmost economy has to be exercised in the 
use of spare parts; necessary safeguards should be taken to 
ensure that opportunities for pilferage and maluracticl's. are 
reduced., 

(Paragraph 12.15) · 

(6) The Corporation should build up the expertise lffid techni· 
cal know-how to fabricate and improvise spare parts. A 
system of incentives and awards may be introduced to tap 
the available talent. Reconditioning of old parts may be 
resorted to, where,·er possible, before new parts are fitted 
up in vehicles. 

(Paragraph l2.i5)' 

(i) Considering the size of the wage bill in relation to the total 
working expenses, it is necessary to ensure that the existing 
man-power is deployed and utilised to the best advantage ... 
0\•er a period of lime it should be possible to bring down 
the expenditure by curtailing the growth of staff. . 

(8) 
(Paragraph 12.16) 

Special studies of the working of the city services may be 
undertaken and sustained efiorts made fo streamline the 
system so as to make them more remunerative. 

(Paragraph 12.17) 
(9) The damage caused to vehicles during periods of agitation 

dese~es serious ~tlention. The accredited leaders of thr, 
pubhc should enoeavour to create public opit•ion agahst 
such irresponsible practices. • 

(Paragraph 12 .18) 
(tO) The Corporat!on should address itself to the .tasks of train

mg and shapmg th~ human resources. building up the neces
sary op_er.a.ti~>nal skills, so as to enable it to face· up to the 
resl?onsi~J!I!Ies that should devolve on it consequent on the 
nationalisahon of road transport services throughout the 
State. 

(Paragraph 12.19) 



CHAPTER 18 

GOVERNMENT INDUSTRIAL CO!'l'CERNS 

13.1 Public sector undertakings in Kerala can be classified unrler 
three main groups, viz: 

( 1) Statutory corporations. 

(2) Fully owned Government industrial concerns. 

(3) Industrial concerns in which the State Gm·emment hold 
majority of shares. 

By the end of 1967-68, there were 13 fully mvned Government com
panies and four Statutory Corporations, viz., the .Kerala Financial 
Corporation, Kerala State Road Transport Corporation, Kerala State 
Electricity Board, and Kerala State Warehousing Corporation. There 
are seven other Government companies in which the State Govern
ment holds more than 51 per cent shares. In addition, the Kerala 
Government has investments in 50 companies (including banks} in the 
form of shares and loans, of which five compimies are under the con
trol of the Government of India. These five companies are F.A.C.T., 
National Projects Construction Corporation Ltd., Cochin Refineries, 
Modern Bakeries of India and Banana & Fruit Development Cor
poration. 

13.2 As on 31-3-1968, the Kerala Government had a total investment 
of Rs. 137.43 crores in industrial concerns. Of this amount Rs. 28.06 
crores was invested in the form of share capital, and Rs. 108.84 crores 
constituted loans and capital expenditure while the remaining was 
in the form of loans for working capital. and other purposes. 

13.3 The performance of public sector undertaldngs in Kerala, 
measured in terms of dividend realisations on share capital _contribut
ed by the Government, and the interest on loans, has been very un
satisfactory. Even the repayments of instalments of loans, -not to 
speak of interest payments, are in some cases delayed or postponed 
indefinitely, thus depriving the Government of the much needed 
financial resources for developmental purposes. 

Ratio of dividends to total capital investments. 
13.4 The ratio of dividends received to total capital invested in 
Government commercial and industrial undertakings in Kerala during 



278 

the three years 1965-68 remained much below 1 per cent the Iowesl 
being 0.88 per cent In 1966-67. 

1965-66 1966-67 1967-68 

Rs. Rs. Rs. 

Total capital inveslment 10,05,95,701 13,53,73,978 16,71,86,863 

Dividend received 9,98,164- 5,08,906 7,15,131 

Ratio or divldenda to <;apita1 investmenls 0.9!1% 0.38% 0.43% 

Investments made in Kerala State Electricity Board and Kerala State 
Road Transport Corporation and the interests received from these 
investments are not included in the above table. 

Interest on loans. 
13.5 An analysis of the figures relating to interest received on loans 
granted to the various Government owned industrial concerns and 
Government companies reveals as unsatisfactory position;. the actual 
receipts generally falling far short of budget estimates. 

Interne received on Jouaa ..,...ted to~ owned companies aad 
Goverameat companies 

:r ..... Budgest utitnaus A&taals 

Rs. Rs. 
1965-66 1,00,000 2,82,258 
1966-67 8,08,700 1,92,282 
1967-68 2,80,000 1,24,722 

Repayment of loans. 

18.6 In the case o! repa:yment of loans also, the perf'.lrmance of 
Government owned mdustr1al concerns have been wide oiT the mark 
as can be seen from the following table: ' 

:r...,. Bui,lt utitnaus A&taaJs 

1965-66 

1966-67 

1967-68 

Rs. Rs. 
12,85,000 7,09,158 
8,26,200 

7,90,000 
7,66,530 

17,900 
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13.7 Thus, instead of becoming an expanding source of additional 
resources for the Government, public sector enterprises in general 
have remain a drag on the State's resources. The heavy invest· 
ments already· made by the Government in these concems represent 
a substantial capital base for generating non-tax revenues for financ
ing the developmental Plans. · Since these investments represent the 
past savings of the community, the primary task of the Government 
should be to ensure that they become revenue-generating assets, 
thereby enabling the Government to raise more non-tax revenues und 
consequently imposing less burdens on the masses in terms of ;tddi
tional taxes. 

The Present Mechanism of Managerial and· Financial Control. 

13.8 At present, the State Goverlllllent exercises control over the 
public sector undertakings primarily through the Go\·ernment 
Directors in the companies and partly through departmental control 
in some cases. Needless to state that the present system of financial 
control is inadequate to cope with the task. of converting the 
existing public sector enterprises into revenue yielding concerns. 
Though the nature of the problem bas been recognised by the Govern
ment, and its serious dimensions were explained, time a<td again, in 
reports including the report of the Committee on Public Undertakings, 
no effective solution has so far been found. 

13.9 The Government nominees on the Boards of Directors of the 
companies are today in a position to exercise only "marginal" or 
"fringe" controls, particularly in view of the facts that they attend 
only the Board meetings (often, not all the meetings) and are not in 
dny-to-day contact · with the managerial and marketing problems 
faced by the companies. In certain cases, senior officials of Govern
ment Departments who have only remote acquaintance o1· connectil)n 
with the industry under consideration are nominated all Directors. 
Since the various companies are controlled by different administrative 
Departments of Government, and since the problems faced by indivi
dual companies are so diverse and complex, needing the assistance of 
a large number of agencies, the present system of control through 
Government Directors is completely incompatible with tile objective 
of running public sector enterprises in a coordinated manner nnd 
on· profitable commercial lines. 

13.10 One of the proposals put forward for ensuring effective finan
cial control over public sector industries is that the Government should 
appoint Financial Advisers whose role should be: 

"(i) To introduce management accounting, i.e., to provide 
methods of reporting data on which decisions can be 
taken. Modern techniques of accountancy >1nd costing 
enable such reporting possible. 
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(ii) To introduce an integrated financial ~ystem, incl.uding 
management, accounting, costing and 1ntermtl aud1t. 

(iii) To supervise the functioning of the above system to ensure 
its continuous efficacy. 

(iv) To send quarterly reviews on the working of the conce;n 
to Government pointing out the problems of finane~al 
management, if any, facing the concern."* 

While we recognise the important role which a Flnanc1al Adviser can 
play in helping the Government in the exercise of Jinaucial control 
over the companies, and also in helpiDR the companies themselves, 
particularly in respect of factors such as budgeting, costing, internal 
audit, financial scrutiny of schemes, etc., we feel that this l'Ole should 
be played by persons who are not only experts in the fleid of finan
ciul management, but who have, in addition, adequate experience in 
industrial management and marketing. "Financial Gontrol" should 
be conceived of not as a narrow problem of ensuring control over 
llnances of public enterprises by the Govern~ent, but as an integral 
part of the day-to-day management and marketing operations of the 
companies themselves. In other words, modem financial manage
ment should be introduced as a necessary element in the day-to-day 
management decision-making of the public undertakings, rather than 
as an "extended arm" of bureaucratic control methanism of the 
Government. 

13.11 The problems of managing public sector undertakings in 
India have been the object of enquiry of a number of committees of 
which the Estimates Committee and the Committee on Public Under
takings of Parliament need special mention. These rt>ports have 
given us an insight into practically every aspect ot' management, 
both in general terms and with specific reference to mdividual public 
undertakings. Recently the Administrative Reforms Commission in 
its report on public undertakings has given a series of recommenda
tions for improving the efficiency of public sector units. We hope that 
the Government of Kerala will indentify those recommt;Tldations of 
the Administrative Reforms Commission which have relevance to the 
Ctonn:tment undertakings in the State and initiate appropriate 
rcmed1al measures. 

• Government of Kerala, l'lllanee Department, Jl'lnanci<Jl cOt>trol on .Pi£bUc 
Sector 11ttdertoldnga on4 Gotlentment Companies in Kera!G-baslc paper 
circulated for dlacusalon at the Conference held on 14th october 1966 
at Trlvandrum. · • · 
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Formation of Sector Corporations. 
13.12 For certain fields of industrial activity, the pro110sal of the 
Administrative Reforms Commission is to set up Sector C-orporations 
comprising individual undertakings functioning in the same fields 
of industry. The following advantages of this proposal merit our 
consideration:-

(a) It will reduce the dimensions of Government control as many 
of the functions that are co-ordinative per se will be taken 
care of by the Corporation; 

(b) It will make Government control more effective by keeping 
it confined to a few vital and strategic points; 

(c) It will help to achieve the economies of large-scale operations 
and the establishment of otherwise expensh·e staff organi
sations and of common service facilities m the field of 
research and consultancy, training of personnel and sales 
promotion; · 

(d) It will lead to better personnel management, uniformity in 
the terms and conditions of service of employees, wider 
prospects for the managerial and technical personnel and 
the development of managerial resou_rces in the public 
sector. 

13.13 In view of the proliferation of Government cotapanies and 
corporations in Kerala during the last decade, we consider that there 
is scope for integrating some of the public sector concerns in Kerala 
into Sector Corporations in order to reap the benefits mdicated above. 
We recommend that the possibility of such integration of activities 
in Kerala's public sector should be gone into in- greater detail by the 
State Planning Board and the Industries Department before the final 
decision is taken. For instance, the possibility of bringing together 
.the proposed Forest Corporation, the existing Forest Industries 
(Travancore) Ltd., and the Kerala Plantation Corporation should be 
explored. Prima facie there is a strong case for such integration. 

Profitability as a Function of Management. 

13.14 A review of the working of public sector undertakings in 
Kerala will reveal the fact that attempts to increase the profitability 
of these undertakings should be concentrated on managerial reform 
and the inculcation of modern marketing techniques. This point 
needs reiteration because, in the past, most of the attempts at im
proving the profitability of Government undertakings were conceived 
of in narrow terms and without solving the most fundamental problem 
of managerial reform. 

13.15 Case Studies • of twelve Government Industrial Concerns in 
Kerala indicate that, in respect of some of the most crucial areas of 
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management action, the present practices are not.·only conservative. 
but even primitive. The following table summarises the results of, 
this survey. Affirmative and negative responses to questions cover
ing such areas as training programme for staff, product planning, 
research and development programme pricing policy and sales organic 
sation are given in this table: 

The state of Management Practices in twelve Government-· 
Industrial undertakings in Kerala. ---

Yes No. 

Training programme for staff 2· 10 

Product planning 3 !) 

Research and development programme O· 12 

Clearly laid-down pricing policy 3 9 

Proper sales organisation 2 10 

13.16 T~e studies relating to individual public secJor. industrial 
underlakmgs have revealed a number of deficiencies which can be 
listed in genel'!ll terms as. follows:-

J.. Inadequacies in organisational pattern~. 
* Tl.tc delegations of managerial and financial 
powers at different levels of the organisation are often· inade
quate and faulty. 

* There is over-staffing in some divisions and sec
tions. of the company while there is dearth of personnQl in 
certam other areas. 

2. Under-utilization of capacitu. 
* . The~e is substantial under-utilization· of.· capacit~. 
of maclunery m most of the commmies, . 

* . J?ue to the existence of imbalance in the t>lant 
certam umts have extra capacity while certain oth . 't' 
have inadequate capacity. ' . er Ulll s 

' 
• . Since. there is l~ck. of maintenance schl!dule i . 
~ertam ~ompames. the mamtenance of, l>lant and . h' · n 
1s unsabsfactory. mac IIJQry. 

* There is avoidable delay in taking ont' f 
· · · tb I t d f ..., 1011. or com~. m1ss1onmg e P an an or other majon activities. 
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3. No' Product Planning. 

* The crucial siRnificance of product· planning is not 
even recognised by ·many companies. 
* There is undue wastage in production due to high 
level of rejections particularly at the intermediary stages of 
production. 
* Quality control 'is not strictly adhered to in some 
·cases. 
* Research and development with a view to develop
ing new products arid Improving existing products is not 
given adequate attention· by most of the companies. 

· 4. Insufficient application of productivity techniques. 
* Many companies do' not give adequate attention to 
lhe problem of making maximum utilization of waste pro
ducts. 
* In general, the ·companies do not have any scienti-
fic system of inventory control. 
* Productivity •techniques such as work study, opera-

utit>ns 'research; etc., are completely alien to most of the public 
· sector undertakings. 
* In the 'matter of materials management and pur
chase of inputs the companies have been found to be lacking 
in expertise. 

1;, · Continuously rising cost of production. 
* Senior managements of most of the companies 
have no cost consciousness and, hence, do not venture to 
take bold steps aimed ·at reducing costs. 
* In -certain companies, due to -delays in -completing 
expansion programmes, the cost has increased considerably 
from the original estimates. 
* Due to the lack of adequately trained. experts in 
financial management. costing is done by persons who have 
no appreciation of modern methods ·of costing and cost 
control. 

6. Outmoded and 'static pricing policy. 
* In many companies 'there is utter lack of under-
·stilriding of -modem principles of pricing. 
· * In 'the case of some companies prices of products 
are not reviewl!d even· after a substantial increase in cost of 
prod~ction. 
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* In some cases there are long-term agreements for 
supply of the company's product at a cost less~r than the 
cost of production and, in the agreeme!lt, there IS no .enabl· 
ing clause for the revision of rates. This has resulted m loss 
to the companies. 

7. Inadequate Marketing and Sales Effort. 
• In most of the companies, the marketing function 
is one of the most neglected areas of management. Very 

· often the production manager, or the managing director, 
directly undertakes marketing and sales; and there is no 
person specialised in sales job. 
"' The selection of distribution channels is, in some 
cases, not conducive to long-term growth in sales. Appoint
ment of agents, wholesalers, etc., is done, in some cases, 
without proper assessment of the efficiency of the distribu
tion system. 
* Companies exhibit a callous neglect of market 

'' research. 
13.17 These defects will have to be rectified as early as possible. 
It is necessary to detect the causes for the defective working of each 
public sector undertaking and to take immediate action to rectify the 
defects so that the performance of the companies could be made more 
satisfactory. The top management of each company should have 
qualified experts in fields like finance and accounts, planning and 
personnel management and labour administration. At least the major 
public sector undertakings should have tlle following categories of 
personnel:-

(a) Economists and statisticians having specialisation in market
ing and operations research. 

(b) Chartered and cost accountants with specialisation in manage-
ment accounting. 

(e) Personnel managers and labour welfare· officers. 
(d) Materials management experts. 
(c) Industrial engineers having knowledge in work· study and 

productivity. · · · 

Creation of a Afanagement Cadre tor Goverlllllent Industrial and 
Commercial Concerns in Kerala. ·. · 

1 '3.18 Consistent witll our view that the most crucial element in 
enhancin!f pr~fitability o! Government industrial and commercial 
.undertakmgs IS managenal reform, we recommend the creation of 
a Mana~tement Cadre for running all the commer~ial and industrial 



units in which the Government of Kerala has effective control. The 
creation of the Management Cadre should be by: 

(a) giving an option to all the officers of the Administrative 
Services of Government to join the Management Cadre. 
Once they are absorbed in the new cadre they will not be 
transferred back to· general administration; and 

(b) recruiting from industry and trade qualified managerial 
personnel-junior, middle-level and senior management per
sonnel. 

13.19 The advantages of a Manajilemeut Cadre consisting of those 
officers in Government services who have an aptitude and positive 
interest in managerial worlt and inducting new talent from among 
the competent managers in industry and trade are obvious. We are 
aware that this suggestion will pose a number of problems in respect 
of service conditions and problems of promotion, seniority and re
muneration. But these problems are not unsurmountable. We re
commend .that a separate Management Cadre be constituted as early 
as possible so that the large number of management and marketing 
problems, which the public sector concerns in Kerala are today facing, 
can be solved effectively and in a systt>matic and scientific manner. 

Effective Manapement Training. 

13.20 The above proposal for ·creation of a Management Cadre im
plies intensive training in.· management, marketing and allied filllds 
for the benefit of those who are inducted into the cadre, particularly 
general administrative personnel who are allowed to enter this cadre. 

· Training programmes in diverse fields such as general management, 
marketing, financial control, materials management, inventory con
trol, operations research and so on will have to be organised for 
different levels of managements. Both long-term basic courses and 
·short-term programmes will have to be specially designed to meet 
the requirements of managerial. personnel belonging to differ
ent groups of Products and services. Thus, it should be possible to 
develop a group of modern managers and marketing men trained in 
th~ science and art of managing men and materials, to help the State 
Government in running the Government industrial and commercial 
concerns on profitable Jines, making a substantial contribution to the 
revenues of the State. 

CASE STUDIES OF INDIVIDUAL COMPANIES 

13.21 The recommendations embodied in the earlier paragraphs and 
the general propositions regarding management reforms to be intro
duced in the public sector industrial units in Kerala are borne ou{ 
by a series of Case Studies undertaken by the Economics Division of 

. the State Planning Board C~r ·the benefit of the Tal'ation Enquiry 
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Committee. In fact, most of the genera~ recomme1\dations made in 
thls chapter sprin11 from a close examination of the manaf!Cment pro
blems faced by the companies covered by these Case Stud1es. 
13.22 With a \iew to highlight 'the specific··managem-ent and market· 
ing problems l>f the public sector enterprises, a summary of the case 
data relating lo 12 companies are presented here. Statutory Corpora
tions are excluded from the discussion in this Chapt\!r. !fhe Com· 
panies selected here comprise two categories, namely, 

No. of Companies 

I. Government owned -compani-es 
II. Government companies (Industrial concerns 

in which the State Government hold 
ma_jority of shares} 

Total 

I. GOVERNMENT-OWNED COMPANIES 

Ill The Kerala Soaps and Oils Limited. 

lleletted. 
6 

6 

12 

13.23 The Kerala soaps and oils Limited, Calicut is a Government
owned company, The authorised share capital of the company is 
Rs. 1 crore, The share value of Government in the company.·up to 
the "end of 1967-68 is Rs. 36.73 lakhs and the total loan outstanding 
as on 31-3-1968 is about Rs. 43.48 Iakhs. The company .has under it 
three main units Yiz. the soap institute unit, the oil factory unlt and 
the hydrogenation factory unit. The main products of the company 
arc snaps. \'ilaminised oils· and vanaspathi. 

Production «ttd 8a7e8 ·of the Company 

13.24 The trends in the growth ·of sales of the company's ·pr~ucts 
are given in the following table: 

Product8 Balea (R/f. ~ Zakhs.) 

Hydrogenation Factory 
Division 
Soap Institute 
Oil Factory 

1964•65 1965-i!6 1966-67 

50.00 
15.99 
10.'23 

92.80 
19.85 
'9.88 

88.05 
20.57 
11.137 

13.25 The main dlftieulties that the company fa'C'es a.t 'pl'$eflt are 
scarcity of raw ·materials· and the tluctua.tlon in the prices of oils. 
-Even though ·there 'is hea'vy 'demand for vanaspatb:y, 'the ··company 
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has been unable· to utilise the full potential of the Hydrogenation 
Factory mainly because of the scarcity of raw materials and the 
fluctuations in prices of groundnut oil. About 80 per cent of the 
cost of production is accounted for by the cost of raw materials 
and ·so the profitability is mainly dependant on the prices of raw 
materials. The selling price for the product is determined by the 
Directorate of Sugars and Vanaspathy of the Government of India. 
13.26 An analysis of the working result of the company for the 
years 1965-67 reveals that while the Hydrogenation Factory Divi
sion· has been running at a loss during all the years, the Soap 
Institute and Oil Factory Divisions have been running at profit. 
'l'he net result was that the company had loss of Rs. 4. 73 Iakhs 
during 1966-67. 
13. 27 The details of the working result of the 3 divisions are given 
below:-

Year Hydrogenation Factory Soap liiStitule 
(Rs. in lakhs) 

Oil Faetory 

1964-65 {-) 2.86 ( +) 0.26 ( +> 0.61 
1965-66 {-) 0.83 ( +) ).00 r +) 0.12 
1966-67 (-) 4.94 {+) 0.09 {+) 0.11 

Expamion ProfJ'IYP'1II'M 
13.28 The soap institute division is implementing a. scheme for the 
installation of a Mazzoni Soap plant and the oil division is erecting 
a plant for hydrogenation of fiSh oil. It is also proposed to set up 
a. glycerine concentration unit for the utilisation of the bye-product 
of soap. 
13. 29 The fina!l.cial resul~ of the Kerala Soap and Oils Ltd., are 
given in the foijpwing table: 

Fiaancial reeaks of the Kerala Soaps ancl OlJs Ltd. 

1964-65 1965-66 1966,67 

Financial J'"'*io!l 
(Rupees in lakhs) 

I. 
Liabililiu 

(a) Paid up capital 5.97 29.97 3U3 
{b) Reserves "!'cl surplus 0.92 0.99 1.16 
(c) BortowiDg 33.43 40.01 41.52 
(d) Trade dues and other Ctn;"'!l 

liabilities 24.28 7.61 10.47 
Total 64.60 78.58 81.38 
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1964-65 1965-66 1966-67 

Asstls (Rs. in lakhs) 
(a) Gross block 21.53 21.82 23.22 
(b) Depreciation 1.49 3.22 4.79 

(c) Net ftxed asscta 20.04 18.60 18.43 
(d) Capital works in progress 0.92 3.54 3.88 
(e) Other asseta (intangible assets) 2.99 2.70 7.43 
(f) Current assets loan., and advances 40.65 53.7:1- 57.64 

Total 64.60 78.58 87.38 

Capital employed 36.41 64.73 65.60 
Net worth 3.90 28.26 . 27.96 

n Capital structure 
UebH~quity ratio 16.5:3 4:3 21:17 

HL Liquidity and solvency . 

(a) % of current assets to total net ...... 63% 68.4% 66% 
(b) o,~ of current assets to current 

liabilities 207% 675% 580% 
IV. Working results 

(a) Profit ( +) (-)2.99 (+)0.29 (-)4. 73 (Loss (-) 

v. Cost trends 
(a) Sales 74.74 122.55 120. so (b) Add Loss Deduct profit 2.99 0.29 4.73 
(c) Cost of .rues 77.73 122.26 125.03 \d) %of cost of sales to sales 104% 99.2% 104.2% 

VI. Inventory and productions 

(a) Raw materials 10.84 18.13 14.79 (b) Stores and spare parta 0.55 0.60 0.60 Goods in progress 3.93 3.59 3.22' (d) . Finished goods 8.26 6.54 20.23 (e) . Others 0.33 0.34 0.34 
Total 23.91 29.20 39.11! 

VIL SundrJ debtors 8.42 8.85 IJ.60 
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13.30 Suggestions for improvement of the WOl'king of the Company. 

(i) The Hydrogenation factory division is running at a con
tinuous net loss. The main reason for this is that the 
full capacity is not being utilised even though · there 
is great demand for vanaspathy. It is estimated that 
only 60 to 75 per cent of the capacity is being utilised 
by the company. In order to ;reduce the cost of produc
tion, effort should be made to utilise full capacity. Since 
the selling price is fixed by the Government of India, 
in order to run the company successfully, the cost of 
production should be reduced to the minimum possible. 

(ii) There is vital need for improving the sales o;rganisation 
of the company. Similarly the research and develop
ment section will have to be organised and the marketing 
system improved. ·. . 

(iii) There is export possibility for the products. Attempts 
should be made to explo;re this possibility. · 

(2) Kerala ElectricaJ and Alliefl Engineering Oompany, Ltd.,· 
.K'IJhlilmra 

13.31 This is a fully Government-owned company. The date of 
incorporation of this. company was 5-6-1964. The company's main 
activities are fabrication and erection of steel structures, fabrication 
of pole line hardware items and manufacture of electrical accessories 
like cutouts, fuse units, porcelain box, switch, etc. The company's 
authorised share capital is Rs. 25 lakhs. The value of the shares 
issued to Kerala Government is Rs. 18.82 lakhs and the loan out
standing to Government is Rs. 18.82 lakhs (as on 31-3-1968). 

Production and 8tile8 
13. 32 The company's production is based on the orders received 
from the customers and the success of the company depends on the 
capacity to secure orders from various parties. The sales of the 
company during the last three years are given below: 

Year Briles (Rs. Lakhs) 

1965-66 
1966-67 
1967-68 

· Working rewlt . 

16.11 
21.65 
20.09 

1S .• 33 The working result shows that the company was running at 
a loss during 1964-65 and 1965-66, though a net profit of Rs. 0. 57 
Jakbst~was realised during 1966-67. · 



290 

13. 34 The companY.. is at present importing raw materials like tool 
steel and zinc; toor"steel from U.K. and zinc from Poland. The 
capacity utilization of the company varies from 80 per cent to 90 per 
cent. The general policy of the company for pricing its products 
is to add 10 per cent margin for profits on estimated cost. But 
for certain products for which the market is highly competitive, 
price is fixed at prevailing market price. The company has no 
separate sales organisation. The distribution arrangements are 
made through reputed firms in Kerala and Andhra Pradesh. 

13.35 A scheme for the starting of a new unit for manufacture of 
equipments like Distribution Transformers, Cranes, etc., has been 
<'halked out by the company. For this, land has been acquired at 
Mamala (Ernakulam) and factory building for steel fabrication unit 
has been completed. Licence has already been received from the 
Government of India for the manufacture of certain new items like 
transformers. Steps have also been taken to set up the transformer 
factory at Mamala and it is possible to commission the unit shortly. 

13.36 The financial results of the company are given in the follow-
ing table; · 

I. 

Financial results of the Kerala Electric:a1 and Allied Engineering Co. Ltd 

Financial position 

LW.bilitw 
(a) Paid up capital 
(b) Reserves and surplus 
!c) Borrowings 
d) Trade dues and other current 

liabilities 

Total 

Amt.s 

(a~ Gross block 

!~) Depreciation 
Net fixed assets 

d) Capital works in progress 
(e) Other assets (intangible) 
If) Current assets, loans and 

advances 

Total 

Capital employed 
Net Worth 

1964-65 1965-66 

(R.. in lakhs) 

2.25 
0.05 0.07 

13.04 14.75 

11.17 15.72 

24.26 32.79 

6.33 7.04 
0.33 0.91 
6.00 6.13 
0.07 0.63 
1.15 2.82 

17.04 23.21 

24.26 32.79 

11.87 13.62 
(-)1.10 (-)0.50 

1966-67 

4.00 
0.21 

17.51 

20.37 

42.09 

8.40 
1.54 
6.86 
7.22 
2.25 

25.76 

42.09 

12.25 
1.96 



IL Capital structure 

Debt equity ratio 

m, Liquidity aad solveacy 

(a) % of current assets to total net 
assets 

(b) % of current assea to current 
liabilities 

IV. Worldag results 

(a) Profit ( +) 
Loss ( ) 

(b) % ofprofitto sales 

v. c...t Treads 

(a) Sales 

(b) Less Profil bif .... ""' 

At/41oss 
(c) Cost of sales 
(d) % cost of sales to sales 

VI. lavento&'y aad hoductloa 

(a) Raw mataiala 
(b) Stores and spare parts 
(c) Goods-in-progress 

. (d) . Finished goods 
(c) .Others 

Total 

vu. Sundry Debtan 
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1964-65 1965-66 

(Rs. in laklia) 

13:1 59:9 

70% 

172% 

(-)1.11 (-)1.67 

10.47 16.11 
1.11 1.67 

11.58 17.78 
110.6 110.3% 

6.52 8.83 
1.35 1.01 
1.59 1,93 
0.78 1,08 
0.51 1.29 

10.75 14.14 

4.40 8.42 

13 . 37 Suggestions for impro!111111111 in the working of tM company. 

1966-67 

17:4 

62% 

'130% 

(+)0.57 

21,65 
0.57 

21.08 
97.3% 

9.38 
1,15 

. 2.16 
1,25 
0,63 

14.57 

10.41 

(i) At present there is Jack of modem methods of production, planning 
and control in the company. Due to heavy-overhead costs and 
other administrative charges the cost of production is very 
high. Efforts should be made to reduce the cost of production 
of the company's products. Product planning is also a must. 

(ii) There is no proper inspection at the various stages of production. 
So it is necessary to improve the quality of inspection. 

(ill) Sales organisation should also be improved with a view to capture 
more markets. 
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(3) The Kerala Ceramics Limited Kundara. . . • 
1:3.38. The Kerala Ceramics Limited, Kundara was preVIously workin~ as 

two departmentally mallflged undertakings, . the Government Ceranuc 
Concerns and the Kerala 'Government Ceranucs. These two concerns were 
amalgamated according to the recommendati.ons of the committee of t!te 
Kerala State Industrial Development CorporatiOn. The new company ~· 
the Kerala Ceramics Limited was registered on lst Nov~ber, 1963. N~w 1;hls 
company ·is a fully owned Government company and 1t started functionmg 
on 24th February, 1964. The authoris.ed share capital of the company is 
Rs. 1 crore. The total value of shares Issued to Government up to the end 
of 1967-68 was Rs. 32.45 1akhs and the total loan outstanding from Govern
ment as on 31-3-1968 was Rs. 37.24 lakhs. The ceramic company has 3 
units for the manufacture of different products, unit I is manufacturing 
crockery, unit II is manu!actu~g stonewar~ pipes, ~~ bricks and o~er re
fractory products and unit III IS engaged m the mmmg and processmg of 
china clay • . . 
Production and sales of the Company's products. 

13, 39. The pr!Jduction and sales of the company's products during the 
. last ~ years are summarised in the following table:-

Production Sa/ss 
(Rs. in lakhs) (Rs. in lakhs) 

Tear· 
Unit I Unit II Unit III Unit I Unit II Unit III 

1965-66 10.55 0.81 2.84 10.71 I. 71 2.89 
1966-67 15.60 0.91 5.15 14.48 0.63 3.79 
1967-68 19.22 0.86 6.55 17.44 0.40 4.82 

13.40. The production in unit I mainly depends in the supply of electri
city. Due to power cuts during the previous years a considerable number 
of working days was lost and this had affected the production and even the life 
of the machines (due to sudden drop in voltage of power). In order to attain 
the required temperature for reworking, usually the Kiln takes 15 days after 
switchipg on the machine. Since the company is depending on electric 
power for firing its kiln, it was at a disadvantage to compete with other com
panies ~hich use oil fired kilns at cheap rates. It is stated that the firing cost 
of the kiln comes to Rs. 35,000 per month for . a monthly production of 
Rs. I . 25 lakhs. This is about 28 per cent of the total cost whereas fuel 
cost of oil kilns of similar capacity is below 20 per cent. Another draw 
back of the company ~s the im~~ce in machine capacity. The capacity 
for preparatoty processmg machmes IS up to 6 tonnes a day. This defect can 
be rectified by increasing the kiln capacity. Considerable difficulties are 
being e.'Cperienced by the company in obtaining good quality ceramic transfer 
pictures to suit the tastes of the consumers with the result that the company 
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is forced to .curtail production. 
suitable modification. 

The marketing system of"the company needs 

13.41 The finan'cial result of the company is summarised m the following 
table:-

Financial result of the Kerala Ceramics Limited, Kuoclara 

1964-65 1965.66 1966,67 

I. Finau.cial Position 
(R.r. in lalrhs) 

Liabilities .. 
(a) Paid up capital 10.68 20.00 32.45 
(b) Reserves and surpllis 

30.07 3~.ol! (c) Borrowings 
(d) Trade dues and other 

. current liabilities 48.50 20.68. .8.89 

Total 59.18 70.75 74.36 

Assets 
'(a) Gross block 35.64 36.70 38.64 
(b) Depreciation 2.20 4.27 6.26 

(c) . Net fixed assets 33.44 32.43 32.38 

1~? Capital works in progress 
2.8) 12.·16 19.03 Other assets (intangible) 

(f) Current assets, loans and 
22.93 26.16 22.95 advance 

Total 59.18 70.75 74.36 

Capital employed 7.87 37.91' 46.44 . 
Net cost 7.87 8.84 '13.42 

n. Capital struc:tnre 
Debt equity ratio 3:2 I :I · 

m. Liquidity and Solvency 

(a) % of current assets to total 38.8% 37% 30.9% 
(b) % of current assets to 

current liabilities 47% 123% . 255% 

IV. Working results 
(a) Profit (+) (-)2.75 (-)9.04 (-)5.06 

Loss ( ) 

v. Cost trends 
(a) Sales 18.38 19.31 18.91 
(b) Add loss 2.75 9.04 5.oq 
(c) Cost of sales 21.13 28.35 23.97 

•. (d) % of cost of sales to sales 116% 147% 126% 
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W. Sundry dobtms 

1964-65 

5.28 
7.77 
0,15 

13.20 

3.28 

1865-66 

(Rs. in Whs) 

6.97 
5.86 
0.14-

12.97 

2.08 

1966-67 

7.06 

8.11 
0.14-

15.31 

3.36 

The above table shows that the company has been running at a loss 
during the last 3 years. 
13.42 Suggtsliom for imprquing the working of the com/Jtl1!)'. 

(i) ReJtUlar supply of power to this company must be ensured by the 
'Electricity Board. . 

(ii) The imbalance in the machine capacity will bave to be reduced 
by increasing the kiln capacity. Expansion of production 
capacity of crockcries in Unit I by installation of an aqditional 
kiln is highly necessary. · 

(iii) It is also necessary to install a ceramic transfer picture manu· 
facturing plant in Unit I. For this purpose sanction from the 
Government of India has been received for the import of the 
machinery from Japan. 

(iv) For the modernisation and expansion of production in Unit II 
(stoneware pipe section) the construction of a six cbamber 
fuel economy semi-continuous kiln with chimney has been found 
necessary. The compa,ny has already taken action in this regard. 

(v) It is also necessary to modernise the method of mining and washing 
the china clay in Unit III. 

(vi). The marketing arrangement of the company's products is. not 
at all satisfactory. Every effort should be made to capture 
home and foreign markets by adopting the modern marketixig 
system. It is necessary to improve the products.by research. and 
development. 

(vii) The Committee. on Public Undertakings has observed that there 
is surplus staff' in the company. Therefore it is necessary to 
assess the staff requirement and surplus staff may be absorbed 
in future vacancies. · 

By taking the steps suggested above, it is possible to run the company· pro• 
fitably. 

( 4) Tlu T r(lll~ort P{ywood InduslrUs Ltd., Punalur. 
13.43 The Travancore Plywood Industries Ltd., Punalur, is a Govern· 
Jnent owned company. The main products of the company are plywood 
panels and,..battens for tea chests. The company was Conned on 1-11-1963. 
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The authorised share capital of the company is Rs. 50 lakhs and the total 
value of shares issued to Kerala Government by the end of 1967-68 was 
Rs. 29.081akhs. The Kerala Government has also given loans to the com· 
pany; the total loan outstanding on 31-3-1968 being Rs. 27.73 lakhs. 

Production and Sales. 
13.44 The production and sale of the company's products during· the 
last three years are given in the following table:-

Tear 

1965.66 
1966-67 
1967-68 

Tear 

1965-66 
1966-67 
1967-68 

P1)1W0od 

Protfu&tign 

QJy. Value 
Sq. M. Rs. 

3,29,108 8,42,929 
3,52,934 11,28,077 
3,46,306 11,56,003 

Battens 

Prodlu:tion 

QJy. Value 
&Is Rs. 

70,600 45,676 

68,256 47,792 
33,800 No separate cost taken 

Sales 

QJy. Value 
Sq.M. Rs. 

3,47,223 13,56,201 
3,67,024 15,68,740 
3,17,419 15,40,505 

Saks 

QJy. Value 
S.ts Rs. 

65,500 40,119 
67,756 41,641 
33,800 . 29,222 

13.45 ·The financial working result of the company showsthatthecompany 
is running at a profit for the last four years. Dividend at the rate of!O per cent 
on the share'capital was declared for the year 1965-66 and at the rate of6 per 
cent during 1966-67. 

13.46 In order to develop the plywood industry, the company has for
mulated two schemes for increasing the capacity for production of plywood. 
This involves the establishment of new plywood units and a chip board plant. 
It is expected that the commissioning of the new plywood unit can be imple
mented during 1968-69 itself. 
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13.47 The financial result of the company is given in the following table:•• 

Fhumc:lal result of the Travancore Plywood Industries Ltd. 

(Rs.;;, Wens) 

1964-65 1965-66 1966-67 

L FlDanc:lal results 

Liabilities 
(a) Paid up capital (equity) 1.64 6.51 6.59 

t Reserves and surplus 1.58 2.05 3.47 

~ Borrowings 3.51 6.50 6.41 
Trade dues 9.52 8.01 6.17 

Total 16.25 23.07 22.64. 

Assets 
(a) Gross blocks 7.23 8.17 ,13.66 r Depreciation 0.90 1.47 ~.39 
c) Net fixed assets 6.33 6.70 11.27 
d) Capital works in prosr= 3.31 0.10 

(f? Otber assets 0.14 
Current assets, loans and 
advances 9.92 13.06 11.13 

Total 16.25 23.07 22.64 

Capital employed 6.73 11.75 4.96 
Net wortb 3.22 8.56 9.92 

D. Capical structure 

Debt-equity ratio 2.1 :I I :I I :1 

m. Liquidity and Solvency 

(a) % of current assets to 
total net assets 61.5% 56.6% '49..21% (b) ')~ of current assets to 
current liabilities 104.2% 163% 180.4% 

IV. Working results 

~~~ 
Profit before tax 2.92 2.32 0.96 Tax Provision 1.46 1.42 0.54 

~~ Profit afcer tax 1.46 0.90 0.42 % of profit before tax 
(il To sales 22.6% 16.5% 5.9% (ii Gross fixed assets 40.4% 28.4% 7.1% 

v. Coattnada 

~~~ Sales 12.93 14.07 16.46 Less profit before tax 2.92 2.32 0.96 

~~~ Coot of sales 10.01 11.75 15.50 % of coot of sales 10 sales 77.4% 83.5% 94.1% 
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(Ra, in lakho) 

1964-6~: 1965-66 1966-67 

VL Inventory & pn>dac:tion 

(a) Raw materials 0.38 0.74 0.44 
(b) , . Stor~ and spare parts 1.01 1.32 1.48 
(c) Goods-in-progress- . .0.12 0.12 
(d) Finished goods 1.04 0.65 0.50 
(e) .Others 0.10 0.14 0.16 

Total 2.65 2.97 2.72 

vu. Sundry debtors 0.95 2.33 2.97 

Suggestions for improving the worki11g if the company. 

13 ._48. This company is running at a profit. But, the rate of profit is 
decreaSing year after year. This is mainly due to the under-utilisation of the 
capacity of the machines and the lack of effective sales organisation. There 
is no product planning for the company and the price of the company's product 
is fixed in conformity with the price fixed by the South Indian Plywood 
Manufilcturel'S' Association. 

13 .49. The following steps will have to be taken to improve the working 
of the company: · 

(i) Full machine capacity should be utilised and the sales organisation 
should be improved with a view to enlarging the market for 
the company's products. 

(ii) Product planning should be taken up immediately. 
(ill) There should be 'substantial imrpovement in the management 

_ practices of the. company. · 
. . . '•. 

5. The Trivandruan Rubber works Ltd. 

13".50. The Trivandrum Rubber Works Ltd. was incorporated as a private 
limited company on 1st November, 1963 and it took over the assets and liabi
lities of the Travancore Rubber Works (started in 1935), Kerala Government 
Rim Factory (started in 1959) and Kerala Cycles (set up in 1957). Now the 
Trivandrum' Rubber works limited is a Government owned Company and 
the company has three units under it. They are the Rubber Unit, the Rim 
Unit, and the Cycle Unit. The main products of the Rubber unit are Cycles, 
tyres and tubes, and other moulded rubber. goods. Cycle rims are manu
factured in the Cycle Rim Unit and in the Cycle Unit Kerala Cycles are being 
manufactured. The authorised share capital of the company is Rs. 75 lakhs. 
The total value of shares taken by the State Government as on 31st March, 
1968 was Rs. 40.70 lakhs and the loan outstanding to Government as on 31st 
March 1968 was Rs.- 30. 85 lakhs._ 
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Production and sale of the company's products. 

13 . 51. The production in all the three units of the company is given in 
the following table:- · 

Prodw:tiJJn (in ll1lnlhers) 
/18m 

1964-65 1965·66 1966-67 1967-68 

Cycle TYf<" 1,67,460 2,00,294 • 2,09,433 . 2,11,418 
Cycle Tubes 2,14,235 3,13,457 4,46,665 4,11,960 
Cycle Rims 1,72,868 1,95,981 2,14,970 2,90,668 
Cycles 563 1,295 1,855 2,565 

The total sales during the year 1964-65 to 1967-68 is as follqws:-

Tear 

1964-65 
1965-66 
1966-67 
1967-68 

Expansion Programme. 

Value of Net sales 
(in lakhs 'If rupees) 

47.51 
47.41 
64.94 
72 .. !c3 

13.52. The capacity for production of cycle tyres and tubes is planned to 
be increased in a phased programme. The first stage of expansion envisaged 
was an additional production of tyres and tubes to the extent of 5 lakhs each. 
This target is nearing completion. The second stage of expansion was an 
additional production of 7.2 lakhs each of cycle tyres and tubes per year. It 
is also proposed to take up the manufacture ofV. Belts and hoses and to increase 
the capacity of Rim factory during the Fourth Plan. 

Working results. 

13. 53. An analysis of the working result of the company reveals that this 
company has earned a profit of .Rs. 3. 69 lakhs after providing for deprecia
tion, interest on capital investment and reserves for bonus to employees during 
the year 1967-68 as against a net profit of Rs. 3.35 lakhs during 1966-67. 

Suggesti~ns for improvement in the working of the company. 

13. 54. (i) Of the three units of the company the Rim Unit is the· most 
profitable one. It is noticed that- serious attempts have not 
been made to expand production of this unit so far. Immediate
attention of the management is. called for i.Q this direction. 

(ii) It is imperative that early efforts are madlt to expand the Unit. 
No. II and also attempts are made to ca~~-""'p~ markets, 



!gg 

Fimin..;ai resalts Gf the Trlvaaclnun Rabbv W ........ Llmiteci, T~ 
(Rs. ia /ak/u) 

1964-65 1965-66 1966-67 

I. :pinapcisJ posldcm 

Liabilities 
(a) Paid up capital (equity) 6.96 20.00 30.81 
(b/ Reserves & SUiplul 0.29 0.82 2.17 

~:h 
Borrowing . 24.84 28.34 30.85 
Trade dues 30.08 20.48 16.59 

Total 62.17 69.64 80.42 

Asscla 

~~ Groos Bloc:k 26.66 28.13 33.73. 
Depx;eciation 1.18 3.17 5.33. 

t N:ct fixed aiiiCis . 25.48 24.96 28.40 

~~ · ~tal works in progress 0.74 2.51 
0 assets . 

(f) Currentasscla,loaDll.& 
advances . 35.95 42.17 52.02 

Total 62.17 69.64 80.42 

· Capital employed 31.35 46.65 63.85 
Net worth 7.25 20.82 32.98 

11. Capital stractan 
Debt-equity ratio 3.6:1 1.4:1 I :1 

IlL Liquicllt:y aDd solvency 

(a) Percentage of current 
usets to total net assc1a 57.8% 60.6% 64.7% 

(b) Percentage of current 
assel3 to current liabilities 119.5% .206% 313.7% 

IV. Worklllg ft81llta 

{a~ Profit before tax 0.58 1.29 3.35 
Tax Provision : 0.29 0.87 2.00 ti Profit afrcr tax 0.29 0.42 1.35 

( ) Pcrocntage or profit before 
tax 
(i) To sales 1.2% 2.8% 5.5% 

(ii) To g.-- fixed assc1a 2.2% 4.6% 9.9% 

v. Coat -.Is 
(a) Sales 47.41 45.49 60.39 
(b) Less Profit before tax 0.58 1.29 3.3,; 

~·> Cost of sales . 46.93 44.20 57.04 
d) ·Perocntagc or eost of sales to 

98.8% 97.2% 94.5% ·sales 
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(Rs. in lakbs) 

1964-65 1965-66 1966-67 

VI. lftventory or production 

(a) Raw materials 10.79 14.4f 14.56 
(b) Stores and spare parts 0.35 0.61 14.84 
(c) Goods--in .. Progress 1.38 1.46 I. 75 
(d) 1-'inishcd goods 1.89 1.77 2.55 
(e) Others 0.55 0.94 0.83 

Total 14.91 19.19 134.53 

vu. Sundry debtors 1'!.63 11.04 16.98 

6. The Trivandl'lllD Spinning Mills Limited, Balaramapnratn 

13.55. This is a fully Government owned company. The company was 
established in 24th February, 1964. The main products of the company are 
cotton yarn of sizes 20", 26", 40" in hanks 80's yarn in hanks ,and cones. The 
installed capacity at present is 21,600 spindles. As regards the capital structure 
of the company, the authorised capital is Rs. 75 lakhs, the total share value 
of the Kerala Government by the end of 1967-68 amounting to Rs. 48.20 
lakhs. In addition, the Spinning Mill has taken loans from the Government; 
as on 31st March, 1968, the total loan outstanding was Rs. 55.20 lakhs. 

rrar 

1965-66 

1966-67 

Production and sales of the company 

Production during the J'tnr (Quantity) 

1900 bales of yarn 

3099 , (+E. C.) 
66 cones 5998 Kgs. 

Sales duri11g 1M year 
(Rs. in lakhs) 

27.81 

.36.63 

1967-68 Not available 47.37 

Problems. 
13.56. During the last two years the company has been experiencing 

difficulties in processing cotton due to the general scarcity and so the mill was 
forced to reduce the number of working days. Even though there was 
general increase in the price levels of cotton, there was no corresponding in
crease in price levels of cotton yarn. The working of the mill resulted in a 
loss of Rs. 2. 4 lakhs, Rs. I 0. 42 lakhs and Rs. 7. 73 lakhs during 1964-65 
1965-66 and 1966-67 respectively. ' 

,13.~7 .. Accc;>r~ng to available information, f'?r the economic working of 
thJS ~mn!ng 1111ll, 1t s~ould have ":t least 25,000 spmdles. The present installed 
capaCity IS 21,600 spmdles. Acuon has already .been taken to increase the 
oresent installed capacity. 
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13.58 The market demand for yarn is not satisfactory. The yam pro
duced from the Mill is at present sold to the local handloom weavers and to 
the States of Madras, Maharashtra and West Bengal. The organisation for 
the marketing system of the company is not at all satisfactory. Every effort 
should be made to find markets for the products both inside and outside the 
country.. Another factor for the loss of the company is overstaffing. In 
order to run the mill profitably and successfully, the Mills should have a 
weaving unit with sufficient capacity for the production of superior quality 
of cloth. With all these efforts it can be expected that the mill will work on 
a profitable basis during the coming years. 

13. 59 The financial results of the Spinning Mill for the years 1964-65, 
1965-66 and 1966-67 are as given below:- · 

I. FIDanclal position 
Liabilities 

(a) Paid up capital 
(b) Reserves and Surplus 

~~) Borrowings 
Trade dues and other CWTent 
liabilities 

Total 

Assets 
(a) Gross block 
(b) Depreciation 
(c) Net fixed assets 
(d) Capital works in progress 
(e) Other assets (intangible) 
(f) Current assets, loans and 

advances 

Total 

Capital employed 
Net worth 

D. Capital structure 
Debt-equity ratio 

ID. Llqaldlty and solvency 
(a) Percentage of current assets to 

total net assets 
(b) Percentage of current assets to. 

current liabilities 

IV. Workmg results 
Profit ( + )/Lws (-) 

1964-65 
(1) 

22.03 

56.47 

4.34 

82.84 

42.53 
4.53 -38.00 

24.58 
2.53 

17."73 

82.84 

51.39 
19.50 

2.5:1 

21.4% 

409% 

(-)2.44 

1965-66 
(2) 

(Rupees in lakhs) 

48.20 
2.27 

52.04 

3.36 

105.87 

59.95 
10.38 
-49.57 
18.89 
12.95 

24.46 

105.87 

70:66 
37.52 

1.07:1 

23.1% 

727% 

(-)10.42 

1966-67 
(3) 

48.20 
4.61 

55.66 

3.84 

112.31 

73.58 
16.24 
57.34 
13.79 
20.68 

20.50 

112.31 

74.00 
32.13 

1.15:1 

18.2% 

533% 

(-)7 .73 



v. Coot trencla 

(a) Sales 
(b) Add Loss 
(c) Cost of sales 
(d) Percentage of cost to sales to 

sales 

VL Inventory and production 

(a) Raw materials 
(b) Stores and spare parts 
(c) Goods in progress 
(d) Finished goods 
(e) Other. 

Total 

VD. Sundry debtono 
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(I) 

22.12 
2.44 

24.56 

113% 

2.81 
1.28 
0.50 
8.46 
0.10 

13.15 

1.14 

(2) 

, (Ra. in lakha) 

28.18 
10.42 

38.60 

137% 

7.77 
1.35 
1.03 
4.61 
0.11 

14.87 

3.42 

(3) 

36.92 
7.73 

44.65 

121% 

2.35 
2.42 
1.84' 
4.34 
0.13 

11.08 

1.01 

13.60 Suggestions for improvement of the working of the Mill. 

(i) The working result of the Spinning Mill shows that the company 
is running at a continuous loss. This is mainly attributed to 
the increase in cost of production of yarn due to non-utiiisation 
of the full capacity. Even though cost of production has inc
reased considerably, there has been no corresponding increase 
in price levels. Therefore pricing policy will have to be re-exa
mined with a view to avoid loss to the company. At the same 
time effort should be made to reduce the cost of production 
by increasing the efficiency in the production and marketing 
functions. 

(ii) 

(iii) 

The sales organisation of the mill is not at all satisfactory. Efforts 
should be made to improve the sales effort of the company with 
a view to capture _new market segments both in Kerala and 
outside. 

At present the company does not undertake any product planning 
worth the name. Product planning will have to be resorted 
to not only for ensuring lower cost of production but also for 
producing varieties of goods tailored for the various market 
segments. 
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II. GOVERNMENT COMPAL'IIES 

(INDUSTRIAL CONCERNS IN WHICH THE STATE GOVERNMENT 
HOLDS MAJORITY OF SHARES) 

I. Forest Industries (Travancore) LUnited, Alwaye 

13.61 This company was originally set up for the purpose of supplying 
firewood for the F.A.C.T. from the Forest Department. Later on the com
pany diversified the activities and set up a woodbased industrial unit. This 
is now a Government company with a total paid up capital of Rs. 13.28 lakhs 
of which the State Government's share is Rs. 6. 77 lakhs. 

'· Production programm4. 

13 . 62 The main function of the Company is the processing and selling 
of wood products. The Company processed 21,744 cu.m. of wood for a value 
ofRs. 25.581akhs during 1967-68 as against 27,642 cu.m. for a value 
ofRs. 36.241akhs during 1966-67. During 1967-68 the company sold 26,153 
cu.m. of wood products for a value of Rs. 56. 51 1akhs, as against 33,320 cu.m. 
for a value of Rs. 60.45 lakhs in 1966-67. 

Working Results. 

13-.63 During 1967-68, the turnover of the Company was Rs. 56.51lakhs 
only as against a turnover of Rs. 60.45 lakhs during the previous year. The 
net profit of the Company during 1967-68 was Rs. 5.06 lakhs (after tax) as 

·against Rs. 5;22 lakhs (after tax) durinj 1966-67. 

Expansion Programme. 

13.64 . During the Fourth Plan period the Company proposes to set up a 
particle · board unit. 

13.65 The financial results of the working of the company for the years 
1965-66 to 1967-68 were as under:-

----· 
1965-66 1966-67 1967-68 

(I) {2) (3) 

(Rupees in Wdu) 
I. Financial position 

Liabilities 
(a) Paid up capital 9.96 9.96 13.28 
(b) Re;ervc and surplus 8.66 12.10 12.30 
(c) Borrowings 

36.81 34.31 33.69 (d) Trade dues 

Total 55.43 56.37 59.27 
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(I) (2) (3) 

1Rs. in lakhs) 
A.ssds 

!a) Gross block 9.92 12.41 12.40· 
b) Depreciation 6.18 6.61 7.02 

t Net fixed assets 3.74 5.80 5.38 
d) Capital works in progress 0.06 
e) Other assets 0.67 0.12 0.12 

(f) Current assets, loans and 
advances 51.02 50.45 53.71 

Total 55.43 56.37 59.27 

Capital employed 17.95 21.94 20.02 
Net worth 17.95 21.94 25.46 

D. Capital structure 

Debt-equity ratio 

m. Liqoiclity 11Dd aolveacy 

(a) Percentage of current assets to 
total net assets 92.7% 89.3% 91.5% 

(b) Percentage of current assets to 
current liabilities 139% 147% 159% 

IV. WorldDg results 

(a) Profit before tax 11.92 15.57 15.76 
(b) Tax provision 7.87 10.35 10.70 
(c) Profit after tax 4.05 5.22 5.06 
(d) Percentage of profit before ta.x-

(i) To sales 31.9% 25.8% 27.9% (ii) To gross fixed assets 120.2% 125.5% 127.1% 

v. Coat treads 

(a) Sales 37.40 60.45 56.51 
(b) Less profit before tax 11.92 15.57 15.76 
!c) Cost of sales 25.48 44.88 40.75 d) Percentage of cost of sales to 

sales 68.1% 74.2% 72.1% 

VL Inventory and production 

(a) Raw materials 18.73 14.80 10.49 
(b) Stores and spare parts 2.32 2.53 2.89 
(c\ Goods in progress 0.57 0.83 0.70 (d Finished goods 0.09 0.29 0.30 
(e) Other items 0.03 0.01 

Total 21.74 18.45 14.39 

VB. Sundry debtora 3.28 4.22 4.29 
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13.66 Suggestion for improvement in the working of the company. 

Efforts should be made to diversify the products and to increase produc
uon during the coming year. Marketing the products also requires attention. 

Pallathara Bricks and Tiles Limited Shertallai 

13 .. 67 This is a public limited (Government) Company with an autho
rised capital of Rs. 1 crore. The paid up capital of the company is Rs. 10.97 
lakhs of which the Government of Kerala holds shares for Rs. 10.44 lakhs. 
The main product of the Company is sand lime bricks. It is estimated that 
the plant has a capacity to manufacture more than 50 lakhs bricks per year 
(280 working days) under one shift. But due to lack of demand the Company 
had worked for only 168 days during 1967-68 and for only 62 days during 
1966-67. 

13.68 The production and sales during the last four years are given below: 

Produetion Sales 

rear Qponti/)1 Value Q.uanli/)1 Value 
(Nos.) (Rs.) (Nos.) (Rs.) 

1964-65 30,21,060 2,05,477 17,74,336 1,23,433 

1965-66 23,03,738 1,91,399 28,25,159 2,13,981 

1966-67 11,17,170 77,177 18,14,919 1,15,949 

1967-68 31,07,861 1,86,141 30,57,562 1,82,831 

Working results 

13.69 The analysis of the data pertaining to this company shows that 
the Company is continuously running at a loss. The loss during 1967-68 was 
Rs. 0.88 lakhs as against a loss of Rs. 1.38 lakhs during 1966-67. The main 
reasons for this loss are the increased cost of production and lower selling 
price. The cost of production per 1000 bricks is Rs. 99 with one shift. This 
can be reduced to Rs. 83 per 1000 bricks if production is made on double 
shift basis. But the selling price is only Rs. 60 per 1000 bricks. Even then 
there is lack of demand. Therefore, efforts sho· ·ld be made to populairse 
the p oduct and to capture markets. Effort should also be made to reduce 
the cost of production by improved technology. 

13.70 The financial results of the company during the years 1965-66 to 
1967-68 are as follo·.,s: 
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1965-66 1966-67 1967-68 
(Rs. in lakhs) 

....... -.... 
L Financial Position 

Liabilities 
(a) Paid up capital 10.97 10.97 10.97 
~b) Reserve and surplus 1.50 1.50 1'.50 
c) Borrowings 5.99 7.84 8.06 

(d) Trade dues 0.78 0.30 0.36 

Total 19.2'l 20.61 20.89 

Assets 
(a) Gross block 16.08 16.16 16.20 
~b) Depreciation 1.97 2.64 3.26 
c) Net fixed assets 14.11 13.52 12.94 

(d) Capital work in progress 
3.49 (e) Other assets 4.87 5.75 

(f) Current assets loans and 
advances 1.64 2.22 2.20 

Total 19.24 20.61 20.89 
Capital employed 14.97 15.44 14.78 
Net worth 8.98 7.60 6.72 

IL Capital structure 
Debt-equity ratio 0.5:1 0.7:1 0. 7:1 

m. Llqulcllty 1111d solvency 
(a) Percentage of current assets to 

total net assets 8.5% 10.8% 10.5% (b) Percentage of current assets to 
current liabilities 210% 740% 611% 

IV. Workillg results 

Profit (+)/Loss(-) (-)0.75 (-)1.88 (-)0.88 
v. Cost Trends 

(a~ Sales 2.14 1.19 
' 

1.91 (b Add Loss 0.75 1.38 0.'88 (c) Cost of sales 2.89 2.57 2.'19 (d) Perceatage of cost of sales to 
sales 135% 216% 146% 

VL ID.veatory and production 
(a} Raw materials 0.02 0.04 0.19 t Stores and spare parts 0.62 0.66 ,0.80 c) Goods in ~ess 
d) Finished g 0.53 o.os o.o5 (e) Other items 0.02 0.02 0.01 

1.19 0.77 1.05 
VII. Sundry debtors 0.22 0.15 0.06 
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13 . 71 Suggestionr for improvements in the working 

(i) The cost of production of the bricks is comparatively higher. 
Hence efforts should be made to reduce the cost of production 
by the application of improved technology and by double shift.' 

(ii) There is lack of publicity and promotion effort aimed at increasing 
the demand for this product. Therefore, efforts should be made 
to popularise the product by giving adequate publicity to its 
product advantage and for capturing markets. 

Traco Cable Company Limited, Irimpanam, Tripunithnra 

13.72 This is a public limited company with an authorised share capital 
of Rs. I crore. The issued capital is Rs. 59.9 lakhs out of which the share of 
Kerala Government amounted toRs. 40.17 lakhs by the end of 1967-63. 
The main products of the company are: armoured cables, unarmou cd 
cables wires and flexibles and bare conductors. · 

13.73 The inauguration of the Company was on 28th December 1964, 
and the regular commercial production of the company began from 1st 
January 1965. In this connection it may be noted that a period of seven years 
was lost in completing the project and for the regular commercial production 
of the company. 

13. 74 The total capacity for production and the percentage of production 
during the last three years is as given below: 

Perwd Capaeity PercmUJge 
(R.s. in lakhs) qf prodw:tiDn 

Total capacity 120.00* 100% 
1965-66 49.94 42% 
1966-67 67.80 57% 
1967-68 75.00 

(approximate) 
63% 

• Note: Total capacity on a partial double shift basis=Rs. 120 lakhs. 

Working &sult 

13.75 The working of the Company resbted in a loss of Rs. 6.99 1akhs 
during '1964-65. But during 1966-67 the company earned a profit ofRs. 0.98 
lakhs. The main reason for the losses incurred by the company has been the 
fall in selling price. At present there is cut throat competition in the cable 
industry with the .result that the selling price of the Company's products is 
less than the cost of production. In fact, the company's management took 
certain bold actions to cut down administrative overheads. During 
1967-68 the sales of the company increased toRs. 84.16lakhs which was 56.44% 
higher than the previous year. But the percentage of gross profit to sales 

· recorded a decline from 10.31% to 2.52% . The main reason for this was 
the decline in the selling price. 
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Main problem 
13. 76 The company is in need of more working capital. For this company 

is now depending on the State Bank of Travancore. Kerala Government 
have already sanctioned a longterm loan of Rs. 10 lakhs. But the Company 
requires more working capital for the diversification of its activities.. · 

13.77 At prese~t more than 85% of the Company's products are being 
sold to Government or Government sponsored agencies. The Company 
will have to attempt to capture markets by improving its marketing system. 

13.78 The financial results of the Company for the years 1964-65, 1965-66 
and 1966-67 are presented below:- · · . 

I. Flmmclal posldon 
Liabilities 

~
(~l. 
c) 
d) 

n) 
b) 
c) 
d) 
e) 
f) 

Pair up capital 
Reserves and surplus 
Borrowings 
The dues and other current 
liabilities 

A"'ts 
Gross Block 

Total 

Less depreication 
Net fixed assets 
Capital works in progress 
Other assets (intangible) 
Current assets, loans &. 
liabilities 

Total 

Capital employed 
Net worth 

D. Capital structure 
Debt-equity ratio 

m. IJquldlty and solvency 
(n) % of current assets to total 

net assets 
(b) % of current Ulets to 

current liabilities 

IV. Working results 
(n) Profit before tax ( +) 

Loss(-) 

1964-65 

39.91 
6.24 

36.73 

4.08 

86.96 

52.92 

52.92 

7.84 

26.20 

86.96 

75.04 
38.31 

37:40 

29% 

650% 

(+)6.99 

1965-66 

(Rs. in lakhs) 

49.92 
6.55 

. 56.50 

2.80 

115.77 

55.51 
3.50 

52.01 

6.99 

56.17 

115.77 

105.89 
49.48 

57:50 

49% 
> 

1900% 

(+)0.98 

1966-67 

49.92 
7.02 

61.56 

4.31 

122.86 

54.23 
4.22 

50.01 

5.98 

66.82 

122.81 

112.52 
50.96 

62:50 

54% 

1700% 

(+)0.88 
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1964-65 1965-66 1966-67 

v. Cost trends (Rs. in laJ:hs) 
(a) Sales (Trial production) 39.10 53.97 
(b) Less profit before tax 

Add Loss 0.98 0.88 

(c) Cost of sales 38.12 53.09 
(d) % of cost of sales to sale 97.4% 98.4% 

VI. Inventory & production 

~a) Raw materials 17.80 25.23 19.57 
b) Stores and spare parts 0.21 0.63 0.79 

(c) Goods-in-progress 3.09 7.11 5.71 
(d) Finished goods 0.55 8.85 22.31 
(e) Others 0.73 0.81 

Total 21.45 45.55 49.19 

vn. SIUldry debtors 0.02 10.92 15.08 

Travancore-Cochin Chemicals Limited 

13.79 This is a Government Company. The Company is being managed 
by a Board of Directors in which the majority are Government Officials. As 
on 31st March, 1968 the total paid up share capital of the Company was Rs. 2 
crores ofwhich the Kerala Government's share was Rs. 1.3 crores. The 
main products of the Company are caustic soda, sodium hydro-sulphate and 
sodium sulphide. 

Production and Sale of the Company. 
13.80 The production and sales of the Company during the last three years 
are as given below: 

r.ar 
Produ&lion (M. T.) Salu (M. T.) 

Caustic Sodium Sodium Caustic Sodium Sodium 
soda hydro sulphide soda hydro sulphidl 

sulphnte suJphn/1 

1965-66 9,599 547 19 9,692 550 9 
1966-67 6,487 447 20 6,330 439 20 
1967-68 14,278 620 273 12,188 581 88 

13.81 The value of ;production and sales during the years 1965-66 to 
1967-68 was as follows: 

1965-66 
1966-67 
1967-68 

Produ&lion 
( Valw in lokhs qf rupusl 

110.210 
92.630 

171.960 

Salu 
( Valw in lokhs of rupus) 

120.432 
89.792 

153.020 
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Working Ruults. 
13.82 The working results of the Company show that the Company· was 
running at a loss ofRs. 16.88lakhs dunng 1967-68 compru:ed to a net profit 
ofRs. 11.53lakhs during 1965-66 and Rs. 0.39lakhs during 1966-67. 

Expansion Programme. 
13.83 During 1966-67 a caustic soda plant was commissioned with the result 
that the Company was able to raise production from 40 to 65 tonnes per day. 
The capacity can further be increased to 100 tonnes if the required quantity 
of mercury can be made available. As regards hydro-sulphate the production 
capacity bas been raised from 3 to 10 tonnes per day from August 1968 onwards. 
Probkms. 

13.84 The Company suffered a power cut for a period of 175 days in 1965-66 
with the result that there was a loss in production of 3, I 00 tonnes of caustic 
soda, 2,500 tonnes of chlorine and 190 tonnes of sodium hydro-sulphate. As 
a result, the turnover of the company declined and there was a loss in profit 
to the extent of Rs. 6 Iakhs. There was labour strike during 1966-67 which 
lasted for I 00 days. This coupled with power cuts and shortages of mercury 
resulted in the reduction of profit during 1966-67. Even though there was 
considerable increase in production and sales during 1967-68, the Company 
sustained a loss of Rs. 16.88 lakhs. The reason for this loss has to be traced, 
and remedial action taken to avoid such losses in future. 

13.85 The financial results of the Company for the years 1965-68 are 
given below:-

1965-66 1966-67 1967-68 

Flnaacial posltioa 
(Rs. in lakhs) 

Liabililiu 

(a~ Paid up capital 124,09 200.00 200.00 (b Reserves 8i surplus 31.83 29.95 28.33 !:J) Borrowings 216.62 198.86 279.53 Trade dues and other 
current liabilities 145.27 178.03 198.11 

Total 517.81 606.84 705.97 
AJIIIs 

(a~ Groos Block 263.20 280.94 628.82 Lets Depreciatioa 150.21 !~~ Net fixed asseiS 112.99 166.30 195.24 114.64 433.58 (d Cattal worb in progress 298.92 397.51 
(e) 0 cr usciS (inlangibl•) 112.13 
(f) Cum:nt aaell, Loans & 14.51 

advances 105.92 9-1-.69 145.75 
Total 517.81 606.84 705.97 
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1965-66 1966-67 1967-68 

Capital emploYed 73.62 
(Rs. in laklu) 

83.84 381.22 
Net worth 155.92 229.95 213.82 

D. Capital structure 
Debt-equity ratio 217:124 0.9:1 7:5 

rD. Liquidity & solvency 

(a) % of current assets to 
10.2% total net aii!Sets 15.6% 20.6% 

(b) % of current assets to 
current liabilities 73.1% 53.3% 73.3% 

IV. Working results 

(a) Profit Wore tax ( +) 
+11.54 +0.39 -16.88 

Loss(-) 
7.30 1.80 (b) Provision for tax 

(c) Profit after tax ( +) 
+4.24 -1.41 -16.88 

Loss (-) 

v. Cost treads 

(a~ Sales 120.43 89.79 153.02 
(b Leu profit before tax 

0.39 11.54 16.88 
Add Loss 

(c) Cost of sales 108.89 89.40 169.90 
(d) % of coot of sales to sales 90.8% 99% 111.1% 

-
VI. Inveutoo:y & production 

(a) Raw materials 29.53 24.64 36.45 
(b) Stores and spare parts 36.32 37.82 36.92 
~c) Goods-in-progress 0.49 2.20 14.43 
d) Finished goods 3.52 6.10 6.71 

Total 69.86 70.76 94.51 

VII. Saaclry debtors 2.54 6.07 8.94 

Suggestions for improvement in the working of the company. 

13. 86 (i) As regards the shortages of mercury, necessary facilities will 
have to be provided by the Government for getting materials. 

(ii) The percentage of cost of sales to sales revenue has been increasin~ 
year after year. The percentage was as high as Ill . I% 
during 1967-68 as against 90.8% during 1965-66. Immediate 
steps will have to be taken to bring down the cost of sales by 
appropriate management and marketing action. 
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The Travancore Titanium Products Ltd., 
Trivandrum 

13.87 This is a company in which. the State Government h?lds more 
than 50 per cent of the total paid up capital. The paid up capital of the 
company by the end of 1967-68 was Rs. 93.25 lakhs out of which the Kerala 
Government had shares to the value of Rs. 60 lakhs. The main products 
of the company are titanium dioxide and sulphuric acid. 

13.88 The production and sale of the company during the last few years 
are as given below:-

Production in tonnes 
Sales in tonnes 
Sales value (Rs. in lakhs) 

1965 

4,776 
4,453 

130.51 

1966 

4,017 
4,229 

137.08 

1961 

3,370 
3,467 

. 150.07 

The installed capacity of the factory is 18 tonnes of titanium dioxide per 
day. Owing to shortage in raw Jllllteriais, plant breakdowns, labour strike 
and lock-out, etc., there has been some under-utilisation of the machine capa
city. ·However, the working result of the company shows that the company 
earned a net profit of Rs. 12.74 lakhs during 1966-67 as against Rs. 8.92 
lakhs during the previous year. 

' Pricing policy. 

13.89 The policy is to fix a price to cover full cost plus an adequate margin 
to cover other commitments of the company. 

Cost of production. 

13.90 The cost of production per tonne of the product of· the company 
based on the current performance is approximately caluclated as-

Fixed cost Rs. 1,000 
Variable cost Rs. 2,000 

13.91 T~e committee on public undertakings has observed that the cost 
of production of the T~vancore Titanium Products is higher when compared 
to the cost. of p~duction for the comparable product in other countries like 
Japan! Umted Kin~on and West Germany where they are importing raw 
materials from outside. 

Expansion schmM. 

13.~2 P~ary steps .have been taken for implementation of a scheme 
for mcreasmg the production of the company from 6 000 tonnes per annum 
to 24,000 tonnes Titanium dioxid~ per annum. This' requires an investment 
of Rs, 625 lakhs and the scheme IS expected to be completed during 1970. 
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13.93 The financial results of the company during 1965-67 are given below: 

1965 1966 1967 

(Rs. in lakhs) 

I. FIDa.aclal position 

Liabilities 
(a) Paid up capital (equity): 73.25 93.25 93.25 
(b) Reserves and surplus 52.42 55.94 .63.02 
(c) Borrowings 40.80 32.50 16.97 
(d) Trade dues 42.27 66.07 65.86 

Total 208.74 247.76 239.10 

Assets 

(a) Gross block 212.12 213.40 214.21 
(b) Depreciation 127.49 142.84 154.62 

(c) Net fixed assets 84.63 70.64 59.59 
(d) Capital works in progress 2.09 2.85 4.23 
(e) Other assets 0.19 0.18 0.22 
(f) Current assets, loans and 

advances 121.83 174.09 175.06 

Total 208.74 247.76 239.10 

Capital employed 164.19 178.66 168.79 
Net worth 125.67 149.19 156.27 

u. Capital structure 

Debt-equity ratio 0.6:1 0.3:1 0.2:1 

m Liquidity & solvency 

(a) % of cmrent assets to 
70.3% total net assets 58.4% 73.2% 

(b) % of current assets to 
current liabilities 288% 263% 266% 

IV. Working results 

(a) Profit before tax: 23.43 24.94 33.68 

(b) Tax provision 15.76 16.21 21.00 

(c) Profit after tax 7.67 8.73 12.68 

(d) % of profit before tax 
(i) To sales 17.9% 18.2% 22.4% 

(ii) To gr03S fixed assets II% 11.7% 15.7% 



v. cOst -.Ia 

(a) Sales 
(b) Less Profit before tax 

l~) 
Cost of .ales 
% of cost of sales to sales 

VI. Inventory & proclactlon 

lb) Raw materials 
Stores and spare parts 

ic) Good>-in·Foo',t"" 
d) · Finished goo 

(e) Others 

Total 

314 

1965 

130.74 
23.43 

107.31 
82.1% 

12.82 
26.69 

7.93 
15.17 
0.28 

62.89 

1966 

(Rs. in lakks) 

137.25 
24.94 

112.31 
81.8% 

7.99 
29.52 
6.16 

I 1.91 
0.20 

55.78 

1967 

150.12 
22.68 

116.44. 
77.6% 

14.87 
32.95 
6.34 

12.46 
0.17 

66.79 

vu. Sundry debtors 31.65 22.47 24.64 

[ 3 . 94 Suggestio11 for improverMnl in the working of the compa11y. 

(i) The cost of production for the company's product at present is 
comparatively higher and so effective steps should be taken to 
reduce cost of production. · 

(ii) There is substantial potential demand for the company's prducts 
and so effort should be made for increasing sales through a 
vigorous marketing effort, particularly in respect of export sales, 
supported by a programme of cost reduction. 

United Electrical Industries Limited. Q.uilon 

13.95 This is a public limited company with an authorised capital of . 
Rs. 25 lakhs. The paid up capital of the company is Rs. 22.9 lakhs of which 
the Government of Kerala holds shares worth Rs. 14. 75 lakhs. The main 
products of the company are meters and starters. 

13.96 The production and sales of the company for 1965, 1966, and 1967 
are given below : 

1965 
1966 
1967 

Production 

MeiLrs 
(Nos.) 

66,246 
45,978 
65,098 

"starttrs 
(.Nas.) 

3,937 
9,197 
6,689 

·Sales 

Meters Starkrs 
(Nos.) (Nos.) 

76,680 3,880 
53,915 8,756 
68,645 6,678 
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Working Results. 

13. 97 The net profit after tax for the company during the last three years 
(1965-67) is as given below: 

rear 

1965 1966 1967 

Profit before tax (Rs. in lakhs) 0.02 1.36 8.77 
Profit after tax (Rs. in lakhs) 0.01 0.38 3.77 
Percentage of profit before tax 

to sales 0.1 ~-0 3.9% 15.8% 

The Financial position of United Electrical Industries Limited, Quilon 

1965 1966 1967 

( R.s. in /okils) 

I. Financial position 
LU.bililies 

(a) Paid up capital 18.90 22.90 22.90 
(b) Reserves & Surplus 5.58 6.11 8.58 
(c) Borrowings 12.30 13.71 11.49 
(d) Trade dues 5.51 5.87 14.89 

Total 42.29 48.59 57.86 

Assets 
(a) Gross Block 15.92 16.40 18.23 
(b) Less depreciation 6.68 7.47 8.53 

(c) Net fixed asset 9.24 8.93 9.70 
(d) Capital works in progress 1.09 
(e) Current assets, loans & 

advances 33.05 39.59 57.86 

Total 42.29 48.59 57.86 

Capital employed 36.78 42.71 42.97 
Net worth 24.47 29.00 31.48 

u. Capital structure 
Debt-equity ratio 0. 7:1 0.6:1 0.5:1 

UL Liquidity & solvency 
(a) % current assets to total 

net assets 78.2% 81.2% 81.3% 
(b) % current assets to current 

liabilities 268.6% 600.1% 675.6% 
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1965 1966 1997 

(Rs. inlakhs) 
IV. Working reoults 

0.02 1.36 8.77 ~a) Profit~"!"' tax 0.01 0.98 5.00 ~ Tax proVlSlon 0.01 0.38 3.77 (e Profit after tax 
( ) Percentage of profit before 

0.1% 3.9% 15.8% tax to sales 

v. Costtreuda 
32.23 35.76 55.47 (a) Sales 

(b) Less Profit before tax 0.02 1.36 8.77 

(~ Cost of sales 32.21 33.40 46.70 
( ) Percentage of cost of sales 

99.9% ·96.4% 86% to sales 

VL Inventory & production 
9.58 12.27 12.31 (a) Raw materials 

(b) Stores and spares 10.10 12.43 15.28 
(c) Goocb-in-proccss 0.06 0.09 0.03 
(d) Finished goods 3.08 2.19 0.78 
(e) Others 1.07 1.27 1.44 

Total 23.89 28.25 29.84 

vu. Sundry debtors 6.03 8.20 14.52 

13.98 As can be seen from the following table, while profit before tax 
has been showing a continuous inprovement during the three years, 1965 to 
196 7, cost of sales as a proportion of total sales value also declined. Thus, 
it would appear that there are bright prospects for the future growth of the 
industry. But, the restricted size of the local market is likely to be a stumb
ling block in the continued expansion of the company. 

Problnns. 

(a} Sales 
(b} Profit before tax 
(c) Cost of sales 
(d) Percentage of cost of sales to 

sales 

rears 

1965 1966 

(Rs. in lalchs} 
32.23 35.76 
0.02 1.36 

32.21 34.40 

99.9% 96.4% 

1967 

55.47 
8.77 

46.70 

86% 

13.99 Due to the slump in the meter industry in India and due to 
severe competition the company was not in a position to earn sufficient 
profit during 1965 and 1966. But during 1967, the company earned a 
net profitofRs. 3. 77lakhs (after tax}. The main reason for the set back 
of this industry has been inadequate demand, with the result that the 
price per meter has been reduced considerably. But the company ~ 
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diversified the products and at present the company is manufacturing 
N. S.D., OSR, ATS and N.D. Motor starters and Polyphase 3 wire 
and 4 wire meters in addition to aingle phase meter. Thus the company is 
able to earn profit during 1967-68. 

Suggestio11S for improvement in lhe working of the company 
13.100, 1 Since the main problem of the company is the restricted size of 
the local market, efforts should be made to capture new markets outside the 
State. 

2 Due to diversification of the product line the company was able 
to earn substantial profit during 1967-68. Though further diversification of 
product line involves difficulties there is no escape from continuous search 
for new items on the product line. 

3 Efforts ·should also be made to reduce further the cost of' 
production. 

Summary of conclusions and recommendations. 
1 The performance of public sector undertakings in Kerala, measured 

in terms of dividend re<llisatioBS on share C<lpital contributed by the 
Government and payment of interest on loans, has been very unsatisfactory. 

(Paragraph 13.3) 
2 Instead of becoming an expanding source of additional resources for 

the Government, public sector enterprises in general have remained as a 
drag on the State's resources. 

(Paragraph 13. 7) 

3 The primary task of the Government should be to ensure that the 
investment! on the public aector undertakings become revenue-generating 
assets, thereby enabling the Government to raise more non-tax revenues. 

(Paragraph 13. 7) 
4 · The present system of control of the Government companies through 

Govemmena director5 is completely incompatible with the objective of 
running them in a co-ordinated manner and on profitable commercial lines. 

(Paragaraph 13. 9) 
5 The role of financial advisers should be played by persons who are 

not only experts in the field of financial managment, but who have, in 
addition, adequate experience in indwtrial management and marketing. 
Modern financial management should be introduced as a necessary element 
in the day-to-day management decision-making of the public undertakings, 
rather than as an "e:'<tendcd arm" of the bureaucratic control mechanism of 
the Governme11t. 

(Paragraph 13.10) 
6 The Govel'nment of Kerala may identify those recommendations of 

the Administrative Reforms Commission which have relevance to th! 
Government undertakings in the State and initiate appropriate remedial 
measures. 

(Paragraph 13 .11) 
4f348JS. 
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7 There is scope for integrating some ~f the. public sector. concerns in 
Kerala into "sector coq;or:otions" in order to brmg about max1mum opera
tional economics, better personnel management and so on. 

/ (Paragraph 13 .12) 

8 There is a strong case for setting up a "sector corporation" by in~e
grating the proposed forest corporation, the existing Forest Industnes 
(Travancore) Ltd. and the Plantation Corporation of Kerala. 

- (Paragraph 13 .13) 

9 The case studies of twelve Government industrial concerns in Kerala 
indicate that, in respect of some of the most crucial areas of management 
action, the present practices are not only conservative but even primitive. . 

(Paragraph 13 .15) 
10 It is necessary to detect the causes for the defective working of each 

public sector undertaking and to take immediate action to rectify the defects 
so that the performance of the companies could be made more satisfactory. 

(Paragraph 13.17) 
. 11 The top management of each company should have qualified experts 
in fields like finance and accounts, planning and personnel management and 
labour administration. At least the major public sector undertakings should 
have the following categories of personnel:-

(a) Economists and statisticians having specialisation in marketing and 
operations research. . 

(b) Chartered and cost accountants with specialisation in management 
accounting. 

(c) Personnel managers and labour welfare officers. 
(d) Materials management experts. 
(e) 1'!-dustrial engineers having knowledge in work study and producti

VIty. 
(Paragraph 13. 17) 

12. A m~nage':lle'!-t cad_re may be created for ·running all the commercial 
and mdustr•al uDJts lD whtch the Government of Kerala has effective control. 
All. ~fficers in the Government administrative services may be given option 
to JOID the mana~ement cadre. Once they are absorbed in the new cadre, 
they should not be transf•rre~ back to general administration. Recruit· 
ments may also be made from mdustry and trade. 

(Paragraph 13 .18) 
13 The cost ofp~odu~tic:>n ofvanaspathy in the Hydrogenation unit of 

Kerala So.aps and 01ls Lim1ted, may be reduced, especi.Jly by utilisation of 
full capaaty. 

• . . (Paragraph 13 . 30) 
. .14 There ts a v1tal need for 1mproving the sales and marketing organisa

tion of the ~hove company. Also, a re.'Carch and developm t ti · h 
to be organl.Sed. en sec on as 

(Paragraph 13.30) 
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15 Export possibilities for the products of the above company .may be 
explored. 

(Paragraph 13. 30) 
16 Efforts should be made to introduce product planning in the Kerala 

Electrical and Allied Engineering Company Limited and to reduce the cost 
of production of the company's products. 

(Paragraph l3. 37) 
17 It is necessary to improve the quality of inspection at the v~~ious 

stages of production in the above company. 
(Paragraph 13. 37) 

18 The sales organisation of the above company should be improved. 
(Paragraph 13.37) 

19 The Electricity Board should ensure regular supply of power to the 
Kerala Ceramics Limited. 

20 The imbalance in the working of the 
minimised by enhancing the kilo capacity. 

(Paragraph 13.42) 
above company may be 

(Paragraph 13 .42) 
21 To improve the quality of the products of the above company, it is 

necessary to install a ceramic transfer picture manufacturing plant. 
(Paragraph 13.42) 

22 It is also necessary to modernise the method of mining and washing 
the china clay. 

(Paragraph 13 .42) 
23 Every effort should be made by the Kerala Ceramics to capture home 

and foreign markets by adopting modern marketing systems. It is also 
necessary to improve its products by research and development. 

· (Paragraph I 3 • 42) 
24 The staff requirement of the above company may be assessed properly 

and steps taken to absorb the surplus personnel in future vacancies. 
(Paragraph 13.42) 

25 The Travancore Plywood Industries Limited, should utilise its full 
machine capacity and improve the sales organisation with a view to 
enlarging the market for the company's products. 

(Paragraph 13. 49) 
26 There is need for substantial improvement in the management 

practices of the above company, especially in the area of product planning. 
(Paragraph 13. 49) 

27 It is imperative that the Trivandrum Rubber Works Limited, 
expands the production of cycle rims, as the rim unit of the company is the 
most profitable one. Attempts should also be made to capture more 
markets. 

(Paragraph 13.54:) 
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28 The pricing policy of the Trivandrum Spinning Mills Limited, should 
be re-examined with a view to avoiding loss to the company. At the same 
time efforts should be made to reduce the cost of production by product
planDin.g and increasing t~e c:fficiency of the production, function besides 
improvang the sales orgamsataon. 

(Paragraph 13 . 60) 

29 The Forest Industl'ies (Travancore) Ltd., should make efforts to 
diversify its products and to increase production. Every endeavour should 
also be made to capture more markets. 

(Paragraph 13.66) 

30 The Pallathra Bricks and Tiles Limited, should try to reduce the 
cost of production by the application of r modern technology and by double 
shifts, besides pupularising its product by intensive publicity and other 
measures. 

(Paragraph 1 '3. 70) 

31 Attempts have to be made by the Traco Cable Company Limited to 
capture markets by improving its marketing system, 

(Paragraph 13. 77) 

32 The' Government will have to initiate necessary steps to ensure a 
steady supply of mercury to the Travancore-Gochin Chemicals Limited. 
The company should bring down the cost of sales by appropriate manage· 
ment and marketing action. 

(Paragraph 13 .86) 

33 The co~t of production of titanium dioxide manufactured by the 
rravan~re Ta~naum Ptodu~ts Ltd. should be reduced by appropriate 
nanageraal action. There as also need for a vigorus marketing effort 
articularly in respect of export sales. 

(Paragraph 13.94) 

34 The United Electrical Industries Limited should make efforts to 
pturc new markets outside the State. 

(Paragraph 13.100) 

35 Th~ above company should continuously search for new items on the 
£due! hne. Efforts should also be made to further teduce the cost of 
'.lduchon. 

(Paragraph 13 . I 00) 
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CHAPTER. 14 

FOREST 

History of forest management: 

14.1 From very ancient times the timbers of our forests we1e renowned for 
their quality and they formed one of the major commodities of export to 
foreign coun~ies. The wealth of the forests attracted many foreign traders 
to this country-the Arabs, the Portuguese, theDutch.and lastly the British
and a flourishing timber trade developed with the western countries. Vast 
forest areas were opened up and trees like teak and rosewood were felled 
and exported in considerable numbers. The eighteenth century witnessed 
an unprecedented depletion of our timber resources particularly in the 
Malabar area which came directly under British mle after the fall of Tippu 
Sultan. In fact the forests were looked upon as an inexhaustible .treasure 
for meeting the timber requirements of the 'merchant navy>. The damage 
caused by the irrational extraction of timber was realised only by the 
beginning of the nineteenth century. By then the stock of valuable trees 
like teak which took more than half a century to mature was mnning out. 
This brought home to the authorities the necessity for conservation offorests 
on scientific lines. A system of forest management was therefore introduced 
by the British Government in Malabar District. 

14.2 The seeds of the first teak plantation in the country which marked 
the advent of a new era in Indian forestry were sown in 1842 at Nilambur 
in Malabar, &.hanks to the farsightedness of Collector Conolly and the 
untiring zeal of Chathu Menon his forestry assistant. This is the world's 
oldest teak plantation. The extraction of timber. was done on kuttikanom 
(permit) system by private persons. Departmental working down of timber 
was first experimented in Malabar only in 1873. In 1882 the Madras 
Forest Act was passed on the model of the Indian Forest Act and reservation 
of forests commenced soon after. The administration of the forests became 
more systematic and definite schemes of management or working plans were 
formulated and put through. But many forest areas bad fallen into the hands 
of private individuals. The protection and preservation of these private 
forests remained a problem which was aggravated with the passage of time, 
In 1946 the Madras Preservation of Private Forests Act was passed for 
regulating the management of private forests. But even this enactment was 
hardly effective in checking tbe over-exploitation and depletion of the 
resources of the private forests in Malabar. 

14. 3 In the former Cochin State, the history of forest management begins 
from 1813 when a Superintendent of Forests was appointed. fill then the 
forest areas used to be leastd out for exploitation to contractors for specific 
periods on payment of a lump sum. This had led to a gradual but reckless 
destruction o! forest wealth. The departmental system of extraction of 
timber was therefore introduced ill 1813, but this was confined to teak only. 
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Some improvements in the system were brought about in 1835. While 
monopoly treeS-teak, ebony and blackwood-were ~rked down depart
mentally permit system was introduced for the extraction of other kinds of 
timber. The removal of firewood and the coll~ction of minor fore_st produce 
were done by contract system. Refinements 1n the system .were mtroduced 
over the years. Towards the end of the 19th cen~ury plantmg of teak and 
other regeneration works were taken. up on a hnuted scale. In 1905 the 
Cochin Forest Act was passed and the forest a~ministration _put on a 
scientific basis. The system of marking trees for fellin~ ~y supmor. ~cers 
of the department was introduced. The forests were diVIded mto QlVISIODS, 
and qualified persons were appointed to be in charge of them. In 1907 a 
tramway was opened fr001 Ch~ku~y to Parambikulam ~ facilitate the 
transport of timber from the mter•or forest areas, (ThlS was, however, 
abolished recently.) . 
14.4 In Travancore the opening of a timber depot at the port of Alleppey 
towards the close of the 18th century marks the beginning of systematic 
exploitation of the forest resources by the State. To prevent indiscriminate 
removal of teak whicll was a royal tree its extraction was done depart
mentally. There were no restrictions in regard to the removal of other trees 
except for the payment of a light river duty when conveyed by water, Later 
on, seignorage rates were fixed for jungle wood and permits were issued for 
felling and removing them. Regular planting of teak was first begun at 
Malayattur and Konni since 1865, Shifts in the policies relating to extraction 
of timber characterised the latter half of the nineteenth century. It was a 
period of trials and experiments of various systems-contract system, depart
mental wo1·king, seignerage system-and their permutations and 
combinations. .In 1883 a conunission was appointed to suggest measures for 
better management of forests. Based on the commission's recon~mendations 
a Forest Act was enacted in 1887. The administrative set up of the Forest 
Department was also reorganised on the pattern of the forest administrations 
in the British Provinces, Since 1920, working plans were drawn up and the 
forests were put under scientific management, · 
14.5 During the period of the Seccind World War there was large-scale 
felling of timber in all the constituent parts of Kerala State. In Cochin and 
Travancore extensive forest lands were cleared and leased out for cultivation 
under tlte 'Grow More Food Campaign'. This development was to have 
far-reaching consequences in the years to come, because it paved the way for 
I arge,-scaJe encl"?achments into the resc;rved forests, The pressure of the 
growmg population on the forest boundaries could not be effectively resisted 
and the protection of forests has become a difficult problem. The various 
hydro-electric and irrigation projects undertaken in more recent times too 
did have their share in bringing down the a~ea under forests; not only wer~ 
large areas submerged under water, but hitherto inaccessible regions were 
opeaed up and became centres of human activity. · 
14 6 Following the integration of the States of Travanc~re and Cocllin a 
unified Forest Act was ~ed in 1952. In 1961, the Kera1a Forest Act 
replaced the Travancore-Cochin Forest Act and the Madras Forest Act in its 
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application to Malabar. The Madras Protection· of Pdvate 'Forests Act 
continues to operate in Malabar where the area of private forests exceeds 
that. of Government reserves. The provisions of this Act were not effective 
enough and the depletion of the private forests continued unabated, with the 
result that many of the areas are now forests only in name. Becau e of the 
·existence of private forests, the Government fotests in Mal<. bar escaped the 
onslaught of the land-grabbers unlike iJ.l Travancore and Cochin. A scheme 
for the nationalisation of private forests in Malabar for bette;· management 
was included in the State's Third Plan but was not implemented. The 
necessar.y legislation is on the anvil and the proposal is included in the draft 
Fourth Plan. 

14.7 Nature has endowed Kerala with rich natural evergreen forests 
which, if scientifically managed and prudently exploited, will provide not 
only a steady source of Government revenues but also a stable base for the 
State's industrial and economic development. In point of yield the forests 
ofKerala occupy a pre-eminent position. According 'to the J.iand Book on 
Forest Statistics (1961) the average annual yield per acre from the forests of 
Kerala is Rs. 10.61 as against the all-India average ofRs. 2.77. It is the 
proverbial hen that lays the golden egg, and it is necessary to curb the 
tendency for over-exploitation. In other words, the forests will have to be 
tapped and exploited jn the most economic manner so that a steady revenue 
is assured over the years. This underlines the need for regeneration works 
to replenish the capital stock. 

14.8 Forests have come to be considered as something mo•·e than a source 
of revenue or national wealth: Its role in the control of climatic conditions,· 
in the .regulation of water supply to the river systems, in the checking of 
floods and soil erosion as well as in the protection of watersheds etc. has been 
recognised. The maintenance of an optimum size of forests has thus become 
a national necessity. A National Forest Policy for India was therefore 
evolved in 1952 which envisaged an optimum of 33 1/3 per cent ofland 
under forests. According to the Hanc;l Book on Forest Statistics (1961) 
published by the Forest Research Institute and Colleges, Debra Dun, the 
total forest area including private forests of Malabar is 32.4 per cent as 
against 24 per cent for all-India. Out of the total forests in Kerala the 
exploitable forest area is 84.5 per c•:nt and the potentially exploitable area 
15.5 per cent. 

14.9 The demarcation of forest· boundaries after excluding the areas 
already encroached upon or leased out is under way. We understand that a 
scheme for selecting arable lands within the reserve forests for allotment for 
cultivation is under consideration. Thus the indicatioas are that there will 
be a further shrinkage in the area of the reserv·~ forests. With the high 
density of population and the low !and-man ratio in the State the scope for 
extensive forestry is limited and the State is left with the only alternative of 
intensive forest management. 
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Probllms of Forest manogtm~nt, 
14 10 <kiticisms were made about tho policies and practices of fo;I"est 
~nagement by informed persons who gave evidence before.us. Suggestions. 
were abo made for improvement of the revenue potential of the forests. 
These may be briefly recapitulated here. . 

(') There is no clear cut policy in regard to the protectwn of forests. 1 
Though official policy declarations have alwa¥s affi~ed the 
Government's determination to preserve the ii>rests m tact, m ac~ual 
practice there has been a ~nd~cy to cundo_!le unauthoriSed 
occupations of forest lands, wh1ch m turn has sttmulated further 
encroachments by the land-hungry people. 

(ii) The industrial potential of the forest ;·esources has not been properly 
recognised while drawing up sche~es of forest managCID;ent. ~ 
patterns of planting and regeneratiOn works should be designed w1Ch · 
an fl'/e on the needs of industries. 

(iii) The wasteful and crude method; adopted for extraction of timber 
should be replaced by modem techniques. 

(iv) The entire process offelling, transpo:ting and selling timber may be 
done depa;:tmentally. 

(v) The minor forest produce may be collected departmentally and 
auctioned at the depots. 

(vi) Planting pepper vines and cardamom in suitable:forest areas may be 
done to augment revenues. 

(vii) A fee may be levied on cattle grazing in forest lands. 
(viii) Smuggling and pilferage of forest produce may be effectively 

checked. 
We now proceed to examine the pt·oblems of forest management in the light 
of tho above views. 

(a) ConsmHJiion of Joruts. 

14.11 Attempts at controlling the exploitation offorests were made only 
within the Ian hundred and fifty years. Till then the forests were treated as 
no man's land which was 'free-for-all'. Wh•!n, with the growth of pop11Iation, 
the pressw·e on land inCleascd, enterprising persons turned to the virgin 
forC!lt lands. Reference has already been made in an earlier paragraph to 
the circumstances undet; which the floodgates of encroachments offorest 
lands have been opened m more recena times. The following extract from 
the reply to our questi~~e. received from the AgriCll)ture (Forest) 
Department of the Sccretanat md1cates the order of deforestation that has 
~aken place as a result of various factors. 

"D11ring the la!l two decades. our forests have been subjected to 
heavy destru~t1on by the land-hungry people. The Grow More 
Fooc! Camp;ugn ~tarted !omewhere about 1945 depleted a vass area 
of r1ch forests m Kottayam and Malayattur divisions. The areas 
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aUotted for leases became the nuclei for expansion into surrounding 
forests. The allottees, under the guise of rising food crops, 
converted major portions ofleased areas into coffee, cardamom and 
rubber plantations. Large areas of forests have been cleared for 
reservoirs of hydro-electric. and irrigation- projects ..•.•.••.••• ; ,; 
Though, on paper, the total area constituted as reserve forest is 
9,018.49 sq. km., the effective reserve forest at present is only 
8,068 sq. km., since 950 sq. Jan. has already been released and 
deforested under Grow More Food Scheme, .rubber plantations 
irrigation projects, power projects, encroachments etc. The Special 
Officer for selecting arable lands within the reserve forests for 
allotment for cultivation has recoiiiiiiended 3- lakhs acres of our 
forests to be cleared for- cultivation which comes nearly to 
1,250 sq. km." 

14.12 We find that the problem of encroachment of forests has been 
engaging the attention of the Government from time to time. Special officers 
were appointed to report on the measures to be taken. Special staff was 
appointed to survey and demarcate the boundaries. Even a Parliamentary 
committee had studied the problem and made recommendations. But, 
despite the official declarations of policy and the efforts made by the 
department to implement the policy, there has been no visible improvement 
in the situation. Unauthorised occupations have continued and are 
continuing posing a serious threat to the integrity of the forests, We consider 
that it is high time that Government take a clear stand on the matter, declare 
its policy in unambiguous terms and adhere to it at all costs. The 
demarcation of the reserve forests should not be dragged on indefinitefy, but 
should be completed as quickly as possible, especially since there are pockets 
of habitation within the forests, besides occupations all along the periphery. 

(b) Fttrest manag1mmt policy. 
14.13 The policy of forest management since the beginning of the present 
century has been one of ensuring a sustained yield without destroymg the 
protectional or productional capacity of the forests. Regeneration and 
replantation activities are carried on with the object of replenishing the stock 
of timber Jesources as it gets depleted over the years by the felling 
programmes• Unlike agriculture forestry involves the cultivation of a long 
term crop; the yield is not realised in a year or two and often the time-Jag 
between sowing and harvesting is several decades. The management of the 
forests cannot therefore be left to the individual judgment of frequently 
changing departmental personnel. There should be continuity of 
management and it is to ensure such continuity of operation that working 
plans are prepared for each division. Working plans are formulated for 
varying periods of time: earlier it covered a twellty·year period. Recently 
the working plans are prepared for shorter periods of 15 years or 10 years. 
The working plan gives the history and results of past management and sell
forth the programmes for the next ten or fifteen years. According to the 
type of forests and its suitability fo1· a particular me$hod of management, the 
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area covered by tlie wc.rking plan is ·diVided into wo;·king ~ircles. .Are8!' that 
can be fully cleared and planted up come under 'converSion workmg circles' 
and areas where only felling of mature trees Is ca&d for, .come under 
'selection ~orking cirdes'. The wo•king circles are divided into what are 
known as 'felling S~:ries• ·which comprise · •a number· · of coupes, one or 'In ore 
being taken up annually. Thus the working plan is a scheme of management 
of for!=sts aiming at continuity of policy; and treatment. 
14.14 Till the advent of the Five'Year Plans, all'forestryoperationa were 
carried out strictly in ·accordance with the prescriptions contained in the 
working plans. The large-scale clearance of forest areas' for hyde! projects 
was a development not envisaged in any of the working plans. Also, 
as part of the Five Year Plans,· raising of· plantations of teak, 
eucalyptus etc. on a large· scale was decided . upon~ ·and the areas 
selected for thCS~: plantations had to be cleared up; · In· 'these circum• 
stan~ selection .felling and other regeneration, works in the nol"mal divisions 
were either postponed or staggered. The_ problem of. co-o:irdinating the 
prescription• in the working plans with the Five Year. Plan schemes is one 
which i1 comrnon to all State Forest Departments in, India. . The· po~sible 
solution is to prepare a Master Plan for the forestry sector covering a- much 
longer period and when working plans are prepared, the objects and schemes 
of the management can suitably be altered. on the basis of f!Chedules and 
programmes contained in the Master Plan. The Master Plan ·should .00\•er 
all_ developmrnt schemes either dirrctly or indi1ectly related to forestry 
operations that had been implemented during the va~·ious P,lan periods- and 
that are likely tp be introduced in future. . "J he drawing up ·-of a Master 
Plan_\•ould thus help to carry out forestry operations on more svstematic and 
aci~ntific lines. · · 
14 .. 15 . .Forest management on "sustained yield basis" implle! that .. only the 
im rement of wood should be exploited annually or periodically- leaving the 
capital stock unexploited. The per capita growing· stock.: ii s-;53'-cubic 
metres and per capita wood incrementO; 03S·cubic metre.·, So,if.our forests 
are managed according to the above system of management, -our,. require
ments of forest produce can never be met. A! a matter of fact no survey of 
our requirements vis-a-vis the existing reso-arces has been made so far; nor 
.have any atttmpts been made to link up fo~estry policies with. industrial pro,. 
gra!!lllles. The Department's major preoccupauon till recently has been 
planting teak;· a departure from this policy was made only during ,the • Third 
Plan pe:iod when eucalyptus plantations were raised in the grasslands of 
Peermade. The forests can provide valuable raw materials for a ·variety of 
wood-based industries.· In the absence of corr_elation between industrial 
schemes and forestry programmes, a situation -may arise whe-.·c industries 
depend;ng on the forest resourcet may find them-elves faced. with acute 
short. ge of raw materialllike softwood or bamboos, forcing theni- to close 
down for short periods or even permanently. 1 he reprCS~:ntatives. of the 
industry who met the Committee have expressed their-apprehensions of such 
a situation developing. The plywood factories in· the. State are. even now 
finding it difficult to get Ullintcrrupted supplies of -softwood of the required 



327 

type. We would therefore recommend that a comprehensive survey of the 
existing forest resources with particular reference to tlie·r,:quirements of the 
industries m'ly be con iucted and that the forestry schemes be .ad.pted and' 
attuned to the State's economio and industrial ·development;: Improvement 
and diversification of the forest stock to cater to the needs of a JrOwing 
industrial sector should .. be the guiding principle in the fonnulatlon and 
implementation offorestry policies. This takes us on to the nerd for research; 
a field which ha• been sadly nee;Iected in the past. A properly organised 
and equipped research wing will impart greater dynamism and develop new 
orientations in the forest management policies. · 

(c) Utilisation of forest resources. 

14 .. 16. It has been pointed out that the methods of extraction of timber are 
primitive and lead . to considerable wastage. Felling of trees and other 
operati ms are done by implements operated by .hand. As a. result the 
stumps of trees and the chippings of wood go to waste. It is sta ed that, in 
case all these operatbns are ll'echanis~d as in the advanced count':ies of the 
world, the wastage would be minimised. The departm~r.tal representati\'CS 
with whom we dtscussed the matter are of the view that the Ia• ge size and 
hard quality of the timber as well as the rugged terrain of the fo .. est land• 
(with a series of ups and downs) make. mechanisation of the felline and 
transporting processess difficult and uneconomical. Moreover con clition< in 
the State are not conducive for such a change involving the displacement of 
manual labour. In view of these factorq we do not suggest .the a !option of 
modern sophi,ticated techniques at pr~sent. At the s.•me time, efforts 
should b~ made' to put the trimmings and other waste materials to rconomic 
u~iliaation for which .the department may devise suitable measures. . · ·. 
14.17 A suggestion has been mafle that a fee may be levied on cattle· 
grazing in forest lands. It is stated that such a fee is imposed· in respect of· 
cattle coming from outside the State to the border ·forest areas for grazin • 
purposes. - While, no doubt, the suggestion would· merit cons detation on 
revenue grounds .. the adverse consequences such a meamre may have on the 
protectional a~pect of forestry cannot be il(nored. .The levy' of a graz•ng fee 
would, in effect, mean giving right ef access to persons to the forest areas 
and it will be practically difficult to guand against pilferage of forest 
produce. We do not therefore crnsider it advisable to permit grr.zing in 
forest territories except in areas containing large str< tches of grass lands 
which can be converted into grazing circles, We therefore suggest that the 
facilities now provided in this mAtter should be withdrawn except in gtazing 
circles and that instead a system may be introduced under which grass is 
cut down under departmental supervisiQn and sold to cattle owners. 
14.18 The 'right of collecting minor forest produce (lac; honey, wa:.:, 
horns, hides, etc.). is now auctioned. It has been sug<:e.;ted th4t the. e may be 
collected dep•rtrnentally and sold in auction at the Government d· P"ts. We 
find that the d• partmental colectir•n of minor produce "ould throw co'l
siderable responsibiltti.-s on the staff even though the quantity and the value 
of the produce may not be significant. Each of the items collected will have 
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to be properly accounted for, both in the~ Offices and in. the Depo!J!, 
for which elaborate registers haYe to be ma1ntamed. We constder that, ~ 
view of the limited revenue potential, it is not worthwhile to ta.lte up thiS 
work departmentally. The present system of auctioning the right of coll~ 
tion may of course, lead to abuses but such abuses should be prevented by 
'the vigila'ace of the supervisory stall' of the departmen$. In areas where there 
is a concentration of Hill Tribes, the possibility . of organising them into 
co-operative societies, and entrusting the work of collection of minor forest 
produce to such societies may be explored. 

14 19 A proposal has been made that pepper vines and cardamom may be 
pl~nted in the ~rve.fo~ts for augmenting reveaue. This. is an agri
cultural operation wh1ch, if pursued, may lead to deforestation and the 
opening up of forest areas. Moreover, it is not advisable that the Forest 
Department which is concerned with silvicultur.al operations tutns to the 
raising of commercial plantations. Such ventures should be undertaken by 
a depariJIItmt or body organised on the lines of commercial eoncerns. There 
is a Plantation Corporation now fU!lctioni:lg in the State. The question of 
expanding its sphere of work by entrusting to it the planting of pepper, 
cardamom, oil-palm, etc. may be considered; in the alternative a separate 
Corporation may be formed for these miscellaneous iteDlll• 

14.20 Several witnesses have stated that large-scale smuggling and pilferage 
of forest produce is taking place ~esulting in leakage of revenue. Some of 
them have even gone to the extent of saying . that these malpractices often 
take place with the connivance or the departmental stall'. There are now 
checkposts at key points to detect unauthorised transport of forest produce. 
Besides, flying squads have been constituted to do surprise" checks. There is 
also the regUlar beat stall'. Thus the Department already has the necessary 
organisation to discharge its responsibilities in the matter. We would urge 
that earnest and systematic efforts should be made by the Department to 
prevent amuggling and pilferage, by tightening up the checking artd inspec
tion procedures and by deterrent action against offenders. The Depart· 
ment should be toned up for this p~rpose. 

(d) E:draclitm of limber. 

14.21 The extraction of timber is done through contractors. The depart• 
mental officers mark the trees which have to be removed. The work of 
cutting down the trees, converting them into logs and transporting them 
lo tile Govemmene depots is entrusted to contractors. In the Mal bar 
divisions tbe work was till .recendy .done departiD,entally by_ enga~iJ:Ig 
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labourers. There is a view that departmental eatraction . of limber is more 
advantageous. The merits and demerits of the departmental system vis-a-vi• 
the contract system are indicated below:-

Merits. 

(i) Maximum utilisable timber can be extracted from each tree. The 
timber worked down departmentally in accordance with the 
standard specifications will undoubtedly fetch higher prices. . The 
contractor seldom pays attention to avoiding wastage while con• 
verting the tree into logs. His concern is only to reduce the tree 
to easily transportable sizes. 

(ii) The profit now enjoyed by the contractors will accrue to Govern. 
ment. In some cases the contractors combine themselves into 
rings or monopolies and bid very high while fixing up contracts 
for felling and transporting of timber, Such losses which are 
inherent in the contract system can be avoided by departmental 
system. . 

(iii) Smuggling of timber by the contractors and their employees can be 
avoided. Access to the interior forest areas by outsiders can be 
checked. 

Demnits. 
(i) The Department may have to. engage a team of labourers which 

may give rise to a whole ser1es of problems. For example the · 
work may be seasonal, but the burdea of employing them ali the 
year round may fall on the Department. 

(ii) The Department may have:to maintain elephant~ as well as lorries 
for the transport of timber. . 

(iii) The checks and balances that exist in the matter of spending 
money by Government departments . may hinder the timely 
execution of works. The fear of audit criticisms- may also inhibit 
the initiative of the officers. 

14.22 The following are the alternatives to the present contract system : 
(a) Departmental wo!king may be adopted at all stages of extraction 

and transpo1 t of timber. 

(b) Felling of trees and their convenion into logs may be done 
depariDlentally, while transportation may be entrusttd to con
~tors, 
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(c) Different contracts may be fixed up for felling and dressing opera
tions and for transportation so that the two stages of the work may 
not invariably fall on the same contractor. 

{d) . A public corporation may be formed in which case.not only the 
extraction works but the sales too can be entrusted to 1t. 

14.23 On a careful consideration of the various implications, we feel that 
departmental working wiii not be a significant improvement ,over the 
present system and has to be ruled out on practical considerations also. 
The constraints inherent in departmental spending combined with the lack 
of business expertise in the department may actually result in greater 
expenditure and losses. The second and third alternatives mentioned above 
are only slight variations of the existing contract system and would not be a 
remedy to all its defects. In these circumuances. we are inclined to recom
mend the last alternative, viz., the formation of a public corporation for the 
exploitation offorest resources. Such a corporation can be entrusted \'lith 
the whole range of activities from collection of forest produce of all kinds 
to their disposal. We understand that the Government has already taken a 
decision to organise a corporation for this purpose. 'Ihe success of the 
corporation depends· on ~e way in ,which it. ~ctions, which: in turn is 
related to personnel selectiOns. While organ1smg the corporation, it bas 
to be ensUred that competent personnel are drawn to it from different fields 
of work so that the corporation on the whole would have technical know· 
how in forestry operations, business acumen, knowledge of marketing 
and sales techniques, and managerial skill. 

Summar.:~ qf conclusions 11nd recommtndations.-

1 It is high time that Government takes .a clea,r s~d on the question 
of encroachme~ts o.f forest lands, declare ~e1r policy m unambiguous· terms 
and adhere to lt_faithfully •. The demarcation of reserve forests 'should be 
completed as qmckly as poss1ble. 

(para~aph 14. 12) 

2 A Master Plan for forest management may be drawn up so that the 
prescriptions in the working plans can be related to the schedules d 
programmes contained in the Master Plan and co-ordinated with the :e 
Year Plan Schemes. 

(paragraph 14.14) 

S The forestry schemes should be o"ieilted to the requirements of the 
industry; a comprehensive survey of the existing forest resources v' ; the 

, • . IS•a•VIS 
needs of the mdustnes may be undertaken. ·Improvement and diversification 
of the forest stock to cater to the needs of a srowin& industrial sector should 



motivate the formulati~ and implementati~ of forestry policies. A properly 
organised research wing will impart greater dynamism in the forest 
manag~t policies. 

(paragraph 14.15) 

4 Efforts should be made to put to economic rutilisation the trimmings 
and other waste materials arising out of the extraction of timber. 

(paragraph 14. 16) 

5 It is not advisable to permit grazing of cattle in the forest except in 
areas which can be converted into grazing circles. At other places the 
system of cutting grass under departmental supervision and selling it outside 
the forest areas may be followed. · 

(paragraph 14; 17) 

6 It is not worthwhile to introduce the system of departmental collection 
.of minor forest produce. Any abuses in the present system of auctioning 
should be prevented by the vigilance of the departmental stafF. In areas 
where there is a concentration of Hill Tribes the possibility of organising 
them into co-operative societies and entrusting the collo:-ction of minor forest 
produce to such societies may be explored. 

(paragraph 14.18) 
7 The Forest Department should not be burdened with purely agri· 

cultural operations like the raising of pepper and cardamom plantations. 
The proper course would be to demarcate the areas suitable for such planta· 
tions and entrnst the work to a public corporation. Either the existing 
Plantation Corporation of Kerala Ltd. may be entrusted with these items 
also, or a new public corporation may be formed for the planting of pepper, 
cardamom, oil palms, etc. 

(paragraph 14.19) 

8 The department should be toned up with a view to check effectively 
smuggling and pilferage of forest produce. 

(paragraph 14.20) 

9 A public; corporation may be formed for the esploitation offorest 
resources.· While organising the corporation it has to be ensured that it is 
manned by competent personnel having not only technical know-how in 
forestry operations, but business acumen, knowlodge of marketing and sales 
techniques and managerial skills. The whole range of activities from 
collection of forest produce to their disposal may be entrusted to the 
Corporation. 

(paragraph 14.23) 
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CHAnER 15 

LOCAL GOVERNMENT FINANCE 

Historical perspectiue 

15.1 Local government had deep roots in India from early times. 
Municipal· administration flourished in the c"ties of ancient India while 
the Pancbayat form of administration existed in some rural parts. . Local 
government as . is known today was fi ·st introduced in the city of Madras 
in 1687. Bombay and C.Jcutta followed suit. But only in 1793 wos a 
statutory backing given to m:micipal administration. The administrative 
set-up and powers of local taxation were mainly modelled after the B ·itish 
municipal system. , A compreh"nsive legislation for the introduction of 
municipal administration throughout Indio1 was passed in 1850. 

i5.2 Local g~vemment passed through. a seri•s of reforms till Indian 
independence. The first major clwlge was brought about by LorJ May. •'s 
resolution of 1870 which increased the number and usefulne!IS ofmunici· 
palities. The next phase was initiated by the Resolution of Lord Ripon 
dated May 18, 1882, which laid the foundations of local government as it 
exists today. The Taxation Enquiry Commission (1953:54) ubse·v~ 
that "it was Lord Ripon's resolution of 1882 that paved the way for the 
development of Local Self-Government specially in urban areas with the 
accent on. Government". 

15.3 The Royal Commission on Decentralisation (1907-08) made 
several far-reaching recommendations for the reform of local government. 
This eventually led to the passing of the Government of India resolutio • of 
1915 and the consequent reforms of 1919, which made local g-•vemment a 
a transferred subject. Under the 1919 Act, the '·Local List" comprised 
the following taxes:-

(i) Tolls 
(ii) rax on land and land values 
(iii~ Tax on buildings 
(iv Tax on vehicles and boats 
(v Tax on menial and domestic servantt 

(vi) Tax ?n animals 
(vii) Octroi duty 

(viii) Terminal tax 
(ix) Tax on trade, profession and callings 
(x) Tax on private markets 
(xi) Tax in return for services rendered, such as: 

(a) water rate; 
(b) lighfng rate; 
(c) drainage rate; 
(d) fees for the use of markets; and 
( e} fees for qther public convenien\:CS, 
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15.4 The next major development w,as ;ushered in by the ~vernm~t of 
India Act 1935 which il)trod)lced provmc1al autonoiJ!.y. ThiS Act proyt~ed 
for three 'lists: the Federal List, the Provincial List and the Concurrent. LI.st. 
The powers of local bodies were not shown separately from the ProvmClal 
List. In this matter the Constitution of India (1950} has strictly adhered to 
the pattern of the 1935 Act •. 

15 . 5 Since the independence oflndia, the Local Finance Enquiry Coin· 
mittee (1949-50), the Taxation Enquiry Commission (1953-54) the Study 
Team 'on Panchayati Raj Finances (1963), the Committee of Minis.ters. 
constituted by the Centrai.Council of Local Self Government (1963) and the 
Rural-Urban Relationship Committee (1965-66) ·at the national level and 
many committees and study teams at. the States' level have ·gone into the 
various aspects of the problem of!ocal government finances' in .considerable 
detail and have made many valuable recommendations. But it is disap
pointing to note that sufficient follow-up action has not been taken by the 
State Governments on these .recommendations. 
· 15. 6 '; The local bodies which we have in Kerala consiSt · ot' city corpora

tions, municipalities ·and pancbayats, besides a township. There are three 
corporations, twenty-five municipalities, one township and 931 pancbayats in 
the State. The corporations are governed by the Kerala Municipal Corpora
tions Act (Act 30) of 1961, the municipalities by the Kerala Municipalities Act' 
1960 (Act 32) and 'the panchayats by the Kerala Panchayats Act ofl960 
(Act 14)~ The Guruvayoor township follows mainly the provisiom of the 
Municipal Act.' The municipalities are divided into two categories: those 
having revenues exceeding rupees five lakhs (major municipalities) and those 
below rupees five 1akhs (minor municipalities). · · 

15.7 · The PanchayatS Act enables the panchayats to function effectively 
~ units .oflo.cal selfgov~e!'-t in ma!ters embracing generally all aspects of 
vill!>:ge hfe . mcluding actlV!ties r~lating to economic development, social 
serVIce, soCial welfare and commun1 ty development. Based on their income 
the panchayats are categorised into four broad groups as follows: 

(!) Special grade • • , ab~ve Rs,. ·1,00~000 
(u) Fli'St grade •• • above Rs, 50,000 but below 

Rs; 1,00,000 
(iii) Second grade above Rs. · 20,000 but below 

Rs. ,50,000 
(iv) Third grade .. below Rs~ 20,000 

15.8 The local bodi~ arc: elected organs. Each local body for the 
purpose of election o~ members is divided into wards. The term of office of 
the elected members IS usually five years. 

Need for strengthening 1M jmandal position of local hoclies 
15.9 It is unfortuna~e that, ~ven when intel'est in local Government hat 

grown enormously, t~e mterest m lo~l finances as such has not grown pan· 
f!asSU. The fact re!Dams that finance IS the crux of Indian local governmem 
m all levels. Things have come to such a head owing to a variety of 



historical circu!llstances. Constitutionally; local bodies have no independent 
existence. .The States have to" create them . and · give them a status; and it 
has never been possible for the State Governments to provide local bodies 
with as IJlUCh resources as they· need. .The heads of revenue allocated to 
them are extrem•!ly inelastic and inflexible and even on these sources State 
Governments have .been encroaching on occasion. Again, there has been · 
taking place-a systematic merger oflocal finances with State finances-just 
as in the case of State finances with the Central finances. Th ;s has happened 
because of the enlarged governmental functions in respect of the economy, 
the impact of exp~nded trade etc., which have necessitated the growing 
integration of the tax system having regard to the advantages of levying and 
collecting impo::tant sou ·ces of revenue at as broad a base as possible. These 
t_rends have led to a curious phenomenon in the area of local finance : 
centralisation of resources and decentralisation of expenditure-just as in the' 
case of State finances. In other words, the situation that has emerged is that 
there has been some delegation of executive powers to local bodies, but the 
'resources devolved on them are not sufficient even to discharge these limited 
powers. The need has, therefore, arisen to correct . this imbalance by a 
suitable matching of powers and finances, providing, at the same time, for 
the fulfilment of national priorities on the one hand and for a measure of 
local initiative on the other. · 

Recommendations of All India Committees 
15.10 This aspect oflocal government has been examined ever and anon 

by many All India Committees, who have not hesitated to come out strongly 
against the existing anomalies. Thus, the Local Finance Enquiry Committee 
(1949-50)· s11ys: "As finance is correlated with function, it is necessary to 
state what (unctions are assigned to local bodies in order to see whether the 
financial resources placed at their disposal for the discharge of those func
tions are, or not, adequate". It further subjoins, "the State Government 
while investing local bodies with wider responsibilities must also place at 
their disposal adequate funds to supplement their revenue". The Taxation 
Enquiry Commission (1953-54) observed that, apart from growth and deve
lopment the crux of the problem of the local bodies is finance. Again, the 
Study T~am on Panchayati Raj Finances (1963) observes: "We cannot help 
wishing that when the acts were passed by the legislatures, an attempt had 
been made to estimate a maximum cost of fulfilling the obligatory functions 
and to provide Lhe resources for the purpose.. The actu~l r:;sources often 
vary inversely to the number and extent of obligatory funcllons • 

15.'11 Ithas,however,atonceto be agreed that there can be no accu
rate fine and exactly purposeful balancing of powers and finances because 
of the vast numbers of local bodies spread over ~ifferent 'layers' under vary
ing conditions. This is not .to deny the _grav1ty of the pro~lel!l. At ~he 
outset it is clear that the basiS of the solutiOn of the problem hes m attaching 
due i~portance to the resources that can be locally raised. This becomes 
more important in the context of Panchayati Raj adm:Oistration were local 
resources include not only receipts from local taxes and enterprises, but also 
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contributions from the public in money, kind or labour. This aspect, how
ever should not be over-emphasised because local· resourceS by way of taxes, 
duti~ and fees, however efficiently collected, will be limited indeed and are 
likely in any case, to fall far sh~rt of the needs· of the local b)dies. One of 
the r~asons for this situation is that, by and large, even today local bodies are 
levying m )re or less the same taxes that use:i to be collected in Lord Ripon's 
time. And in spite of the recommen:iations by expert bodies we have sadly 
to admit that even now 1sufficient resources have not]been made available to 
local bodie>; nor has there been any conscious effort to match·the resources 
of the local bodies with their functions. 

15.12 It is for the State Government to earmark the sources of revenue 
to be exploited by the local bodies. Both the Local Finance Enquiry Commit
t~e (1949-50) and the T~xation E~quiry Commission ( 1953-54. ) have ~p~a
stseci the need for allocatmg defimte sources of revenue to the loeal bodies. 
The taxes recommended by the Local Finance Enquiry Committee for· the. 
benefit of local bodies were the following: 

(i) Taxes from lands and buildings (entry 49 of List II of the Seventh 
Schedule to the CJnstitution); 

(ii) Taxo;s on mineral rig~ts subje~t to any limitations imposed by 
Parliament by law relatmg to mmeral development (entry 50 of 
list II); 

(iii) Taxes on the entry of g·)ods into a local area for consumption use 
or sale therein (entry 52 of List II); ' 

(iv) Taxes on the sale or the consumption of electricity (entry 53 of 
List II); · · 

(v) Taxes on advertisements other than advertisements published in. 
the newspapers (entry 55 of List II); 

(vi) Taxes on good.s and passengers carried by road or inland waterways 
(entry 56 of LISt 11); 

(vii) Taxes o.n vehicles other than those mechanically propelled (entry 
57 ofLtst II); 

(viii) Taxes on animals and boats (entry 58 of List II); 
(~) Toll> (entry 59 of List II); 

(x) Taxes on professions, trades, callings and employments (entry 60 f 
List II); . o 

(xi) Capitation taxes (entry 61 of List II); and 

(xii) Taxell on entertainmenta inlcuding amusements (entry 62 of 
List II). 

In addition to these ite.ms; the Committee suggested that th a 
should pass on to local b >dtes the net proceeds from terlill'n 1 t e entre 

'ed b il a axes on goods or passengers cam Y ra way, sea or air (entry 8 9 f Lis I · 
Seventh Schedule of the Constitution). 0 t m tbe 



. !5.13 The "Taxation Enquiry Cominission (1953-54) reviewed the 
poSition and recommended the· following taxes only for ''exch¢ve utililation 
by or for local bodies"; · · 

_ (i) Taxes on lands and buildings; 
(ii). Taxes on the entry of goods into the area of local authority for 

consumption, use or sale therein, popularly known as octroi; 
(iii) Taxes. on vehicles other than those mechanically propelled; . 

(iv) Taxes on animals and boats; 

(v) Taxes on professions, trades, callings and employments;· . 
· {vi)-· Taxes on advertisements other than advertisements published in the 

newspapers; 
. {vii) Theatre or show ~x; , 
(viii) . Duty on transfer of property· levied along with stamp duty 

collected by the Government; 
(ix) Taxes on goods and passengers carried by road or inland waterways 

to be imposed as a complementary levy by those local bodies for 
whose benefit the terminal taxes on goods and passengers carried by 
railway, sea or air are levied by the Union Government; and 

(x) Tolls in respect of new bridges on which expenditure has been 
incurred by the local body. · 

EXisting local resources 
15.14 The following are the taxes that have been earmarked for the local 
bodies in Kerala by means of State legislations:-

(i) Building tax for panchayats; property tax for other local bodies; 
(ii) Surcharge on building tax (for panchayats only); 
(iii). PJ:"ofeJSion tax; 
(iv) Vehicle tax (other than motor vehicles tax); 
(v) . Taxes on animals, birds and vessels.( except for panchayats); 

(vi) Cess on land (for panchayatsonly); 
(vii) Service taxes (in the case of urban local bodies, service taxes form 

. part of the property tax) ; 
(viii) Duty on transfer of property; 

(ix) • • Show tax; 
~ (s) :Entertainment tax; 
(si) Basic tax grant (for panchayats only); 

(sii) Tax on timber brought into the city (for municipal corporations 
only); and 

(sill) Tas on advertisements (excep• for panchayab)~ 



. 15 15 It will be - from the list given above that most of the tases 
re~mmended by the Taxation Enquiry ~ssion have been · made 
available by the Government to the 'local bodies. ·~tax, taxes. on 
passengers and goods and tolls have, however, been kept. outside the pllrYICW 
oflocal taxation. 
15.16 i:n the case of land tax there is provision in the Panchayatit Act 
for payment of about three-fourths. of the basic tax collected by the. qovern· 
ment to the respective panchayats m the form of grants, and for the distribu· 
tion of the balance in the basic tax collection among the panchayats "in: such 
proportion as may be fixed by the Government having regard to the lirea., 
population, available resources and the needs of development. of the, P.ancha 
yats and the cost of the panchayat administration". This provision has not 
been implemented yet; but the quantum ofgrant·in-aid to panchayats has 
been substantially increased from 1967·68 onwards. (Against a . total grant 
of Rs. 40. 72 lakhs paid in 1966-67 the budget ~mate for the cu'rrent 
financial year (1968-69) is Rs. 97. 38Iakhs). ·In ·any case the GoVernment's 
intention to make the entire proceeds from basic land flax available1o the 
panchayats is clear from the statutory provision ~exred to ~bove.· · : 
15. I 7 In so far as taxes on goods and passengers are concerned, the Taxa· 
tion Enquiry Commission recommended it as a mmplementary levy by those 
loeal badies for whose benefit terminal taxes on goods or ·passengers 'carried 
by railway, sea or air are lev~ed by the Union Government.·: No suc:h tax 
has so far been levied by the Umon Government for the benefit of· any• local 
body in Kerala, Therefo>re, the question of implementiDg this recommend&· 
tion has not arisen so far. The State Government is, however,~~ a 
tax on passengers and goods carried by buses and lorries, the proeeeds of 
which form part of the general revenues of the Government. 
15.18 No major bridges have so far been constructed in the State at the 
cost of local bOdies and hence there is no question of levying tolls by the 
loeal bodies. 

15.19 Thus, by and large, the recommendations of the ·Taxation Enquiry 
Coxnmission in regard to the . exclusive utilisation of certain tax sources b 
local bodies have been implemented in substance by the State Government 
In fa~t. en~~~t ~ which ~ n?t been suggested by the Taxation 
~quuy Comxmss1on m this context IS bemg levied in Kerala by 1oea1 bodies 
w1th great advantage. . 

• T~e following non•tax sources of reveaue are also at the disposal of Jocal 
bodies m Kerala:- .. 

(i) Contributions from persons having\control over places.ofpil...,;..,8ge 
etc; D·~ 

(ii) Market fee from public markets; 

(iii) Licence fee from Priv'ate markets; 
(iv) Fee from public landing places and cart stands etc.; 
(v) Fee fo1· the use of public slaughter houses; 



{vi) 
(v'ii) 

(viii} 
(ix) 
·(~)' 
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Li~nl;f: fee for p~iva~e s!a tJ\ter. h:l'n: 
'Licence fee.for slaughtering of animals; 
Licence fee for pri.vlltc; cart star\<ls; ' 
Licence fee fur plumbers and fittc;rs; 
Fee fortbe usc; of burial and burning grounds and crematoria 
( ~xcept for panchayats); · 

(xi). Lice11ce fee for gr11ve·diggers (except for panchayats); 
(xii} Licence fee for mUk trade (except fQr panc;hayats); 

(xiii) . Licence fee for dogs and pigs (for panchayats only); and 
(xiv) Rents and fees for using public bathing and washing houses (fop 

corporations only). · · 
15 . .20" .i Though the QVtirall financial pJSition. of the loa~ I oodies in the Stllte 
is not very satisfactory, there has been a ll!arked linprovement in their 
re,·enues in recent years; and there is furthtr scope fur improvement ill the 

· years to come when tll.ey begin to get the basic tax grant from the Govern· 
J;Ilent and could start collecting a ceiS on land besides exploiting the various 
untllpped sources of non•taJt revenues !lvailable to them. 
'Qap between needs and resi»Jrces 
15.21 Tb.ereis evidence to show that, with the existing local resources 
including governmental assistance, the local bodies have not been able to 
fu11ction satis£tctorily. The Ker.ala Panchayat Association has also b10u.g ht 
this to our notice. The legislations regarding the local bodies have specified 
their obligatory and discretionary functioPl!, <~otcording to which they have 
to find funds for public works, street lighting, public health and sanitation, 
rural libraries and r~ading rooms, educational, cultura,l and social activities 
lllld so Oil, besides administrasive expenses, We have seen that most of the 
taxes recorrmended by the Taxation Enquiry Commission (1953-54) have 
already been placed at the disposal of the locallloc\ies in Kerala. Govern. 
mental aid has also been increasing with the passage of time. EvCI\ ~o, the 
existing resources together with g.wernmental aid have not enabled 
the local bodies to achieve the desired level of efficiency in the 
discharge of theif functions. Nor has there been a conscious effort towards 
matching their resources with their needs, except in the case of corporations 
and municipal~ties. For thi~ purpose, it is necessary to assess the minimum 
level of local services that ougb,~ to be providec\ by various clliSSes of!ocal 
bodies and the finances required ·for them. An l\SSessment 11n these lint;S 
was attempted in the case of corporations and municijlalities in the State by 
the Municipal Grants Enquiry Committee· (1S63·64), which made some 
useful reccmmendatiom with a view to closing the gap between the needs 
ani reslurces of urban local bodies. With the acceptance of these recom· 
mendations . by the Government the finances of the urban local bodies have 
been considerably strengthened; but it is necessary to review the position 
periodically as the decisions once taken would be largely out-of-date in the 
course of, say, five years. 

4/3~8 J. 



15.22 A four-fold approach is necessary for ~tren~e~g the finan.cial 
pl)sition oflocal bodies to enable them to meet t~ell' obbgatioll;s fuJ!y. · F1rst, 
the local bodies should be prep:tred to exploit to the fullestposstble. extent 
the tax surces placed at their .disposal; Second the ~tate Government 
sh~uld devolve adequate sources of revenue to them. Th1s can be done by 
allowing them the full utilisation of certain earmarked taxes and al~o .allocat
ing to them certain other taxes, the proceeds ofwhic;h might be .distrib1;1ted 
l'ccording to acceptable principles. Third, there shoul~ be a well-conce1ved 
system of grants-in-aid to meet the remaining gap m the resources· ?f 
loctl bodies. And finally, a suitable system of loan finance to· meet the1r 
needs of development ha> to be designed. 

Maximisation of collectionfrom e;cirting sources: 

15 .23 Before 'considering new measures· for strengthening the finimees of 
!'leal bodies, we have examined how far they have made use of the powers 
of taxation already bestowed on them. AU c?~ittees' that have studied 
this problem have observed that the local bod1es m general are somewhat 
indiffetent in the matter of collection of revenue. There are not only large 
a rears in the collection of taxes at the rates decided upon by the local 
b•odies, but there is also considerable reluctance on. their part . to avail 
themselves of opportunities to raise the tax rates in accordan~e. with their 
needs even though the relevant statutes enable them to do so. · Some data 
regarding the incomes of panchayats and municipalities are giveen in the 
statements at the end of the Chapter. It is disappointing to obser'v iliat the 
~ ercentage of collection of revenue to the total demand ·in the . ae of 
panchayats was only 72. 6 in 1965-66, 78.6 in Hl66-67 and 78.5 in · 6L-68. 
It is however, gratifying to note that some pancbayats succeeded in reaslsing 
cent per cent collection in 1967-68. In the case of municipalities the figuris of 
co!lettion in relation to demand for the years 1965-66 and 1966-'67 were Bel 9 
per cent and 85 per cent reSpectively. We feel that the local bodies shou1d 
be able to collect at least 95 per cent of the tax demand for each year· in 
cases of failure to realise this, the revie Ning officers should try to find ou~ the 
reasons for such failure and take remedial action. 

15.24 We shall now proceed to examine how . far the local. bodies could 
have augmented their revenues if only they were prepared to utilise the 
pow~rs already conferred upon them by the Acts passed by the State 
Leg1slature. In the same context, we shall also indicate the extent to which 
the Government might help them in maximizing the yield from their existing 
sources of revenue .• 

Property laiC/hNilding la;c 

15.25 The corporations :>-nd 11!-unicipal_ities in the State are empowered by 
law to levy property tax (mcludmg serv1ce taxes) at rates varying between 
ten and tweno/·~ve per cent of th~ annual rental value. Both huildings and 
lands come w1thin the scope of thu tax. There is no near-uniformity in the 
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rato-:of,tu -~ny Ioviect•~»r thf:sc local.bodies,:a~~ may boseontrom tho 
oli9WJng ~tatexnent:- 1 

Nu,;,6,., of corporation# . Ral8 ( pircmtag1) at whilh 
~ 711U11i&ipizli!W. . projmy ta.il U.Ud. 

13 . 10 
2 11 . 
1 12 
1 UJ 
1 13 
2 14 
1 14i 
1, 15 
1' 16 
1 18 
1 21 
1 21! 
1 211 
1 Ui 

28 
It may be seen frOJI!. the:: above figures that, .out of the three corporations and 
tweoty-6.w: municipalities, as many as thirteen (ie. nearly 50 per oent) levy 
property tu only at the minimum of ten per cent. There are. at the same 
time, one corporation and three municipalities, all of them in the Malabar 
area. which levy tax above twen~ per cent. The average rate works out to 
only about twelve and a half per cent. There is obviously acope for 
enhancing tho rate in the case ·or many municipalities, and we· would 
recollllllend that the urban local bodies should imm.ediately review the 
position and appropz iately raise the rate of property tax by grailual stap in 
order to JDObilise ai:lditional so-. · · 
15.26 Under the _provisions of the Kerala Paneha)'&ts Ac~ the panchayata 
are empowered to levy a building tu subject to a Jninimum of four ·per cent· 

· and a maxinnmt often per cent Of the anuual rental value. Though we haw 
aaked aU the panehayats to give us information regarding tho rato at which 
the tax is being actually collected we have got the information only from 192 
panchayats. 11\a analysis of the data furnished by thexn shows tho following 
position :- . 

Num61r of Panehayall Ra" (Pucentage) at whit:h 6uiltling 
• . ta:l is let~ietl 

128 4 
2 4! 

:t-2 5 
15 6 
1 7 
1 71 
I 9 
2 10 

• 192 



344 

The above statement would show that, oUt of ,l92 · panchayats regarding ·· 
which information is available, 128 panchayats (te. 66.7 per cent) levy tax 
at the minimuDl rate of four ·per cent only, and· tha~ as ?Jillny as 187 
panchayats (ie. 97.4 J:er cent) levy tax at rateJ not ~edtng BJ.:a: per c~nt. It. 
11 elear from these fac:ts that the pancbayats can, if they really want, ra•se the 
collection from building tax by enhancing the rate by "means of the p~wers 
conferred on them by the exil.ting law itself. , We would aceordJDgly 
recommend that they should take urgent steps to raise the rate by gradual 
stages to an appropriate extent. 
15.27. A more serious problem in regard to the levy ot:property tax, 
which has attracted world-wide attention, is that the macbmery usually 
employed for valuation is unequal to the task. Since the tax is levied as a 
percentage of the annual rental value the tax potential largely depends upon 
the manner in which the valuation is made. Officials and non-officials alike 
who gave evidence before us have stated that, while on the one hand there 
is lack of equity and uniformity in the methods employed for the quinquen
nial re-assessment of the rental value of properties, on the other hand · the 
valuation is considerably under-pitched in most cases. The present system 
of valuation has been a matter for criticism by all the Committees and 
Commissions that have gone into the problem. Many eminent wri~ . on 
the subject (e. g. L. Golding and U.K. Hicks) have also referred 'tO. this 
matter. The Municipal Grants Enquiry Committee appointed ·by' the 
Government ofKerala recommended that a central valuation agency should: 
be emJ>loyed Cor the quinquennial valuation for revising property tax 'in 
urban local bodies. We understand that, though the Governrneilt have 
accepted this recommendation in principle, the machinery is still . to be 
constituted. The Committee of Ministers constituted by the Central 
Council of Local Self-Government in 1963 and the Rural-urban Relation
ship Committee of the Ministry of Health and Family Planning (1965) · have 
also made out a strong case Cor appointing such a central :machinery. 
According to us a central agency is required not only for the valuation of 
properties within the jurisdiction of urban local bodies but alS<> for the 
valuation of buildings in panchayat areas. We have recommended. else
where that the present land tax system may be replaced by a lCV}' on land on 
the basis of its capital value, and that a non-recurring tax may be imposed 
on buildings newly constructed. Under our scheme the local tax will be 
confined to buildings in both urban and rural areas. We have also indicated 
the n~ for em~ying a machinery Cor the valuation oflands and buildingS 
for the mtroduction of the new scheme of taxation. The same machinery 
can be utilised, with advantage, for the quinquennial reassessment of the 
rental value oC buildings for the purpose of local taxation. This is perhaps 
th!= best way of ensuring proper valuation of buildings, which will no doubt 
brmg about a ma;ked hnprovement in the resources position of local bodies. 
We W<?uld accordmgly recommend ~t, instead of appointing a central 
valul!ti,on agency for urb~ local bod•? on the lines recommended by the 
Mt•mapal Grants Enqwry Committee, the valuation machinery to be 
employed for the assessment of the capital value of lands and building 
under the new scheme of taxation suggested by us may be utilised for the 
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quinquennial valuation of buildings for the purp::>se of local tantion. It 
may happen that a realistic valuation by a central agency as suggested here 
results in an unduly large increase in the tax burden in certain local bodies. 
In such cases, .it is for the co:1cerned local b,:,dy to suitably reduce the rate 
of levy. 
15.28 The· exempti•>n given to properties of the Union Government from 
State taxation, and thus from local taxation, has adversely affected the 
resources oflocal bodieil. The Taxation Enquiry Clmmission (1953-54~ had 
recommended that, in the case of railway properties and other prop~1es of 
the Central Government used for commercial or semi-commercial or 
indust.rial purposes, the Central Government should pay to local bodies 
contributions equal to the amounts which would have been paid, had the 
general and service taxes been levied in full. In respect of other properties 
<f the Central Government the C,:,mmission recommended that the 
principles adopted by the Central Government for making payments in 
respect of service charges might be liberally interpreted and applied. The 
Committee of Ministers constituted by the Central Council Of Local Self· 
Government, however, saw no justification for discriminating between 
CJmmercial and non-commercial Departments, of the Central Government 
and recommended that "all Central Government properties should be made 
liable to levy of full taxes by the local bodies in the same manner in 
which State Government properties are or for that matter any private 
property is liable". The Rural-Urban Relationship Committee appointed 
by the Union Minisn"Y. of Health and F<!m.ily Planning has als1 held that the 
decision in regard to the Faxation of Union properties is most unsatisfactory. 
We woul:i urge that the G..Jvernment of Ind1a may be moved to inlplement, 
as early as possible, the recommendations of the Committee of Ministers 
constituted by the Central Council of Local Self-Government. 

Profession Tax 
15.29 The Constitution has inlposed a severe limitation on the States in the 
matter oflevying profes>ion tax. According to Art:cle 276, the ma%imum 
am·mnt of profession tax leviable · annu?Jly on any individual or company 
is Rs. 250. Since, however, tb'e amounts that were actually collected 
prior to the coming into force of the Constitution were allowed to 
continue by means of a proviso to the article referred to aoove, larger 
amounts are still being collected in the TravancJre-Cochin area from some 
individuals and companies. But the municipalities in the Travancore
Cochin area established after the commencement of the Constitution 
and all the municipalities in the Malabar area are bound by the 
ceiling of Rs. 250 per· year imposed by Constitution. It may be 
mentioned here that, before the Constituti<'n came into force, the max· 
mum amount of profession taX leviable was Rs. 50 under the Government of 
India Act, 1935, and the Profession Tax Limitati.Jn Act, 1941. The 
enhancement of this amount t~ Rs. 250 was considered adequate by the 
framers of the Constitution. All the committees that have examined the 
finances of local bodies have advocated the enhancement of the limit fixed by 
the Constitution. As early as in 1951 the Local Finance Enquiry Committee 
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recommended that the ceiling on the Pr;>fessicin ~_.on ~mpanies might be 
raised toRs. I ,000. The Taxation ~nqUJry_C~mmJSSJon m ~95~ :ecommended 
that the maximum limit for pro~esswn tax m the c:ase of m~v.tduals should 
be increased to Rs. 500 per a•mum. Th<; Com~1t~ee of Mm!sters referred 
to earlier has recommended that the max1mum lurut of profession tax should 
be raised to Rs. 500 in the case of indiv:duals and to Rs. ~,00~ in 'the case of 
companies. We recommend that the G.:>vernment _of lnd1a ~ught be mo!ed 
to implement this recommendation as early as posstble by SU!tably amendmg 
Article 276 of the Constitution. 

is 30 Transfer of employees in large organisations from: place to place is 
on~ of the bottlenecks in the collection of profession tax. An appropria.te 
solution to this problem appears to be the centralisation of collection, say, at 
the source of income, just as in the case of income-tax. Thus, the heads of 
all offices can be made resp lmible for the recovery of profession tax from 
the pay bills to be drawn after the issue of the demand notice,. and for 
passing on the amount to the local body. Necessary rules may be tssued for 
, the purpose under. the relevant Acts. If necessary, concurrence of the 
Government oflndia may also be taken in regard to the employees oft!J.e 

'Central Government and of institutions under its control. 

Du!J on transfer of property: 
15.31 There is some scope for augmenting the collections from the duty 
on transfer of property imposed exclusively for the benefits oflocal bodies. 
This duty is levied along with the sta111p duty collected by the Government, 
and suitable arrangemepts haYe been made for passing on the ·proceeds·to 
the cnncerned local bodies. The maximum rates of duty prescribed in the 
statutes are five per cent for corporations and municipalities and four per 
cent fJr panchayats. Only one corporation (Calicut) is levying the maximum 
rate while all others (whether corporations, municipalities or panchayats) 
are levying only three per cent. In _Chapter 9 regarding stamp duties and 
c-lurt fees we have reclmmended that the stamp duty proper on c)nveyances 
mit:ht b~ ra:se 1 to seven and a hal~ per cent of the consideration in specified 
urban areas and to five per cent m other areas. Considering the pheno
menal r~>e in the val~e ?f !••mds. and· buildin~, ~speci~lly in urban areas, 
we cm•tdet that there tSJUStificatwn £>r collectmg m addttion the local duty 
ou tra'lllfer of property at the maxiinl.\lll rate provided f->r in the Acts i.e. five 
per cent in C•>rporati•ms and municipalities and fJur per cent in pa,;chayats. 
The Kerala Panchayat Ass.:>ciation has stated in its memorandum that the 
Government has limi.ted by ~ules the ;ate of ~u~ .l~ble by panchayats to 
three per cent. In tts opmt··n there ts even Justification to enhance the rate 
~Q seven per cent. We, however, consider that, in view of the increase 
suggested in regard to stamp duty proper, an enhancement of the local duty 
beyond f->ur per cent may not be justified in the present context. 
15.32 The Association has also brought to our notice the practice of avoid
!ng the payment of full duty by under-stating the value of property in the 
mstrument of conveyance, and bas suggrsted that the duty should be imposed 
on "the current market value of the property prevailing in each panchayat 
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area 8ll declared by the panchayat from time to time ". We have recom• 
mended elsewhere that the existing system of taxation of land may be 
replaced by a tax on the cap'tal value of land, and that for the purpose of 
stamp duty also the capital value assessed in connection with the prop>sed 
system ofland tax might be adopted as the bas's. If that recommendation 
is accepted. the problem posed by the Association would automatically 
disappear. 

Tax on_ Entertainments. 
15.33 Entertainments can bear a higher tax burden than at present' ·The 
rates of tax prevailing in Kerala are much lower than those in the neighbour
ing States of Madras and Mysore (for comparative rates see Annexure I). 
Thus in Madras the incidence of entertainment tax for a ticke~ having the 
value of more than Rs. 1.50 comes to Rs. 1.20 appr-~ximatdy, whereas in 
Kerala such incidence for tickets of similar value works out toRe. 0.57 only 

. even if the maximum rate prescribed is applied. _There is, theref>re, justi
fication for a substantial increase in the rates of entertainment tax. AccJrd· 
ing to the Kerala Local Au tho :ities Entertainment Tax Act entertainment 
tax is leviable by local bodies at' a rate between ten and twenty-five per cent 
of each payment for admission. But only very few local bodies actually levy 
tax at the maximum rate. If only the tax is imposed at the maximum rate 
permissibl~ under the Act the collections from this source wol.!ld go up by 
30 to 35 per cent. 

15 .S4· So far abJut the maximum utilisation of. the sources of revenue 
placed at the.disposal of the local bodies at present. We shali now come to 
the second point, viz., in what ways the State Government should enable 
.the local bodies tJ augment their revenues. 

Taxes on land and buildings. 

15.35 Both the Local Finance Enquiry Committee (1949-50} and the 
Taxation Enquiry Commission {1953-54) have recommended that taxes on 
land and buildings should be exclusively placed at the disposal of local 
bodies. In Kerala urban local bodies are empowered to levy a property 
tax on land and buildings and the panchayats a tax on buildings. The 
Kerala Panchayats Act has also previded for the imposition of a cess for 
the benefit of panch,.yats at the rate of two paise per annum for every five 
cents of land or part thereof. This cess is, however, not being collected 
owing to legal impediments. The principal sources of revenue from land 
are the basic tax and the plantation tax which remain with the State 
Government. The Panchayat Act has, however, provided for the alloca
tion and distribution of the proceeds of b"!ic tax among the panchayats; but 
this provision has not been implemented yet. In the meantime the decision 
of the State Government to exempt land holdings up to two acres in extent 
from basic tax has substantially reduced the proceeds from this source, The 
·Kerala Panchayat Association has pointed out that the abolition ofland tax 
would adversely affect the resources of the panchayats and has suggested 
. that, if the Government is bent upon abolition of the basic tax,_ either the 
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proceeds of agricultural income-tax m;ght be given to the panchayats in lieu 
of land tax collections, or the panchayats might be. empowered .t? make 
"a substitute 'levy on lands', having regard to the nature and fertility a~d 
the improvements effected to individual holdings". We have, ·in anearher 
chapter, recomended the introdu~tion of a new system of tax on land ~ased 
on its capital value. We consider that the entrre proceeds from this tax 
might be apportioned among the local bodies on the basis of well-conceivd 
principles. In addition to this the procee:ls of the non-recurring tax 
on new buildings based on their capital value, recommende:l by us, mal! 
also be allocated to the }.Jcal bodies. As these taxes form a source of sub
stantial revenue with a degree of flexibility built into the system we consider 
that the existing gap between the resources and needs of local bodies would 
be largely reduced if our proposal is accepted. 
15.36. Along with the introduction of the new system of land tax the 
property tax being levied by urban loci\1 bodies might be converted into a 
building tax (recurring) based on the annual rental value of 
buildings, as in pancbayats. The revenue from this tax will, of course, be 
an addition to tlie amount distributed among local bodies out of the procee«¥ 
of the taxes on lands and buildings referred to in the paragraph above. 

Surcharges for State on local taxes. 

15.37 It has been mentioned earlier that the State GoverJ;liilent has 
encroached upon the dollJain of local bodies in certain areas of taxation. 
Thong~ the local bodies have. been empowered by law to levy . taxes on 
entertamments and on professtons, the State Government bas imposed an 
additional tax on entertainments and surcharges on show tax and profession 
tax, the proceeds of which, after allowing to the local bodies a margin tow• 
ards collection charges (two per cent), are appropriated by the Government. 
The representat:ves of local bodies who gave evidence before us were highly 
critical of these encroachments made by the State Government on local 
taxation. The Kerala Panchayat Association has also referred to this matter 
in its memo~andum submitted to the n.'~mittee and has emphasised the .need 
for transfernng the pr?cee:ls of the additional tax and surcharges mentioned 
above to the local b >dies. The amount acrually credited to the Government 
from these sources in 1967-68 is given below:-

b) Surcharge on sh<>w tax ~
a) Additional tax on ente;·tainments 

c) Surcharge on prt>fession tax 

(Rs. lakhs) 
;35.68 
3.33 

N.A.* 

39.01. 

Thus, w~ile the State Government's encroachment on the tax powers of 
1o~ bodtes has not helped the exchequer to any significant extent, the 
action of the Governntent has hampered the loea\ bJdies to sJme exten* from 

•N. A. Not available. The surcharge on profe11sion tax credited to 
Government in 1966 amounted to Rs. I. 03 lakhs. 
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raising the rates or quantum of the taxeJ in question. We consider that, 
as a rule, the State Government should not impose any surcharges or 
additional rates on the taxeo given over to the local bodies. In the case of 
entertainment tax, show tax and pr~fession tax the State Government may 
withdraw the measures mentioned above when the local bodies suitably 
enhance their rates to absorb the levies made by the State Government. 
15.38 While suggesting that the State Government should refrain from 
entering the domain of local bodies in the matter of taxation, it is nec~ssary 
to treat the tax on land on a different footing. Since the Government has 
assumed full resporuibility in the areas of education and health we consider 
that it should have the freed"m to impose suitable cesses on land to raise a 
part of the resources needed for the provision of education and health 
services to the people. . 

Taxes on Motor Vehicles 
15. 39 Representations have been made before us that the local bodies 
should be given a substantially larger share than at present fr·liD the 
proceed~ of the motor vehicles tax; The Motor Vehicles Tax Act (India), 
1939, depriv.ed the local bodies of the power to levy taxes on the 
mechanically propelled vehicles. Most State Governments, however, are 
paying compensation to make up the loss incurred by the local bodies in this 
regard. Normally, this amount is fixed on the basis of the average recovery 
for the three preceding years. 
15.40 The Kerala Motor Vehicles Taxation Act, 1963, lays down 
(section 18) that, from the proceeds of the tax collected under the Act 
every year, each local body should be paid such compensation as fixed 
by the; Government having due regard to the· length of roads maintained 
by the local authorities and the volume of motor traffic making use of 
such roads. To determine the quantum of annual compensation which 
should be fixed in advance for every five-year period the Act provides for 
the appointment of a committee by the Government periodically, the 
decision of the Government in the matter being final. 
15.41 The first committee thus appointed was asked to make recommen
dations for the payment of vehicle tax compensation to local bod'e• for 
the period July I, 1963 to March 31, 1968. This o>mmittee obtained 
data regarding the length of roads maintained by the various heal bodies 
under four categories: lowest type roads, metalled roads, black-topped 
roads and concrete roads. Applying certain formulae the committee worked 
out the road units under the maintenance of the P. W. D. and the local 
bodies reJpectively. In proportion to these units the compensation payable 
to the local b~dies for the perioo mentioned abwe was determine-:! as 
4. 797 per cent of the net ann• tal pr0ceeds from vehicle tax. Details of 
the recommendations of the C >mmittee are given in Annexure II. We 
consider that the existing system of determining the c:>mpensation payable 
to the local bodies out of the proceejs of mr,tor vehicle. tax is, by and 
large, scientific and fair, and acc>rdingly do not feel the necessity for· 
changing it. 

4/348/G, 
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No,...taJl rtt~eflllll, 
15.42 Efforts to raise non-tax revenues by local bodies. have largely been 
confined to receipts from markets, slaughter houses, fa1rs, ground rents, 
licence fees, etc. Some new non-tax sources may be thought ?f hero. Sec
tion 149 of the Kerala P .mcha yats Act provides for the beneficaal and remu
nerative use of the poramboke lands by the panchayats in the State. If the 
poramboke lands are placed at the disposal of the panchayats they may be 
able to develop them for remunc:rative purposes like agric~ltural production, 
which in cours~ of time might be a steady source of Income to the local 
bodies. The representatives of some local bodies have complained that, 
inapite of the provision in the Act, all rorts of impedimtnts are made by the 
revenue autho•·ities in the matter of leaving poramboke lands to the care of 
panchayats. We consider that the Go-.;eroment should prescribe some guide
lines in this matter. The lands that are not required by the Government 
for specific objects can, in our view, be immediatelv handed over to the local 
bodies,aubject, however, to the condition that such lands should be returned 
to the Government whenever they are required for any specific purpose. 

15.43 It would be a worthwhile proposition to entrust to the local bodies 
the protection of avenue trees on the highways and other P. W. D. roads, 
besides trees growing on public places and compounds. They would cer
tainly be in a better position to protect them, and the usufructs of the trees 
will also be a source of revenue to them. 

15.44 In t'l:!e search for new avenues for resource mobilisation, local bodies, 
especially corporations and municipalities, may ~reafter think of starting 
commercial enterprises like cinemas, hotels and so on. Though it is polsi
ble to organise transport 1ervices in municipal areaa it is advisable to let the 
Road TrllllSport Corporation to nationalise road transport in accordance 
with its plan. About the advisability of entrusting the distribution of elec
tricity to local bodies those who gave evidence before us expro.sed different 
views. While one section IIUiong them strongly held that corporations and 
municipalities would be able to offer better scrviC"S to the public another 
section felt that the quality of service would deteriorate in such' an event. 
There was, however, no doubt that such a course would strengthen the 
financial position of the local bodies, as evidenced by the results of the run
ning of the Trichur electricity distriltution system by the municipality. We 
are of the view that representatives of the people would be able to 
take better care of local needs than the Electricity Board. It is true that 
only those local bo?i~ whi~h could build up an efficieot organisation to take 
over such a responsJblltty wlll be able to render proper service. We would 
r~mmen,d that, whenever ~rporations and mun!cip.ilities come forward 
With .d~nlte Pl'I?P'.'sa!s f?r ~tnlf over the distribution of electricity within 
th~ limits,oftheu- JUnsdrclion, they should be sympathetically consideted; 
thiS function may be entrusted to them on suitable terms provided the . 
Electricity Board, after due investigation, finds that they are able to run the 
system efficiently. 
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15 ·45. The local bodies would require large am'lunts of money for under
taking remunerative enterprises of the kinds mentioned above. We shall 
deal with this problem towards the end of this chapter. 

Development of urban lana sites. 

15·46 Development ofland sites in urban areas, whether for residential 
purposes or otherwise, is a very legitimate activity which the local bodies 
can undertake. This should be baaed on a plan of land development pre
pared by a suitable agency after careful survty and study of the area. The 
main objectives of the land-use plan should be (i) to bring about planned 
development of the area; (ii) to check unhealthy speculation and competition 
in investment on lands; (iii) to regulate tramfers of lands with a view to 
bringing about an equitable distribution; and (iv) to serve as an additional 
source of income to the local bodies. The schc<De broadly envisages acquisi
tion and development of land sites by local bodies well in advance, and sale 
of the sites for various purpJses in accordance with the land-usc plan referred 
to, thus ensuring planned development. 
15·47 The details oftheachem~ areas follows: A reasonable ceiling may 
be fixed on the extent ofland that an individual may possess for his resi,. 
dential purpose. This size may vary from one area to another. The surplus 
lands may be taken over under the provisions of the Land Acquisition Act 
andfor a special enactment for the purpose. Suitable compensation will 
have to be paid. The lands thus acquired may be improved either for resi
dential purp~ses or for other declared obj'!ctives. Residential plots may be 
re-allotted to persons wh'l do not own any house or land. The local body 
will have to determine the sale value after adding a reasonable margin to 
the costs of acquisition and development. 
15 48 Here the main problrm is that of funds in the initial stages for pay
ment of compensation and land devell)pment. For this a revolving fund 
will have to be set up to which the Government should eon tribute a signi
ficant share. The possibility of getting substantial contributions from the 
Life Insurance Corporation and other financing institutions, besides commer
cial banks, may also be explored. As the scheme progresses succCl'sfully, the 
revolving fund would also get gradual:y replenished. For instance, it might 
be mentioned that the Delhi Development Authority with a 'revolving fund' 
of Rs. 3 crores in 1961 has been ab:.e to develop land worth Rs. 120 c:rorcs 
out of the fund. 

Grar.ts-in-aia. 

15· 49 Now we come to the third aspect of strengthening the financea of the 
local bodies, i. e., there should be a well-conceived system of grants-in-aid to 
meet the remaining gap in resources of the local bodies. One of the most 
important recommendations of the Taxation Enquiry Commission 'has that 
the State Governments should devise a grant-in-aid system for local bodies 
adopting the following principles:-

"{!) There should be a basic 'general purposes' grant for each local 
body other than the bigger m••'licipalities and corporations; 
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"(2) The local bodies . eligible for suCh grant within each category 
(M·micipaloty, ..••.. , , , . , ., Pancltayat, etc.) ~hould be class•· 
fied iato a few simple divisions based on population, area, reso· 
urces, etc., and the grant itself related to these. _factors as well as 
to the size of the normal budget of the local bod1es; 

''(3) The basic grant should be such that, after taking into accotint its 
own resources, the local body will have _fairly ac;Jequate finance 
for disch"rging its obligatory and execullve functions; 

"(4) The basic grant should be assured over a reasonable period of 
years-say, three or five-and, save for exceptional reas~ns~ould 
not be, ubject to alterations from yea~ to year Withl!l that 
period; and 

"(5) There •hould, in addition, be specific grants (annual and other) 
which, as at present, will be f.>r particular itetns and iervt~es, 
These should be conditional on (a) the particular service bemg 
maintained at a prescribed level of efficiency, and (b) the local 
body exploiting its own resources to the extent indicated by 
Government from time to time.'' 

15·50 The Government of Kerala taking the cue from the Taxation 
Enquiry Commission appainted a s p e c i a l committee [Muni::ipal Grants 
Enquiry Committee (1963-64)] to go into the question of grants-in-ai~ ta 
urban local bodies. This c o m m i t t e e for the first ume 
attempted to make an assessment of the m i n i m u m 
requireo;Ient• of the finances of Corporations and Municipalities in the 
State. It estimat•d on the basis of a sample (6%) that the minimum 
financial resources needed by the urban local bodies of the State for 
maintaining essential civic amenities would be Rs 325 lakhs in a year, 
against which the resources computed came to Rs. 167 lakhs only. Thus 
the deficit in resources was of the order of R,, 158 lakhs. Making due 
allo.ances for additional resource mobilisation by the municipalities, the 
committee estimated the gap at Rs. 125lakhs. In order to make good thi, 
gap to the ullnost extent possible, the committee recommended a scheme of 
grants-in-aid comprising a general purpose grant and specific purpose grants. 
The general purpose grant was to be determined on a per capita basis at the 
rate of Re. I for major Municipalities and Corporations and Rs. 1·50 for 
minor Municipalities. Grants for specific purposes equivalent to 50% of the 
expenditure in the case of Corporatoons and major Mun'cipalities and 
66 2/ •% in the care of minor Municipalities were also recommended. All 
these recommendations have been accepted by the Government except tile 
rate of 66 2/3% of expenditure in the case of minor Municipalities which 
was reduced to _SO%. Ap~t from these, the Corporations and Municipali· 
ties are also enutled to vehocles tax compensation as indicated earlier. 
Grants are al!o given for urban improvement schemes. 
15·51 This syst~ is certaiuly a great improvement on the previous practi· 
ces; and Kerala lS one of the very few Stato:s hwina such a code of Munici· 
~al grants.. It may'· however, ~ pointed out that grants based on popula· 
tion alone, thouch 1t helps considerably to meet the local needs, is not very 
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scientific. For iristance, the per C-lpita grants to Corporations and M•mici
palities recommended by the committee referred to above have been fixrci 
very generally, based on a sample study. This p~ttern might have created 
inequities as among individual Corporations and MunicipalitiC!. 

15 ·52. Here a few general principles of grants-in-aid to loc1l bodie• m~y 
l:e enunciated. In giving grants, it has to he ensured that Local Bo:lies 
exploit their sources of revenue to the maximum and provide a 1easonable 
standard of services and amenities to the people. Thus grants hwe to be 
correla·ed with the services rendered. The p:·inciple of matching grants 
should be fully exploited so that they may be an inducement to maximise 
collections by Local Bodies. Further, linking the grants with the hivels of 
taxation and expenditure performance may also be a useful device. In the 
case of poorer local bodies wh!ch may stand to lose under such conditions, 
they may b~ given general purpose block granu. General purpose grants 
for strengthening th~ administrative structure of the L>c~l Bodies and 
capital grants for development purposes are also necrssary. 

15.53 The resources position as wdl as tJ,e needs of Individual local bodies 
are constantly and rapidly changing. For inst<~nce, according to the 
Municipal Grants Enquiry Committee the annual requirements of the corpo
rations and MunicipalitieJ were assessed at Rs. 325 1akhs per year. The 
position has changed since then with a sh>rp rise in revenues (to Rs. 450 
lakbs in 1967-63) as well as expenditures con•equent on rapid urbanisati ,n. 
The same is the case with the P.mchayats. So far as rural local boches in 
general are concerned a clear picture would emerge 'lnly after the passing 
of the P<~nchayati Raj Act. In any case, with growing popuh.r demand for 
),,cal services and amenities, the responsibilities of the local bo lies are b.>uad 
to increase necessitating lar~er outlays for their needs. Therefore, there is 
imperative need for a per ill lical review of the fbances of local bod:es, so 
that the extent of devolut1on from State revenues and the g.-ants-io-aiu 
required by each local body over a period of, say, five years can be rationally 
determined af1er m<~king a comprehensive study of all a•pects of the 
question. 

15.54, The need for undertaking a periodical review of the finances of 
local bodies with a view to ensuring the provision of adequate resources to 
them to meet the cost of their essential services has been emphasised by the 
Rural-Urban Relationship Committee, which recommended the constitu· 
tion of a Municipal Finance Commi.ssirm. Con,idering the extensive 
powers and responsibilities that may be devolved on the rural lo.:al bodies 
under the proposed Panchayati Raj Act, we are of the view that there is need 
for a permanent LoCdl Bodies Fin~nce Commis•ion in Kerala to make a 
comprehensive review of the financial position of all local bodies, both rural 
and urban, from time to time, and to make recommendations regardiog 
(a) the allocation and distribution of land-tax among the local bodies, and 
(b) the grants-in-aid to be given to individual local lodies having regnd to 
the revenues that could be raised locally with best efforts and their re~uire
ments for providing a minimum level of services and amenities to the people, 
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As no such comprehensive study of the finances. of local ~odies ha~ been 
attempted so far, it may be ne~ssa~y to appomt ~ specral officc:x" soon 
after the passing of the Panchayati RaJ Act, for c?IlectJ.ng and collattng all 
the requisite informacion. Such a strengthemog of the data-base would 
facilitate the work of the Local Bodies Finance Commission. 

Loan jina11ce. 

15 55 Finally, local bodies require substantial amounts of capital to 
fi~nce their development works such as water supply, drainage, markets, 
roads commercial undertakings and so on. By and large they depend for this 
purp~se on loam from the Government under Plan Schemes. But the alloca· 
tions for these schemes by the State Government are meagre. 

15.56 The local bodies derive their powers of borrowing from the Local 
Authorities Loans Act, 19H. Under section 3 of the Act, they are allowed 
to borrow money either from the State Government or from non-govern
mental sources wit!1 the permission of the State Governmenb. Although this 
is the case, except for big cities like Bombay, Calcutta and Madras, the 
sources of meeting the loan requirements of loc~l bodies are limited, and so 
they have to depend exclusively upon the State G;>vernments for loans. 
Since the State Governments themselves arc in severe fin.anc1al straits, they 
may not be able to p•·ovidc adequ~te financei out of the St~te ex-chequer. 
15.57 In this cnntext, we may re·call the suggestion made by the Rural
Urb3n Rclationshtp Committee (1966) app~inted by the Min'stry of Health 
and Family Planning for the creation ol a Municipal Finance Corporation, 
and would recommend instead the establishment of a Kerala Loc..1l Finance 
Corporation for advancing loans to all local bodies, whether urban or rural, 
for meeting the c;lpital (mostly remunerative) requirer.ents of their enter· 
pr aes (transport, markets, cinemas, hotels, etc.). The authorised capital of 
the Corporation may be subscribed to by the local bodies the Central and 
State Governments, financial institutions like the Life Insu~ance Corporation 
and the Unit Trust of India, and some of the Commercial Banks. In order 
to replenish its own resources, it is necessary that this corporation should 
work on purely commercial lines and have powers to issue debentures and to 
raise market loans guaranteed by the State Government. 

Summary of conclusions and recommendations. 

1. The imb1lance between the obligations and resources of local bodies 
has to be cor!-'Ccted by a suitable matching of powers and finances, providing, 
at the aame time, for the fulfilment of n 1tional priorities on the one hand 
and for a measure of local initiative on the other. 

(P .. ragraph 15.9) 

2_. . A four-fold approach is necessary for strengthning the financial 
pos•tton of lo~l bodtes to enable them t > meet their obligatio:n fully. First, 
the local bodies sh• uld be prepared to e'<nloit to the fullest p3ssible extent 
the tax sources placed at their disposal. Second, the State G-'verment should 
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devol~e adequate sources of revenue to them. Third, there should be a well· 
conceiVed system of grants-in-aid to meet the remaining gap in their 
resources. And finally, a suitable system ofloan finance to meet their needs 
of development has to be designed. 

(Paragraph 15 · 22) 

3. The loClll bodies should be able to collect at least ninety-five per cent 
of the tax demand for each year; in cases of failure to realise this, the 
reviewing officers should try to find out th ~ reasons for such failure and take 
remedial action. 

(Pdragraph 15·23) 

4. There is scope for raising the rate ofproptrty tax in urban local bodies 
within the maximum of twenty-five per cent laid down in the Acts, They 
should immediately review the posit'on and appropriately raise the rate lly 
gradual stages. 

(Paragraph 15·25) 

5. Most panchayats are even now levying building tax at the minimum 
rate (four per cent) only. They should take urgent sttps to raise the rate by 
gradual stages to an appropriate extent. 

(Paragraph 15 26) 

6. Instead of appointing a central valuation agency for urban locsl bodies 
on the lines recommended by the Municipal Grants Enquiry Committee 
(1963-64), the valuation machinery to be employed for the assessment of the 
capital value of lands and buildings may be utilised for the quinquennial 
valuation of buildings for the purpose of local taxation. The local body may 
suitably reduce the rate oflevy in case it is found that th1: general incrrase in 
the tax burden would create hardship to the people at large. 

(Paragraph 15 · 27) 

7. The Govemmcnt of India may be moved to implement, as early as 
possible, the recommendations of the Committee of Mini! ters constituted by 
the Central Council of Local Self-Government that ""II Central Government 
properties should be made liable to levy of full taus by t3.e local bodies in 
the same manner in which the State Government properties are or for that 
matter any private property is liable". 

(Paragraph 15·28) 

8. The Government of India may also be moved to implement the 
recommendation of the Committee of Ministers referred to above to raise the 
maximum limit of profession tax to Rs. 500 in the case of individuals and 
Rs.12,000 in the case of companies by suitably amending article 276 of the 
Constitution. 

(Paragraph 15·29) 

9. Collection of profession tax may be centralised just as in the case of 
income-tax. Thus, the heads of all offices may be made responsible for the 
recovery of profession tax frO II' the pay bills of the employees and for passing 
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on the amount to the local body. Appropriate rules may be issued for the 
purpose under the relevant Acts. Ir·necessary, concurrence of the Govern
ment of India may abo be taken in regard to the em,Jloyees of the Central 
GJvernment and ofinstitutions under its control. 

(Paragraph 15 · 30) 

10. The local duty on transfer of property may be rais~d to the maximl:'~ 
provided for in the Acts, i. e. five per cent in. Gorporat!•;ms, and Mumct
palities and four per cent in· P.mchayats. In vtew of the· mcrease suggested 
aeparJ.tely in regud to the stamp duty proper an en~an:eme~t of the local 
d11ty beyond four per cent in rural areas may not be JUStified m the present 
context. 

(Paragraph 15 · 31) 

11. Th~e is justification for a substantial increase in the • ~aximum ~tc 
of entertainment tax leviable under the Kerala Local Authontles Entertam
ment Tax Act. Since most of the local bodies are not even levying .the tax 
at the maximum rate of twenty-five per cent already provided for· in. the 
Act, there is scope for augmenting the revenue from this source even within 
the limits set by the existing law itsel£ 

(Paragraph '15.33) 

12. The entire proceeds of the proposed tax on land based on its capital 
value may be apportioned among local bodies on the basis of well· conceived 
principles. In addition, the proceeds of the non-recurring tax on new build
ings may also be allocated to them. 

(Paragraph ·15·35) 

13. With the introduction of the new system of land. tax the property 
tax being levied by urban local bodies might be converted into a building 
tax (recurring) based on the annual rental value. ' 

(Paragraph 15_.36) 

14. As a rule the State Government should not impose any surcharge or 
additional rate on the taxes given over to local bodies, In the case of enter
tainment tax, show tax and profession tax, the additional tax and surchargei 
al~ady impos•d may be withdrawn when the local bodi•s suitably enhance 
~hCU' ra!es. The tax on land may, howev<!l', be treated on a different foot
mg. Smce the Government has assumed full responsibility in the areas of 
education an~ health, it should have the freedom to impose suitable cesses 
on land to ralSe a part of the resourc•s needed for the provision of education 
and health services to the people. 

(Paragraphs 15.!17 and 15.38) 

15.. The existing system of determining the compensation payable to 
local bodies out of the proceeds of m~tor vehicles tax is by and large, 
scientific and fair, and accordingly there i• no need for ch~ging it. 

(Paragraph 15.41) 
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16 •. GuidO'lioes may be prescribed fot' the transfer of poramboke lauds 
to panchayats. Tbe Jandt that are not required by the Government for 
speeific objeets ean be immediately banded over to the local bodies, subjeet, 
howevcn-, to the condition that such lands •hould be restored to the Govern· 
milllt whenever they are required rc.- any specific purpose. 

(Paragraph 15.42) 

_17. The duty of protecting avenue trees on the highways and other 
P. W. D. roads, besidea tl'eel growing on public plaees and compounds, may 
he entrusted with the local l!octiu. 

(Paragraph 15.43} 

18, Ia the search for new avenues fOt' resource mobilisation, local bodies, 
especially corporations and municipalities, may hereafter think of atarting 
commercial enterprises like cinemas, hotcll and 10 on. Whenevct' corpora· 
tions and municipalities come forward with definite propoaals for taking 
over the distributinn of electricity within the limits of their jurisdiction, 
they ahoulcl be sympathetically considered; this function may be entrusted 
to cllem on suitable term1 provided the Bleetric:ity Board, after duo iJlvati.. 

. gation, fiads that they are able to run the system eJficiently. . 
. (Paragraph 15. 44) 

19. Based on a detailed plan or land cJ-.:lopment, surplus land available 
in urban areas over a ceiling to be fixed by appropriate authority may be 
taken over under the provisions of the Land Acquisition Act and / or a 

. special enadment for the purpose; IIUCh lands may be impro~ either for 
n:liclendal purpc~~a or for other deelared objects. Residential plots may be 
reallotted to persons who do not own any houae or land, the sale value 
being determined after adding a rea•onable margin to the costs of acq uisitinn 
lll1d developmeat. A revolving fund wJJI have to be set up tOr this purpose. 
to which the Government should contribute a aignmcant •hare. The plllli· 
bili*Y of getting substantial contributions from the Life Insurance Corpora
tion and other financing Institutions, besides commercial bankl, may abO be, 
~lored. •. (Paragraphs 15.46 15·47 and 15.48) 

20. The Conowing principles may be followed in regard to grants-in-aid 
to local bodies:-
. (ll} it has to be CIISUI'Cd that local bodicl ezploit their sources of revenue 

to the :aaazimum and proYide a reasonable atandard of service~ and 
· amenities to the people; 

(b) .. an iadualment to mazinrise collections the prindple or matching 
grants may be adopted; 

(c) grants may be linked with the levels o£ taxation and ezpenditure 
perfonnancc; 

(d) poorer local boclies which may atand to lose under the conditions 
indicated above may be given general purpose block grants; 

4/341/G. 
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(e) general purpose grants for strengthening the administrative struc
ture oflocal bodies and capital grants for development purposes are 
also necessary. 

(Paragraph 15.52) 

21. There is need for a permanent Local Bodies Finance Commission in 
Kerala to make a comprehensive review of the financial position of all local 
bodies, both rural and urban, from time to time, and tG make recommenda
tions regarding (a) the allocation and distribution of land tax among the 
local bodies, and (b) the granU·in·aid to be given to individual local bodies. 
To begin with, i. e., soon after the passing of the Panchayati Raj Act, a 
special officer may be appointed for collecting and collating all the requisite 
information which would facilitate the work of the Commission. . 

(Paragraph 15.54). 

22. A Kerala Local Fin."lDce Corporation may he established similar to 
the Municipal Finance Corporation recommended by the Rural-Urban 
Relationship Committee appointed by the Ministry of Health and Family 
Planning. l'he authorised capital of the Corporation may be subscribed to 
by the local budiea, the Central and State Governments, financial in•titutions 
like the Life Insurance Corporation and Unit Trust of India, and some of 
the commercial banks. It should have powers to issue debentures and to 
raise market loans under the State Government's guarantee ' 

(paragraph 15 ·57). 
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Allnexarel 

COMPARATIVE RATES OF ENTERTAINMENT TAX 

Kmlla 

The rate of entetainment tax leviable by the local bodies in Kerala 
varies from ten to twenty-five per cent on each payment for admission to any 
entertainment. Besides, an a Iditional tax on entertainments is levied for 
and on behalf of the State Government at the following rates:-

Where such payment (inclusive of the enter· 
tainment tax levied) is-

(i) below 50 paise 

(ii) 50 paise and above but does not 
exceed Re. 1 

(iii) over Re. 1 

RIIIt of tax 

5 paise 

10 paise 

20 -paise 

The tax is collected by the concerned local authorities along. with the 
entertainment tax and made over to the Govcrament after deducting two per 
cent towards collection charges. 

j.{adru 

, The Madras Entertainment Tax Act,~1939, provides for the levy of a 
tax on each payment for admission to any entertainment at the (allowing 
rates:-

Where such!paymentiis-

(i) not more than 30 paise 

(ii) more than 30 paise but not more 
than Rs. 1 ·50 

(iii) more than Rs.~1· 50 

Rau oftt~Jt 

One-fourth ofauch 
payment 

One-third of such 
payment 

Two-fifths of such 
payment. 

Ninety per cent of thefcollection is passed on to the local authorities con• 
cemed and the balance of ten per cent is retained by the Government. 

In addition to the Madras Entertainment Tax Act, 1939, the State 
Legislature has passed a law called "Madras Inca! Authorities Finane: Act, 
1961" empowering the local authorities, i. e. CO."Poration of Madra1, m•mici
pal CBuncils, township committees and panchayat union councils, to levy a 
surcharge on entertainment tax and on ahow taz to augrnent their finances. 
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The Act came into force on 1st Aprll 1962 and provides for levying a sur
charge at auch rate, not exceeding the rate of tax indicated in the paragraph 
above, as the local authority may determine. The power to fix th~ actual 
rate (within the maximum rate pres~ribed in the Act) is vested in the local 
body concerned. The entire proceeds from the surcharge are passed on to 
the local authorities coneerned. 

M.,sor1 
The rates of entertainment tax levied by the State Government are:

Rale of tax 
Where the payment (excluding the amount 

oftax) · 

(i) does not exceed fifty paise 

(ii) exceeds fifty paise but does not 
exceed one rupee and fifty paise 

(iii) exceeds one rupee and fifty paise but 
does not exceed three rupees 

(iv) exceeds three rupees 

Twenty per cent of 
such payment 

Twenty-five per cent 
of such payment 

Thirty per cent of 
suc:h payment 

Thirty-five per cent 
ofsuch payment 

In addition to the entertainment tax, the State Government is also levy-
ing a surcharge of fifty per cent of the tax. · 
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ANNEXUREll 

Recommendations of the Committee appoinJed w1der Section 18 of the K1rala 
Motor Vehicles Taxation Act, 1963, in regard to the paym:nt 

of compensation to Local Bodies, 

(a) The motor vehicle tax compensation to local bodies for each of tile 
years from 1-7-1963 to 31-3-1968 may be paid on the basis of the percentage 
of the net vehicle tax revenue each year as indicated below:-

Total road 
PerClntage of net vehicle 
tax reuenue to IH paid 

units as compensaJion 

Municipalities and Corporations 8575 3·987 

Panchayats 1606 0•745 

Cannanore Cantonment Board 80 0·037 

Guruvayoor Township 61 0·023 

--- -
10322 4•797 

--- ---
(The remaining 205690 road units are under the maintenance of the 

P.W.D. with funds provided fiom General Revenues and hence the payment 
of compensation does not arise.) 

(b) As the Kerala Motor Vehicles Taxation Act came into force only 
oa 1-7-1963, vehicle tax compensation to the various local bodies in the 
above proportion for the year lq63-64 may only be 75 per cent ofthe amountl 
so arrived at. 

(c) The share of vehicle tax" compensation payable to each of the corpo• 
rations, municipalities and panchayats during every year shonld be I worlied 
out on the basis ofthe units of road length maintaiaed byJ each calculated 
according to the principles mentioned • 

. (d) Local bodies which are at present getting ad~hoc amounts of com· 
pensation which are in excess of those payable according to the above ratta 
may continue .to get the amount which they are now getting till 31-3-1963. 

(e) 90 per cent of the vehicle ta:.; compensation paid to the local bodlea 
during the previous year may be paid to them in July every year aDd the 
balance amount may be paid before January after getting final figures from 
the Accountant General. · 

(f) Grants for maintenance of non-motorable roads maintained by 
panchayats may be continued to be given by the Government. 
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(I{) While making the payment of vehicle tax compensation in accor
dance with the recommendations of the committee detailed above, the ad hoc 
compemation already paid to the local bodies for the period in question has 
to be deducted. · 

The Government accepted the recommendations of the committee, sub-
ject to the following conditi01;s:- · 

(;l) Any other grant paid to the corporations and municipalities for 
maintenance of roads only (not capital expenditure or dustless surfacing, etc.) 
should be merged with the grants nnctioned on the basis of recommenda
tions of the committee. This would not, however, be necessary in the case 
of panchayats as recommended by the committee, since the compensation to 
them is very a:nall and as, in their case, the number of units of roads com· 
puted for payment of compensation is only in respect of motorable roads 
which form only a small fraction of the total roads maintained by them. 

. (b) While sanctioning disbw·sements of compensation the fact that 
there are certain Government dues oulstandiog against some municipalitie,, 
etc., should also be considered. 
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STATEMENT I 

Inc01:ne of panchayats for the year 1967-68 

Rs. 

House Tax 61,02,005.42 

Service Tax 2,79,644.51 

Profession Tax 27,91,838.22 

Vehicle Tax 4, 7015 73 . 26 

Entertainment Tax 18,29,476.03 

Show Tax 2,80,213.82 

lncome from Markets 14,84,425.68_ 

Land Cess 1,72,863.83 

Licence Fees 15,11,554.38 

Duty on Transfer of property 1,03,49,246. 79 

Surcharge on Building Tax 21,852.12 

Mi•cellaneous Receipts 1,28,01,120.51 

Total 3,80,94,824.57 

Grants 84,56,712.00 

Total including Grants 4,65,51,536.57 
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STATEMENT II 

Details of taxes collected by the panchayats for and 
on behalf of the State Government 

1967-68 

Surcharge on Additional tax on Surcharge on 

District profession tax entertainment show tax 

(1) (2) (3) (4) 

Trivandrum 1,488.52 1,35,239.08 5,208.39 

Q.uilon 5,358.32 1,92,283.17 7,278.82 

Alleppey 4,275.58 1,20,987.87 3,886.13 

Kottayam 15,468.81 2,02,069. 69 8,120.82 

Ernakulam 7,773.17 3,20,285 .17 10,193.20 

Trichur 11,918.74 2,53,409.12 11,534.26 .. 

Palghat 8,555.85 1,97,923.97 8,937.27 

Kozhikode 6,123.01 2,95,982. 90 7,465.45 

Cannan ore 4,602. 79 1,78,085.80 4,760.01 

Total 65,564.79 18,96,266 . 77 67,384.35 
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STATEMENT III 

Dellllllld, collection and balance statement of panc:bayats 
1967-68 

District Total demand Total collection Balance 

(lj (2) (3) (4) 

Rs. Rs. Rs. 

TrivaJ:J.drum 38,75,864.62 28,08,640.14 10,67,224.48 

Quilon 59,56,877.13 48,25,461. 71 11,31,415.42 

Alleppey 39,43,134.84 34,62,117.48 4,81,017.36 

Kottayam 52~48,567 .84 . ' . ' ~ 
4~,21 ·9.40. 55 7,26,627.29 

Eniakulam 51,25,969.14 34,09,067.55 17,16,901.59 

Trichur 31,05,064. 60 25,27,65Q •. 61 1 5,77,413,99 

Palghat 60,00,415.23 44,60,882.19 15,39,533 . 04 

Kozhikode 64,30,418.06 49,96,879. 77 14,33,538. 29 

Cal:manore 44,34,610.69 36,03,189. 02 8,31,421.67 

Total 4,41,20,922 .15 3,46,15,829.02 95,05,093 .13 

Percentage of collection to demand=78.5%. 
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STATEMENT IV 

Grams received by Mu~cipalities* ha 1966-67 

General purpose Grant. 
Special Dearness Allowance Grant 
Vehicles Tax Compensation 
Special Project Grant 

Total 

Rs. 
14,3$,034;~ 

62,176.00 
24,91,796. 00 

7,47,369.00 

GoverDment revenue collected by Municipal Councils* 
dnriDg the year 1966-67 

Additional Entertainment Tax 
Surcharge on Show Tax 
Surcharge on Profession. Tax . 

Total 

ru~ 
17,04,147·.00 

32,8~.-00 

.P~~~-~o 
17,64,601..00 

Demand, CoUection and Balance Statement of Municipalities* 

Rs. in lakhs 

1965-66 
1966-67 

Demmul 

299.38 
401.82 

Collection 

245.03 
341.46 

Percentage of collection to demand in 
1965-66=81.9 
1966-67=85 

• Corporations not included. 

Balance 

53.91 
55.82 



F. CONCLUSION 

.J:{348JG· 
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16.+ As a result this State has become one of the heavily tased units of the 
Indian Union. I~ a State where taxation with reference t~ the potential 
has already reached •almOl't saturation ,Jevels, the task of. dtscovenng fresh 
avenues of taxation is indeed difficult. This situation bas imposed severe 
restrictions on our efforts at locating possible sources of ':dditional resource 
mobilisation. More significant than the revenue potential revealed by our 
analysis is the change in the overall approach indicated !n our R:epor~. 'We 
have attempted to design a new scheme of land taxation, rationalise. and 
simplify the structure of some of the major taxe• like sales tax and agricul
tural incom~tax, and rectify the imbalances and inequities in the structure . 
and content of most of the State taxes. We have also felt the need for 
atreamlining the working of the public sector undertakinga and increasing 
their productivity and profitability. Thus, an integrated, systematic and 
rustained effort is called for to realise the full benefit Of. the schetne of tau• 
tion outlined in the Report: 

16.5 As evident from our recommendations the focus of our attention 1Jas 
be~n on rationalisation rather than on enhanced rates. This is done partly to 
tetnper the extreme inequities visible in the existing syltem and structure of 
taxation and partly to augment the revenues through the tightening of the 
t•x machinery. As such the full 'mpaa of the scheme cannot. be felt in the 
i~~~mediatejrcscnt. For instance, land taxation based on the capital value 
of the Jan wil\ take time to materialise. Similarly toning up of tax 
administration cannol be done all at once. Even subsidies which llave lost 
their promotionr 1 significance can be withdrawn only by stages. At the .same 
time equity considerations as applied to commodity taxation and personal 
agricultural income-tax have rendered these sources less attractive. Adjust
ments made in the rates and fees are also moderate. But exemptions can be 
withd•·awn forthwith; measur.s to tighten the tax machinery may be generated 
without delay. Even the rationalisation ofrates and tariff could be under· 
taken at an early date. ·1 bus, if a synchronised movetnent,in all the direc
tions eould be initiated immediately their full fiscal impact could be felt in a 
couple of years. What . is important, therefore, is a carefully phased pl'Q
gramme of implementation •. Our estimate of additional resources is based on 
such an assumption. 

A. Ellirtfll" of lltidition.I lt»<atior&for !h' Fourlh Plan. 

16.6 On the basis of our recommendations, the additional resources that 
can be niaed during the Fourth Plan period (1969-74) is estimated at 
Rs. 35·48 crores. A statement sbowinl!' the additional revenue anticij)ated 
in each year .under the ~rious item;s is ![iven in the Anntxure to this chapter. 
The usumpuons underlymg our estJmattons are briefly indicated beloW!-

Taxu on loruls tmd buildinp. 

16.7 ,~e scheme. of taxation of land based on capital nlue is a hi hi 
producttve and fteJuble source ofre,enu~ Tbe yield can however be '!.J 
tnated with an)". d~ree of accuracy only after a COIIlplete 'valuati01; of lands 
and the dctermtnat•on of the rate of taz. If a machinery could be created 
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without delay it could reasonably be expected to complete valuation of!and 
throughout the State within a period of 3 years. . During this period, 
expenditure may have to be incurred for the valuation oflands and other 
administrative arrangements. In tbat case tbe new scheme of land taxation 
can come into ope1ation from 1972-73. A minimum net increase of 
Rs. 1 crore per annum n.ay be targeted for the last two years of the Fourth 
Plan period. From this, the administrative costs incurred during the first 
three years, estimated to be Rs. 50 lakhs in all, may be deducted. The net 
additional revenue from land tax for the Fourth Plan is therefore placed at 
Rs. 1 • 5 crores. 
16.8 The yield from the non-recurring tax on new buildings is assumed to 
be Rs. 25 lakhs a year from 1970-71 onwards. No collection is expected 
during 1969-70, as some time will be taken for passing the necessary legisla
tion and for .issuing rules etc. 

Agricultural iru:ome-tax. 
16.9 The rationalisation of the rates suggested by us may result in an 
increase of Rs. 36 lakhs a year in the tax revenue from companies and a 
reduction of Rs. 6 lakbs a year in the revenue from others (individuals, 
Hindu undivided families etc.): the net result is an increase of Rs. 30 lakhs 
a year. Credit for this amount is taken in 1969-70, with a five per cent 
growth rate in the subsequent years. 

Sales tax. 
16.10 Baaed on the turnover ·for 1966-67 an increase of Rs. 7 5 lakhs a year 
is anticipated in sales tax revenue as a result of our recommendations re
garding changes in the rates. The effect of the exemption 'ffoodgrains and 
firewood has also been taken into account in the above calculation. The 
)ield for the subsequent years has been estimated to g•ow at seven per cent 
perarmum. 

Taxes on motor ue!Ji&/es. 
I 6. 11 The additiQnal revenue consequent on the proposed increase in the 
seating capacity of stage carriages is estimated at Rs. 102 lakhs. For the 
ezisting vehicles, time till March 1970 may be necessary for effecting the 
change. Hence the full financial dfect of the proposal may be felt only 
from 1970-71 onwards. Credit has also been taken for the increase in 
revenue from vehicles newly registered (about 400 a year on an avcragf'} 
during the Fourth Plan period. 
16.12 We have also recommended revision of the rates offccs for certain 
services. It is estimated that there wi!J be an increase in revenue to the 
extent of Rs. 4 1akhs per armum on this account. 

State excise duties. 
16 13 The introduction of auction system in the case of wholesale foreign 
Jiq~or shops and the levy of differential rates of luxury tax in the case of 
restaurants and clubs may bring iu an additional revenue of Ra. 5 lakhs per 
annum. 
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16.14 On an approximate estimation, the additional yield c~nseq~ent o~ 
the revision of the ratts of stamp duties, court fees and regtStratton fee~ 
r~mended by us would be abeut Rs. 75 lakbs during 1969-?0 .• A five 
per cent increase in the subsequent years C?f the Fourth Plan ~od 19 also 
assumed. Tho withdrawal of the exemptiODI suggested by us ,19 czpected to 
increase the revenue by Rs. 5 lakhs a year. The check eva11on of stamp 
duty on conveyances relating to landed prCiperty, we have suggested that the 
duty may be levied on the basil of the value of the property. This reform 
can be brought into force only when the valuation of lands for purposes of 
land tax is completed. Accordingly fioom 1972-73 onwards, credit for an 
additional revenue of Rs. 20 lakhs under stamp duties and registration fees 
together is taken in our estimations. 

Ellt:lrit:i!1111ri.ffs. 
16.15 We have suggested a scheme for the rationaliJation and revision of 
electricity tariffs to be made operative from April 1970. Based on the likely 
utUisatio11 of power during tbe remaining years of the Fourth Plan, the 
additional revenue from revi•ion of tariffs is estimated to be Rs. 12•08 crores 
during the above period. There will he corresponding increase in the duty 
which works out to Rs. 2 · 02 crorea for the same period. 

1616 Administrative measures to improve the yield from the existing taxes 
and duties have been suggested by us in a number of cases. These meiuures 
include toning up of the departmental machinery, tightening of the proce
dures for levy and collection of tax, and plugging of loopholes for evasion. 
It is not possible to estimate even approximately the additional revenue that 
might accrue by sucb measures. In the case of agricultural income-tax, our 
studies have revealed that a large number of people deriving agricultural 
incomes escape taxation and that, even in the ease of those who are within 
the net, their tas liability is not often realistically determine4. Systematic 
cfforll at a fuller exploitation of this source will result in a signifinant 
increase in the revenue. We have aho suggested the desirability of 
aggregating agricultural and non-agricultural incomes and imposing an addi· 
tiunal tax on the basis of sucb aggrigation. This measure can be implement
ed only ifthe Government oflndia passes necessary legislation and authorises 
the State to m1ke th~ levy. The~c is no. doubt that i~ case this proposal 
comes through, the yteld from agncalturalmcomc·tax w1U increase further. 
Und«:r sales ~ we have recommended .a higher rate fJr bi11ger hotels and 
catermg establishments; we have also po•nted out the areas where considera• 
ble evasion of tax is taking place. Succession duties and wealth tax oa 
agriculmralland arc other prospective sources which can ho.vever be 
tapped only if the Centre is prepared to exploit them for the 'beo.efb of tho 
States; thi• is a matter to be decided by Centre-State and inter-State consul
tations. The sugges~o~ made for the mo:c economic and fuller utilisation 
of forest resources . if unplcm~tcd may merease the yield from the forests. 
Tile State's total 1nvestment 1n Government commercial and industrial 
undertakings in Kerala is &.16·72 crou:s and the dividend ratio during the last 
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three years bas been less than 1 per cent. We have indicated the directions 
in which efforts should be made to increase their profitability. If concerted 
attempts are made, there is no reason why higher reiUrDB cannot be BeCUred 
in the coming years. These are some of the potential sources of additional 
revenue which we have not taken into account while estimating the resources 
for the Fourth Plan. 

B. .Mtlilional usourt:U for 1M lual botliu. 

16.17 Our recommendations on the subject of local governmcmt finance 
have beeo desij(ned to strengthen the fiscal base of the local bodies in the 
State, apart from increased transfers of resources from the State Government 
by way of grants and loans. Thus we have suggested railing the rates of 
property tax (building tas) and entertainment tax within the emting statu
tory ceilings. The duty on transfer of property can similarly be enhanced 
to the muima prescribed in the Acts. The additional yield from these three 
items is estimated as folloWB:-

(i) Prop.rty 1m: (urMd b)' 1/u C01porations 41Ul Munil:ipalilia). 

The maximum limit prescribed in the Act is 25 per ceat of the rental 
value. The average rate of actual collection works out to 12.5 per cent 
only. The amount collected in 1966-67 was of the order of Rs. 83 lakhs. 
Even on a modest estimation, a fifty per cent increase over the present 
collections can be taken into account. The additional revenue on this basis 
will be Rs. 4 I .5 lakhs a year. 

(ii) Buildinx tm: (lnliel b)' Panella,1ots). 

The statutory ceiling is 10 per_ cent of the rental value. The averace 
rate of collection is below 6 per cent; the amount collected in 1966-67 was 
about B.s. 61 lakhs. Assuming a minimum of fifty per cent increase over the 
present yield, the additional revenue can be placed at Rs. 30 • 5 lakhs. 

(iii) EnlerttniiTMnlllut. 

. As stated in para 15 · 33, an increase of 30 to 35 per cent over the 
present collections can be anticipated if our proposal to ra1111 the rates to the 
maximum permissible under the Act is given effect to. The collcctions from 
entertainment tax in aU the local bodies in the State came to Rs. 4.5 lakha in 
1966-67. A thirty per cent average increase in the rate would fetch Rs. 13·.5 
lakhs a year. 

(iv) Duuon trt#Ufer of propm,. 
Panchayats now levy this duty at 3 per cent altllinst the maximum 

rate of 4 per cent prescribed in the Act. Except one CorForatiou, all other 
local bodies also levy the duty at S per cent though the statutory ceiling in 
their case is 5 per cent. If our recommendation to levy the duty at the 
maximum rates is implemented, an additional revenue o£ Rs. 40 lakhs a year 
can be expected 
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Thus, the total improvement in tbe.finances of .the local bodies under 
the above specified items will be Rs. I · 25 crores a year or Rs. 6 · 25 crores 
over the Fourth Plan period. 

16.18. In regard to profession tax, we have suggested methods to improve 
collections; the enhancement of the ceilings prescribed in the· Constitution : 
suggested by us will also go a long way to augmenting the ·yield from this 
source. Incidental to the increase in the yield from motor vehicles tax as a 
result of our recommendations in chapter 7, there will 'be corresponding 
increa•e in the share of the local bodies. The suggested creation of a central 
valuation machinery to assess the rental values of buildings would, besides 
solving one.of the most vexed problems facing the local bodies, . increase the 
revenue from building tax. We h;;ve also tried to locate new potential areas 
of resource-mobilisation. The scheme for taking over urban lands in excess 
of certain limits for development and re-distribution is an instance in point. 
If poramboke lands are entrusted to local bodies for management as proposed 
by us, it will constitate another source of income for them, particularly, for 
the panchayats. The starting of commercial enterprises like cinemas, hotels 
etc. is another activity that can usefully be taken up by local bodies. The 
distribution of electricity is yet another field of operation which can be 
exploited with advantag~ by those corporations and municipalities that can 
build up the necessary administrative and technical organisation. We have 
no doubt that, if the local bodies put forth determined efforts in these direc
tions, they will be able to achieve a greater degree of self-reliance and fiscal 
stability. 

C. Progress in reDenue colleclions. 
16.19. Attempts at resource mobilisation would be rendered largely infruc
tuous if a !ubstantial portion of the taxes and duties leviable under the 
exis~i~g laws iP left uncollected. Side by side with the efforts for raising 
add1t1onal resources by means of new measures, vigorous steps have to be 
taken for the collection of arrears of revenue. The total revenue collected 
and the arrears of revenue pending collection as at the end of each of the 
5 years from 1962-63 to 1966-67 were a' shown below:-

Year Total Arrears pending collection Percentage of 
revenue at the end of March (3) to (2) 
collected 

(1) (2) (3) (4) 

(Rs. in crores) 
1962-63 66·02 10·98 16·63 1963-64 72·26 10·20 14·12 1964-65 80·88 10·37 12·82 1965-66 82·10 10·69 13·02 1966-67 108·69 ll·64 10· 71 
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The details of the amounts outstanding as on 31st March 1967 are: 

I. 
2. 
s. 
4. 
5. 
6. 
7. 
8. 
9. 

10. 
11. 

SONrce of rtvenue · 

Sale~ tax 
Forest 
Land revenue 
Agricultural income-tax 
Taxes on vehicles 
Public Health Engineering 
Irrigation 
Police 
State excise 
Geological Department 
Other sources of revenue 

Total 

Am•unt pending collecliJJn 

(Ra. in lakhs) 

483·63 
134·19 
124·51 
105•64 
60·26 
58•99 
38·84 
35·05 
30·37 
27•32 
65·03 

1163·83 

(Source: Audit Report for 1968) 

The amounts shown above include arrears more than 10 yean old. The State 
Finance Department has been conducting half-yearly reviews of revenue 
collections and urging the Departments to expedite the collection of the 
arrears. A review of the progress in arrear collections till the end of March 
1967 conducted by that department disclosed that, except in four depart.. 
ments, the percentage of arrear collections was low, ranging between 2 per 
cent and SO per cent. · 

16·20. As remarked by the Public Accounts Committee • most of the 
arrears could be collected if the departments undertake a comprehensive and 
co-ordinated drive to realise the amounts. The Heads of Departments and 
other supervisory officers should keep a close watch over the progress achiev· 
ed in the collection of arrears and any laxity on the part of the field a taft' 
should be guarded against. Allied to this is the question of raising demands 
properly within the frame of the Cltilting tax laws. In several cases (e g. 
assessments of sales tax, agricultural income-tax, etc), the determination of 
the tax liability is largely conditioned by the individual judgements of the 
departmental officers and hence their qualities of efficiency, competence and 

• Para 12·17 of the Third Report Vol. I of the Public Accounp 
Committee ( !967-68). 

4f348JG. 
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devotion' to work assume importance. Leakages in reve~~ue can to a large 
extent be prevented by building up the depanmental erranisation and deve
loping a proper esprit dccorps among the stafF. The t~~o of !U collt;etions 
is thus linked "ith peraonnel management and admmiStraUve efliaency, 
with the recruitment and training procedures, with the exercise of proper 
supervision and vigilance by the higher officers, and above aU with the atti
tudes and orientation of the field staff. 

D. Economy i11 ~xpmditure. 

16·21. One·way of improving the State's finances· iS by avoicling: infruc
tuous el(penditure and by enforcing financial discipline. In a State like 
Kerala, where taxation bas reached fairly high levels. recourse to economies 
and reduction of expenditure is of utmost importance. The need for eeonomy 
in expenditure has been highlighted by the Administrative Raorganisation 
and Economy Committee (1965-67) thus:-

"Witb the implementation of the Five Year Plans, there has· 'been a 
phenomenal increase in the expenditure of Government. Year 
aricr year, increasingly large outlays are provid~ for various 
schemes aimed at social and economic development. During the 
Fourth Plan period, the demands on the State exchequer are bound 
to grow still further. The need for avoidiDg all infructuous and 
wasteful expenditure is therefore grc:ater than ev~r before" 

16·22. We understand that steps for enforcing financial discipline and 
economy have been taken iD the past. These measures include restricting 
tours outside tho State, curbing expenditure on works, imposing cuts on pro
viaion for travelling allowances, banning creation of new postes, restrictiug 
•he use of depar!meotal vehicles, and so on. Government also took certain 
decisions on the reports of the Special Officer for Economy Measures during 
1963 and 1964<, involviug changes in the organisation of some of the depan• 
ments and reduction of staff. More recently Government ordered reduction 
of staff in certaiD cadres and reorganised certain departments on the basis 
of tbe recommendations ofthe Administrative Reorganisation and Economy 
Committee (1965-67). Action on many of the recommendations of this 
Committee has. not, h11wevcr, been completed. We need hardly reiterate 
that the Government should effect utmost economy in public spending with• 
out impairing the pace of development and standards ofadminiatrative effici
ency. We are, however, aware of the limitations in pursuing austetity 
measures to their logical end. For one thine, it may result in retrcac:lunent 
ofatafFwhich would aggravate the problem of unemployment. Secondly 
the pursuit of economy may sometimes lead to a fall in standards of efliciency 
"Uld affect the quality of the social ovemeads. Education and public health 
including medical facilities account for about 40 per cent of the total current 
e1:penditure of Government. · It is common knowledge that the lac:ilities pro
vided in these fields are far &om aatisfactory .and to ensure reasonable 
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standards inr educational and medical services larger outlays are called for. 
Thus the areas of expenditure where economy is practicable are limited. 

16•2S. Operating within these constraints, the Government has to be more 
vigilant in the matter of financial discipline. Economy does not mean 
arbitrary cuts in expenditures here and there; it is more a positive virtue 
thatsho11ld guide and influence the decisions and act'ons of all Departmental 
Officers;' Maximum service with minimum outlay is a desirable motto in 
public spending. In other words, maximum benefit should· be 'derived 
from each unit of money spent. We have no doubt that proper attention 
to'financial discipline would pay good dividends by eliminating wastage 
and conserviBg valuable resources. Areas where large spending (eg., public 
:works) takes place may be singled out for work studies by specialists with a 
view to find out whether the systems and procedures can be rationalised and 
whether the operational costs can be kept down. Subsidy is another aspect 
of expendituic which has to be kept under constant review. The object of 
the subsidy is to stimulate action in certain desirable directions. In certain 
sectors like agriculture, co-operation, cottage and small industries, several 
types of financial assistance are offered as an inducement to greater produc
tive efforts. , But. they should be withdrawn, when once the productive 
processes reach the self-sustaining stage. Except ia cases where they arc 
given on purely compassionate grounds, aids and subsidies should not be 
giv~n 'on a permanent basis. · The subsidy schemes should, therefore, be 
reviewed from time to time and suitable action taken to reduce the aid by 
stages so that they do nol: constitute au all~time liability on the tax-payer~ 

. ' 
Summar.JI of cqnclusions and recommendations. 

1. R<:~Durce mobilisation is possible not ~crely by recourse to additional 
taxation but also by prompt collection of current taxes and economy in 
expe>'l!diturc. 

(Paragraph Ito·l) 

2. An integrated, systematic and s~tained effort is called for, to realise 
the full benefit of the scheme of taxation outlined in thb Report. The 
estimate of additional resources is based on the assumption that a synchro
nbed movement in all the directions indicated in this Report would be 
initiated immediately and that a carefully. phased: programme of implemen
tation would be adopted by the Government. 

(Paragraphs 16·4and 16·5) 
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3. The additional resources estimated an: Rs. 35·48 crorcs for the Fourth 
Plan period (1969-74). This estimate docs not take into account the 
possible yield from certain potential sources of additional revenue which 
have been indicated in this Report. Improvement in revenue can be 
brought about by administrative measures aimed at toning up the Depart
menta, tightening the procedures for collection and plugging loopholes for 
evasion. A fuller exploitation of agricultural income-tax and the levy of 
additional tax by aggregating agricultural and non-agricultural incomes 
will lead to significant increase in the revenue from agricultural income-tax. 
Succession duties and wealth tax on agricultural lands are two prospective 
sources to blf tapped. The streamlining of the working of the .. commercial 
undertakings and the adoption of improved management and marketing 
techniques may bring in enhanced returns on the States investments in the 
industrial sector. 

(Paragraphs 16·6 to 16·16) 

4. The additional revenue that would accrue to the local bodies by 
implementing the recommendations regat ding property tax, building taz, 
cntcrtaimcnt tax and duty on transfer of property will be Rs. 6 · 25 crores 
for the Fourth Plan period.· The implementation of these recommendations 
together with the adoption of certain other measures suggested in this Report 
will go a long way towards ensuring a greater degree of self-reliance and 
fiscal atability to the local bodies. 

(Paragraphs 16 ·17 and 16 ·18) 

5. Heads or Departments and other Supervisory Officers should keep a 
dose watch O\"cr the progress in the collection ofarrcan of revenue. 

(Paragraph 16 · 20) 
6. One way ofimproving the State's finances is by avoiding infructuous 

C.'<pcnditure and enforcing financial discipline. Economy does not mean 
arbitrary cuts in expenditure. It is a positive virtue that should guide and 
influence the actions of all Departmental Officers. 

(Paragraph 16·23) 
7 .. Areas w~e!"C Ia~ spend_ing takes place may be singled out for work 

stud1cs !>Y spcaalists With a VIew to find out methods of bringing down 
expenditure. 

(Paragraph 16·23) 
8. S:Jbsidy schemes should be reviewed from time to time and suitable 

action taken to reduce the aid by stages so that they do not comtitutc an 
all-time liability on the taz-payer. 

(Paragraph 16·23) 
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Annexure 

ADDITIONAL RESOURCES FOR THE FOURTH PLAN 

(Ra. in lakhs) 

,J,o R- I I ..\..,. Total -.... ....... 
~ ... , ... l;; ... :;: ... :;; ... 1969-74 - - - - -- - - - --

1. TAXBS ON LANDS AND BUILDINGS-
(Chapter 4) 
(i} Land Tax based on capital 

value · -10 -15 -25 100 100 150 
(ii) Non-recurring tax on new build· 

ings .. 25 25 25 25 100 
--- ----
-10 10 .. 125 125 250 
----- --

2 AGRICULTURAL INOOME•TAX-
(Chapter 5) . 
Rationalisation of the rates 30 32 34 36 38 170 

3. SALES•TAX-(Chr,ter 6) 
Rationalisation o the rates 92 98 105 112 120 527 

4. TAXES ON MOTOR VEHICLES-
(Chapter 7). 
(i) Additional revenue due tt» 

increase in the seating capacity 
of carriages-
from existing vehicles 30 102 102 102 102 
from new registrations-1969-70 9 18 18 18 18 

Do. 1970-71 .. 9 18 18 18 
Do. 1971-72 .. .. 9 18 18 
Do. 1972-73 .. .. .. 9 18 
Do. 1973-74 .. .. .. .. 9 

- 1- ------
39 129 147 165 183 663 

(ii) Revision of. fees unrler the 
Kerala Motor Vehicles Rules 4 4 4 4 4 20 

1--------
43 133 151 169 187 683 - -

5. ExciSE DtrnEs-(l.'hapter 8) 
Auctioning of wholesale foreign 

liquor shops and levy of dift'crcn· 
tialluxuty tax on restaurants and 

5 5 5 5 5 25 clubl 



(Ra. in 'lakhs) 

&.0 ~-
I I 

J,"" Total -CN ~.., :§: ..... ~ ..... ~ ..... ., ..... ~ ..... 1969-74 ... - ... ... ... - -
6. STAMP DUTIES, COURT FEES AND 

RliODTRATION PEEs-(Chaptcr 9) 
. 

(i) Reviaion of rates 75 79 83 88 93 418 
(ii) Withdrawal of exemptions 5 5 5 5 5 25 
(iii) Lcvyofstamp duties and 

registration fees on con· 
veyauces, on the basis of 
the value of the prop01ty . . .. ,20 20 40 

- - 1--80 ~· 88 us. 118 483 - - -
7. ELBCTRIOITY TARil'I'S AND ' 

:rruTY-(Chapt01 II) 

i 

(l) TarifF ... j269 ~91 313 335 1208 
(ii) D11ty .. 45 49 52 56 202 

- - -.·• 314 340. 3~ 391 1~io - .. 
Grand Total .. 240 67& 723. 925 984 S548 
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CHAPTER 17 

SU~ARY OF RECOMMENDATIONS 

17 .1 The various reoommendatiom arising. from the foregomg ·chapters· iire 
osuinmar,ised in this 'chapter. These recommendations have been suitably 
cla,.ified with reference to the nature of action called for. For example, 
those' involving Constitutional amendments are listed 'out in one category. 
Recommendat:il)ns which require legislation by the> Union 'Or action by the 
Government ef India are· enumerated in the second category; Proposals 
lneeessitatiag inter-State consultation and joint or concerted action by the 
States form the third category. ·The next group consists ofrecommendatiollll 
.pq which the State Gov-u-nment bas to initiate action. There are also a 

few suggestiOJis which have to be acted upon by the local bodies . and others. 
These are given as the last category. ·' · · · ' · 

.17 .2. In chapter 1 we have explained our ·approach 'to the· p~bl~ms' of 
State tuation. Our recommendations should be viewed against the back• 

, grolind of the principles ·and objectives enunciated · therein. A ahift from 
Commodity-oriented to income and. property-oriented scheme of · tazation 
in so ·far as it :is. practicable within •the Constitutional limitations and 
without undue sacrifice of revenue· has been one of ·our maio objectives. 
Thus our propoaala.in~egard to State tases aro inter-related and should be 
viewed in their totality. Partial or piecemeal approach to the imple
mentation of thii' Report would sometimes distort the scheme of tuation 
and disturb the basic changes in the overall pattern and structure pf tQation 
envisaged 'in the Report. We would therefore reiterate the need for 
integrated and,~:arefully phased programme of implementation on the entire 
set.ofrecommendati!»ns contained in thi1 Report~ . 

A. IU&omwndtltions inaol11ing C..vtiiUlional'a,mdminll. 
· I . Corporate tax shouid be included in the divisible pooL 

· · · · (Paragraph 2.55) 

2. The Fmance CoDlDlhsion shpuld ~ made a permanent boc;Iy ~th a 
permanent Secrecariat. · . . 

(Paragraph 2.56) 

3 .. The recommendation of the Committee of Ministen ·i:onstituted by 
the Central Oouncil of Local Self-Government to raise the maximum limit 

. of profession tu to Rs •. 500 in the cate of individuals and Rs. 2,000 in the 
ca.e of compani~. ~y IUitably amending A~ticle 276 of the Comtiturion may 
·be impleiDell:ted. 

(Paragraph 15 . 29) 

B. · otizer &co-tlaiions in ruput of wlliti tiN Gotm7llllent of India ~ 111 6e . 
m11Did for laking auion. .. . . , : ,. . , . . . . 

I, The. Centre should , take the lrequisille initiative in ezploiting for 
. the benefit of .the States all the cues enumerated in Anicle 269 of :the 
Coa~titution. 

(ParagrapJa 2 ~ IS) 
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2. The existing provisions in the Estate Duty Act regarding exemptions 
may be so amended that the gifts ,ror charitable purpos~ made during a 
period of one year and other gifts made during a period of five years bcfere 
the death of a person arc brought within the scope of the tax. 

(Paragraph I 0.9) 

3. Succes.•ion duties may be levied on all properties after obtaining the 
requisite concurrence of the States in respect of .agricull!!ral land.. Until 
the esisting difficulties in the matter of imposing succession duty could be 
satisfactorily solved, the main objective behind this levy can be achieved by 
introducing a higher degree of progrr.ssivity in estate duty. 

(Parl\graphs 10.7 and 10.S) 

4. The States may be authorised by suitable Central legislation to levy 
wealth taz on agricultural land. 

(Paragraph 10.6) 

5. The commodities already handed over to the Centre for levy of 
additional c:ccise duty, may be brought back to the ambit of State sales 
tasation. Till this is done, the Centre should tap more :intensively the 
additional excise duty on these commodities. · 

(Paragra pbs 6.24 and 2.16) 

6. The Centre has made occasional inroads into the divisible pool of 
taxes; tjlls practice should be given up. . 

(Paragraph 2.17) 

7. Meeting a aubstantial jl?rlion of the revenue component of the State 
Plan (about 75 per cent} bes1des balancing the non-plan revenue account 
should be the basic principle of devolution of taxes. . . 

(Paragraph 2.55) 

8. If properly strengthened and developed, the National D~vel~pm~nt 
Council would be the moat convenient forum for high level decision-making 
on aU issues of national importance in planning and policy-making for 
development. Other outstanding inter-State or Centre-State problems 
could be handled by a National Consultative Council which may be 
constituted under Article 263 of the Constitution. 

(Paragraph 2.60) 

9. It is desirable that a high-powered commission be act up te review the 
varieus constitutional issues and practices affecting Centre-State relations. 

(Paragraph 2. 62) 
10. The Centre should write-ofF the unremunerative portion of the out

standins debt of ~e States and should confine loan financing to productive 
schemes. The enbre amounts of the postal and maall saviugs collections 
from a State should be allowed to be used by that State for financing produc
tive schemes. There should be more libcrallerms of borrowing by the States 
from the Life Inaurancc Corporation and from the Unit Trust of India. 

(Paragraph 2 .63) 
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11. To enable State Governments to collac:t an add'tiolllil tu by aggreo 
gating amcu1tural and non-agriculcural incomes, suitable legislation may 
be passed by Parliament een:ising the residuary powers under Entry 97 of 
the UDion Lisa. : 

(Paragrapla 5.25) 

12. Tho Indian Income Tax Act may be atnended with a view to reduc
ing the time limit for completing assessment to general inco.me-tu from 
four yean to three yeal'll. · 

(Paragraph 5.31) 
13. The definition of .'agricultural income' in the Indian Income Tax Act 

maY, be amended for removing the constraint that only lands asses>ed to land 
revenue or a local rate could be subjected to the levy ofagricultwal income
tax. 

(Paragraph 5.49) 

14. The removal of the difficulties experienced bv the exportCI'II ofm'lrino 
products requires the c.mcertcd efforts of the Central and Sea e G .vernments 
iD respect of production, maoketing and finances. 

(Paraga:apb 6. 32) 

. 15. The Central contribution for the development of road tran•port in 
the State may be enhanced in view of the State's special needs and the higher 
proportion of Central contribution made available to other !State Corpo
rations. 

(.Pouagraph 12.11) 

16~: The appropriate procedure of releasing Central assistance for road 
transport devei.Opm~nt is to route it through the Ministry of tbe Governm-nt 
of India dea iog with ro1d transport, the allocations being dete.mincd bf 
the Ministry of rinance in co .nf. rmity witJo the general pat erns and principlcl 
of Central assistance for develupment. · 

(Paragraph 12 .12) 

. 17. The recoaameodation of the C">mmittee of Mioisten constituted by 
the Centr-41 Council of Local S:li-Goveromrnt that "all Central Govern
ment properties should be mat<e !table to le•y of lull taxes by the I •Cal 
bodies ia the same uunner in which .he Sta•e G.>veroment propertirs are, or 
for that matter any priva•o property is, liable", ma)' be implemen•ed. 

· (Polt&graph 15.211) 

c. &CD7111111114111iotll i'!"'hling inm-SttJ,. CHptrlllwa tltl4 «!MMlttJIWn. 
1. To find a solution to the problem, ari·ing out of the di•parities in 

sales tax rates in Madras aad Kerala in rqard to petrol and dirsel oil. C"ft"orts 
may be made to come to an agreement betweeo States through i..ter-Stata 
con.sultation.s. 

4/348/G, 
(Paragraph 6.34) 
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2. The problem of avoidance of salestax by means of brancla or depot 
transfers inter-State may be examined in consultation with other States. It 
may be poasible to solve this problem by suitably amending the provisions 
of the relevant Central Acts. 

{Paragraph 6. 48) 

ll. The suggestion for the abolition of the tax on passengers and goods 
and the corresponding enhancement of the rates of motor vehicles tax might 
operate to the disadvantage of owners of transport vehicles regiseered in 
Kerala and plying in inter-State routes. To avoid such a situation, it is 
neceaaary to come to a suitable agreement with the neighbouring States. 

(Paragraph 7 . 18) 

4. For pursuading the Government of India to pass suitable legislation 
aUthorising the States to levy wealth tax on agricultural land, the Govern
ment should enlist the support of other State Governments. 

(Paragraph I 0. 6) 

D. -Rec~mmmdations inv•lving action on the part ojthl State Government. 

I • A 18'11: based on capital value may be levied on all lands irrespective 
of whether they are put to productive use or not and irrespective of tbe 
purpose to which they are put to use. The rate of land tax may be cxpres
•ed as a percentage of the capital value determined from time to time subject 
to a.ceiling ef one per cent. 

{Paragraph 4• 88) 

2. There should be a valuation macllinery to determine the value of lands 
throughout the State. The values once fixed may be in ~Jrcc ·normally for a 
period of five years. There should be arrangement for quinquennial 
revision. There should atso be provision to revalue lands even during this 
five-year period in exceptional cases whore a substantial alteration in the 
value has been brought about by unforeseen circumslanccs. 

(Paragraph 4· 88) 

3. As an incentive for development of lands by self-effort•, . a rebate on 
increases in value due to private investment may be given •. 

(Paragraph 4·88) 

4. With the imposition of this tax, the basic land tax and 'ihe plantation 
tax that arc now levied by the State Government and the property tax 
except on buildings that is levied by the local bodiC$ may. be discontinued. 
The proposal for the levy of a tax on non-agricultural lands need not also be 
pursued. 

(Paragraph ·t-39) 
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5. £ariy action should be taken to. unify me laws relating to thcdcvy o( 
irrigation cess. The rates of irrigation cess may alsa be suitably revised 
keeping in view the objectives indicated in paragraph 4·47. Before ~tarting 
collection of water cess, a detailed survey of the lands benefited by each 
irrigation project should be undertaken, so as to ensure that the burden of 
the cess falls only on those who are actually benefited by each scheme.' 

(Paragraph 4·47) 

6. Betterment levy on lands benefited by irrigation schemes tnay be 
discontinued as the increase in capital value consequent on the advent of 
irrigation will be duly taken care of by the taxation of land based on capital 
value. · 

(Paragraph 4 ·50) 

· 7 · A non-recurring tax on buildings may be levied based on their capital 
value. The rates of tax may be as suggested in paragraph 4·52. 

(Paragraph 4: ·52) 

8. Consistent with the •ability to pay' of the.different income groups, the 
present rate structure of agricultural income-tax may be revised as indicated 
bclow:-

(i} The exemption limit m'ly be raised from Rs. 3,600 to Rs. 4,000 in 
the case of individuals and from Rs. 6,000 toRs. 7,000 in the case 
of Hindu undivided families and others mentioned in Part 1 of the 
schedule te the Agricultural Income Tas Act. 

(ii) The upper limit of tho zero-tax slab may be raised from Rs. 1,500 
to Rs. 2, 000. . 

(iii) Tho facility for compounding may be extended to incomes not 
exceeding Rs. 10,000. · 

(iv) Supertax may be integrated with the basic agricultural income-tax. 

(v) The schedule of rates of agricultural income-tax in respect of asse~
sees other than companies may be revised aA proposed in paragraph 
5 · lo. This would lessen the taX burden of those in the lower 
income groups and ensure a greater degree of progressivity. 

(vi) On the analogy of she Central Income-tas laws, foreign · and 
· domestic companies may be tased at different rates, the tax rate 

.being higher in the case offoreign compan;es. The rate !tructure 
may be as suggested in paragraph 5·18. 

· (Paragraphs 5·15 so 5·18) 

9. It is desirable to preicribe separate forms of return of agriculrural 
income for companies and for other assessees. 

(Paragraph 5·20) 
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I 0. The agricultural income-tax wing may be separated from the sdes-tax 
admininr•ti•>n and retained as a separate. department ani put under the 
con•rol of the Member in charge of land revenue in the Board of Revenue. 
Suitat.le instructions may also be issu~ by the Board of Revenue to ·ensure 
maximum co-operation botween the penonnel of the Land Revenue and 
Ag,icuhurallncomc-tax Dcpartmenta. 

(Paragraph 5· 34] 

11 • The strength required under the different cadres forming the new 
/ogricuhurallncome-tax Department may be fixed and then the posts may be 
hlleJ up after ascertaining Che willingness of the personnel belonging. to the 
ex1sting Agricultural Income-tax and Sales-tax Department. If sufficient 
number ol persons are not opting for the new service the remaining post 
'may be filled up by followin~ the USllal recruitment procedures. 

(Paragraph 5·35) 

12. In the new set up two additional posts of Appellate Assistant· Com
missionen and one post of Deputy Commissioner at the State beadquartera, 
who may also function as exofficio Additional Secretary to the Board of 
Revenue, may be created. The Sales Tax Appellate Tribunal may continue 
to deal with second appeals as at present. · 

(Paragraphs 5 ~ 3 7 8t 5 • 38) 

13. It should be tnsured that every plot is inspected thoroughly before it 
is ass~sed to agricultural income tax for the unt time. Provition of depart• 
mental vehicles will greately facilitate the work of the assessing officers. 
When an assessee specifically asks for an iuspection of his holdings, his 
rtqu•st should be complied with. · 

(Paiagraph 5·41) 

14. · Under estimation of expenses is equally urjustified as' under-assess
ment of income~; while incomes ~huuld be assesssed strictly, cultivation 
expenses shuuld also be allowed on a more real •• tic basis. ' 

(Paragraph 5 · 42) 

15. The workload of the Agricultural Income Tax Officers may be 
reduced from the existins norm of 450 assessmenta to 300. · Junior Agri. 
cultural Income ThX Officen may be invested with powers of assessm~nt 
of incomes not cxceecling Ra. 7,000 as against the existing limit of Rs. 5,000 

(Paragraph 5 ·45} 

16. It may be eumined whether suitable restrictions on. the linea pro
vided in the ln~i~n Inco~~ Tax Act ~ay not b~ imposed to prevent the 
abuse of the cXISting provu10ns regardmg.rxc~puon of incomes from pro
perties held under trust or other legal obbgauons. A cumplcte review may 
be undertak:CI?- on the que.stion of exempting incomes from lands held, under 
trust for. rcligtous or chantablc purposes. 

(Paragraph 5·51) 
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17. A systematic survey of agricultural holdi•gs throughout the State 
may be undertaken with the object of bringing under the tax net all those 
who have so far escaped taxation. 

(Paragraph 5 ·54) 

18. In order to achieve a greater degrCf: of rationalisation in the sales tax 
structure, the following changes may be effected:- . 

(i) The sales tax on luxury goods may be raised from twelve per cent 
to fifteen per cent. 

(ii) Low priced radios and transistors may be taken out of the list of 
luxury articles and the tax thereon reduced to five per cent 
(single point). 

(iii) bullion and specie, precious atones and omamenu made of gold 
and ailver may be classed as luxury articles and taxed accordingly. 

(iv) The tax structure and rates in respect of some other commoditics 
may be modified on the lines suggested in paragraph 6·27. 

(Paragraph 6 · 27) 

19. Food grains and firewood, being articles of mass consumption, may 
be exempted from sales tax .. 

(Paragraphs 6·29 &; 6· 30) 

20. The removal of the difficultieS experienced by the exporters of marine 
products requires the concerted efforts of the Central and State Governments 
in respect of production, marketing and finances. 

(Paragraph 6: 32) 

21. While increasing the purchase tax on cocoanut and copra from two 
to three per cent, relief may be given to the Oil millers in the State by 
adopting the more felSible and practicable of the following altematives:-

(i) Foregoing the existing one per cent tax on sale of oil and cake; 
(ii) Collecting tax on sales at one per cent as at present and refunding 

the purchase tax on cocoanut and copra to the extent of two per 
cent; 

(iii) Increasing the tax on sales turnover from one per cent to two per 
cent and refunding the entire purchase tax at three per cent. · 

{Paragraph 6 · 37) 

22. Among the measures that may be adopted to reduce the scope of 
evasion of sales tax are simplification of the tax system, drafting the laws 
and rules in precise and clear terms and enumeration of the taxable and 
non-taxable goods without vagueness and ambiguity. A constant search 
may be made to find out the loopholes in the laws and systems and to· plug 
them effectively. 

(Paragraph 6·45) 



23. Trends of trade and channels of marketing may be studied li-om time 
to time, and suitable precautions taken to guard against suppression of turn
overs and omission of transactions in the accounts of the assessees. 

(Paragraph ~·45) 

24. Estimates of production of all important agricultural commodities 
may be compiled and, after making allowances for seed and wastage, non. 
monetised consumption, etc., may be compared with the actual tuinover 
assessed to tax with the object of finding out the probable extent of ewsion. 

(Paragraph 6 · 46) 

25. Arrangements may be made in consultation with the railways, port 
authorities and the airlines, for checking goods (to be notified for this pur
pose) entering the State at the railway stations, ports, airports and road 
chcckposts along the State borders, the consignmenta being released only 
upon production of permits issued by the appropriate sales tax authority or 
railway receipts countersigned by such authority, 

(Paragraph 6 · 4 7) 

26. The feasibilityofintroducing double-point taxation in the case of 
commodities which are now taxed only at the last , purchase point, su.ch as 
rubber with a view to solving the problem of avoidance of tax by the sale of 
goods inter-State directly by the producers, may be considered. If this is 
feasible, the following alternative rate-structure may be considered in regard 
to rubber; 

(a) two per cena at the first sale poino and three per cent at abe last 
purcb aae point; 

(b) three per cent at abe first sale point and two per cent at the last 
purchase point. 

(Paragraph 6·49) 

27 . The Board of Revenue should issue stringent instructions to ensure 
that appeals relating to sales t~ assessments are taken up in their chronolo
gical order, whether they arr: sunplc or complicated; whde reviewing the 
progress of disposals against the prescribed norms some weightage shouhl be 
given to the more complex cases. 

(Paragraph 6 ·56) 

213. All the app.-al cases n~t yet posted for hearing as on a particular 
date may be ~~a ted and diSposed of by appointing spec'tal. Appellate 
Assistant Commustoners. 

(Paragraph 6·56) 

29. A time-limit of six months may be fixed for disposing of fresh appeal 
cases; cases that are delayed beyond • this period. should be separdtely 
reviewed by the Board of Revenue and suttable remedial action taken. 

tParagraph 6·56) 
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30 It is not necessary to appoint Judicial Officers as Appellate Assistant 
Commissioners. But in selecting officers to the cadre of Appellate Assistant 
Commissioners preference should be given to persons having legal qualifica
tions; senior officers may be posted for appellate work so that they would not 
only be able to maintain high standards of detachment, impartiality and 
justice but also inspire confidence in the public. 

· (Paragraphs 6·57 & 6·58) 

31. An officer selected for placement as Appellate Assistant Commissioner 
may, before he starts functioning as appell'lte authority, be given training 
for, say, three months by attaching him to the Presiding OJticcr of a Civil 
Court, so that he may develop a judicial frame of mind. 

(Paragraph 6·58) 

32 . There should be properly equipptd reference libraries in the offices 
of tb.e Appellate Assistant Commissioners and the Tribunal. 

· (Paragraph 6 ·58) 

33. Prompt action should be taken on the decisions in appeal cases. 
Whether an order in appeal should be further appealed against sb.ould be 
decided within fifteen days in normal cases. Even in complicated cases the 
matter should be accorded a high priority at ail levels. 

(Paragraph 6 · 60) 

34. Refunds arising out of the decisions of appellate authorities should be 
given promptly; complaints of delay in this matter should receive serious 
attention. 

(Paragraph 6·61) 

35. Decisions of appellate authorities and High Court having a bearing 
on future assessments should be quickly brought to the notice of all assessing 
officers. The Board of Revenue should also issue suitable clarifications and 
instructions based on judicial verdicts for the guidance of the assessing 
authority. 

(Paragraph 6·62) 

36. Formal application for compounding tax need not be iruisted upon; 
&II dealers whose turnover is withln the prescribed limiu may be enabled to 
pay tax at compounded rates without further formalities. Necessary amend. 
ments may be made in the Act and Rules for this purpose. 

(Paragraph 6·63) 

37. The taxable turnover, and not tho total turnover, may be the basi 
for allowing composition of tax. 

38. As in the case of dealers in cooked food the compounded rates may 
be expressed in terms of fixed sums in the case of other dealers also. The 
rates suggested in paragraph 6· 64 may be adopted for this purpose. 

· (Paragraph 6·64) 
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39. At it appears tbat there is a good deal of:evamm or tax by the pro
prietor• of hotels and rcst'iurants, the tales tax department may take steps to 
pay more attention to this sector, 10 that all those who have _escaped tax are 
brought into the net. . 

(Paragraph 6·68) 

40. Oases of bardebip arising out of the assessments made ill respect of 
small bakeries while biscuiu and cakes were liable to siogle-point sales tax 
may be viewed with sympathy and appropriate relief given by way of P!lrtial 
remission of the tax due. 

(Paragraph 6·69) 

41. Food served ill hotels with an annual turnover of not less than Rs. 2 
Jakht may be taxed at a higher rate often per ce~~t. 

(Paragraph 6·70) 
42. A committee may be comtituted in the tales tax department to exa

mine all the ezistiag forms and rcgistera and to make recommendations to 
symplify thtm to the eztcnt possible and to el.iminate those which do not 
serve any useful purpose. 

(Paragraph 6• 71) 

43. The J!oard of Revenue may iatue a set of iDstructions to the subordi
nate officers for improving the relations between the public and the sales tax 
department. 

(Paragraph 6·74) 
· 44. Important decisions taken by the Government or the Department 

which ue of interest to the.dealers may be Fuhlished from time to time. 
(Paragraph 6·74) 

45. Senior officers in the Board of Revenue ahould, in the course of their 
tours, contact representatives of trade and commerce, and devise (and imple
ment measures by which an a\mosphere of co-operation could he established 
between the department and the dealers. 

(Paragraph 6·74) 
46. The sales tax department may iS'Iue bulletins or start a regular 

journal for the benefit of the dalcrs, who may be enlisted as subscribers to 
the journal. Authoritative interpretations of law, useful summaries of 
~udicial verdicts and of departmental insuuctions may be 11iven in the 
JOUrnal. 

(Paragraph 6·75) 

47. The Sales Tax Adviaory Committee may be revived as early 88 
po1Bible. 

(Paragraph 6 · 76) 

48. The tax on passengers and goods may be abolished and the rates 
of motor vehicles tax correspondingly enhanced. 

{Paragraph 7 ·17) 



49. the proposal submitted by the Motor Vehicles Department to the 
Govemrrent for revision of the seating capacity of vebiclrs of diffrrrnt wbed
bases may be accepted. Time till the end of March, 1970 may be allowed 
to the operators for completing the- conversion of existing vehicles fitting 
them into the new seating pattern. In the case of transport vehicles to be 
newly put on the road, provision of seats under the revised formula can be 
insisted upon as a condition precedent to registration, . 

{Paragraphs 7·24 & 7·25) 

50. The fees prescribed under the Kerala Motor Vehicles Rules may be 
revised as recommended in the_Annexure to Chapter 7. 

- (Paragraph 7·26) 

51. Early steps may be taken to fix suitable norms of workload and to 
strengthen the clerical and other staff of the Motor V chicles Department to 
the extent found necessary on _the basis of such notms. 

(Paragraph 7 · 28) 

52. While agreeing that the decisions to dispense with the system of 
maintenance of D. C. B. accounts in respect of all non-transport vehicles is a 
step in the right direction, it is considered necessary to adopt other appro
priate measures, like periodical checking of such vehicles enroute, Co ewure 
that taxes are being paid without default by their owners. 

(Paragraph 7 • 29) 

53. An accounts branch inay be organised in each ofthe Regional Trans
port offices under a Head Accountant. 

{Paragraph 7. 29) 

54.- It is desirable to have a properly organisrd Planning and Development 
Wing at the headquarters of the department so as to make a systematic study 
of taxation and the problems relating to transport development. 
- (Paragraph 7 .30) 

55. , Suitable arrangements m<1oy be made in the Motor Vehicles Depart· 
ment to ensure proptr supervision over the work done by the subordinate 
officers. 

(Paragraph 7. Sl) 

56. Effective measures may be taken to counter the tendency on the part 
of certain excise ~:ontractors to monopolise the au:tiou; new contractors 
may be inducted into those areas where monopoly has been established. 
In this connection the question of giving the right of vend to tappers' co
operative societies on suitable terms, in places where such a course of action 
is fea.•ible may aho be carefully considered. The problem has in any case 
to be tackled from a long term point of view. 

(Paragraph 8.10) 
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57. Systematic and continuous efforts should be made ~o root-out illicit 
distillation, smuggling and misuse of medicinal and toilet preparations or 
industrial alcohol. The department should be geared for this purpose by 
tlrengthening the staff or providing adequate vehicles or by other suitable 
measures. 

(Paragraph 8.12) 

58. The proposal for the establishment of a Government distillery may be 
taken up when the supply position of molasses improves. 

(Paragraph 8.13) 

59. The system of licensing wholesale foreign liquor shops may be discon
tinued and these shops may be sold in auction. 

(Paragraph 8.15J 

60. Diffca·ential rates of luxury tax based on the turnover in the case of 
rcstaural'lts and on the number of members in the case of clubs, may be 
adopted in the place of the c>Cisting flat rates. The races indicated in para· 
graph 8 .16 may be followed. 

(Paragraph 8.16) 

61. Stamp duties (non-judicial stamps) may be rationalised and simplified 
on the lines indicated in the Schedule to Chapter 9. 

(Paragraphs 9.10 to 9.14) 

62. M~st oftbe existing exemptions from stamp duty are in the nature of 
hidden subsidy, and can therefore be withdrawn. Only those ezemptions 
which arc listed at the end of Chapter q need be continued. . 

(Paragraph 9.16) 

63. The most effective methorl of dealing with evasion of stamp duty 
will be to relate the duty on conveyance nf immovable properties to their 
capital value. 

(Paragraph 9.19) 

64 The Court fees payable in certain cases may be rcvisrd as indicated 
in paragraph 9. 24. The value of propenics determined for levying land tax 
based on capital value under the new scherr.e proposed in Chapter 4 can be 
prescribed as the basis lor determining court fee also. 

(Paragraphs 9.24 & 9.26) 

65. The fees for registration of documents may be enhanced as indicated 
in paragraphs 9.29, 9.:il, 9.!12, 9.~4 and 9.35. Exemptions may be with
drawn to the extent suggested in paragraphs 9. 30 and 9. 33. 

(Paragraphs 9 . 29 to 9. 35) 

66. For detecting evauon of stamp duty, there is need for a systematic 
check o~ the documents afte.r rcgistrat~on; .this can be done by the internal 
audit wang recently created 111 the Registration Department. 

(Paragraph 9 .36) 
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67. The promulgation of a unified law to regulate the conduct of chitties 
and kuries in the whole State may be expedited. 

(Paragraph 9.37) 
68. The Government ofKerala and the .State Electricity Board should 

impress upon the Planning Commis•ion, the Government of India and the 
State Governments in the southern region about the efficiency of investments 
in the power sector in K.erala an I the possibility of power supply at rela
tively cheap rates provided the nei11hbouring States agree to make large-scale 
purchases of power from Kerala. 

(Paragraph 1 I. 28) 

69. A more balanced investment pattern is required in respect of power 
generation capacity on the one hand and the transmission and distribution 
sy1tem on the other. 

(Paragraph 11. 35) 

70. There is need for a detailed and scientific enquiry into the structure 
of electricity tariffs in Kerala with a view not only to making the Electricity 
B >ard a growing and profitable concern but also to ensuring that the rate· 
structure performs tbe role of promoting economic development in the 
various secton ofindustry and agriculture. 

(Paragraph 11. 46) 

71 . The wrong policy of long term contractual obligations as in the case 
of the present spec.al rates of power tariff should be clearly avoided. in the 
future. Special rates negotiated in individual cases wherever new industrial 
ventures are involved should take into account the relative economics of the 
particular industrial venture. 

(Paragraph 11.47) 

72. Entrepreneun wishing to start new industries in the State may be 
given a suitable rebate in the power rates for an initial period of three to 
five years. 

(Paragraph 11.5 7) 

7!1. The scheme of nationalising all long-and medium-distance routes 
alone during the Fourth Pl.m period is found more practicable than a 
scheme of complete natiunalisation. 

(Paragraph 12.10) 

74. The primary task of the Government should be to ensure that the 
investments on the public sector undertak;ngs become revenue-generating 
assets, thereby enabling the Government to rai>e more non-tax revenues. 

· (Paragraph IS. 7) 

75. The financial advisers of Government industrial concerns shouli not 
only be experts in the field of financial management but should have ade" 
quate experience in industrial maf\agcment and marketing. M.odern financial 
management should be introdured as a necessary elemrnt in the day-to-day 
management decision-making of the public undertaking;, &-a ;,er than as an 
cxiiCnded arm of . tho b~eaucratic.! control mechanism of the Government. 

(Paragraph 13.10) 



76. The recommendation• of the Administrative Reforms Comminion 
which have relevance to the GovertUDent undertakings in the State may be 
identified and appropriate remedial mQIUres initiated. 

(Paragraph 1 S .11) 

77. 'l here is scope for integrating some of the public sector concerns in 
Kerala into 'sector corporatirns' in order to bring about maximum opera-
tional economics, better peraonnel management and so on. , 

. (Paragraph 13 .12) 
78. A sector corporation may be formed by in~grating the proposed 

forest Cllrporation, the eJ<isting Forest Industries (Travancore) Limited and 
the Plantation Corporation of Kerala. · 

(Paragraph 1 S .13) 
79, It is necessary to detect the causes for the defective working of each 

public sector undertaking and to take immediate action to rectiry the defects 
10 that the performance of the companiel can be made more satistactory. 

(Paragraph 13 .17) 

80. A management cadre may be created for running all the commercial 
and industrial units in which the Government of Kerala has effective con
trol. All officers io the Government administrative ser11ices may be given 
option to join the manal!ement cadre. Once they are absorbed in the new 
cadre, they sh~uld not be transferred ·back to general administration. 
RecruitmenU may ala.o be made iiom industry and trade. 

(Paragraph 13·18) 
81. Necessary steps may be taken to enrure a ateady supply of. mc:rcury 

to the Travancore-Cochin Chemicals Limited. 
(Paragraph 13 • 86) 

82. It is high time that the Government takes a clear stand od the 
question of encroachmenu offorest lands, declare their pOlicy in unambi
guou~ terms and adhere t·J it faithfully. The demarcation of reserve forests 
mould be completed as quickly as possible. 

(Paragraph 14·12) 
83, A Master Plan for forest managemtnt may be drawn up so that· the 

prescriptions in the working plans can be related to the schedules and pro
Rrammes contained in the Master Plan and co-ordinated with the Five Year 
Plan Schemes. 

(Paragraph 14·14) 
8+. The forestry scke!"es should be orien~e~ to the requirements of the 

industry; a comprehenstve survey of the cwsung forest resources vis-ll·vis 
the needs of the industries may b! undertaken. Improvement and diversili.
cation of th,c forest st.>ck to ~ter to the. ncejs of a g~wiog industrial arctor 
ahould mouvate t~c formulation, and .IDl~lementauon of forestry policiea, 
A properly organued ~~arch wmg wtU tmpart greater _dynamism. in the 
fOJ'cot management poliCies. . !liS.: -

(Paragraph_14•15) 
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85. EfForts should be made to put to economic utilisation :the Wmmin1s 
and other waste materials arising out of the extraction of timber. 

(Paragraph 14·16) 
86. It is not advisable to pesmit grazing of cattle in the fo~st 

except in areas which can be converted into grazing circles. At 
other places the system of cutting grass under departmental supervision aad 
selling it outside the forest areas JDay be followed. ' 

(Paragraph 14 •17) 
87. It is not worthwhile to introduce the system of departmental collec

tion of minor forest produce. Any abuses in the present system of auctioning 
should be prevented by the vigilance of the departmental stafF. In areas 
where there is a concentration of Hill Tribes the possibility of organising 
them into co-operative societies and entrusting the collection of minor forests 
produce to such societies may be explored. 

(Paragraph 14 •18) 
88. The Forest Department should not he burdened with purely agri

cuhural operations like tho raising of pepper and cardamom plantations. The 
proper course would he to demarcate the areu suitable for auch plantations 
and entrust the work to a public corporation. Either the esisting Planta• 
tion Corporation o£Kerala Limited may be entrusted with these items also, 
or a new public corporation mal be formed for tho planting of pepper, car
damom, oil palms, etc, 

(Paragraph 14·19) 
. 89. The depart.Lent should be toned up with a view to check effectively 

smuggling and pilfer1ge offorest produce. 
(Paragraph 14·20) 

90. A public corporation may be formed for the exploitation of forest 
resources.· While organising the corporation it has to be ensured that it is 
manned by competent personnel having not only technicdl know-how in 
forestry operations, but business acul'tlen, knowledge of marketing and sales 
techniques and managerial skins. The whole range of activi1ies from collec
tion of forest produce to their disposal may be entrusted to tho Corporation. 

(Paragraph 14•23) 
91. The imbalance between the obligations and resources of local bodies 

has to be corrected by a suitable matching of powers and finances providing 
at the same time for the fulfilment of national priorities on the one hand and 
for a meuuro oflocal initiative on the other. 

(Paragraph 15 · 9) 
92. A four-fold approach is necessary for strengthening the financial 

position oi local bodies to enable them to meet their obligatioos fully. First, 
the local bodies ahould be prepared to exploit to the fullest possible estcnt 
the tax sources placed at their disposal. Second, · the State Government 
should devolve adequate sources «>f revenue to them. Third, there shoulrl be 
a well-conceived system of grant~~oin-aid to meet the remaining gap in their 
resources. And finally, a suitable ayatem of loan finance to meet their needs 
of development has to be desigllcd. . 

(Paragraph 15 • !2) 
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93. Collection of pro!C5sion tax may be centralised just as in. the ClSe of 
income-tax. Thus, the he .ds of all offices may be made responstble for the 
recovery of profeuion tax from the pay bills of .the employees a':'d for 
paaing on the amount to the local body. Appropnate rules may be tssu•d 
for the purpose under the relevant Acts. If nc=sary, concurre11ce of the 
Government of India may also be taken in regard to the employees of the 
Central Government and of institutions under its control. 

(Paragraph 15. 30} 
94. The local duty on transfer of property in panchayat areas may be 

raised to the maximum provided for in lbe Kerala Panchayats Act, 1960 
viz. 4 per cent. 

(Paragraph 15.31) 
95. The entire proceeds of the proposed tax on land based on its capital 

value may be apportioned among local bodies on the basis of well-conceived 
principles. In addition, the proceeds of the non-recurring tax on new 
buildings may also be allocated to them. . 

(Paragraph 15. 35) 
96. With the intrcduction of the new system of land tax, the property 

tax being levied by urban local bodies might be converted into a building 
tax (recurring) based on the annual rental value. 

(Paragraph 15 .36) 
97. As a rule the State Government should not impose any surcharge or 

additional rate on the taxes given over to local bodies. In the case of 
entertainment tox, show tax and profession tax, the additional tax and 
surcharges already imposed may be withdrawn when the local bodies 
suitably enhance their rates. The tax on land may, however, be treated on 
a different footing. Since the Government has assumed full responsibility in 
the areas of education and: health, it should have the freedom to impose 
suitable cesses on land to nuse a part of the resources needed for the provision 
of education and health services to the people. 

(Paragraphs 15.37 and 15.38) 
98. Guide-lines may be prescribed for the transfer of poramboke lands 

to panchayats. 1 he lands that arc not required by the G.>vernment for 
specific objects can be immediately handed over to the local bodies, subject, 
however, to the condition that such lands should be restored to the Govern
ment whenever they are required for any specific purpose. 

99. The duty of protecting avenue 
P. W. D. roads, besides trees growing on 
be entrusted with the local bodies. 

(Paragraphl5.42) 
trees on the highways and other 
public places and compounds may 

(Paragraph 15.43) 
100. Whenever corporations and municipalities come forward with definite 

proposals for uking over the distribution of electricity within the limits of 
their )urisdiction, such requests should be. sympathetically considered; this 
funcuon may be entrusted to them on su1table tertns provided the Electri
city B:>ard, after due investigation, finds that they a•e able to run the 
aystcm efficiently. 

(Paraaraph 15.44) 



. I 01. Based on a detailed plan ofland development, _surplus·lan~ available 
m urban areas over a ceiling to be fixed by appropnate autbortty may ~e 
taken over under the p1ovisions of the Land Acquisttion A_ct, and/or 3: ~pec~al 
enactment for the purpose; such lands may be improved etther for restdenual 
purposes or for other declared objects. Residential plots may be reallotted 
to persons who do not own any bouse or land, the sale value being deter
mined after adding a reasonable margin to the costs of acquisition and 
de-.:etopment. A revolving fund will have to be set up for this purp':lsc:.. to 
wh1ch the Government should contribute a significant share. 'fhe posstbtlity 
of getting substantial contributions from the Life Insurance Corporation and 
other financing institutions, besides commercial banks, may also be explored. 

(Paragraphs 15.46, 15.47 and 15.48) 

102. The following principles may be followed in regard to grants-in-aid 
to local bodies: 

(a) it has to be ensured that local bodies exploit their sources of revenue 
to the maximum and provide a reasonable standard of services and 
amenities to the people; 

(b) as an inducement to maximise collections the principle of matching 
grants may be adopted; 

(c) grants may be linked with the levels of taxation and expenditure 
performance; 

(d) poorer local bodies which may stand to lose under the conditions 
indicated above may be given general purpose block grants; 

(e) general purpose grants for strengthening the administrative 
•tructure of local bodies and capital grants for development pur
pO!es are also necessary. 

(Paragraph 15 . 52) 
103. There is need for a permanent Local Bodies i'inance Commission in 

Kerala to make a comprehensive review of the financial position of aU local 
bodies, both rural and urban, from time to time, and to make reeommenda· 
tions regarding (a) the allocation and distribution of land tax among the 
local bodies, and (b) the grants-in-aid to be given to individual local 
bodies. To begin with, i.e., soon after the passing of the Panchayati Raj 
Act, a special officer may be appointed for collecting and collating all the 
requisite information wllich would facilitate ti-e work of the Commission. 

(Paragraph 15. 54) 

104. , A Kerala Lo( a) "i'inance CorForation may be established similar to 
the Municipal Finance Co;·po,ation recommended by the Rural-Urban 
Relationship Committee appointed by the Ministry of Health and Family 
Planning. The authorised capital of the Corporation may be sublcribed to 
by the local bodies, the Central and State Governments, Financial institu· 
tions like the Lite Inrurance Corporation and Unit Trust of India, and some 
of the commercial banks. It should have powers to issue debentures and to 
raise market loans under the State Government's guarantee. 

(Paragraph 15.57) 



105. Resource mobilisation is possible not merely by recourse to addi
tional taxation b:tt also by prompt colbction of current taxes and economy 
in expenditure. 

(l';.ragraph 16·1) 

106. Heads of Departments and other supervisory officers should keep a 
close watch over the progress in the collection of arrears of revenue. 

(Paragraph 16 · 20) 

107. Areas where large spending takes place may be singled out for work 
studies by specialists with a view to find out methods of bringing down 
expenditure. 

(Paragraph 16·23) 

108. Subsidy schemes should be reviewed from time to time and suitable 
action ta\en to reduce the aid by stages so that they do not constitute an 
all-time liability on the tax-payer. 

(Paragraph 16·23) 

109. An integrated, systematic and sustained effort is called for, to 
realise the full benefit of the scheme of taxation outlined in this Report. The 
estimate of additional resources is based on the assumption that a synchronis
ed movement in all the directions indicated in this Report would be initiated 
immediately and that a carefully phased programme of implementation 
would be adopted by the Government, 

(Paragraphs 16·4&16· 5) 

E. Recomn14ndalions on which tU:Iion has to 61 ttlketl by others. 

I. Kerala State Electricity Foard. 

1. All efforts have to be made by the Electricity Board to achieve a 
return or 9 · 5 per cent (excluding proceeds from electricity duty) on the 
capital base by the year 1970-71. 

(Paragraphs 11 · l1 & ll · 19) 

2. The Government of Kerala and the State Electricity Board should 
impress upon the Planning Commission, the Government of India and the 
State Governments in the southern region about the efficiency of investments 
in the power sector in Kerala and the possibility of power supply at relatively 
cheap rates {lrovided the neighbouring States agree to make large-scale pur
chases of power from Kerala. The Electricity Board should also evolve a 
price strategy based essentially on the principle of 'incremental costing' so 
that addi~ional sales can: _be effected, thereby making at least marginal 
contributtons to profitabllity. 

(Paragraph 11 · 28) 
:3. The primuy obj<ctive or the Electricity Board should be the attain

ment of a desired "sales effon" identified in terms of very clearly laid down 
sales tragets. 

(Paragraph 11 · 29) 



399 

4. The outlook of every power engineer should be so re-oriented as to 
encourage him to look out for fields of developing power loads. The achieve
ment of the engineers shouU be measured in terms of load development and 
consequent increases in revenue in his area. 

(Paragraph 11 · 30) 

5. The existing minimum guarantee system needs to be reviewed; a 
liberalisation of the terms of minimum guarantee with a view to expand the 
consumption of power supply is necessary in the present context. 

(Paragraph 11· 31)' 

6. The Electricity Board should evolve suitable work norms for various 
categories of personnel and improve managerial techniques at all levels with 
a view to ensuring maximum productivity. The special study currently 
being made by the National Productivity Council should be given all the 
importance it deserves, so that full advantage is taken of its considered recom• 
mendations for achievmg maximum economy in the utilisation of personnel. 

(Paragraph 11· 32) 

7. In the present situation of increasing unemployment in the country, 
productivity techniques should aim at reducing cost per unit of output or 
service thtough better organisation of productive operations and by cutting 
down unnecessary overhead expenses and avoidable waste, and not by 
labour-saving devices like mechanisation or computerisation. 

(Paragraph 11 · 33) 

8. The procedure of purchase and provisioning of stores has to be 
rationalised so that only essential items are purchased and stocked for the 
minimum period necessary. In the matter of training for inventory control, 
the Board should take full advantage of the specialised assi!tance provided by 
the Indian Statistical Institute. 

(Paragraph 11· 34) 

9. · A more balanced investment pattern is required in respect of power 
generation capacity on the one hand and the transmission and distribution 
system on the other. 

(Paragraph 11•35j 

10. As a norm it may be stipulated that the losses of electricity in trans
mission should be kept below 1 S per cent. 

(Paragraph 11· 36) 

11 . Unless the present set-up o£ the Board, with distorted em.>hasis on the 
production function to the utter neglect of the marketing functions, is re
modelled on modern lines, the quest for profitability has no chance of 
success. The senior and middle management of the Board should be given 
the necessary reorientation in such diverse fields as marketing, muketing 
research, operation ~research, network techniques and modern managemenl 
practices in general. 

(Paragraph 11 • 3 7) 
4/348/G. 
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12. Since the attempll to increase the profitability of the Electricity Board 
~hoald be concentrated on the marketing or selling effort, it is not proper to 
enhance Electricity rates across the line for covering 'anticipated' revenue 
deficilll. However, there iJ some scope for revising certain rates upwards as a 
supplementary measure. 

(Paragraph 11· 33) 

13. There is need for a detailed and scientific enquiry into the structure 
of electricity tariffi in Kerala with a view to not only making the Electricity 
Board a growing and profitable concern, but also to ensure that the rate
structare performs the role or promoting economic development in the 
various sectors of indus'ry and asriculture. 

(Paragraph II .46) 

14. The wrong policy oflong-term contractual obligations as in the case 
of the present special rates should be clearly avoided in the future. Special 
rates negotiated in individual cases, wherever new industrial ventures are 
involved, should take into account the relative economics of the particular 
industrial venture. Though it is not possible to lay down rigid rules in this 
regard, it is advisable and even necessary to formulate general guide-lines for 
administrative action and tariffnegotlations.j 

(Paragraph 11.47) 

15. A market survey may be conducted to determine the demand 
pattern and the rate structure conducive to promoting sales in respect of com
bined lightiag and power loads (all-electric homes). If such studies would 
indicate the relative insensitivity of the consumers to changes in power rates, 
there will be a good case for raising the rates relating to this category 
of consumcn. 

(Paragraph 11.59) 

16. Electricity tariffs may be revised as suggc;s~ed in paragraphs 11.60, 
11.61, 11.62,11.65,11.66 and 11.67. The revt•1on may be implemented 
from the beginning of the financial year 1970-71. 

(Paragraphs 11.60 to 11.62 
and 11.65 to 11.68) 

17. Entrepreneur. wishing to start new industries in the State may be 
given a suitable rebate in the power rates for an initial period of three to 
five years. 

(Paragraph 11.67) 

lB. A re~ar supply of power to the Kerala Ceramics Ltd. ahould be 
ensured in new of the fuct that its cflicient working is largely dependent on 
firm power supply. 

(Paragraph 13 .42) 
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11. Kerala Stall Road Transport Corporation. 

1. £new tyre retreading unit may be set up at central place in the State. 
It should be ensured that tyres are withdrawn as and when they are due for 
retreading, so that their life can be prolonged. 

(Paragraph 12 .14) 

2. The inve .tory policies should be so designed that, while ensuring that 
capital is not unnecessarily locked up, sufficient stock is maintained to meet 
the requirements for a reasonable period. Utmost economy has to be 
exercised in the use of spare parts; necessary safeguards should be taken to 
ensure that opportunities for pilferage and malpractices are reduced. 

· (Paragraph 12. 15) 

3. 'l'he Corporation should build up the expertise and technical know
how to fabricate and improvise spare parts. A system of incentives and 
awards may be introduced to tap the available talent. Reconditioning of old 
parts may be resorted to, wherever possible, before new parts are fitted up 
in vehicles. 

(Paragraph 12. 15) 

4. Considering the size of the wage bill in relation to the total working 
expenses, it is necessary to ensure that the existing man-power is deployed 
and utilised to the best advantage. Over a period of time it should be 
possible to bring down the expenditure by cw tailing the growth of staff. 

(Paragraph 12.16) 

5. Special studies of the working of the ci!y services may be undertaken 
and sustained efforts made to streamline the system so as to make them more 
remunerative. 

(Paragraph 12 .17) 

6. The Corporation should address itself to the tasks of training and shap
ing the human resources, building up the necessary operational skills, so as to 
enable it to face up to the responsibilities that should devolve on it consequ
ent on the nationalisation of road transport services throughout the State. 

(Paragraph 12 .19) 

III. Gwernment Industrial Concerns. 

1. The role of financial advisers should be played by persons who are not 
only experts in the field of financial management, but who have, in addition, 
adequate experience in industrial management and marketing. Modern 
financial management should be introduced as a necessary element in the 
day-to-day management decision-making of the public undertakings, rather 
than as an "extended arm" of the bureaucratic control mechanism of the 
Government. 

(Paragraph 13·10) 
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2. It is necessary to detect the causes for the defective working of each 
public sector undertaking and to take immediate action to rectify the defects 
so that the performance of the companies could be made more sa~isfactory. 

(Paragraph 13·17) 

3. , The tep management of each company should have qualified ~xperts 
in fields like finance and accounts, planning and personnel management and 
labour admini!tration. At least the major public sector undertakings shou)d 
have the following categories of persornel:-

(a) Economics and statisticians having specialisation in marketing and 
operations research. 

(b) Chartered and cost accountants with specialisation in management 
accounting. 

(c) Personnel managers and labour welfare officers. 
(d) Materials management experts. 
(e) Industrial engineers having knowledge in work study and 

productivity. 
(Paragraph 13 · 17) 

4. Improvements in the working in the Kerala Soaps and Oils Limited 
may be made with a view to increase its profitability. The cost of produc• 
tion ofVanaspahy in the Hydrogenation unit may be reduced by utilising its 
full capacity; the sales and marketing organisation <>f the company may be 
improved; a research and development section may be organised; and 
export possibilities for the products may be explored. 

(Paragraph 13 • 30) 
5, Efforts should be made to int•·oduce product planning in the Kerala 

Electrical and Allied Engineering Company Ltd. and to reduce the cost of 
production. It is necessary to improve the quality of inspection at the 
various stages of production. The sales organisation also requires attention. 

(Paragraph 13.37) 
6. The imbalance in the working of the Kerala Ceramics Limited may 

be minimised by enhancing the kiln capacity. To improve the quality of the 
products a ceramic transfer picture manufacturing plant may be installed. 
It is also necessary to modermse the method of mining and washing china 
clay. Efforts should be made to capture domestic and foreign markets by 
adopting modern marketing methodS. It is also necessary to improve its 
products by research. A proper assessment of the staff requirement may be 
mode and steps taken-to absorb the surplus personnel in future vacancies. 

(Paragraph 13.42) 

7. The Travancore Plywood Industries Limited should utilise its full 
machine capacity and improve the sales organisation. There is need for 
substantial improvement in the management practices of the company 
;,specially in the area of product-planning. 

(Paragraph 13.49) 
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8. It is imperative that the Trivandrum Rubber Works Ltd., expands 
the production of cycle rims, as the lim unit of the company is the most 
profitable one. Attempts should also be made to capture more markets. 

(Paragraph 13.54) 

9. The pricin~t policy of the Trivandrum Spinning Mills, Ltd., should be 
re-examined with a view to avoiding loss to the company. At the same 
time efforts should be made to reduce the cost of production by product• 
planning and increasing the efficiency of the production function, besides 
impr.:.ving the sales organisation. 

(Paragraph 13. 60) 

10. The Forest Industries (Travancore), Ltd., should make efforts to 
diversify its products and to increase production. . Every endeavour should 
also be made to capture more markets. 

(Paragraph 13·66) 

11. The Pallathra Bricks and Tiles. Ltd., should try to reduce the cost 
of production by the application of modern technology and by double shifiS, 
besides popularising its product by intensive publicity and other measures. 

(Paragraph 13. 70) ,2. Attempts have to be made by the Traco Cable Co. Ltd., to capture 
markets by improving its marketing system. 

(Paragraph 13 · 77) 

13. The Travancore Cochin Chemicals Limited, should bring down the 
cost of sales by appropriate management and marketing action. 

· · (Paragraph 13.86) 

14. The cost of production of titanium dioxide manufactured by the 
Travancore Titanium Products Ltd., should be reduced by appropriate 
managerial action •. There is also need for vigorous marketing efforts 
particularly in respect of export sales. 

(Paragraph 13.94) 

15. The United Electrical Industries Limited, should make efforts to 
capture new markets outside the State. The company should continuously 
search for new items on the product line. Efforts should also be made to 
reduce further the cost of production. 

(Paragraph 13.100) 

IV. Local Bodies 

1. The local bodies should be able to collect at least ninety-five per cent 
of the tax demand for each year; in cases of failure to rea lise this, the 
reviewing officer& should tr1 to find out the reasons for such failure and take 
remedial action. 

(Paragraph 15.23) 
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2. There is scope for raising the rate of property tax in urb"n local 
bodies within the maximum of twenty-five per cent laid down in the Acts. 
They should immediately review the position and appropriately raise the 
rate by gradual stages. 

(Paragraph 15.25) 

3. Most Fanchayats are even now levying building tax at the minimum 
rate (four per cent) only. They should take urgent steps to raise the rate 
by gradual stages to an appropriate extent. 

(Paragraph 15.26) 

4. Instead of appointing a central valuation agency for urb1n local bodies 
on the lines recommended by the Municipal Grants Enquiry Committee 
(1963-64), the valuation machinery to be employed for the assessment of the 
capital value of lands and buildings m1y be utilised for the quinquennial 
valuation of buildings for the purpose of local taxation. The local body may 
suitably reduce the rate of levy in case it is found that the general increase in 
the tax burden would create hardship to the people at large. 

(Paragraph 15· 27) 

5. The local duty on transfer of property may be raised to the maximum 
provided for in the Acts, i. e., five per cent in Corporations and Munici· 
palities. 

(Paragraph 15·31) 

6. There is justification for a substantial increase in the maximum rate 
of entertainment tax leviable under the Kerala Local Authorities Entertain
ment Tax Act. Since most of the local bodies are not CVCl'l levying the tax 
at the maximum rate of twenty-five per cent already provided for in the Act, · 
there is scope for augmenting the revenue from this source even within the 
limits set by the existing Ia w itself. 

(Paragraph 15 · 33) 

7. In the search for new avenues for resource-mobilisation local bodieS 
especially corporations and municipalities may think of starting commercial 
enterprises like cinemas, hotels and so on. 

M.J. K. Thavaraj, Chairman 
c. Achutha Menon, M~mbcr 
R.. Sankar, Member 
K. Chandrasekbaran, Member 
T. Abdulla, Member 
P. Velayudhan Nair, Member 
K. Mathew Kurian, Member 
P. K. Gopalakrishnan, Member 
K. V. Thoma., Member-Secretary 

(Paragraph 15·44) 
(Sd.) 
(Sa.) 

(Sd.) 
(Sd.) 
(Sd.) 
(Sd.) 
(Sd) 
(Sd.) 

Shri R.. Sankar did not attend an>: of the meetings of the Committee in 
which lhe draft of the Report was COnlldcred and he did not sign the Report. 
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A.PFENDIX I 

GnaiUilent Order Constituting the Com.m.ittee 

[G.O (P) No. 549/67/Fin. dated, Trivandrum, 19th December 1967] 

ORDER 

The question of constituting a Taxation Enquiry Committee to make a 
comprehensive study of the taxation structure in the State and to suggest fresh 
avenues of revenue for raising the additional resources required for the imple
mentation of the Five Year Plan Schemes has been engaging the attention 
of the Government. The Minister for Finance, while presenting the final 
budget for 1967-68 announced the decision of the Government to constitute 
a Taxation Committee to advise them on the ways and means to raise 
resources. Having considered the matter in detail, Government are now 
pleased to order the constitution of a Taxation Enquiry Committee consisting 
of the following persons:-

1. Dr. M. J. K. Thavaraj, Indian Institute of 
Public Administration, New Delhi 

2. Shri C. Achutha Menon 
3. Shri R. Sankar 

Chairman 
Member 
Member 

4. Shri K. Chandrasekharan, M.P. Member 
5. Shri T. Abdulla, Professor of Commerce, 

Farook College, Calicut Member 
6. Shri N. Chandrabhanu, Special Secretary 

(Finance) Member 
7. Dr. Mathew K~ian, Economic Adviser, 

Planning Board Member 
8. Dr. P. K. Gopalakrishnan, Director, Bureau of 

Economics and Statistics Member 
9. Shri K. V. Thomas, Joint Secretary (Finance) .. Member-Secretary 

2. The terms of reference to the Committee will be:-
(i) to examine the State tax laws with particular reference to the inci

dence of the levy on the various classes of people in the State and 
the declar~d objectives of State policy and to suggest such modi
fications as are necessary by way of additional taxation, abolition or 
any of the existing taxes and alterations in the rates thereof, etc.; 

(ii) to examine whether the field of State taxation as delined and demar
cated in the Constitution has been fully exploited and make necessary 
proposals to raise revenues keeping in view the developmental 
needs of. the State; 

~fS48 
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(iii) to review the existing machinery for the collection of State taxes and 
suggest wa~ and means for improving its efficiency, while keeping 
the collection charges at the optimum level; 

(iv) to examine how far the State Government has been able to raise 
resources from non-tax revenues and to sugges(new measures that 
might be introduced in this field; 

(v) to review the existing pattern· of distribution of resources between the 
State Government and the local bodies and to re-define their res
pective tax-jurisdictions to the extent necessary, keeping in view the 
requirements of the local bodies under the Panchayati-raj; · and 

(vi) to review the Constitutional provisions relating to taxes and allocation 
of resources between the Centre and the States and advise the 
Government about the lines on which the Government of India 
should be moved for making changes to the existing· pattern. 

The Committee will conduct a comprehensive enquiry into these matters 
and submit its report to Government within a period of six months. It will 
also submit an interim report containing proposals (for mobilisation of addi
tional resources) which would be useful for framing the budget for 1968-69. 

.... .. .... 

By order of the Governor, 
M .. GoPAj:. MENON, ' 

Chief Secretary . 

*** 
[G.o: (Ms) No. 215/68/Fin. dated, Tfivandrum,l4th 1\f~y 1968) 

ORDER 

Government are pleased to nominate Shri V. Ramachandran, Secretary 
to Government (Finance and Planning) as a member of the Taxation Enquiry 
Committee vice Shri N. Chandrabhanu posted as Special Secretary (Health). 

.... 
By order of the Governor, 

A. BHASKARAN NAIR, 

Deputy Steretary . 
.. ... 

[G.O .. (Ms} No. 402/68/Fin. dated, Trivandrum, 27th July, 1968] 
ORDER 

Governmem are pleased to nominate Shri P. Velayudhan N,;;r Finance 
S~cretary to Government as a member_ of '!te Taxation Enquiry C:,mmittee 
v1ce Shn V. Ramachandran who has reltnqlllshed charge as Finance Secretary. 

. . 
By order of the Governor . , 

K. RAMAN NAIR;· 
Deputy Secretary, 
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Government Order Constituting the Sob-Committee on 
Electricity Tariff 

[G.O. (Ms) No. 478/SS/68/Fin. dated, Triv~ndrum, 2nd September, 1968.] 

ORDER 

The Taxation Enquiry Committee.has moved Government for constitut
ing a Sub-Committee for making a comprehensive study of the electricity 
tariff rates in this State with a view to finding out whether there is scope for 
the rationalization of the tariff structure. The Committee has also pointed 
out that eventhough· the State Government have given an assurance to the 
Government of India that steps'jwould be taken to increase the returns from 
the electricity undertaking in gradual stages, so that by 1970-71 the returns 
would be II% of the capital base, actually the returns show a downward 
trend. 

2. In the circumstances, Government are pleased to constitute a Sub
Committee consisting of the following personnel as recommended · by the 
Taxation Enquiry Committee: 

I. . Dr. Mathew Kurian, Member, Taxation 
. Enquiry Committee Chairman 

2, Shri. G: Ramachandran, Accounts Member, 
Kerala State Electricity Board 1\lember 

3. Shri K. Madhavankutty Menon, Chief Engi· 
neer (Electricity), Kerala State Electricity Board. . Member 

4. Shri K. V. Thomas, Member-Secretary, 
Taxation Enquiry Committee Convener 

3. The Sub-Committee will also consider the tariff rates prevailing in 
other States iri India for domestic, agricultural and industrial consumers and 
submit its report to the Taxation Enquiry Committee by the end of October, 
1%& . . 

4. The whole-time services of a Deputy Chief Accountant of the Board 
are stated to be necessary to collect and work out the data required for the 
Sub-Committee. Since rationalization of tariff structure will be· in the in· 
terests of the Board also, Government consider that the e:ocpenditure on thi: 
account should. be met from the funds of the Board. 

By order of the Governor, 
P. VELAYIJDHAN NAIR, 

Financt Stcreta..,. 
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APPENDIX II 
General questioDDBire issued by the Committee 

The Taxation Enquiry Committee has been set up by the:Government of 
Kerala "to make a comprehensive study of the taxation structure in the State 
and to suggest fresh avenues of revenue for raising the additional resources 
required for the implementation of the Five Year. Plans". The~terms:of refer
ence to the Committee are extracted below: 

(i) To examine the State tax laws with particular reference to: the inci-_ 
dence of the levy on the various classes of people in the State and 
the declared objectives of State policy and to suggest sU:ch modi
fications as are necessary by way of additional taxation, abolition 
of any of the existing taxes and alterations in the rates thereof etc.; 

(ii) to examine whether the field of State taxation as defined and demar
cated in the Constitution has been fully exploited and make nece
sary proposals to raise revenues keeping in view the developmental 
needs of the State; 

(iii) to review the existing machinery for the collection of State taxes and . 
suggest ways and means for improving its efficiency, while keeping 
the collection charges at the optimum level; 

(iv) to examine how far the State Government has been able to raise 
resources from non-tax revenues and to suggest new measures that 
might be introduced in this field; 

(v) to review the existing pattern of distribution of resources between 
the State Government and the local bodies and to re-define their · 
respective tax-jurisdictions to the extent necessary, keeping in view 
the requirements of the local bodies under the Panchayati-raj; and 

(vi) to review the Constitutional provisions relating to taxes- and allocation 
of resources between the Centre and the States and advise the Govern
ment about the lines on which the Government of India should be 
moved for making changes to the existing pattern. 

2. The following table shows the growth of the revenues and the expen
diture met from revenues of the Government of Kerala since 1957-58. 

A. RsVENUEs 

I. Tax revenues 
Index 

(State) 

1957-58 1961-62 

(1) (2) 

1329 
(100) 

2303 
(173) 

(Rs. in lakhs) 

1966-67 1967-68 

1965-66 (Revised (Budget 
EstiTTIIIle) EstiTTIIIle) 

(3) (4) - . (5) 

3856 
(290) 

4301 
(324) 

5086 
(383) 



2. Non-tax revenues 
Index 

3. Share of Central taxes 
and duties 
Index 

4. Gran~-in-aid 

Total 

B. EXPENDITURE MET PROM 
REVENUE 

I. Tax collection expenses 
· · Index -

2; Administrative Services 
Index 

3. Social & Developmental 
services_ 
Index 

4. Debt servicing charges 
Index 

5. Other Miscellaneous 
heads 
Index. 

Total 
Index 

413" 

(Rs. in takhs) 

1966-67 1967-68 
1957-58 1961-62 1965-66 __ ......__ __ _ 

{I) 

972 
(100) 

427 
(100) 

422 
(100) 
3150 
(100) 

131 
(100) 

433 
{100) 

2282 
(100) 

201 
(100) 

244 
(100) 
3291 
(100) 

(2) 

1611 
(166) 

627 
(147) 

752 
(I 78) 
5293 
(168) 

176 
(134) 

613 
{142) 

4389 
(192) 

393 
(195) 

363 
(149) 
5934 
(180) 

· (RevistJ (Budget 
Estimate) Estimate) 

(3) (4) (5) 

1715 
(176) 

1160 
(272) 
1479 

{350) 
8210 
(261) 

246 
(187) 

801 
(185) 

5871 
(257) 

830 
{413) 

435 
{178) 
8183 
(249) 

1799 
(185) 

1464 
(343) 
2975 
(705) 
10539 
(335) 

292 
(223). 

882 
(204)· 

7297 
(320) 
1080 

(537) 

569 
(233} 
10120 
(307) 

2195 
(226} 

1592 
(373) 
3476 
(824) 
12349 
(392) 

. 359 
(274) 

989. 
(228} 

8645 
(379) 
1478 

. (735) 

743 
(304) 
12214 
(371) 

3. The tax heads assigned to the States under the Constitution are listed 
out in List II, Seventh Schedule of the Constitution. No specific items have 
been assigned to the local bodies. It is for the State Government to assign 
some of the tax heads in the State List to the local bodies in accordance with 
their needs. The devolution of resources from the Centre to the States is 
Governed by Articles 268, 269, 270, 271, 272, 274, 275, 279, 280, 281 and 
282 of the Constitution. · 
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4.. Kerala is one of the highly taxed States of. the Indian Union. The per 
capita tax rate in Kerala is Rs. 22.3 against the all State average ofRs. 18.9. 
This high level of taxation has been necessitated. mainly by the increasing 
demands on social overheads. Kera.Ia's expend~ture on social. and develop
mental services (education, health, agriculture, minor public works etc.) is 
Rs. 37.8 per capita, the corresponding all State average being Rs. 24.1. The 
task of raising resources to cope with the demands of development and, welfare 
responsibilities poses a challenge. 

QUESTIONNAIRE 
A. GENERAL 

(i) What is your. assessment of the developments in the finances of the 
Kerala State? What is your out look for the future? · 

(ii) What reforms would you suggest to rationalise the financiai' structure 
in relation to the declared objectives and polici<:Jl towards rapid· · 
economic development and social justice? · 

(iii) What is your evaluation of the pattern of the allocation of resources 
in terms of the benefits accruing from them. to the communitY? 
Which of the expenditures would you consider as wasteful from' the 
poin:t of view of a more ratio':' a! utilisation of resources? 

B. STATE· TAXEs 
(a) Policy 
(i) Do you think that the State taxes are in coDrormity with the declared 

Objective of State policy, such as; (I) inducing savings and invest
ment; (2) promoting economic . development;· (3) · reduction of 
economic and social disparities; (4) other relevant objectives? What 
basic changes would you suggest by way of introduction of new taxeS· 
and abolition and alteration of the existing ones · to · aciJ,i,eve the 
above objectives? · , 

(ii) Do you consider that all the tax heads allotted to the States under 
the Constitution-vide Appendi.x-have been fully_ tapped by the 
Kerala Government? If not, please indicate areas and methods of 
designing new taxes. 

(iii) Have you any comments on 'the structure of the basic rates and sw·
charges of the various taxes, duties etc.? Please outline your 
suggestions in terms of each specific tax, such as (I) Land tax {2) Agri
cultural income-tax (3) Sales tax {4) Excise duties {5) Motor vehicles 
tax (6) Others. · · 

(b) Incitience: 
· (iv) Do you ~nsider tha_t t11e in_cidence of any tax is unduly htavy ·on 

any llartlcular secuon or mcome-group of the community? .. Do 
you consider that the tax-burdens on some sections are relatively 
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lighter? What specific changes are called ·for in the tax policies, 
patterns and rates of· the taxes to make· the taX system more equitable 
and • progressive? . 

(v) Do you consider that -there is uneven distribution of tax burdens as 
between the ·agricultilral .'and non-agricultural sectors of the State 
economy? If. imbalances . exist what measures would you suggest 
to correct them? · 

(c) Administration 
(vi) Do you consider that an overhaul of the ta.'t machinery is called fot· 

on grounds of efficiency and for economy? If so, please give concrete 
proposals. 

(vii) Are the collection expenses of any tax unduly high? If so, what 
. . . . steps, in your opinion should be taken to bl'ing down the expenditure? 

(viii) "rio you think that the~e is corruption in the departments administer
ing .the tax laws? If you think so, could you identify the depart
ments, levels at which it oceurs, the type of corruption you are aware 

· of and the ~ways and methods by which it is practised? Indicate 
the administrative measures needed to eradicate corruption. 

(ix)"Is there any need or scope' for simplifying the rules and procedures 
· in force in regard to· assessment and collection of taxes, rates etc.? 

In other words, are the'methods of levy and collection needlessly 
,elaborate and complicated leading to· avoidable harassments to 
the public? What changes could be adopted to bring about the'· 
needed simplification? 

(x) Are the existing laws, rules and procedures adequate to guard agaimt 
tax ·evasion? If not, please illustrate the possible ways of plugging 

· · the_ loopholes. · · 
(xi) Do you think that there is evasion of taxes under any tax head? What 

in: your. opinion, are the reasons for such evasion apart from the 
loopholes in the ta"·laws mention under (x) above; and what steps 
would you suggest. to deal with tax evasion? 

C. ~01'1-TAX REVENUES 

The major items of non-tax revenues of the State are rcven ues from 
Forests, receipts from the Kerala State Electricity Board, Kerala State Road 
Transport Corporation, interest on loans issued to individuals and bodies, 
dividents on investments in GOvernment owned and other commercial concerns, 
fees from educational institutions and other departmental receipts. The G'overa
ment are now-venturing into new areas like lotteries and chittics to mobilise 
resoUrces. 

(iJ .Do you hold that non-tax revenues are being adequately tapped? 
(ii) ·Wba"t are the measures that you ·would suggest for stepping up the 

yield from the present sources of non-tax revenues? 
(iii)' What sourceS of new· non.·ta."t revenues .would you suggest? 
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(iv) What is your assessment of the working of the Kerala State Electri• 
. city Board and the Kerala State Road Transport . Corporation, 
and other Commercial concerns owned controlled or managed .. bY. 
Government? What measures would you suggest to improve their' 
Planning and programming, organisation and operation with a yj,ew 
to enhance their ·productivity and profitability? 

(v) Do you have any specific suggestions on the principles and method 
· of determining water and electricity rates? 

(vi) What long and short term measures would you suggest" towards ,the 
development and more economic utilisation of. our forest resources? 

(vii) What measures would you suggest to make lotteries and chitties more 
effective? · · . 

(viii) What in your opinion are· the directions to-which Government can 
.fruitfully turn for augmenting its non-tax revenu~? 

D. TAXATION BY LoCAL BODIES 

(i) -Are the tax heads assigned to the local bodies adequate to their present 
requirements? If not, havl; you any suggestions regar(ling the 
realignment of the respective tax-jurisdiction of the State Govern
ment and local bodies? · · 

{ii) When additional responsibilities and functions devolve on the ·Joca1 
bodies with the usheringinofthe Panchayati-raj, how .should corres-. 
ponding resources be transferred to them (a) by substantial i.rici'eases
in the grants-in-aid or (b) by the assignment or sharing of some of 
the State tax heads or (c) hy both?. Please give concrete proposals 
-explaining their implications on the State Governments' finances. 

'E. DBVOLtri'ION OF REsoURCES FROM THE CENTRE 
(i) What are your views on tbe present Scheme of devolution of resources 

· from the Centre on account of (a) sharing of taxes (b) grants-in-aid 
under Article 275 (1) and (c) Grants under Article 282? 

(ii)' Is there need for integrating tbe various agencies now dealing witb 
the transfer of Central resources to the States and if so, what sugges-
tions would you make? · . 

(iii) Do you consider that the growing preponderance of the grant element 
. in the quantum of revenues transferred to the States a healthy trend. 

in the Centre-State financial relations? If so, how in your vie'~ 
can the imbalances in the present scheme be corrected? 

(iv) 'What amendments would you suggest to·tbe COMtitutioual provisions 
and to the central statutes to augment tbe resources of the States? 
[Holr:-The reply to thequestionnaireshould be sent to the Member-SCGretary, 

Taxation Enquiry Committee, "Neelakantabhavan", Kumarapuram 
Trivandrum-11, not later than 29·2-1968. The answers may be ~ 
comprehensive as possible. Supporting data may be furnished wher• 
ever available. It is open to any person to answer tbe questions 
item-wise or send a self-contained memorandlim on the various 
issues relating to each section. He may also indicate his desire to 
give oral evidence. · 
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APPENDIX 

1. Land revenue, including the assessment and collection of· revenue. 
2. Taxes on agricultural income. 
·3. Duties in respect of succession to agricultural land. 
4. . Estate duty in respect of agricultural land. 
5. Taxes on lands and buildings .. 
6. Taxes on mineral rights subject to any limitation imposed by Parlia

ment by law relating to mineral development. 
7. Duties of excise on the following goods manufactured or produced in 

the State and countervailing duties at the same or lower rates on similar 
goods manufactured or produced elsewhere in India:-

(a) alcoholic liquors for human consumption; 
(b) Opium, Indian hemp and other narcotic drugs a~d narcotics; but 

. not including medicinal and toilet preparations containing alcohol 
· or any substance included in sub-paragraph (b) of this entry. 

8. Taxes on the entry of goods into a local area for consumption, use 
or sale therein. · 

9. Taxes on. the, consumption or sale of electricity. 
I 0. · TaxeS on the sale or purchase of goods other than newspapers. 
11. Taxes on advertisements other than advertisements published in ·the 

newspapers. 
12. Taxes on goods and passengers carried by road or on inland waterways. 
13. Taxes on vehicles, whether mechanically propelled or not, suitable for 

use on roads, including tramcars. 
14. Taxes on animals and boat. 
15. Tolls. 
16. Taxes on professions, trades, callings and employments. 
17. Capitation taxes. 
18. Taxes on luxuries, including taxes on entertainments, 'amus.ements, 

betting and gambling. . 
19. Rates of stamp duty in respect of documents other than those specified 

in the provisions oflist I (Unionlist) with regard to rates of stamp duty. 
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APPENDIX III 

Departmental Q.uestioaaaire issued by the_ Committee 

(i) Agricultural Income·IDJI and Sales-tax. 
1. What is your assessment of the working of the Department? 
2. Do you think that the work load of the assessing, appellate and revisional 

authorities in the department is equitably distributed? If not, give 
your suggestions to rectify the imbalances. Supporting data should 
be furnished. 

3. Are there any norms of work-load for the various assessing appellate 
and revisional authorities laid down by the Department? How far 
are these norms adhered to? Do~ you consider that these norms are 
realistic? If they require any modification, please give concrete 
suggestions. 

4. Is there any need for decentralization of powers to the officers of the 
department at lower levels? Please give concrete proposals. 

5. What is your assessment of the field work done by the department-al 
officers viz., inspection of shops and agrieultural holdings? What steps 
should be taken to make it more effective? 

6. Do you consider that the procedures adopted for collection are effective? 
If not, what are your suggestions to achieve better results? 

7. · Have any cases of difficulty in filling up the returns and statements 
to be furnished to the assessmg authorities been brought toyournotice? 
If so, what arc those difficulties and how could they be overcome? 

8. Do you think that the] registers prescribed under the Agricultural 
Income-tax and Sales-tax Acts and Rules for enabling assessment and 
collection require any modifications? If necessary put forth your 
suggestions for modifications. 

9. Have you any suggestions to simplify the procedure reJating to the 
assessments of Sales-tax and Agricultural Income-tax? · 

10. What is the modus operandi employed for evasion of taxes? Please 
enumerate the checks and safeguards now in existence against evasion 
and other malpractices. Do you think that those checks and safe· 
guards are adequate and effective enough? · 

11. How for have the check posts been able to check evasions? Do you 
favour the establishment of more check posts or would you suggest 
their abolition? 

12. 

13. 

Do you consider that the Intelligence Wing of the department has 
been fully effective? If not, indicate the measures to be taken for 
strengthening and streamlining this branch. 
Are you in favour of all or any of the exemptions and exclusions pro
vided in the Agricultural Income-tax and Sales-tax Acts and Rules? 
If not, what suggestions would you make to enlarge or curtail the list 
of exemptions and exclusions? 
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14. Do you think it necessary to enhance or modify the rates of Sales-tax 
prevailing now on any of the commodities falling under the single point 
taxation system? If so, mention such goods and the rates of tax 
that you propose? 

15. Is there a case for brin~ing any or the goods subject to single point 
levy under the multi-pomt system or vice versa? If so, specify the 
commodities, the rates of tax to be levied and the financial effects? 

16. Do you consider that the minimum limit of turnover liable to sales
tax fixed at present is reasonable? If not, what are your suggestions? 
The financial effects of the suggested modifications may be indicated. 

17. Do you consider it desirable to effect any modifications in respect of 
the composition of tax under the Sales tax Act? If so, put forth your 
suggestions. 

18. Do you think that any modifications are called for in the existing rates 
of Agricultural Income-tax? If so, what are they? 

19. What comments have you to offer on the present methods of estimating 
agricultural income for purposes of assessment and levy of tax? Do 
you think that the present system results in the application of different 
standards at different places? If so, what steps should be taken to 
achieve equity and justice in the assessment of income? 

20. Do you think that the allowances now made for cultivation expen,es 
in the computation of agricultural income are reasonable? If not 
what are your suggestions? 

21. Are you in favour of making a provision in Agricultural Income Tax 
Act for assessing the income accruing the other States? If so, please 
indicate the procedure to be followed. 

22. Do you consider that the minimum limit of agricultural income liable 
to taxation, fixed at present, is reasonable? If not, what are your 
suggestions? The financial effects of the suggested modifications may 
also be indicated. 

23. Have instances of corruption on the part of the Departmental Officers 
come to your notice? If so, what administrative measures have been 
taken to prevent their occurrence? Can you suggest more effective 
measures? . 

24. Do you consider that the Officers under you are adequately equipped 
for their jobs? Do you think that any modifications in the method 
of recruitment and training of the various levels of officers are needed 
in order to make them more efficient? 

25. Do you have any specific suggestions for toning up the administration 
of your department? 

(ii) L4nd Revenue 
1. What are the taxes, rates~and duties collected by the Land Revenue 

Department? 
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2. · 1Vhat is your view about the system ofland tax prevalent in this State? 
Do you have any suggestions for altering the existing system? 

3. What are the implications of the recent policy decision. of the Kerala 
Government to exempt all persons holding land below two acres from 
the. payment of land ·tax? 

4. Do you subscribe to the theory that land tax as such as ultimately 
to be abolished. If so, what measures would you suggest to make good 

. the loss consequent on the abolition of land tax? 
5. Do you consider that the agricultural sector is adequately taxed? 

Your views in the matter be substantiated with facts and figures. If 
you consider that the agricultural sector is not adequately taxed, what 
steps would you suggest to get from this sector a reasonable contri
bution to the State Exchequer? 

6. Are you in favour of reviving the system of settlement that was in 
existence prior to the introduction of Basic Tax in the State and do you 
consider that there will be substantial increase in the yield from land 
revenue by adopting the settlement levy? If you are in favour of re-

. introducing the settlement levy, the administrative and financial 
implications thereof and the time required for completing the settle
ment may also be spelt out in detail. 

? . Briefly trace the procedure for the assessment, levy and collection of 
plantation tax. Are you in favour of (a) raising or (b) reducing the 
limit of plantations now exempted from the levy of the tax? 

8. Have you come across any practical difficulties in the collection of 
plantation tax? If so, what measures should be adopted to get over 
these difficulties? 

9. Do you consider that there is scope for a substantial increase in the 
yield from plantation tax? If so, please explain how this can be 
achieved. · 

10. 

11. 

12. 

IS. 

What is your opinion about the feasibility of introducing a tax on 
non-agricultural lands concerning which a Bill has already been in
troduced in the Leislature and is now under review? Please make your 
comments as exhaustive as possible with reference to the provisions 
in the draft Bill. 
What is your estimate of the yield from tlte proposed tax on non-agri
cultural lands? What suggestions would you make to improve the 
yield from this source? 
The Constitution confers the right to tax buildings on the State 

Government. Tite Act imposing tax on buildings has however been 
struck down by the Kerala High Court. Do you consider that, having 
regard to the observations of the High Court while striking down the 
Act, a new legislation in a dilf.:rent form could be enacted for levying 
a taX on buildings? Your suggestions may be given in detail. 
What part of the staff of the Land Revenue Department is enga~>ed 

in the collection of land taX and other taxes? In view of the dt~L>lon 



14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 
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to exempt all holdings upto two acres from basic tax, do you consider 
that some retrenchment can be made in the Land Revenue Establish· 
ment? In the event of the abolition of land tax altogether will it be 
possible to reduce the cost of the establishment appreciably by retrenching 
the entire staff engaged in collection work? Please specify the-savings 
possible in either case with details of the staffthatcould.be retrenched, 
Will abolition of land tax, in your opinion, create any problems in the 
maintenance of land records by the Land Revenue Department and 
the establishment of title to property? 
What is the role of the Land Revenue Department in regard to the 
collection of arrears of taxes administered by other Departments, viz, 
Sales-tax, Excise etc. will it be feasible to confer on the officer of other 
departments all the powers of revenue authorities under the provisions 
of the Revenue Recovery Act so as to enable them to collect arrears 
without the intervention of the Land Revenue Department? 
Do you consider that there is unnecessary and avoidable delay in he 
procedure relating to revenue recovery? If so, what steps should be 
taken by way of amendment of the statutory provisions or otherwise 
to reduce the time-lag? 
How are your relations with the public? As tax collecting authority 
have· you come across any difficulties in maintaining good relations 
with the members of the public or with any class or category of people? 
If so, specify some of them and the measures adopted for meeting such 
situations. 
What modifications would you suggest either in the Land Assign
ment Rules or in the· Rules relating to the leasing of Government lands 
with a view to increasing revenue? 
Have you any comments on the tax or non-tax revenues administered 
by other departments? 
Do you consider that the officers under you are adequately equipped 
for their jobs? Do you think that any modifications in the meili.od 
of recruitment and trainingoftl1e various levels of officers are needed 
in order to make them more efficient? 
Do you have any specific suggestions for toning up the administration 
of your Department? 

(iii) State &cise. 

I. Do you consider tllllt tl1ere has been proportionate increase in revenue 
from State Ex~ duty and rent of liquor sl1ops consequent to the lift
ing of prohibition? If not, wllllt, in your opinion, are tile fuctors tllllt 
have stood in tl1e way or realising proportionate increase in revenue? 

2. Is there illicit manufacture and sale of liquor? In which parts of tile 
State is the evil concentrated? To what extent has illicit distillation 
affected the State revenue? 
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3. What administrative measures have been taken for checking and eli· 
minating illicit distillation? In what ways could proper liaison between 
the staff of the Excise and Police Departments be established with this 
end in view? 

4. What comments would you offer on the present system of auctioning 
the right of vending toddy and arrack? Do you consider that any 
change in the system is called for? 

5. What practical difficulties have you come across in the administration 
of the Abkari Act and the Rules issued under the provisions of this Act? 
Please suggest suitable solutions to them. 

6. Is there scope for increasing the duties on liquors, drugs, opium, etc.? 

7. Would you advocate the establishment of distilleries by State Govern· 
ment or the setting up of factories for the manufacture of beer and other 
alcoholic beverages under the auspices of the State Government? If 
so, outline your scheme in precise terms. 

8. Do you consider that the officers under you are adequately equipped 
for their jobs? Do you consider that any modifications in the method 
of recruitment and training of the various levels of officers are needed 
in order to make them more efficient? 

9. Do you have any specific suggestions for toning up the administration 
of your Department? 

(iv} Taxes on motor vehicles. 
1. Please enumerate the various taxes that affect directly or indirectly 

the motor vehicle industry? Can you give a rough estimate of the 
incidence of each of the taxes on the different types of vehicles? 

2. Do you subscribe to the. view that the proceeds from motor vehicle 
tax should be earmarked for the improvement and maintenance of 
roads. If so, what comments would you offer on a comparison of the 
revenue from this source with the outlays for the improvement and main
tenance of roads during the last few years? 

s. Do you consider that any increase or deerease is called for under any 
of the following items? If so, to what extent? 

(i} Fee for ~tration and for transfer of ownership or possession of 
motor vehicles; 

(ii) Fee for issue of trade certificates; 
(iii) Fee for testing of drivers and for licence to drivers; 
(iv) Fee for issue of p~t to transport vehicles and the renewal and 

transfer of pcnmts; · 
(v} Testing fee for issue of badges to drivers; 

(vi) Fee for conductor's certificate and badges; 
(vii) Fee for certificate of fitness. 
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4. lsJthere a case for increasing or modifying the rates of tax on goods 
and passengers? If so, please give concrete proposals explainini the 
financial effects thereof. 

5. What administrative measures would you suggest for expeditini wo1·k 
and providing better service to the public? 

6. How far has the "counter system'~ recently introduced in certain dis· 
tricts helped the expeditious conduct of work? 

7. Have cases of corruption on the part of the departmental staff come 
to your notice? What in your opinion are the factors that lead to 
corruption? What measures have so far been taken to eliminate 
corruption? Have you any suggestions for more effective measures. 

8. Have you come across any difficulties or problems in the adminis
tration of various Acts and Rules pertaininr to motor vehicles? If 
so, please indicatethemand giveyour suggestions to overcome them. 

9, Is there CVliSion of taxes? What are the methods employed to evade 
payment of tax? What are the steps taken to deal with such evasion? 

10. 

11. 

12. 

13. 

14. 

Have you any suggestions for more effective measures? 
Have you any suggestions for improving the administration of the 
tax laws relating to motor vehicles, or for the simplification of the rules 
and procedures? 
Would decentralization of powers help reduce delay and increase 

revenue? If so, concrete suggestions may be given. 
Do you consider that the officers under you are adeCJUately equipped 

for their jobs? Do you think that any modifications m the method of 
recruitment and training of the various levels of officers are needed 
in order to make them more efficient? 
Do you have any specific suggestions for toning up the administration 
of your department? 
Any other suggestions, 

(11) JUgistration 
1. Do you consider that it will be feasible to step up the fees prescribed 

for the registration of documents, making or granting copies of docu
ments, authentication of powers of attorney, issue of processes, filing 
translation of applications and appeals, attending on private residences, 
safe custody and return of documents, deposit and withdrawal of 
sealed covers containing bills, etc.? If, under any of the above items, 
any increase is considered feasible, please give concrete suggestions 
together with estimates of additional mcome. 

2. Do you consider that there is evasion from payment of full stamp 
duty on documents registered by understating the monetary considera· 
tion? What steps have been taken to check such evasion in the light of 
the recent amendment to the Registration Act? How far have such 
measures been effective? Have you any suggestions to make the 
system more effective? 
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3. Is there scope for increasing the rates of stamp duty? 
4. What is your opinion about the filing system recently introduced in. 

the department? What is the financial saving achieved by this change? 
Do you consider that, with theintroductionofthefi!ingsystcm, it would 
be possible to effect further retrenchment of staff? 

5. What other measures should be adopted to keep down the adminis
trative expenditure? Please give concrete proposals. 

6. What steps should be taken to expedite the work relating· to registration 
of documents, furnishing of copies of documents etc., and thus afford 
better service to the public? 

7. Complaints of corruption have been often adduced against the officers 
and staff of the department. Are you aware of such instances? If 
so, give details. What measures should be adopted to eradicate 
corruption? 

8. Are there adequate arrangements for checking up whether the. fees 
realized for the registration of documents, etc. are adequate? In other 
words is an audit of the receipts of the department being 
conducted now? If not, do you think that there is need for systematic 
audit? If so, please suggest the machinery required for this work. 

9. Do you consider that the officers under you are adequately equipped 
for their jobs? Do you think that any modifications in the method 
of recruitment and training of the various levels of officers are needed 
in order to make them more efficient? · 

10. Do you have any specific suggestions for toning up the administration 
of your department? 

(rn) Forest 
1. What, according to you, should be the main features of a sound forest 

policy? 
2. Please explain the steps taken in the recent past to conserve the forest 

areas of the State, and evaluate how far they have been successful. 
What in your opinion, are the problems that have to be faced in the 
implementation of any policy to preserve the forests? 

3. Do you consider that there is need for the enacting legislation to enable 
the implementation of a sound forest policy? 

4. Do you consider that the revenue from forests will steadily increase 
in the f!-lture y~rs and that ~he progression realised in the previous 
years w11l contmue to be nuuntaJned? If not, how do you explain 
any possible full in forest revenue? What measures should be taken 
to ensure the steady growth of the forest revenue? 

5, How do you evaluate the developmental schemes of the department? 
What comments :would you ma.ke on the system of formulating working 
plans and drawmg regenen.t1on schemes and plantation policies? 
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6. What are the relative advantages and disadvantages of (a) depart
mental extraction oftimber; and (b) extraction of timber through the 
agency of contractors? Which · system would you prefer? Give 
reasons for ·your preference. 

7. Do yoti consider that the present system of sale of timber fetches the 
maximum value? Do .you have any suggestions to improve the system 
so as to increase the revenue? 

8. Is the present method of sale oftimbet to Central Government Depart
ments and the Railways advantageous to the State Government? If 
not, .what changes should be made in it? 

9. Have any instances of leakage of revenue come to your notice? How 
are they dealt with? How _can their recurrence be prevented? 

10. What is yoiir. assessment of the functioning of Flying Squads and 
check-posts? 

11. To prevent theft and .. pilferage of forest produce what . preventive 
measures should, in your opinion, be taken? 

12. Have you any suggestions for the simplification of the rules and pro
cedures with a view to the quick disposal of work? 

13. What other proposals would you make for the proper conservation 
and exploitation of the forest wealth of the State? 

14. Do you consider that the officers under you are adequately equipped 
for their jobs?. Do you think that any modifications in the method of 
recruitment and training of the various levels of• officers 'are needed in 
order to· make them more efficient? 

15. Do you hilVe any specific.sugge5uonsfor toning up the administration 
of your department? 
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APPENDIX IV 

Questionnaire on "T~xation by LoCal Bodies" 

1. What are your general yiews about the system of taxation by loca I 
bodies (Panchayats, Municipalities and·. Corporations), in Kerala? 
What, according to you, are its defe.cts and drawbac;ks ? Dou you 
attribute these drawbacks to the framework (consutut10nal, legal 
etc.) within which the syste~ operates or to the actual. working 
of the system? 

2. If you consider that the framework of the system is inherently defec
tive, what are your specific .recommendations to improve it? 

~. If the operation of the system is defective, what art; the modifications 
you would suggest to overcome the defects ? 

4. What are your views about the present method ~f assessment of local 
taxes by local bodies? Please illustrate your answers with refer
ence to each· of the taxes such as house tax, profession tax, enter
tainment tax, show tax, etc. What are your suggestiQns- to improve 
the efficiency of assessment? ·· 

5. What are your comments on the collection procedure of local (axes? 
Can you suggest any improvement in the present methods? 

6. Do you think that Governmental agency is more suited for efficient 
collection of taxes than the agency of the local bodies or vice versa? 
Do you hold that there is need for integrating the collection agencies 
of the Government and local bodies so as to avoid duplication of 
effort and secure greater convenience to the public? If so, in what 
ways can such integration be effected? 

7. Do you think that there are many cases of evasion of taxes? If so, 
what are the 'modus operandi' of evasion? What are the safe 
guards you propose to check the evasion of taxes? 

B. Has any instance of corruption by officers of the local bodieS been. 
noticed in assessment and collection of taxes? What are your 
recommendations to avoid corruption? · 

9. Do you think that tax resources have been fully tapped under the 
existing local tax system? If not, what new taxes do you propose 
to be introduced? How would you justify the introduction of new 
taxes? 

10. Do you consider that the present level of revenues from local taxes 
is adequate for the needs of developmental activities of local bodies? 
If not, what are your suggestions to improve the revenues? 

11. Do you think the present quantum of compensation paid to the local 
bodies in lieu of certain taxes (for example, compensation paid in 
lieu of vehicle tax is adequate? Have you any comments on the 
methods of fixing such compensations? 
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12. Do you· subscribe to the view that there is need and justification to 
impose a tax or cess in the nature of betterment levy on all lands 
which .have considerably appreciated in value in recent years 
mainly as a result of the ·various· developmental activities under
taken either by. th~ Government pr by the local bodies? If so 
please spell out . the. details of such a, tax measure? 

13. Do ·you fu,vour taxation· of domestic animals? Support your sugges
tions with details. 

14: W9uld.,you recommend the inclusion of any item of the existing State 
or Central taxes under local taxation? If so; .which are the items 
.you propose to be transferred to local . bodies ? . What. are your 
reasons for proposing such changes? 

15. Do you "think that the present grants from Government are adequate 
to meet the developmental needs of the local bodies? . Have you 
any suggestions in regard to the manner of disbursing grants by 
Government? 

16. What are the non-tax revenues of local bodies? Do you consider 
that they have been fully tapped? Is there any other item of non
tax revenue that could be tapped by the _local bodies? 

17. Have you any comments on the present policy of sanctioning of 
. Government loans to the local bodies 'I 

18. Do you favour public borrowing independently by local "bodies? 
If so, please give concrete suggestions in regard to the scale and 
nature of mch borrowing? 

19. Have you any comments or suggestions, apart from what have been 
covered by your answers to the earlier questions, in regard to taxa
tion by local bodies and their resources position? 

20. Have you any comments on the expenditure incurred by any of the 
locl!l bodies? More specifically can you locate any items of expendi
ture which are wasteful, unproductive or infructuous? 

SECTION-B 

(To be answered by the Commissioners of COrporations _and ~unicipalitie 
and Executive Officers of -Panchayats) · 

I. An analysis of the budget of your local body for the last five years 
(1962-63 to 1966-67) may be given in the following proforma 

A. &.enue: 
(a) ·Local taxes 

I. 
2 • 
. 3. 
4. 

rear 



(b) Non·tax revenues 
I. 
2. 
3. 
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(c) Contribution from the public 
1. 
2. 
3. 

(d) Grants from Government 
1. 
2. 
3. 

(e) Loans from Government 
1. 
2. 
3. 

(f) Other items 
1. 
2. 
3. 

B. Expenditure: 
(a) Administrative expenses 

l
b) Health & Sanitation* 
c) Public Works* 
d) Water Supply & Drainage* 
e) Education* 
f) Other items (to be specified) 

rear 

( •Inclusive~ of the expenditure on the staff on these services which should 
be excluded from administrative expenses). · · · 

2. Please enumerate the taxes, duties and cesses levied and collected 
either by your local body or on behalf of your local body. Kindly 
specify the rates of levy of each tax, duty and cess and indicate their 
yield during the l~t five years (1962-63 to 1967-68). · 
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APPENDIX V 

List o£ Associations, Persons etc., who have replied to the 
General Questionnaire 

A. AssoCIATIONS 
1. The Chamber of Commerce, Chalai, Trivartdrum 
2. The Chamber of Commerce, Emakulam 
3. The Chamber of Commerce, Trichur · 
4. The North Malabar Chamber of Commerce, Cannan ore 
5. The All India Manufacturers' Organisation, Kerala State Board, 

Emakulam · .. 
6.: The Cocoanut Oil Manufacturers & Dealers' Association, Quilon 
7. The Chief Coffee Marketing Officer, Coffee Board, P.B. No. 359, 

Bangalore-1. · · · . 
8. The Malabar Produce Merchants' Association, Calicut 
9. The Cardamom Planters' Association of South India, 

Bodinayakannur, Cumbum . 
10. The Cardamom Small Growers' Association, Meppadi, P. 0. 

Wynaad. 
I 1. The Alleppey-Cochin Coastal Development Council, Alleppey 
12. The Marine Products Export Promotion Council, Emakulam 
13. All Kerala Hotel and Restaurant Owners' Association, Emakulam 
14. The Kerala Government College Hostel's Staff Association, 

Emakulam 
15. The Engineering Junior Technical Staff Association, Kerala State, 

Trivandrum 
16. The Administrative & Miscellaneous Staff Association, Trivandrum 
17. The Association of Planters of Kerala, Kottayam 
18. The Kerala Panchayat Association, Trivandrum 
19. The Kerl!la State Agricultural Income Tax and Sales Tax Law 

Graduate Officers' Association, Trivandrum 

20. 
21. 
22. 

23. 
24. 
25. 
26. 
27. 
28. 
29 •. 

30. 

B. NoN-OFFiciALS 
Antony Sri M. A., National Highway, Angamali · 
Asokan'Sri~K. T., Typist & Vakil's Clerk,[ Court Road, Badagara 
Balakrishnan Nair Sri K., · P•esident, Purakkadi Panchayat, 

Meenangadi P. 0. . 
Bhaskaran Sri K. R., Kocheril house, Peruvanthanam P. 0. 
Cherian Sri T. V., Thompil, Thukoy 
Dharmaraja Iyer Sri M. A., Kalpetta, South Wynad 
Eapen Matha1 Sri V., Advocate, Cochin-16 
Ebrahim Sri K., President, Kolachery Panchayat 
George Sri C. M., Challissery house, Trichur-6 
Gopinathan Nair Sri P. R., Lecturer in Economies, University of 
· Kerala, Trivandrum 
Krishna Kurup Sri C. K., President, Ala Panchayat, Pennukkara 

P. 0. 
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31. Koyakutty Sri P. K., Proprietor, Feroke Match Industries, Feroke 
32. Kumaran Sri N. K., Municipal Chairman, Cannanore 
33. Kunjisheenee Hajee, K. C. Kunjikode, Cranganore. . 
34. Mathew Sri K. C., Preisdent, Villiamattom Panchayat, Panmmattom 

P. 0., Thodupuzha P. 0. · · .· · 
35. Menon Sri K. R. K., Chairman, Kerala State Industrial D.evelop-

ment Corporation Ltd., Trivandrum . 
36. Menon Sri I. 9., Lecturer in Economics, Guruvayoorappan College, 

Calicut 
37. Menon 'Sri M. C., 'Prakash' Kunnanur, Palghat 
38. Nair Sri K. K. President, Kuthuparamba Panchayat 
39. Narayanan Vaidyar Sri, Poruthiyil, Jai Soudham, Banetji Road, 

Ernakulam-8 
40. Omana Pillai Sri K. L., Chettikaud, Alleppey 
41. P. N. V. Pillai Dr., All India Tax Research Centre, Ernakulam 
42. ' Pushpangadan Sri K., Cost Accountants Officer, Kerala State Small 

Industries Corporation, Trivandrtim ..•. 
43. Scaria (Jr.) Sri K. S., Pottankulam, Mundakay.am P. 0. 
44. Thomas Sri K. T., Kadankavil, Payapper, Palai 
45. Ummerkutty Sri N., Thiruvangad, Tellicherry 
46. Velayudhan Sri E. S., Member, Cochin Devaswom Board, Trichur 
47. Venadan Kumaran Sri., President, Dharmadam Panchayat 
48. The Principal, C. M. S. College, Kottayam 
49. The President, Keerampara Panchayat 
50. The P;esident, Koduvayur Panchayat, Koduvayur 
51. The President, Anakkara Panchyat, P. 0. Kumbidi 

Palghat District · 
52. The President, Thidanad Panchayat, Thidanad P. 0., Kottayam 

District 
53. The President, Perumatty Panchayat, P. 0. Vandithavil.lam 
54. The ~resident, Keezhur-Chavassery Panchayat, P. 0. Uliyil, 

Telhcherry-4 
55, The President, Nediyirippu Panchayat 
56. The President, Vazhakulam Panchayat 

57. 
58, 

59. 
60. 

61. 
62. 

63. 

C. OFFICIALS 

Balagandharan .Sri V.~ Director of Municipalities, "Trivandrum 
Gerard Sebastian Rodriguez Sri., Lecturer in Economics Govern-
. ment College, Madappally · ' 

Joseph Sri P. J., Asst. Secret:u-r, Finance Department, Trivandrtim 
Kurup Dr. R. S., Deputy Drrector of Bureau of Economics & 

Statistics, Trivandrum · · · 
Neclambaran Sri S., ~ecutive Officer, Pulpatta Panchayat, Pulpatta 
Sankaranarayanan Sn K. C., Secretary to Government Revenue 

Dcparunent5 Trivandrum . ' 
The Secretary, Vigilance Commission, Vellayambalam 

Trivandrum-10 · · ' 
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64. The Registrar of Co-operative Societies, Trivandrum 
65. The.State Insurance Officer, TrivandtW, 
66. The Commissioner, Corporation ofTrivandrum 
67. The Executive Officer, Cheiiiunundam Panchayat, Thalakkadathur, 

. Tirur-3 
68. The Executive Officer, .Thrikkaderi Panchayat, Thrikkaderi P. 0. 
69. The Executive Officer; Nellaya Panchayat, Nellaya P. 0. 
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APPENDIX VI 

List of Associations, Persons etc., who have given Oral Evidence 
before the Co111:mittee 

A. AssociATIONS 

I. The Rubber Board, Kottayam 

2. The Merchants' Association, Quilon 

3. The Merchants' Association, 
Kottayam 

4. The Chamber of Commerce, 
Ernakulam 

5. The Indian Chamber of Commerce, 
Co chin 

6. The Chamber of Commerce, Palghat 

7. The Chamber of Commerce, Trichur 
8. The Regional Chamber of Com

merce, Palghat 
9. The Calicut Chamber of Commerce, · 

Calicut 
10. The North Malabar Chamber of 

Commerce, Cannanore 

II. The Central Travancdre Merchants' 
Association, Kayamkulam 

Represented by-

Sri·T. V. Joseph, Secretary & 
Sri V. H'aridas, Market Intelli

gence Officer on behalf of the 
Chairman 

Sri K. Kunjuraman, President, 
Sri Gopala Pai, 
Sri S. Abdul Kader, & 

·.Sri Bhaskara Pillai 
S~i George Varghese, Secretary 

and three others 
Sri M. A. Kumara Pillai, Vice-

·Ptesident, 
Sri Karuppaswamy, Secretary, 
Sri P. A. Ali Mohammed & 
Sri M. S. Bhaskaran Nair 
Sri S. Koder, President 

Sri K. Vasudevan, President & 
Sri K. C. Pazhanimala (Presi

dent, Bus Owners' Association) 

Sri N. S. Harihara lyer, 
President · · .. . 

Sri T. R. Subramonia lyer, 
Member 

Sri A. K. Nair, President, 
· Sri B. Madhava Baliga, 

Member, (Member-Sales-tax 
Advisory Committee), 

Sri Balakrishnan Nair, Manager 
'& 

Sri T. N. Kunhikannan, (Presi
dent, Lorry Owners' Associa
tion) 

Sri YoosufKunju, Secretary 
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12. The South India Cashewnut Manu
facturers' Association, Quilon 

13. The Kerala Cashew Manufacturers' 
Association, Quilon 

14. The Travancore-Cochin Coir Yam 
Merchants' Association, Alleppey 

15. The Association of Planters of 
Kerala, Kottayam 

16. The All India Manufacturers 
Organisation, Ernakulam 

17. The Travancore Registering 
Officers' Association, 
Trivandrum 

18. The Motor Vehicles Department 
Ministerial Staff Association, 
Trivandrum 

19. The Alleppey-Cochin Coastal 
Development Council, Alleppey 

20. The District Consumers 
Co-operative Stores, Kottayam 

21. The Swadeshi Investments Ltd., 
Kottayam 

22. The All Kerala Hotel & Restaurant 
Owners' Association, Ernakulam 

23. The Marine Products Export 
Promotion Council, Ernakulam 

24. The Madhava Pharmaceutical 
Laboratories, Emakulam 

25. The District Wholesales Co-operative 
Consumers Stores Ltd., Emakulam 

26. The Cocktail Cashew Company, 
Emakulam 

27. The Lorry Owners' Association, 
Trichur 

28. . The Bus Owners' Association, 
Trichur 

29. The Express Motors, Trichu: 
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Represented by-
Sri K. J anardhanan Pillai & 
Sri Thankappan Pillai 
Sri Narayanan, Secretary 

The President 

Sri 0. C. Mathew, Secretary 

Sri P. Kesavan, Hon, Secretary 

Sri K. Gopalan Nair (Sub
Registrar), President 

Sri T. Damodara Kurup, 
Joint Secretary 

Sri K. L. Omana Pillai, 
(Chetticaud), President 

Sri P. C. Cheriyan, Ex-M.L.A. 
President 

Sri Jacob Mathew 

Sri Kerala Varma Raja, 
President 

Sri Kuruvath Damodaran 
Sri Vijayan Panicker, 
Sri E. V. Mathew & 
Sri Mukundan Unni, Ag. 

Managing Director, Kerala 
Fisheries Corporation 

Sri P. A. Kuruvilla, President 

Sri Dat Pete 

Sri V. Krishna Iyer 

Sri M. M. Sebastian, Secretary 
Sri R. Sivaraman (P. S. N. 

Motors) 



30. The M. R. Raman Motors, 
Anthicaud 
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31. The Udaya Publications, Palghat 

32. The Small Scale Industries 
Association, Calicut 

33. The South Malabar Arecanut 
Merchants' Association, Tirur 

34. The Gwalior Rayons, Mavoor, 
Calicut 

35. The Bheevandiwalla & Co., Ca!icut 

36. The Malabar Produce Export 
Company, Calicut 

37. The Taliparamba Taluk Owners' 
Association, Cannariore 

38. The Western India Cottons Ltd., 
Pappinisserry 

39. The Bar Association, Kasaragod 

40. Kerala State Agricultural Income 
·Tax & Sales tax Law Graduate 
Officers' Association, Trivandrum 

41. The Varapuzha Local Committee of 
the Communist Party of India 
(Marxist) 

42. The District Council of Communist 
Party oflndia, Palghat 

43. The District Committee of 
Samyuktha Socialist Party, 
Trichur 

Representad by-

Sri T. S. Namboodiri 

Sri T. Abdul Azeez, President, 
Sri P. V. Abdulla Koya, 

Secretary, 
Sri V. P. George, Member & 
Sri M. Mohammed Koya, 

Committee.member 

Sri Abdul Khader Haji, 
Secretary 

Sri R. N. Saboo, Vice-President 

Sri V. N. Asher 

Sri C. P. Kunhammad 

Sri K. T. V. Ke!u, Secretary 
& Others 

Sri R. M. Ramaswamy, Asst. 
Manager 

Sri P. C. Ravivarma Raja, 
Office Secretary & 

Sri A. K. Kunhalikutty Haji 
Sri B. S. Kakkilaya, President 

Sri N. Balakrishnan Nair, 
President, 

Sri M. Balaji, Secretary, 
Sri T. 0; Koshy (Add!. Law 

Officer) & 
Sri K. N. Balakrishnan Nair, 

Sales Tax Officer 
Sri V. Gopalakrishnan & 
Sri 0. C. Paili 

Sri P. Sankar, Secretary 
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B. NoN-OFFICIALS 

44. Abdulla Sri, Advocate, (Representative of Sri N. Ummerkutty Tiruvan
gadi, Tellicherry). 

45. Antony Sri P. A. (Advocate), Chairman, Standing Committee, Trichur 
Municipality, Trichur. 

46. Balakrishnan Sri P. K., Ex-Deputy Mayor, Calicut Corporation, 
Calicut. 

47. Bhat Sri U. L., Advocate, Kasaragod. 
48. Chandrasekharan Sri K., Councillor, Quilon Municipality 

(Representative of the Chairman). 
49. Divakaran Sri A. S. (Advocate), President, Cochin Devaswom Board, 

Trichur. 
50. Haridas Gordhandas Sri, Cannanore. 
51. Ittaru Sri, Representative of Sri T. R. Raghavan, Govt. Contractor, 

Trichur. 
52. J anardhana Pai Sri, Alleppey. 
53. Krishna Iyer Sri, V. R., Advocate, Emakulam. 
54. Krishna Menon Sri P., Supdt., Koodalmanikyam Devaswom, 

lrinjalakuda. 
55. Kunhirama Menon Sri K. A., President, Panjal Panchayat, Trichur. 
56. Kurien Uthuppu Sri, Chairman, Kottayam Municipality. 
57. Kuttikrishnan Nair Sri P., Mayor, Calicut Corporation. 
58. Markose Sri V. 0., Ex-Minister, Kottayam. 
59. Mathew Dr. E. T., Reader in Economics, University ofKerala, 

Trivandrum. 
60. Menon Sri I. G., Lecturer in Economics, Guruvayoorappan College, 

Calicut. 
61. Muhammed Kunhi Sri V. P. P., President, Tirkarpur Panchayat, 

Kasaragod. 
62. Kurkothu Kunjappa Sri, Associate Editor, Malayalamanorama, Calicut 
63. Rahim Sri A. A., Ex-Minister, Quilon. 
64. Subramonia Iyer Sri K. S., Advocate, Payyannur. 
65. Thomman Sri P. D., Advocate, Kottayam. 
66. Vasu, Panicker Sri K. K., Advocate, Trichur. 

C. 0FFICIAU 

67. Achutha Menon Sri C. P., Inspecting Assistant Commissioner, 
Agricultural Incometax & Salestax, Alleppey. 

68. Balagangadharan Sri V., Director of Municipalities, ~t.i':'andrum. 
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69. Balakrishnan Menon, Sri V. K., Assistant Secretary, Board of Revenue, 
Trivandrum. 

70. Bhagavaldas Sri T. K., Inspecting Assistant Commissioner, 
Agricultural Incometax & Salestax, Calicut. 

71. Cherian Sri M. M., Chairman, Kerala State Road Transport 
Corporation, Trivandrum. 

72. Dandapani Sri M., District Collector, Alleppey. 
73. Govindan Nair Sri T. P., Secretary, State Transport Authority, 

Trivandrum. 
74. Gopalakrishnan Pillai Sri G., District Collector, Palghat. 
75. Gopinathan Nair Sri G., Inspecting Assistant Commissioner, Agricul• 

tural Incometax & Salestax, Kottayam· 
76. George Sri P. C., Salestax Officer, II Circle, Alleppey. 
77. Hassankutty Sri A., Divisional Forest Officer, Trichur. 
78. Jailabdeen Sri, Additional District Magistrate & Personal Assistant to 

the Collector, Calicu t. 
79. Jayachandran Sri T. N., District Collector, Kottayam. 
80. John Sri 0., Salestax Officer, I Circle, Alleppey. 
81. Kaimal Sri K. G., Regional Transport Officer, Trichur. 
82. Kesavan Nair Sri R., Director ofPanchayats, Trivandrum. 
83. Krishna Kumar Sri S., Deputy Commissioner (Excise) & Additional 

Secretary, Board of Revenue, Trivandrum. 
84. Krishnan Sti K. A., Deputy Commissioner, Agricultural Incometax & 

Salestax, Q)lilon.• 
85. Krishna Pillai Sri N ., District Statistics Officer, Emakulam. 
86. Kumaran Nair Sri G., Secretary, Office of the Transport Commissioner, 

Trivandrum. 
87. Mohammed Ibrahim Sri P. M., Deputy Commissioner, Agricultural 

lncometax and Salestax, Calicut. 
88. Mathew Sri K. A., Regional Transport Officer, Quilon. 
89. Moni Sri G., Asst. Conservator of Forests. 
90. Mooza Sri K., Inspectot General of Registration, Trivandrum. 
91. Nair Sri T. S., Conservator of Forests, Quilon. 
92. Narayana Pillai Sri K., Chief Conservator of Forests, Trivandrum. 
93. Narayana Menoky Sri, District Collector, Trichur. 
94. Narayana Menon Sri K., Appellate Assistant Commissioner, 

Agricultural Incometax and Salestax, Trichur. 
95. Padmanabhan Sri P. S., First :Member, Board of Revenue, Trivandrum. 
96. Parameswaran Namboodirippad Sri K. P., Appellate Assistant Com

missioner, Agricultural Incometax and Salcstax, Trivandrum. 



437 

97. Parameswara Warricr Sri K., Salestax Officer, Special Circle, Alleppey. 
98. Ramachandran Nair Sri R., District Collector, QJ.tilon. 
99. Rodriguez StiJ.!A., Secretary (Taxes), Board of Revenue, Trivandrum. 

100. Sankaranarayanan Sri S., Additional Agricultural Incometax Officu, 
Alleppey. 

101. Sreedharan Nair Sri N., Secretary, Board of Revenue, Trivandrum. 
102. Subramonian Potti Sri P., Advocate Genet a!, Ernakulam. 
103. Subramoniam Sri C., Deputy Transport Commissioner, Trivandrum. 
104. Subramonian Sri V., Asst. Secretary (Taxes) Board of Revenue, 

Trivandrum. 
105. Thomas Sri C., Second Member, Board of Revenue, Trivandrum. 
106. Timothy Sri S. L., Inspecting Assistant Commissioner, Agricultural 

Incometax & Salestax, Trivandrum. 
107. The Salestax Officer, Cannanore. 
108. The Salestax Officer (Special Circle), Cannanore. 
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APPENDIX VII 

Union List 

1. Taxes on income other than agricultural income. 
2. Duties of customs including export duties. 
3. Duties of excise on tobacco and other goods manufactured or produced 

in India except-
(a) alcoholic liquors for human consumption; 
(b) opium, Indian hemp and other narcotic drugs and narcotics, 

but including medicinal and toilet preparations containing 
alcohol or any substance included in sub-paragraph (b) of 
this entry. 

~. Corporation tax. 
5. Taxes on the capital value of the assets, exclusive of agricultural land, 

of individuals and companies; taxes on the capital of companies. 
6. Estate duty in respect of property other than agricultural land. 
7. Duties in respect of succession to property other than agricultural 

land; 
8. Terminal taxes on goods or passengers, carded by railway, sea or air; 

taxes on railway fares and freights. 
9. Taxes other than stamp duties on transactions in stock exchanges 

and futures markets. 
I 0. Rates of stamp duty in respect of bills of exhange, cheques, promi

ssory notes, bills of lading, letters of credit, policies of insurance, 
transfer of shares, debentures, proxies and receipts. 

II. Taxes on the sale or purchase of newspapers and on advertisements 
published therein. 

12. Taxes on the sale or purchase of goods other than newspapers where 
such sale or purchase takes place in the course of inter-State trade 
or commerce. 

13. Fees in respect of any of the matters in this list, but not including fee 
taken in any court. 

14. Any other matter not enumerated in any other list including any tax 
not mentioned in either of those lists. 

State List 

I. Land revenue including the assessment and collection of revenue, 
the maintenance of land records, survey for revenue purposes and 
records of rights and alienation of revenues. 

2. Taxes on agricultural income. 
3. Duties in respect of succession to agricultural land. 
4. Estate duty in respect of agricultural land. 



5. Taxes on lands and buildings. 
6. Taxes on mineral rights subject to any limitations imposed by Parlia

ment by law relating to mineral development. 
7. Duties of excise on the following goods manufactured or produced 

in the State and countervailing duties at the same or lower rates 
on similar goods manufactured or produced elsewhere in India
(a) alcoholic liquors for human consumption; 
(b) opium, Indian hemp and other narcotic drugs and narcotics, 

but not including medicinal and toilet preparations containing 
alcohol or any substance included in sub·paragraph (b) of this 
entry. 

8. Taxes on the entry of goods into a local area for consumption, use or 
sale therein. 

9. Taxes on the consumption or sale of electricity. 
10. Taxes on the sale or purchase of goods other than newspapers subject 

to the provisions of entry 92A of List I. 
II. Taxes on advertisements other than advertisements published in the 

newspapers. 
12. Taxes on goods and passengers carried by road or on inland water· 

ways. 
13. Taxes on vehicles, whether mechanically propelled or not, suitable 

for use on roads, including tramcars subject to the provision of 
entry 35 of List III. 

14. Taxes on animals and boats. 
15. Tolls. 
16. Taxes on professions, trades, callings and employments. 
17. Capitation taxes. 
18. Taxes on luxuries, including taxes on entertainments, amusements, 

betting and gambling. 
19. Rates of stamp duty in respect of documents other than those specified 

in the provision of List I with regard to rates of stamp duty, 
20. Fees in respect of any of the matters in this list, but not including fees 

taken in any court. 
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APPENDIX VIII 

Evolution of the Tax System in Kerala 

According to 'Keralolpathi',* the entire area from 'Gokarnam' in the 
north to Cape Comorin in the south, was known as 'Keralam'. Before Inde
pendence this territory was comprised of three parts-Malabar Distxict and 
contiguous areas directly administered by the British Indian Government 
and the autonomous princely States of Cochin and Travancore owing alle
giance to the British.' As a first step towards consolidation of the territories 
ruled by princes, Travancore and Cochin were integrated on July 1, 1949. 
The establishment of a united Kerala remained a cherished dream of the 
people, and the State of Kerala was formed on November I, 1956, along 
with the general reorganisation of States on linguistic basis; The new State 
is comprised of the former Malabar District and Kasaragod Talu.k of the 
Madras State and the whole of Travancore-Cochin State with the exclusion 
of the Talu.ks of Thovala, Agastheeswaram, Kalkulam, Vilavancode and 
Shencottah, which became part of the new Madras State. To get a compre
hensive idea of the gradual evolution of the present tax system in Kerala 
State, it is necessary to have a cursory review of the various imposts in vogue 
since the beginning of recorded history, in the constituent units of Kerala 
State. 

A, Travancore Area. 
2. Prior to the period of King Marthanda Varma, there was no scienti• 

fie system of taxation by the State. It was only after the formation of the 
unified Travancore during his period of reign that a tax system in the modern 
sense gradually came into existence. Lack of adequate and reliable records, 
for periods prior to the reign of King Marthanda Varma has stood in the 
way of getting a clear picture of the systems of taxes prevalent in early times. 
A few records are, nevertheless, available in the form of inscriptions on the 
walls of the inner temple of the Goddess Bhagavathi at Cape Comorin, on 
the granite pillars at Kumarimuttom, on a pillar standing outside the temple 
of the Manalikara Alwar in Kalkulam taluk, on the granite pi!lar in Agas
thecswaram taluk, and on the southern wall of the temple of Keralapuram 
as well as a few documents written in Tamil. t 

3. Some of the important taxes and duties that existed in the early 
times, as revealed by these documents and inscriptions were: 

(i) Land t.>x in the name of 'anfali' and 'melvarom' and tax on 
garden lands in the shape of ground rent (pll{lattupattom or 
tharappattom) and tree tax. 

(ii) Customs (It can be assumed that the customs revenue was 
inclusive of some minor charges levied on the visiting ships, in 
the form of tolls). 

* An anonymous work in Malayalam. 
t pp. 181-325 Travancore State Manual Volume I by V. Nagam Aiyya. 



(iii) 

(iv) 

44-1 

Tax on professions, viz.; Meenpallom (Fishery Tax,) Tari Jrai 
(tax on looms); Thatlara pattom (t:.x on gold smiths), llai vania 
patlom (tax on leaf merchants) etc. 
Miscellaneous taxes such as Perumal Ayam (Tax on title deeds), 
Ka/kuli and Kolkuli (tax on measures and measurements), 
Kavalkuli (Protection dues), Attupattom (Cattle tax), Kumarak· 
kachanam (Marriage dues), Kappaloari (dues for mamtenance of 
navy), Padaippanam (dues for maintenance of the army). 

None of the taxes mentioned above had any scientific basis; the king 
in fact levied these taxes arbitrarily in order to meet both personal and army 
expenses, as also to amass large funds for waging battles with neighbouring 
kings. The tax system was in consonance with the then rigid economic 
condition:; and the social life of the people. As land was the most important 
form of wealth in those days and as the major part of the population consisted 
of land-owners, tax on land figured as the major source of revenue to the king. 
As in the case of all maritime States, in Travancore also customs might have 
occupied a prominent place among the items of revenue, because she had a 
large volume of trade with overseas countries in spices, cardamom, cereals, 
timber and other hill produce. Other items of dues mentioned above were 
insignificant and were mostly of a personal and professional nature. 

The above survey is not, however, exhaustive as a number of minor and 
at the saine time vexatious taxes which seem to have been abolished in later 
periods have not been included here due to the non-availability of reliable 
records regarding the origin and existence of such taxes, 

4. The ·system ~f taxation dealt with in the preceding paragraph related 
mainly to that which existed in the.kingdom ofVenad which later formed the 
major constituent part. of th~ U'!'-'fied Trava'!'core. Considering the simi
larity in the geographical, histoncal, econoDUc and cultural backgrounds 
of the petty kingdoms such as Attingal, Karunagappally, Kottarakkara, 
Ambalapuzha etc. (which later formed part of Travancore) and of Venad, 
it is not unreasonable to conclude that the tax system prevalent in those areas 
were by and large similar in nature to that in V enad. 

5, The unification of Travancore State and the introdu~tion of a stable 
and powerful administrative machinery enabled King Marthanda Varma 
to establish a progressive tax system in Travancore. The various reforms 
put through. by him, besides a~gment~g the revenues of the S_tate, afforded 
a , table basiS for the systematic collecuon of the tax~. Durmg the period 
of his reign customs houses called chowkeys were establiShed at the frontiers 
of the State and duties on articles exported and imported were imposed 
and collected. This seems to be the origin of land customs in Travancore. 
A State monopoly was introduced in articles of commercial importance, such 
as pepper, tobacco, arecanut etc., ~~ by exercising a strict co!'trol over the 
purchase and sale of these cornmod1t1es, the Government realJSed a sizeable 
revenue, In order to improve; the land tax collections, a survey of lands 
of the whole State was begun m 926 M.J::,_.(l75\)-5~ A.D.) and completed 
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in three years' time. Mter the survey a pattah specifYing the tax levied on 
each property was given to every land holder. The first ayac1,1t account of 
the State was based on this settlement, which also introduced the principle 
of periodic assessment of revenue instead of yearly fixation of rates. 
. 6. After the lapse of two decades,. another· survey and settlement of 

lands and gardens was completed in 948 M.E. (177~-73 A.D.). It was only 
a Kettezhuthu, i.e., the survey was conducted not based on inspection of plots, 
but on the basis of enquiries and hence the assessment was inaccurate. 

7. The system of levying 'poll tax' was in vogue in early Travancore. 
For example a capitation tax used to be imposed on males within the age 
group of 16 to 60 except Nayars, Moplahs and artisans. 

8. For the better administration of the State, a Sathavariola (a collection 
of rules and regulations) was framed towards the close of the 18th Century. 
Sections 31 to 35 of the above Sathavariola deal with the settlement of civil 
disputes between ryots. "In the case of disputes between ryots concerning 
landed property ..•••...•• after the case is decided by the Thadasther (jurors), 
the party gaining the case shall be required to pay a fee at the rate of I 0% 
on the amount of his suit, and the contra party who losses the case shall be 
required to pay five percent". • This is indeed an interesting piece of enact
ment as both the parties to the suit were liable to pay tax to the State. 

9. In order to augment the revenue to meet the expenses of the war 
with Tippu Sultan, a new tax called 'war tax' was levied exclusively on 
landed properties; the currency of this tax was limited to one year. 

10. In 978 M. E. (1802-1803 A.D.) thirty years after the settlement 
of 948 M.E. (1772-73 A.D.) another settlement of both garden and fields 
was undertaken. In this too, no accurate measurement was taken, but the 
assessment was made by local inspection. By the settlement of 978 M.E. 
tree tax was levied on, cocoanut, areca, jack, palmyra, tamarind, punna, mango 
iluppa etc. Cocoanut tree was taxed throughout. the State, while the other 
trees were assessed only in certain areas where they grew in abundance. 
The rates of tax varied from place to place. 

II. The period 1811 to 1815 A.D. witnessed a number of important 
tax reforms. Several vexatious taxes such as the capitation tax on males 
tax on christian festivals, etc., were abolished along with the tax on inheri~ 
tance of property. The system of sea customs that prevailed till then was 
abolished and a select number of chowkeys or customs houses were opened. 
The duties imposed were 5% on exports and 8% on imports passing the 
frontiers and 5% inland or transit duty on all goods conveyed from one part 
of the State to another. The tax levied on slaves was abolished in 987 M.E. 
(1811-12 A.D.) consequent on the ban imposed on purchase and sale of 
slaves other than those attached to the soil for purposes of agricultural opera
tions. Salt was also made an article of Government monopoly by the end 
of 988 M.E. (1812-13 A.D.) . 

•p. 282 "History of Travlmcore" by T. Sankunny Menon. · 
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12. The law !;"elating to writing of documents was laid down in the 
Royal Proclamation of 993 M.E. (1817-18 A.D.) whereby stamped cadjans 
(Palmyra leayes) were introduced for the first time for this purpose. 

13. In 1011 M.E. (1835-36 A.D.) customs duty on 165 articles of diffe
rent kinds was abolished with a view to giving a stimulus to trade. Inland 
transit duties were also abolished, and the fontrier and sea board chowkeys 
alone retained. 

14. In 1012 M.E. (1836-37 A.D.) a new settlement of garden lands 
was conducted, when the assessment and settlement throughout the State 
was, for the first time, made on a uniform basis. There was, however, in· 
equality in assessment, as the levy was made with out any reference to the 
nature of soil, facilities of cultivation, or the produce grown. The varying 
rates of tax on trees which used to be.levied according to the settlement of 
978 M.E. . (1802-03 A.D.) were abolished by a Hukumnamah issued in 
1012 M.E. and a uniform rate was fixed for all trees other than cocoanut, 
jack and areca. The rates were as follows:,-

(1) Palrnyrah-7 cash (2) Punna-12! cash 
(3) Mango--12 cash (4) Tamarind-3 chuckrams 

(5) Illuppa-1 chuckram* 

The cocoanut, jack and areca trees were assessed at different rates in 
different areas, based on the yield. 

15. On 3rd November, 1860 (20th Thulam 1036 M.E.) the Travancore 
Government issued a Proclamation abolishing the pepper monopoly of the 
State and substituting an export duty of 15% ad valorem on all pepper ex
ported by sea or land. It was also specified that no special tax would be 
imposed on pepper vines, but that, where land had been granted for pepper 
cultivation, the Sarkar reserved to itself the right of taxing it accordmg to 
quality and with reference to the value of its produce. In I 039 M.E. 
(1~63-64 A.D.) th' State monopoly on tobacco was abolished and, in its 
place, an import duty was imposed based on the variety of the tobacco. The 
abolition was necessitated by the large scale smuggling through British 
Cochin, Anjengo and Thankasserry consequent on the abolition of monopoly 
in the British administered area. The profit from the sale of pepper and 
tobacco was hitherto a major source of revenue to the State. The above 
measure resulted in some loss of revenue. Upto the year 1037 M.E. 
(1861-62 A.D.) opium was an article of free trade; but from 1037 M.E. it 
was treated as an article of Government monopoly and subjected to an 
import duty. 

16. In the year 1865 A.D. the Travancore Government entered 
into a commercial treaty with the British Government and thereafter the 
commercial policy of the Travancore Government was regulated by this 
treaty known as the 'Inter-Portal Trade Convention'. The circumstances 

• 1 chukram=3.5 paise; 1 cash=0.22 paise 



which led to the Maharajah of Travancore to enter into this treaty were the 
following:-

Merchants of Travancore had free access to British Cochin. They had 
to pay only a small duty levied by the Cochin Government at the boundary. 
Prior to 1864 A.D. the Travancore Government was treated as a foreign 
State by the British (because Travancore was not a party to the agreement . 
of 1848 A.D.) and hence exports from, and imports to, this .country were 
subjected to heavy foreign customs duty at British ports. Because of 
these conditions it was found to be more advantageous to take Ttavancore 
goods by land to Britis4 Cochin, and thence transport them to other por~ 
of British India under the freedom granted by the Inter-Portal Act of the 
Indian Government, than to export them from Travancore ports direct by 
sea to British Indian ports. The import to this State was also through British 
Cochin and then by land to Tr~vancore by giving only a small duty at the 
Cochin boundary. Hence the trade began to divert to Cochin from· the 
Travancore ports. This led to a reduction in Government revenue and delay 
in trade and transit. 

In July 1863, the British Government at Madras consented to grant 
freedom of interportal trade to the Travancore Government subject to the 
following conditions:-

"(!) The free admission of British Indian produce into the Native 
States by land and sea with the exception of certain articles which are either 
the subject of monopoly or produce so large a revenue that they cannot at 
present be admitted without financial danger t9 the State, eg., tobacco. 

"(2) The levy of British rates of duties on all foreign produce im
ported into the States with similar exceptions; 

"(3) The adoption of the same 'course in regard to the produce of 
the Native States when exported therefrom; 

"(4) The Native States to raise their salt tax to the same level as 
that of the Madras Government; and 

"(5) The adoption of the British tariff valuation. 

"The concessions in return are (1) the admission ofTravancore produce 
into British Indian ports free of all duties, excepting for opium, salt, wines 
and spirits and (2) the Travancore duties, so far as the British Government 
consider them equitable, to be levied on the exempted articles at British 
Cochin and the customs receiptS of the port to be shared between the British 
Government and those States in such proportions as a Commission specially 
to be named for the purpose might consider just."* . 

The commercial treaty was accordingly concluded between"Travancore 
on the one hand and the British Government and the Cochin Sarkar· on the 
other. The sanction of the Government oflndia having been duly received, 
the Madras Government gave effect to the above proposal from the lstJune 
1865. ' 

* P. 541 Travancore State ·Manual,' Volume I by V. Nagam Aiyya. 
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17. In pursuance of the above treaty, a notification was issued by the 
Maharajah of Travaneore. The notification reads:-

"(i) No customs duties on account of this Sarkar will be levied from 
and after the 1st June 1865 on goods imported by land, sea or backwater 
into Travancore and being the produce and manufacture of British India 
or of the territories of the Cochin State excepting on tobacco, raw and manu· 
factured, salt, opium, spirits, which will be treated as heretofore. 

"(ii) The British Indian and Cochin Governments will also give 
up their customs duties on all goods imported by land, sea or back water, 
into Travancore from their territories. 

"(iii) On goods other than those which are the produce of British 
India or of Cochin State, the Travancore Government will levy the British 
Indian rates of duty, except when they shall have already paid duty to 
British India or to Cochin State. 

"(iv) The duty that Travancore Government will levy on goods 
exported frorri Travancore will be I 0% on timber, Rs. 15 per candy of 500 lbs. 
of pepper and betel-nut and 5% on all other goods. But Tinnevelli cloths 
exported from Travancore to British India or to Cochin State will be free. 

"(v) Neither the British Government nor the Cochin State will levy 
any duty on goods imported into their territories from Travancore, whether 
by land, sea or backwater, and whether the produce of Travancore or foreign 
goods which have already paid import duty to this State, excepting salt, 
opium and spirits. 

"(vi) This Sarkar will not tax Coimbatore or British Indian produce 
passing through the Travancore backwaters to British Cochin or to Cochin 
State, nor tax the produce of the Cochin State direclty proceeding through 
Travancore backwaters to British Cochin or to some other part of the tr.rri
tories of the. Cochin State itself. 

"(vii) The British Indian Tariff of valuation will supersede the 
Tariffs hitherto in force in the chowkeys of this Sarkar. ••" 

18. The average amount of customs duty collected at the time of the 
treaty was Rs. 53,218 of which Rs. 13,218 represented the amount of import 
duty realised at the Travaneore sea ports; and the loss then sustained by 
Travancore by allowing free access into Travaneore to goods other than the 
produce or manufacture of British India and which might have already paid 
duty at British Indian customs houses was Rs. 40,000. On this basis it was 
decided that so long as the Travancore sea customs collections were below 
Rs. 13,218 the British Government should pay to the Travancore Government 
Rs. 40,000 and that, if in any year it exceeded Rs. 13,218, the excess would be 
deducted from the sum of Rs. 40,000 and the balance alone would be paid 
to the State. 

19. In 1041 M.E. (1865-66 A.D.) the Government fixed rates of 
'Kudioaram' and 'M6lvaram' at 40% and 60% respectively for private salt pans 

--;;- p. 184 Travaneore State Manual Volume II by V. Nagam Aiyya. 
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and 20% and 80% for Government salt pans. (Kudivara!" was that,por.ti~~ 
of the salt taken by Government on payment of fixed pnces called kudzmla 
and 'melvaram' was that portion taken by Government without any payment). 

20. In 1042 M.E. (1866-67 A.D.) the Maharajah passe~ a regu
lation for establishing an improved system of registration of deeds m Travan
core. The old system provided for the use of "stamped cadjans" issued thro1,1gh 
Munsiffs' Courts and the proceeds were credited to the State. The new 
regulation was modelled on the British Indian Act for the registration of 
assurances. Under this regulation all deeds relating to immovable property · 
and to rights connected with such property had to be registered; for movable 
property it was not compulsory. The regulation came into effect on the 1st 
Dhanu 1043 M.E. (14th December 1867). 

21. In order to streamline the system of abkari administration and 
to augment the revenue from this source, a new Regulation (I of 1054 M.E.) 
was brought into force from the year 1055 M.E. (1879-80 A.D.) The 
shops selling European liquors had to take out licences renewable from year 
to year. The abkari farms were rented on triennial leases, and on the expiry 
of the period they were put to auction and given to the highest bidder. It 
appears from available records, however, that the practice of leasing out 
abkari farms to the highest bidder came into existence sometime around 
the year 1010 M.E. (1834-35 A.D.) Nagam Ayya says: " •.•.•.•.•• In the 
event no person coming forward to hold the farm, the work was managed 
by the Tahsildar and in some places by a Vicharippukar, a Pillay and two 
persons employed for the purpose, and from the total collections,. expenses 
were deducted and the remainder credited to· the "Sarkar". * . 

22. Even from very early times, a system of levying a duty of 10% 
of the value of the property on both the seller and purchaser was prevalent 
in Travancore. ** This appears to be a levy analogous to stamp duties of 
modern times. A Stamp Regulation was passed on 24th Makaram 1059 M.E. 
(5th February 1884 A.D.) generally on the lines of the British Act, and 
given effect to on the 1st Edavam 1059 M.E. (lith May, !884). This 
measure was introduced in order to make good the fall in revenue consequent 
on the reduction of import duty on tobacco in the latter part of I 055 M.E. 
(1879-80 A.D.) the lowering of the selling price of salt at the close of the year 
1058 M.E. (1882-83 A.D.) etc. On this Regulation, the Administration 
Report of Travancore Government for 1059 M.E. (1883-84 A.D.) says 
" •.•.••••......•. to seek for some new source of revenue His Highness's 
Government resolved on imposing a moderate stamp duty as the least objec
tionable mode of levying such additional revenue and as affording with 
registration, an additional protection against foregery ....•• " In th~ initial 
period, Madras Stamps were used in Travancore. Then stamps and stamp 
papers bearing the distinguishing mark of the Travancore Government were 

*p. 502 Travancore State Manual, Volume II by V. Nagam Aiyya. 
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specially manufactured by the Madras Government, and finally in 1061 M.E. 
(1885-86 A.D.) the Travancore Government commenced printing of their 
own stamp papers. 

23. By a Royal Proclamation dated 14th Kumbhom 1061 M.E. (24th 
February 1886) a thorough survey• of lands was undertaken to remedy 
all the defects of the previous settlement, viz., of the year 1012 M.E. 
(1836-37 A.D.). This survey and settlement introduced for the first time a 
uniform standard of measurement of area in acres and cents and of grains 
in paras and idangalis. In order to get a clear picture of the land tax system 
of the State, it is necessary to have some idea of the system of land tenures as 
existed at that time, as land tax system has a direct relation to land tenures. 

24. The arable lands of the State were divided into :Jenmom lands and 
Sarkar lands. The :Jenmom lands were further classified into three categories: 

(i) . :Jenmom lands which were entirely freehold and exempt from 
payment of revenue to Government under any circumstance; 

(ii) :Jenmom lands which were originally exempt from payment of 
any revenue to Government, but which subsequently became liable to tax 
under certain conditions. For example, the jenmom right ceased when such 
lands passed into alien hands for money consideration, whatever be the nature 
of transaction. As soon as an alienation took place, the land became perma
nently liable to a light tax called '&jabhogom' amounting in the case of 
gardens, to 1/6 or 1/8 of the full rent, and, in the case of paddy lands, to 
one !)alf, 1/10 or 3/10 of the quantity of the seed required to sow the land; 
and 

(iii) :Jenmom property subject ab-initio to the payment of a light 
demand, called &jabhogdm at rates mentioned under (ii). 
At the time of the settlement of 1886 A.D. the lands under category (i) 
were owned by certain religious and charitable institutions and by some 
individuals, too. viz. Kilimanoor Koil Thampuram, Aghor Namboodtripad 
etc., etc. The total number of institutions and individuals who held land 
under this category was only 76 at that time. The lands under category (ii) 
were owned by Brahmins and CCI tain institutions. The lands under category 
(iii) were owned by 'Madambimars' and other chieftains who were not 
Branmitts. 

25. Sarkar lands were divided into five categories: 
(i) Kandukrishi lands-These were crown lands and the tenants had 

right of property subject to the payment of pattom or rent. For paddy lands 
the full dues had to be paid in kind only, and on gardens the dues were payable 
partly in kind and partly in money; 

(ii) Kutluzgapat/am lands, viz., lands that were leased out by the 
Sat'kar to the 1yots, and on which rent or pat~m in full was payable to the 
Sarkat' by the ryots; 

• Note.-The British ocaJpied amJJ of Tbankasseri and Anjengo were not covered by 
thilourvey. 
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(ill) Venpattom or Sarkar pattom lan~-These lands were char~<ld 
with full assessment. The tenants had full nght on the property; 

(iv) Otti lands-These lands were charged with full. assessll!'ent, 
but certain deductions were made. The Government demand consiSted 
of the full pattom or tax minus interest on the money due (to the present culti
vator by the original owner who gavethelandas {OIIi) plus RafVabkogam; and 

(v) AJmbkogam and Virutku lands or Inam lands or Service Inam lands
These lands were the lands given by the Sarkar to people for rendering certain 
services to the King. Virutku holders were originally bound to render 
military services. On these lands the Government demand included full 
assessment minus the commuted value of services rendered by the Virutkies 
plus Rajabhogam at the usual rates. When the commuted value of services 
was lower than the full assessment, the difference was fixed as 'quit rent' 
payable to Government. If the assessment fell short of the commuted value 
of services, money grants were paid to the land holders to make good the 
difference. In addition to this, all Virutku lands were subject to an extra 
cess termed ·~chumattupanam" or load tax. This was the price of a load of 
vegetables which Viruthukars were liable to pay to Government free of charges 
which was collected in money terms as a cess. In the case of Inum lands 
which were given as personal gtants to some families or to individuals for 
services already rendered, certain lands were altogether.!....rent-free while 
others were subject to payment of Rajabkogam only. 

26. The method adopted in the settlement of 1886 A.D. for fixing the 
full pattom for Wet lands was "to estimate the gross produce on any land on 
the best possible data and deduct therefrom one para for the seed sown and 
an equal quantity for the expenses of cultivation," From the remainder 
1/3 was deducted for the cultivator's share and the remaining 2/3 was 
divided in the pror:-ortion of 6/10 to Government and 4/10 to the land holder. 
Formerly tlus was being arbitrarily fixed indifferent ways in different taluks. 
The rates in the south sometimes went up even to ten times the seed, though 
the average was only five. Wherever the rate went up to above ten times 
the seed, it was t·educed to that level. On an average the burden of taxation 
in the; nor~h was 1/4 of th~ produce while it was .1/3 in .the south considering 
the !ugh yteld of the lands m the south (12 tQ 15 ttmes of the seed in the south 
against 7 to 8 times in the north). The settlement of 1886 introduced 
certain definite principles as mentioned above. The wet lands were divided 
into I 3 classes with varying rates of assessment and Sarkar tax. The rates 
varied from 5 idar1galis to 7 paras for single crop and 7 1/2 idangalis to 10 paras 
5 idangalis for double crop 1>f one para of land (i.e. about one-seventh of 
an acre). No additional tax was demanded if a third crop was cultivated. 
It is to be noted that double crop rate was demanded only on those lands which 
were recorded as double crop land in. the Sar~a! records. Although the 
assessment on paddy lands was fixed m quanunes of grain the commuted 
value in rupees was also shown. ' 

27. Garden lands throughout the State were divided into four cate
gories with reference to their situation, soil and pro!lu~;~i:11i:ness and each 
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garden charged with a distinctive rate carefully determined, but not to exceed 
four chukrams or fall short of one chukram for every cocoanut tree. The tax 
on the jack and the areca was made uniform throughout the State and pal
myrah, punna, tamarind and mango trees were (ieclared liable to tax only 
in certain places. The tax on the llluppa was totally abolished. The 
assessment in kind was given up. The system of periodical revision and 
Nadavukur applicable to Venpattom* lands was also abolished. The annual 
ground rent and tree tax varied from 15janams.,* to onefanam per acre in 
the case of ground rent and one Janam to one chukram in the case of tree tax 
for cocoanut, one janam for jack tree, 8 cash each for arecanut and palmyrah 
12 cash each for laurel, punna and mango, and two chukrams for tamarind. 

28. 1 Some special features of the revenue settlement of 1886 A.D. were: 
(i) A degree of uniformity was brought about in fixing the portions 

of tax payable in kind and money-the tax payable in kind was fixed as one
fourth for the Q)Ulon Division, three fourths for the Kottayam Division and 
one-half for the Trivandrum and Padmanabhapuram Divisions. Later, 
by a Proclamation dated 13th Karkatakom 1064 M.E. (27th July 1889) 
the grain portion of the assessment on paddy lands was fixed at 25% of the 
total assessment in the Qjillon and Kottayam divisions and 50% in the 
Trivandrum and Padrnanabhapuram divisions; 

· (ii) To encourage reclamation from backwaters cultivation was 
allowed in such areas free of tax for five years and on payallu patlom (ground rent) 
thereafter; 

(ill) Numerous petty taxes hitherto levied on lands in addition to 
land revenue-most of than personal or related to profession-were abolished. 
Those taxes which were less than the full pattom were however ret!'incd; and 

{iv) The settlement was declared to be permanent for thirty years. 
29. During the year~I068 M.E. (1892-93 A.D.) in the place of many 

extra oesses on wet lands, a single cess in the shape of "water rate" at 2! 
Janams per acre on all river irrigated areas and one fanam per acre on those 

t nder rain-fed tanks was levied. 1 

- 30. The excise system-a deviation from the abkari policy so far followed 
by Governmen-introduced as an experimental measure by Regulation 
IV of 1073 M.E. (1897-98 A.D.). in Trivandrum taluk was confirmed in 
1074 M.E. Regulation IV of 1073 M.E. was a close adaptation of the Madras 
Act I ofl8~6 A.D. The system adopted in Trivandrum taluk was as follows:-

';rbe exclusive privilege of manufacture and supply of arrack was dis
posed of by tender and was granted to the tenderer who offered to government 
the largest share of the prescribed still-head charges. The privilege of sale 
of arrack was sold by auction. Within the town, the right of sale was assigned 
to the bighest approved bidder for each shop. The area outside the town 
was auctioned as a single unit and the bidder could open as many shops in 
the-vend area as he may be requited, or permitted to do, by the Government. 

• 1 ftmPT!f ill equivalent to 1/7 of a rupee. 
4134$ 
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The manufacturer was required by the Government to supply to the shops 
arrack at a specified price. The exclusive right of sale of toddy throughout 
the taluk was separately sold by auction and granted to the highest bidder. 

31. The whole of Trivandrum division was placed under the excise system 
in 1075 M. E. (1899-1900 A. D.). In 1076 M. E. (1900-01 A. D.) the system 
was extended to the southern division (Padmanabhapuram). Kottayam 
and Quilon divisions continued to be under the farming system. 

32. At the instance of the British Government, a cess at 1/4 pie per pound 
was imposed on all tea exported by sea, from the year I 078 M. E. ( 1902-03 
A.D.). . 

33. Court fee stamps were introduced for the first time in I 080 M. E. 
(1904-05 A. D.) by the Travancore Stamp Regulation IV of 1080 M. E. 

34. Tree tax for toddy-tapping began to be levied in Trivandrum in 
1080 M. E. The rates of tree tax were Re. I, Re. I annas 8 and Rs. 2 for 
six months per tree in the ease of palmyrah, cocoanut and choondapana 
respectively.• In the year 1082 M. E. (1906-07 A. D.) the excise system for 
abkari was extended to Quilon (Central division). The Kottl>.yam division 
alone continued under the farming system. In the excise tracts the right 
of manufacturing and vending toddy and arrack was disposed of taluk by 
taluk and the supply of country spirits arranged for under the contract distillery' 
system. 

35. By Regulation VII 1087 M.E. (1911-12 A.D.) the registration of 
motor vehieles was, for the first time, made compulsory. By Regulation 
IV of I 088 M.E. the sytem of collecting tolls on roads and bridges was introduced 
with effect from 1st Makaram 1088 M.E. to meet the heavy maintenance 
char11es of roads and bridges. The Hackney Carriage Regulation (VI of 1089 
M.E.) was passed in the year 1089 M.E. (1913-14 A.D.) This regulation was 
applicable only to the town of Trivandrum in the first instance. By this 
regulation the carriages were to be registered compulsorily. The drivers of 
these carriages were to take driving licences. The regulatton also fixed rates 
of fares for hackney carriages. The rates of registration varied between 7 
chukrams and Rs. 3 per annum according to the category of the vehicle. 

36. In the year 1090 M.E. (1914-15 A. D.) the contract distillery sup~/y 
system in regard to arrack was extended to the whole State with the exceptton 
ofDevicolam taluk where the right of manufacture and sale remained with the 
.same contractor. In regard to toddy the independent shop system with the 
accompaniment of tree tax introduced in Trivandrum in 1080 M.E. was in 
force at the close of this year in the revenue divisions of Padmanabhapuram 
Quilon, the taluks ofChanganacherry, Meenachil, Kottayam and Ettumanoo; 
in Kottayam division and the taluk of Peermade in the Devicolam division. 
The rates of still-head duty were raised both in regard to cocoanut-toddy 
arrack and jaggery arrack. 

• The rates of tree tax were revised from time to time. 



37. An export duty of Re. 1 annas 8 per 100 lbs. was imposed on tea 
exported from Travancore from lst March, 1916. The import tariff was revised 
and the rates of duty in regard to several items enhanced with effect 
from lst March, 1916. 

38. In 1093 M.E. (1917-18 A.D.) an irrigation cess of Rs. 3 annas 8 
per acre on all dry lands converted into wet and irrigated by water from the 
Kodayar Channel, was levied under the provisions of the Irrigation Regulation 
III of 1072 M.E. 

39. To enforce a strict control ower the trade of opium and ganja, the 
privileges affecting the vend of these articles were sold shop by shop for the 
first time in 1093 M.E. The levy of a cess of 1/4 pic per pound of tea exported 
by sea from Travancore, introduced earlier, was ordered to be continued 
till 30th March, 1922. The proceeds from this cess were transferred to the 
Indian Tea Committee. 

40. In the year 1094 M.E. (1918-19 A.D.) the Motor Vehicles Regulation 
V of 1090* was replaced by Regulation VI of 1094. The rates pfregistration 
fee laid down in this Regulation were: 

Motor cycle 
Motor vehicle 
Taxi car-first registration 

renewal 
Hevy motor vehicle plying for hire-

Rail 

•. Rs. 4 
•• Rs. 16 
.. Rs. 16 
.. Rs. 8 

first registration •• Rs. 32 
renewal •• Rs. 16 

41. In 1096 M.E. (1920-21 A.D.) the independent shop system with tree 
tax for toddy was extended to the taluks of Moovattupuzha and Thodupuzha. 
The still-head duty was raised both for toddy arrack and jaggery arrack. The 
rates of tree tax were also enhanced. 

42. The rate of cess levied on behalf of the Indian Tea Committee, on tea 
produced in Travaneore and exported by sea to any port outside British India 
or Aden, was raised from two annas one pie to four alllllU per 100 lbs. with 
effect from 1st May, 1921. 

43. With a view to meet the increasing cost of administration and to distri
bute the burden of taxation equitably on all the people, an income-tax began 
to be levied with effect from 1st .Chingom I 097 M.E. under the Income Tax 
Regulation VIll of I 096 M.E., which was modelled on the lines of the Indian 
Income Tax Act VII of 1918. 

• Regulation VII of 1087 M.E. had been amended by the Regulation of 
1090. 
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Some of the important categories of incomes not assessable to income-tax 
were: 

(i)' Salaries ~nd allowances paid by th~ Britis?- Governme!lt to persons 
resident m Travancore who were m service of the King Emperor 
in India; 

(ii) Profits earned by a co-operative society in Travancore register 
under Regulation X of! 089 M.E. or dividends received by members 
of any such society; 

(iii) Pensions paid by or on bhealf of the Government of Travancore 
to their retired officers who both reside and draw their pensions 
outside Travancore and who were liable to pay income tax in 
respect thereof to any Government other than the Government 
of Travancore, for 1097 M.E.; 

(iv) The income derived by any educational institution, existing solely 
for educational purposes and not for purposes· of profit, from fees 
and other receipts of a similar character; 

(v) Agricultural income. 

The rates of income-tax on incomes in excess ofRs. 2,000 vaded from 10 
cash to 2 chukrams in the rupee for assessees other than companies and registered 
firms, incomes not .exceeding Rs. 2,000 being completely exempted. In the 
case of companies and ·registered firms, tax was levied at the maximum rate 
of two chukrams in the rupee. For purposes of conversion of incomes received in 
paddy, a fixed commutation rate of 20 chukrams per para of 800 cubic inches 
of paddy was prescribed for computing the income tax-rate. 

44. The cess on tea was raised to six annas per 100 lbs. from 21st April 
1923. 

45. In 1097-98 M.E. the income by way of pensions paid by the State Gov
ernment to those both residing and drawing their pension outside the State 
and who were liable to pay income-tax to another Government were exempted 
from payment of income-tax in Travancore. In 1099 M.E. it was agreed to 
by the State Government and the British Government that "where the same 
income is taxed both in British India and in Travancore, each Government 
should give to the assessee concerned a refund at one-half of the lower of the 
rates of tax imposed in the two places". This was implemented with effect 
1rom 8th December, 1923. 

46. The indepe':'dent shop syst~ in regard to· sale of toddy was extended 
to the taluks of Va1kom, Sherthallai, Kunnathunad and Parur in 1099 M.E. 
(1923-24 A. D.}, and by the beginning of the next year the whole State was 
brought under the independent shop system with its accompaniment of tree 
tax, except Devicolam taluk where there was no manufacture or sale of toddy. 
The annual rate of tree tax was Rs. 3 annas 8 for palmyrah tree, Rs. 6 for 
cocoanut tree and Rs. 10 for sago palm, throughout the State except in the 
pakuthies of Kunnathunad and Parur taluks which border on the Cochin 
territory. In the border area, she rates were Rs. 3 per palymrah tree, Rs. 4 
per cocoanut tree and Rs. 7 per sago palm. · 
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47. The Income Tax Regulation VIII of 1096 M. E. was amended by 
Regulation V of 1100 M. E., on the basis of the Indian Income Ta,. Act XI 
of 1922 A. D. The amended regulation came into force at the beginning 
of 1101 M. E. The salient features of the amendment were (i) provision 
enabling assessees to make the income tax commissioner refer any question 
of law arising in the course of assessment proceedings to the High Court; 
and (ii) provision for relief against double income-tax on the same income 
when that income was taxed both by the Travancore Government and any 
other Government. 

48. In 1102 M. E. (1926-27 A. D.) the system of collecting land revenue 
in kind was abolished completely. Previously land tax used to be collected 
in money as well as in kind such as paddy, cocoanut, etc. At the last settle
ment (commenced in 1886 A. D. and completed in 1911 A. D.) taxation in 
kind except paddy in respect of paddy lands had been abolished and money 
payment substituted. Even this paddy tax was commuted into money in 
respect of Pantlaravaka lands in 1081 M. E., and in 1102 M. E. this change was 
made in respect of Kantlukrishi or Crown lands and the Sreepatlom lands also. 
Thus, by 1102 M. E. land revenue from all categories of lands began to be 
collected in money. 

49. In the year 1931 A. D., the British Government, the Cochin Govern
ment and the Travancore Government mutually agreed to effect the sharing 
of customs revenue realised at the Cochin Harbour from I st April, 1931. 
This arrangement was in pursuance of a four party agreement entered into 
among the Governments of British India, Madras, Travancore and Cochin 
in july 1925 for the development of the Cochin Harbour. The development 
scheme was divided into four stages. The expenditure relating to the first 
stage was met by the Government of Madras. The second stage was com
pleted at a cost of about Rs. 9 lakhs towards which Madras, Cochin and 
Travancore each contributed Rs. 3 lakhs. The third stage was financed by 
the Harbour authorities. The question of undertaking the fourth stage was 
under consideration during 1931-32 A. D. 

50. The levy of an excise duty on matches was introduced for the first 
time on 1st April, 1934. This duty was imposed in consequence of the levy 
of an excise duty on matches by the British Government in tl1eir territory. 
The Travancore Government, along with other Indian States, agreed to pay 
the proceeds after deducting the collection charges, to a cc.mmon pool for 
ultimate distribution between British India and the Indian States on the 
basis of population according to the census of 1931. 

51. In November 1934, at a meeting of the Governments of British India, 
Madras, Travancore and Cochin, the principle for dividing the customs revenue 
of the Cochin Port was finally decided as follows:-

"(a) In respect of any year in which the customs revenue of the port 
,does not exceed Rs. 49 1/2 lakhs, the Government of Cochin, 
Government of Travancore and the Government of India will 
each receive 1/3 share. 
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"(b) In respect of any year in which the net customs revenue exceeds 
Rs. 49 1/2 lakhs, but does not exceed Rs. 63 lakhs, the Travancore 
Government will receive Rs. 16 1/2 lakhs, the Cochin Government 
will receive 1/3 of the net customs revenue and the· Government 
of India will receive the remainder. 

"(c) In respect of any year in which the net customs revenue exceeds 
Rs. 63 lakhs the Travancore Government will receive Rs. 16 1/2 
lakhs plus 6% of the excess over Rs. 63 lakhs, the Cochin Govern
ment will receive Rs. 21 lakhs plus I 0% of the excess over Rs. 63 
lakhs and the Government of India will receive the remainder."* 

52. In !Ill M. E. (1935-36 A. D.} by Regulation V of I ill (Sea customs 
Amendment Regulation}, a cess at the rate of eight annas per cwt was imposed 
on coft'ee exported by sea from the State to any port outside British India and 
Burma. By the Travancore Mechanical Lighters (Excise Duty) Regulation 
IV of 1111, an excise duty was imposed on all mechanical lighters with a 
view to discourage the production of those commodities in order to save 
the Match industry. 

53. The Income Tax Act was amended in 1112 M. E. and a. supertax 
was introduced. 

54. In 1113 M. E. (1937-38 A. D.) the cess on tea exported was raised 
to Re. I ann as four per I 00 lbs., and the cess on coffee to Re. I per cwt. At 
the beginning of that year, wholesale and retail transactions of tobacco in 
the whole State were brought under the licence system. 

55. From the beginning of 1116 M. E. (1940-41 A. D.) the rates of income 
tax and super tax were enhanced by the Travancore Income Tax Act XXVII 
of 1115 M. E. The revised rates of income tax for assessees other than com
panies and registered firms varied from I 0 cash to four chukrams in the rupee 
according to the income slab. Incomes upto Rs. 2,000 were exempted from 
tax as before. Companies and registered firms were assessed to income tax 
at the maximum rate of four chuckrams in the rupee on the total income. The 
rates of supertax for assessees other than companies varied from one chuckram 
12 cash to 12 chuckrams four cash in the rupee according to the range of income 
exceeding Rs. 20,000. For companies, supertax was levied at a flat rate of 
one chuckram 12 cash. 

56. In the same year (1116 M. E.), a cess at the rate of Re. I per cwt was 
levied on all raw rubber exported from the State, and the export duty of tea 
was enhanced to Rs. 2 per I 00 lbs. The excise duty on matches was enhanced 
consequent on the enhancement of the duty by the British Government. 

57. In the year 1117 M. E. (1941-42 A. D.) the Travancore . Motor 
Vehicles Act I of 1117 M. E. was enacted repealing the Motor Vehicles 
Regulation VI of 1094 M. E. The rates of registration fee were fixed as:-

(1} For a motor cycle below 3 1/2 horse power Rs. 4 

• Administration Report of the Travancore Government for · the year 
lllO M. E. 
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(2) For any other motor cycle Rs. 8 
{3) For a motor vehicle, the registered laden weight 

of which does not exceed 14,500 lbs. Rs. 16 
(4) For a motor vehicle, the registered Laden Wo:"ight of 

which exceeds 14500 lbs . 
(5) For a trailer 
(6) For temporary registration 

Rs. 32 
Rs. 5 
Rs. 2 

58. The cess on raw rubber was enhanced from Rc. I to Re. I annas 8 
per cwt from 1st Chingmn IllS M.E. 

59. By the Agricultural Income Tax Act I of 1119 M.E. (1943-44 A.D), 
a tax on aglicultural income began to be levied with effect from 1st Chingom 
II I 0 M.E. * The rates of tax were:>-

In the case of every person: 
I. When the total income is less than Rs. 5,000 
2. For income between Rs. 5,000 and 

3. 
4. 
5. 

6: 

7. 

8. 

Rs. 10,000 
Do. Rs. 10,000 and Rs. 15,000 
Do. Rs. 15,000 and Rs. 20,000 
Do. Rs. 20,000 and Rs. 30,000 

Do. Rs. 30,000 and Rs. 40,000 

Do. Rs. 40,000 and Rs. 75,000 

Do. Rs. 75,000 and Rs. I lakh 

Ra/4 

Nil 
8 cash in the rupee 

I 2 cash in the rupee 
I chuckram in the rupee 
I chukram 12 cash in 

the rupee. 
2 cku&krams 4 cash in 

the rupee. 
2 ,hukrams 8 cash in 

the rupee. 
2 chukrams 12 cash in 

the rupee. 
9. Income above Rs. one lakh 3 chukrams in the rupee 

60. By the Travancore Income Tax (Amendment) Act X of 1119 M.E• 
a surcharge on income-tax and supertax was introduced from 1st Chingom 
II 19 M.E. The rates· of surcharge on income-tax varied from 5 cash to 2 chukrams 
in the rupee according to the range of income in the case of assessees other 

*Note :-In the District Gazetteer of Trivandrum it is stated that "agricultural 
income tax was introduced for the first time in Travancore State by 
the Travancore Income Tax Act of 1121 in order to make good the 
loss of revenue sustained by the Government on account of the in
troduction of basic tax in that year".\ (pp. 571-572). In .filet the 
agricultural income tax was already in existence when basic tax on 
land was introduced; what was done at that time was to increase the 
rates of agricultural income tax with a view to compensating the 
loss on account of the introduction of the basic tax. 
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than companies and registered firms. In the case of companies and registered 
firms, surcharge was levied at the maximum rate of2 c?ukrams. The surcharge 
on super-tax varied from 14 cash to 6 chukrams 2 cash m the rupee. 

61. At the instance of the Government oflndia, the Travancore Betelnuts, 
Coffee and Tea (Excise Duty) (Emergency) Act IX ofll20 was promulgat~d 
on the lines of a similar enactment in British India. Under this Act, excse 
duty was imposed from 1st Chlngom ll20 on betelnut (cured) col_fee (cured) 
and tea (manufactu-ed) in Travancore at the rates of one anna, SIX ptes and 
one anna nine pies per pound respectively. Tea and betelnuts were already 
subject to customs duty and therefore excise duty on these articles was so fixed 
that both the duties together are equal to the excise duty in British India. As 
there was no customs duty on coffee unlike tea and betelnut, the rate of excise 
duty on coffee was fixed at six pies per pound having regard to the compara
tively poor quality and low selling price of the coffee produced in Travancore. 
The receipts from these items, after deducting the collection charges, were 
agreed to be paid to a common pool for division between the Government of 
India and the concerned Indian States on the basis of population. 

62. By the Travancore Excess Profit Tax Act I of 1120·M.E. a tax on excess 
profits arising out of certain businesses was imposed from 28th Chingom 1120. 
The rate of tax was generally 60% of the quantum of profit in excess of the 
standard profit. The Act provided specific rules for computing the standard 
profit. This Act applied to every business of which any part of the profits 
made during the chargeable accounting period was assessable to income-tax 
under the provisions of the Travancore Income Tax Act. (The profits exem
pted in the Travancore Income Tax Act and the business of Life Insurance 
were totally exempted from excess profit tax). 

63. The excise duty on betelnut was reduced from· one anna to six pies 
per pound from 4th Mithunam 1121 M.E. (1946 A.D.) 

64. Taxation on motor vehicles was introduced by the Motor Vehicles 
Taxation Act of 1121 M.E. abolishing the toll system in Travancore from !st 
Chingom ll21. Assessment of tax ·on non-motor vehicles was also started 
during the second half of the year. 

65. Towards the close of the year 1121 M.E., the Income Tax A<'t and 
the Agricultural Income Tax Act were repealed and a new enactment the 
'Travancore Income Tax Act XXIII of 1121, consolidating and amending the 
law relating to income-tax, supertax and agricultural income-tax, was promul
gated and implemented from 1st Chingom ll22 M.E. This Act brought the 
Trav tncore law on the subject generally into conformity with the Indian In com 
Tax Act . In this Act, the agricultural income was assimilated to the ordinary 

:incom; fo~ the purpos~ of taxati?~· The:·e W8.fl also provision for encouraging 
consohdauon .of holdmgs by gtvmg concessto~ to p~ople doing so. The 
rates of tax levted were lower than those of the Bnush Indian rates ofincometax. 
By this Act, income-tax was charged in respect of the total income of every 
individual, Hindu undivided faJllily, undivided llllU'\liilllkkthayoiD tarwad 
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company, local authority etc., etc. The categories of income asocssable to 
tax were salaries, interest on securities, income from property, profits and 
gains of business, profession or vocation, agricultural income and lncom~ froltl 
other sources. In addition to the income-tax charged, all assessees were 
liable to pay supertax, In the case of assessees other than companies and local 
authorities income-tax was chatged at rates varying from I tlnl,kram 8 tash 
to 6 clu1ckram 8 cash in the rupee according to the income slab, Incc.mes below 
Rs. 2,000 were totally exempted from tax. For companies and local autho
rities income-tax at 6 &huckrams 8 cast. in the rupee was levied on the total 
income. The rates o( supertax for incomes exceeding Rs. 20,000 for asscssces 
other than companies and local authorities varied from 2 chuckrams I 0 1ash to 
18 chuckrams 6 cash in the rupee. In the case of companies and local autho
rities, supertax was levied at the rate of two clnlckrams ten cash in the rupee. 

66. By the Travancore L<md Tax Proclamation of I 121 M.E., (dated 
9th July 1946) the basic land tax system was introduced for the first time in 
Travancore from 1st Chingom 1122 M.E. According to this enacttnent, 
abasic tax at the rate of 4cash perr.entofland was levied on all kinds of lands 
exCepting Shripandaravdgai, KanJttkrishi, Sreepadom, Edavagai and other lands 
exempted under section 6 (2) of the Proclamation. The fundamental 
principle underlying thjg new enactment was the imposition of a low rate of 
basic tax "uniformly on all registered holdings irrespective of the nature, quality 
or•location of the holdings. There was no separate tax on trees. The im• 
position of a basic tax at a low flat rate irt combination with a tax on agricul• 
rural income$ was cortsidered tCI be a ptogressive fiscal measure. 

67. With the introduction of the basic land tax system, all taxes previously 
levied on land were abolished. The irrigation assessement charged on tank 
beds and other poromboke lands brought under registry since the completion 
of the Kodayar Project was abolished. The Government, however, reserved 
the right tCI levy an irrigation or water rate on any land as they deemed fit. 

68. The duty on salt in the State was abolished from bt April, 194 7 A.D./ 
18th Meenom 1122 M.E. following the abolition of the same by the Go'~<ern
ment of India. 
69. Towards the middle of the year I I 23 M.E., the excise duty on betclnut 
was abolished, while that of coffee and tea was raised to 2 annas 6 pies and 
3 annas 9 pies per pound respectively. Subsequently, however, the duty on 
coffee and tea was reduced to I anna 6 pies and 2 annas 9 pies per pound 
respectively. A cess at the rate of 2 annas per maund was levied from 18th 
Thulam 1123 M.E./4th November, 1947 A.D. on salt sold or removed from 
the factories in the State for export. 

10. On the first of Chingom II24 M.E., under the Travancore Prohibi~ 
tion Act VII of 1123, 'prohibition' was introduced in the six talub ofThovala, 
Agastheeswaram, Kalkulam, Vilavancode, Neyyattinkara and Shencottah. 

71. Though the Inter-portal Trade Convention w.u terminated on 15tb 
August, 1947, with the a~ent of Inde~dence t~ Trava~~re Golrern
ment enteTed into a stand-still agreement Wlth the lnd.an DoiiWllon and tlle 

41348 
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customs policy continued without· any change. ·The excise duty levied on 
matches under the provisions :of the Tra"ancote Matches (Excise Duty) Act 
IV of 1109 M.E. as amended by Aet XIX of 1116 M.E. and the duty levied on 
·coffee and tea under the Travancore Betel-nuts, Coffee and· Tea (Excise 
Duty) (Emergency) Act of ll20 M.E. and the duty on tyres imposed under 
the Travancore Tyres (Excise Duty) Act ·XVI of 1116 M.E. continued to be 
levied and the · proceeds pooled· and distributed as before even after 
1ndependence. . 
72. The Travancore .General· Sales Tax Act XVIH ·of 1124 M.E. modelled 
on the lines of the Cochin and Madras Acts came into force from lst Edavom 
I 124 M.E. · Sales-tax was introduced in order to offiet the loss of revenue con~ 
sequent on the introduction of prohibition. ·The tax ,system in generill .was 
a n1ultipoint one. The ordinary rate was three pies in the rupee of the turn
over. But ti)e ·sale of luxury articles such as motor cars·, wireless reception 
instruments, refrigerators etc.; was subjected to an additional· tax at rates 
ranging from three to nine pies in the. rupee, the additional tax being levied 
from the first assessable dealer in such articles in the State. The sale of certain 
articles such as food grains, ~It, khader, etc., were exempted from sales-tax. 
Subsequent to the date of enforcement of the Sales Tax Act, a good number 
of articles were exempted from sales tax , unde~ .separate . notifications. The 
minimum limit of turnover for liability to sales tax was Rs. 10,000 a year. 
Registration of dealers whose annual turnover eXCeeded Rs. 7,500 was'made 
compulsory, the registration fee being Rs. 6. Dealers having a lower turnover 
could also apply for registration. The benefit of the exemptions could be 
availed of only if the dealers took out the requisite licence on payment of ~he 
prescribed fee. With a view to promote local industries, a rebate of 50% 
of the sales-tax paid by the dealers was granted in respect of a numbr of arti
cl~ manufa~tured within the State and sold for de~very outside the State. 

73. In. the light of the policy of 'merger of States' accepted by the Govern
ment of India, the rulers of the States of Travancore and Cochin entered 
into a covenant for the formation of a United State ofTravancore and Cachiri; 
and from the first of july 1949 A.D.(l7th Mithunom 1124 M.E. the separate 
State of Travancore ceased to exist. 

B. Cochia 

74. Consequent on the dismemberment ofthe Clzera Kingdom or the Kerala 
Desam, .the kingdom of Perumpadoppu or Cochin came into existence by about 
the sixth Century A.D. Only. very little reliable information is available 
on ~e system of tax~tion tha~ prevail<;d prior to· this event. The only record 
wh1ch throws some hght on thiS aspect IS a book by name "The Tamils Eighteen 
Hundred Years Ago", probably written by the one Kanakasabhai Pillai. 
It is mentioned therein that during the period between the third century B.C. 
and the middle of tl1e second century A.D. customs, tolls and land tax formed 
the main sources of revenue. The 'tribute' paid by the vassal chiefs and princes 
the booty gain~d ~n the border expedi~on,s :'-nd the profits ·of royal demesnes 
also formed a s1gn1~~t source of the kings mcome. One-sixth of the produce 
on land was the leg~timate share of the king and, for the water supplied by the 
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State, a water cess was levied from the farmers. One of· the five ·councils 
set up by .the hereditary monarch attended solely to the collection and ex
penditure of revenue and the administration of justice. • 

75. Information on the· system of taxation or the various. sources 
of revenue to the State till the end of the 15th Century 
is very scanty. C, Achutha Menon, in his· book " The Cochin 
State Manual" says that, at the beginning of the 16th Century, •.the 
chief sources of the king's revenue were the income from· crown 
lands and customs. It is a fact admitted by all historians that crown lands 
were in existence from very early times and that Cochin State had been enjoy
ing extensive trade relations (in commodities like pepper, cocoanut, areca 
cardamom, ginger, jaggery etc.) with other countries from olden days. These 
facts go to show that the two sources of rev.:nue mentioned above must have 
been in existence even earlier than the 16th century. Neither the extent 
of the crown lands nor the nature and amount ofincome deriv<!d from them 
are, however, known. The property of the chiefs and vassa_ls dying without 
heirs e5cheted to the sov<!reign. This was obviously an increasing item of revenue. 
The Raja of Cochin did not originally exercise the right of levying duty on 
goods imported into the kingdom. But wh~;n the Portuguese established thcm
selv .. -s as a powerful force in Cochin and began to levy this duty, they shared 
with the Raja the proceeds from this source. •• The rates of duty imposed by 
the Portuguese on goods imported from diff.:rent countries were not uniform 
as may be seen from the following:- . 

(i) The Moors paid 10•% of which 7/10 to Raja and 3/10 to Portugal. 
(ii) The Benganese paid 8% of which 5/8 to Raja and 3/8 to Portugal. 

(iii) The Ganarese paid 8% of which 5/8 to Raja anc13/8 to Portugal 
The export· ducy levied by the King was at the rate' of 6%. Besides: 

inland customs (Chunkom) at theratcofl%advaloremwere levied at a· number 
of stations and as these duties accrued to the king or the chiefs according to the 
situation of the stations, payment of duty at one station did not exempt. the 
goods from }layment at any other station or stations through which they were 
carried. Though there was no regular land tax during this period, the King 
derived a fair income from the garden lands held by Madambu (local chief
tains) on account.of the KettuUngu levied thereon. This was a cess levied on 
three per cent of the cocoanut trees in a garden at the rate of 6 annas 8 pies 
(commuted value). No regular land tax was levied from other categories of 
local chieftains (Swizrupis and Pr;;bhw), but they were called upon for special 
contributions on extraordinary occassions. · 

. . . ' 

76; In addition to the a bow, there were a number of minor items of receipts. 
They were::-- . . . 

J;. Ankam (fightfduelfbattle wager)-This was the money the king 
re.ceiv<!d as umpire between two combatants under the system of 
battle wager; . 

. • P. 35. "The Cochin State Manual" by C. Achutha Menon. 
•• P. 34_9 'History ofKerala' Volume II by K. P. P. Menon. 



2. Nu.c,w--The estates of chiefs and others dyi
1
ng ~ihthho~t heir~ lapsedd. 

to the king, and adoption could be made on y Wit IS consent an . 
on payment to him of 20% of the ,alue of the estate as 'nuz.car'; 

3. E:dl4 (penalty, exacting presen~)-The usuq~ation of ~shtatbes ?f such 
neighbouring Rajas, Naduvadns or other chiefs as _mig t e mcapa
citated from poverty or ather cause from governmjl"; 

4, Kozha-forced contribution; 
s. TapPu (slip, blunde.r),.,--fim:s lc;vieci for. 1\CCidental Md unintentippaj 

'frimell; .. · 
6. .Pizha (fuult)~liqes levied fol! intention'll crimes; 
'/; Purushandaram (succession duty)-The duty payable by hereditary 

chiefs varied between ~o and 1200 fanams. 
B. Pu/qyatlu Pennu (>~dulterous women).,-comi>ensaticm received for 

:tnaintaining w9mon el(COllmJ,unic'ltid for lidu!te,ry, Qhieffy h\lt not 
exclusively of the 1Jrahmi11 caste, and for tile trouble· of preventing 
their goinjl" ~~Stray again. TheRa.iM. however, often qisposed theDJ. 
of form oney to the Chetty mer~hllnfli; · 

9. Poll1lllrippu (g9ld sifting)-royalty to be paid for sifting gold or generalll)' 
gale! QIJSI; , : 

10. Talappanam (head money)-poll tax levied from certain classes of 
people; 

II. Rakshabhog4m (protection money)-These payments were for protection 
generally without being limited to any specified l'.id; 

12. Chang.ztam (association or companionship)-pay1Jlent milde for assign
ing If sentinel or guard fop protection; 

1.3.' Kadu:ha (oft'¢ring, gift)-a 'nu.czar' paic! annually and on special occa
sions by Madambis, Swarupis, Prahhus and other titlt: hC!lders; · 

14. .4dinja Urukkal (stranded v~els)-ship~ed vesaels which have 
drifted ashort:; 

15. Chmkal-private domains of kings; 
16. ·Natural freaks among cattle, wild elephants and ivory, horn, tigers' 

skin and claws etc.; . 
17. All teak trees whether stMding in $arl!;a~ or privlite lan.ds were the 

monopoly of the State. · · 

But the aggregate receipts from these miscellaneous ltelllS formed but a 
small fraction of the total revenue. ·· 

77. The PortugUC$e lost much of their power by the close of the 16th Cen
tury A.D. and, by 1663 A.D., the Dutch captured Cochin from the Portuguese 
and established themselws ''?aster of ~chin'. This pQ!itieai change brought 
about some re-arrangement m the fabnc of commercial taxation. On 20th 
March, 1663, an a~t waa conclude:<' between the Dutch company and 
the Raja whereby the. RaJa agrc:<1q to dcl1ver to the Dutch all the pepper and 
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wild cinnamon produced in his country between Porakkad and Crangannore 
and to allow the company the monopoly of the import trade in opium while all 
custolllS duties already levied and to be levied were to be given to the Ra,ja. 
The discriminatory rates of import duty levied by the Portuguese were abolished 
by the Dutch Company an<l a uniform rate of 10% was adopted. The pro
portion in which the revenue from this source was divided between the Raja 
and the Company was refixed as 6:4. The export duty continued to be at 
the same rate of 6%. A duty on commodities such as pepper at the rate of 
half a ducat per candy was being collected from merchants who sold them. 
This le'<y was not applicable to the sales undertaken by the Company. t 

78. The treaty of 25th February 1664 between the RaJa of Co chin and the 
Dutch laid down that " •.....•. the subjects of the RaJa who have been 
accustomed to contribute head money and other demands shall not be freed 
from othet obligations by becoming Christians".t It appears from this that 
certain personal taxes such as 'hcaj money' were being levied in early Cochin, 
on some sections of the community. 

79. According to available records, the levy of tax on land lr.nown as 
"Rajabhogam" (king's shrue) was started in the State for the first time by 1762 
A.D. This does not, however, mean that the Raja was not in receipt of any 
revenue from land prior to this period. In fact the Raja receivc:d a share of 
the produce of the crown lands in the shape of jenmibhogam (landlord's share), 
he being the jenmi in respect of crown lands, and revenue by way of a cess 
called 'Kettutengtllevied from cocoanut gardens owned by the Matlambi chiefs. 
The other jenmis also received jenmibhogam in the same manner from the 
jenmom lands held by them. Thus, in early days, the revenue received by 
the Raja from lands (wet lands) was not by virtue of his autho•·ity as king, but 
only on account of his jenmom right on crown lands. As n-gards tho c:xact 
date of introduction of land tax in Cochin, there is considerable ditfc:rcncc 
of opinion among writers. According to C. Achyutha Menon, a regular land 
tax beg&ll to be levied in Cochin in the year 1763 A.D. •• According to 
another source, it was during the occupation of the country by the My110re 
King Hyder and his men (about 950 lVLE./1774·75 A.D.) that a tax was first 
levied on l&lld.U A third view is that taxes were first imposed by the Raja to 
meet the demands for tribute made by the Mysorc Suzerains. The Super
intendent of ~nsus, Co chin, has stated that there are grounds to believe: that 
"a l&lld tax was first levied in 937 M.E. (1761·62 A.D.) chiefly to meet the in· 
creasing expenditure consequent on the wars with the Zamorin and Travan
core. £ According to K.. P. P. M·mon, "the earliest attempt at a survey and 

Note :-•Pepper and spices were treated as articles of State monopoly which 
coUld be disposed of by the producers only to the State. 

fp. 17 "Visscher's Letters from Malabar". 
tp. 377 History of Kcrala volume I by K. P. P. Menon. 
••p. 119 The Cochin State Manual. 
;UReport of the Superintendent of Census, Cochin, 1901. 
£Report of the Superintendent of <::cmsus, Cochin, 1901. 
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settlement of lands is said to have been taken place at some priod between 
950 and 960 M.E. (1775-85 A.D.); that is after the Mysorean 'conquest".* 

80. The levy of a generalland.tax on a very limited scale introduced-in 937 
M.E. (1761-62 A.D.) was necessitated to find funds for the maintenance of 
administrative establishments and also of a standing army which came under 
the direct command ofthe king after the invasions of Zamorin-King of Kozhi~ 
kode in 1762 A.D. (Prior to this the administrative and military powers were 
vested in the hereditary chiefs.) Various tenures under· which lands were 
held were taken into account in fixing the assessment. In Cochin also, as in 
Travancore and in 1\fulabar, the property in the soil was vested not in tlie 
sovereign or in the culti"ator, _but in an intermediate ciru:s known as jenmis, 
who leased out the lands to cult1vators on the produce-sharmg systt.m under ~ 
variety of tenures. The origin of this proprietary right and of the tenures 
on which the lands were leased is lost in the mists of antiquity. Th·~ :various 
systems of land tenures that existed in Gochin are briefly outlined below: 

(i) Verumpattom is a simple lease .which enures only for one year if no 
period is specified in the deed. In leases of this. kind in the olden. days, a 
third of the net produce of the land, after deducting the cost of seed and culti
vation, was reserved to the tenant and two-thirds paid to the-landlord. 

(ii) Kanam-The 'verumpattom' becomes a 'kanam lease' when the jen_mi 
acknowledges a liability to pay a lump sum to the tenant· on the redemption 
of his lease. In kanam leases the net produce, after deducting the cost of seed 
and cultivation, was shared equally between the landlord and the tenant and 
from the share of the former the tenant was entitled to deduct interest on the 
kanam amount at 5%. The amount so payable to the jenmi was 'micka~aram'; 

(iii) lnam or Anubhogam is a perpetual le~e granted for services ren
dered or to be rendered. Ordinarily a small rent or right to renewal-fee or 
both were reserved to the grantors, the renewal-fee in such cases being one 
year's assumed rent. On failure of heirs, the grants reverted t<;> the jenmies. 

(iv) Other tenures :-Otti and Nerkanam are of the same nature as kanam, 
except that the amount advanced by the tenant was so large that the interest 
extinguished the rent due to the jenmi. . 

81. All assessable lands were broadly divided into t~o el~es-'nilams' and 
'parambas'. Nilams were lands adapted for paddy cultivation ·~nd parambas 
for cultivation of other crops. All lands-nilams and, paramba$-'-'-were · again 
divided into 'pm1daravaka' and 'puravaka'. The former were Iands over which 
the State had the jenmom or proprietary right, while the jenmom rights over 
puravaka lands vested ~n private individuals or institutions. · Pandaravaka lands 
were held by ryots d~rectly under the Sarkar on the same tenures . on which 
puravaka lands were held by tenants under the jenmis-viz. verumpattom kanam · 
otti, etc .. In fact the lands known as Pan1aravaka came; into the possessio'n of th~ 
State ch•efly by escheat and confiscatiOn and the tenures under which the 
lands were held under their former proprietors were left undisturbed by the 
Sarkar. . 

*History of Kerala Volume II. 
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82. In the settlement of 937 M.E. there was no regular paimash or survey 
of lands, but the assessment was made after oral enquiries and conferences 
with land holders. The extent of land was measured in terms of paras i.e., on 
the basis of the number of paras of paddy required on an average to sow a 
particular plot. (Later on, the area of land began to be reckoned in terms 
of perukkams-a perukkam being equivalent to 1/5 of a cent). Consequent OR the 
settlement of 937 M.E. a tax called muppara at the rate of three paras of paddy 
for every ten paras of land was charged on all pandaravalca kanam lands in 
addition to the michavaram rent which was being levied on them. MuppartJ 
was also levied on all puravaka lands demised to tenants on kanam or anubhogam 
tenures. If, in the case of any land, the 'kavalpalam' or protection fee which 
was being levied previously was found to be in excess of the muppara, the former 
Impost was continued to be levied and no muppara charged. No muppara was 
to be charged on puravaka lands held as lanalu verumpatlom, that is, land farmed 
by the jenmi himself or leased to tenants at will from year to year, but the levy 
of the protection fee was continued, whether it was more or less than the former. 
Bearing cocoanut, arecanut and jack trees standing in pandaravaka parambas 
were charged at the following rates: . 

I 2/3 annas per cocoanut tree together with kellutengu, i.e., 6 2/3 annas 
per tree on. 3% of the trees in a garden; 

_ 2 1/2 pies per arecanut tree, and 6 2/3, 5 and 3 1/3 annas per jack tree 
according to its fruit-bearing capacity. In the case of trees standing on 
puravaka parambas only ellilonnu or !/8th of the above rates was to be charged. 
Parambas containing no taxable trees_ but bearing such crops as pulses and 
other cereals, were charged with a varam or cess of !flO or 1/20 of the gross 
produ(e according as they were pandaravaktJ or puravaka. The new taxes on land 
levied under the settlement were generally known as 'Rajabhogam' or the king's 
share. 'Jenmibhogam' due to the king, on crown lands were continued to be 
levied at the rates applicable to each category of tenure. The Rajabhogam 
together with the jenmibhogam on crown lands constituted the land revenue 
of the State. 

83. The system of levying fees from parties in civil suits appears to have 
been introduced in 1762 A.D. The fee was then known as peramper and later 
as dasturi panam. 

84. In 949 M.E. (1773-75 A.D.), to pay the contribution demanded by 
Hyder, a heavy additional tax was levied on land holders at rates ranging 
from 5 annas to 9 annas per para of land. A similar contribution at enhanced 
rates was levied in 952 M.E. (1776-77 A.D.) to pay the indemnity to Hyder; 
from the next year onwards, however, the rates were reduced to the level of 
949 M.E. As money was scarce in those days, it was found impossible to 
realise this heavy assessment in money and, consequently from 959 M.E. 
(1783-84 A.D.) the assessment began to be levied in kind. 

85. Towards the year 1785 A.D. the Cochin Raja claimed tolls on rice 
and other durable articles going into Cochin through backwaters for which 
chowkeys (custo~ houses) were opened at important places. Produce which 
had once paid customs was exempt from further toll. 
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86. In the next 'Kettezhuthu' settlement completed in 964 M.E. (1788-89 
A.D.), a second crop assessment called kalanikuti began to be levied on puravaka 
nilams in some parts of the MukundLpuram, Trichur and Talappilli taluks, 
the rate of assessment being less than one-half of the charge on the first crop. 
(In between the settlements of 937 M.E. and 964 M.E. there were several 
piece-meal kette;;huthu settlements, but the available records do not throw any 
light on their nature and scope). 

87. During the Diwanship of Col. Munroe (1812-17 A.D.) a number of 
tax reforms were introduced with a view t() augementing the revenues of the 
State. Court fees began to be levied according to a definite scale and stamped 
'cadjans', were introduced for engrossing documents. The "Hukumnamah" 
of November 1814 contained provisions for the collection of da.rturi panam or 
court fees by means of 'acchadiyola.r' or stamped 'cadjans', and the judges of 
the several courts: were made ex-offici() vendors for the sale of these cadjans~ 

88. During this period salt was made a monopoly article and the purchase 
and seDing prices were fixed at 2 annas and 4 to 6 annas per maund respectively. 
Preventive measures were taken to minimise the smuggling of monopoly 
articles like pepper and tobacco. (Tobacco was made a monopoly article 
towards the close of the 18th century). The farming system in Cochin and 
Kanayannur taluks and the levy of a duty on toddy and arrack in the other 
taluks of the State were introduced for the first time in 181Z A.D. abolishing 
the old tax by name katti chatti or knife and still tax. This was a WI, more 
or less, professional in nature levied on drawers of toddy and distillers of arrack 
and had been in existence from very early times, (The exact period from 
which this tax began to be levied is, howevC>', unknown)"· 

89. The unsatisfactory state of land revenue accounts caught the attention 
of Col. Munroe and in May 1814 a Hukumnamah was issued for the inspC'Ction 
and assessments of lands throughout the State in a systematic manner. 
Accordingly the settlement of parambas started in 990 M.E. (1814-15 A.D.l 
and that ofnilams in 996 M.E. (1820-21 A.D.}. This was the first Kandezhuth!z 
settlement in which a regular paimash or rurvey of lands was made. 

The parambas containing taxable trees were assessed with a rrrikshapattom 
or tree tax and those without such trees were assessed with payattupattom or 
pea tax. Payattupaltom was charged on pandaravaka parambas at the rate of 10 
pies or 5 pies per para of land according to the nature of the soil and on purtRJaka 
parambas at 1/8 of these rates. In the Chittur taluk, however, a uniform rate 
of seven pies per para was charged, whether the paramba was puravaka or 
pandaravaka, and in some cases a vallavari was charged instead of payattupallom 
at rates ranging from 1 to 2 rupees per vallam, a val/am being equal to three 
acres and sixty cents. The trees treated as taxable were cocoanut are
canut, palmyrah and jack. Cocoanut trees were divided into four classes 
and assessed at the rates of 40,30, 20 and I 0 pies respectively per tree. Besides 
this, a kettulengu was charged at the same rate as that prescribed in 937 M.E., 
and also a pa~takahczha or nuzzar at rates ranging from 10 pies to Rs. 3 
annas 5 accordmg to the extent of each plantation. In the V enduruthy island 

• p. 333 Cochin State Manual by C. Achyutha Menon. 
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which once belonged to the Dutch and was purchased from them by the Raja 
in 1758 A.D., the Dutch levied a uniform rent of 7 ~ annas on each 
cocanut tree. The same rate continued during this settlement. The 
arecanut trees were assessed at two rates viz., 2~ and 5 pies per tree, and 
the palmyrah palms which were taxed only in some places were charged with 
10 pies per tree. The jack trees were divided into lour classes and the rates 
of assessment levied on them were 13 1/3, 10, 6 2/3 and 3 1/6 annas per tree 
respectively. The above rates were for trees standing on pandaravaka parambas. 
On puravaka parambas cocoanut trees and arecanut trees were assessed at a 
uniform rate of 2! pies per tree and the jack trees at 1/8 of the pandaravaka 
rates. Kettutengu was charged on cocoanut trees in puravaka lands at the same 
rate as applicable to pandaravaka lands. 

90. The Kandezhuthu of 996 M.E. (1820-21 A.D.) embraced all the wet 
lands then under cultivation. The lands were not actually measured, but the 
extent was estimated after inspection. The assessment of pandaravaka lands held 
on verumpattom tenure consisted mainly of pattom, nilavari and pattakazhcha in 
Cochin and Kanyannur taluks and of pattom, nikuthi, palam and paltakazhcha 
in the other taluks except Chittur, where only pattom and palam were levied. 
The pattom or rent proper was generally fixed at half the Jenmi's share, or 
about a third of the net produce and amounted to one-fourth to six paras of 
paddy per para ofland. The nilavari cess was levied at the rate of 7~ pies per 
para and in a few cases at 15 pies. Pattakazhcha was a nuzzar paid to the jmmi, 
the amount ranging from 10 pies to Rs. 4 annas 9 and pies 2 according to the 
extent of the holding. The rate of nikuli varied according to the quality of 
the soil from 1/4 to 1 para of paddy per para of land, and those of palam from 
a tenth to i of a para. Palam amounting to 3/10 of a para was known was 
muppara. The assessment on pandaravaka kanam lands was calculated in the 
same manner as that on verumpattom lands except that michavaram was sub· 
stituted for pattom, nilavari was charged at a uniform rate of 15 pies and 
pattakazhcha varied from 20 pies to 1 i rupee. In the case of lands held as 
adima and anubhogam, a lump sum was deducted from the patton (the amount 
deducted being called udankuravu) while all the other items of assessment were 
levied exactly as in the case of kanam lands. Karaima lands were charged with 
only what is known as me/aima or royalty which amounted to 2~% of the 
pattom and pallakazhcha. No impost of any kind was charged on lands held as 
karozhivu or tax free, except in the case of some lands so held in the Chittur 
taluk, which were only exempted from the payment of palam, but were 
charged with patlom. On puravaka nilams, no paltom or pattakazhcha was 
charged, but muppara and nilavari were levied in the southern taluks and nikuthi 
and palam in the northern taluks. The nilavari charged was generally 15 pies 
per para but in a few cases it was only 7 ~ pies. This settlement did not 
increase the total land revenue to any appreciable extent, but resulted in a 
more even and equitable distribution of the demand. 

91. In addition to the ordinary assessment, all lands benefited by irri· 
gation works constructed at the cost of the Government were charged with a 

41348 
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Special cess called 'chiravari' at the rate of 1/10 to ! para of paddy per para 
of land according to the outlay on the 'chiras' concerned. 

92. · The Devaswom lands within the State were assessed more or less in 
the same manner as pandaravaka lands and the assessment was levied in money. 
Col. Munroe ordered that the assessment on wet lands should be collected 
in money, the rate of commutation being 5.25 paras per rupee.. For over 
half a century after land revenue began to be levied, the· assessment was 
collected in kind, except for a few years during the M ysorean supremacy 
when a portion of it was levied in money. The commutation rate was changed 
into seven paras per rupee in 1816 A.D. which was generally adopted in the 
above settlement. As, however, different prices ruled in different parts of 
the State, the commutation rate was not uniform throughout the State. 

93. Besides the assessment on lands, a tax was also levied on all houses 
except Government buildings religious edifices and residences of Brahmins and 
nobles. In the Trichur and Talappilli taluks the amount levied as house 
tax was above six annas per house, while in the other taluks it varied from 
20 to 40 pies. 

94. During the Divanship of Shri Nanjappayya (1818-25 A.D.) the farm
ing system for the manufacture and sale of toddy and arrack was extended to 
the whole State. 

95. Stamp duty began to be levied for the first time in 1837 A.D. under the 
provisions of Regulation I of 1012 M.E. which required documents including 
deeds of sale, mortgage etc., to be written in mudrolas or stamped cadjans. 

96. In the year 1840 A.D. th~ inland customs duties on all goods at the 
frontier stations whe reduced and, in the case of rice and other food stuffs, 
the duty was totally abolished. Transit duties levied within the State .were 
abolished in 1847 A.D. and the customs were made exclusively frontier and 
sea duties, while British produce going from one British possession to another 
was allowed to pass toll-free. 

97. The second crop assessment known ·as 'kalanikuthi' introduced in the 
settlement of 964 M.E. (1788-89 A.D.) was abolished in 1846A.D. In the 
year 1858 A.D. the exceptional rate of tax on cocoanut trees being levied in 
the Venduruthy island was modified and brought on a par with the rates that 
existed in the other parts of the State. In 1860 A.D., the commutation prices 
(i.e., money equivalent of the tax payable in kind) for paddy were refixed con
sidering the increases in the market price of paddy. The Government Z:,ono
poly on pepper was abolished in the same year. However, a duty was levied 
on all pepper exported from the State. 

98. Opium and Ganja were made Sarkar monopolies only in 1861 A.D. 
The farming system was adopted for the sale of these drugs also. The State 
.-eceived only the rental for the monopoly of the sale and did not levy any 
duty on the drugs. 
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99. In the year 1865 A.D. the Cochin Government entered into a tripartite 
trade agreement*, known as the "Inter-portal Trade Convention, with 
Travancore and the British Government. By this convention, Cochin agreed 
to abolish all inland customs and tobacco monopoly, to adopt the British 
selling price of salt and to raise the rate at inland depots so as to place Cochin 
and British salt on the same footing in the market. To compensate Qochin 
for the loss incurred by these arrangements, the British Government agreed 
to make over to the Sarkar a moiery of the customs receipts of British 
Cochin subject to a minmum of Rs. one lakh and, on account of the abolition 
of import duty on tobacco, an amount not less than Rs. 10,500 every year. 
Cochin was also allowed to import salt on the same terms as those on which it 
was imported into British Indian ports. Accordingly, all inland duties were 
abolished, but, on all imports and exports by sea, duties began to be levied 
just in the same manner as they were at the British Indian ports. Any revenue 
so derived was handed over to the British Government and the State received 
as compensation from that Government a share of the customs receipts of the 
British Cochin in accordance with the agreement. The State however levied 
its own port dues on vessels anchored off Narakbl and Malipuram. The above 
convention proved to be a great boon to Cochin-it ·gave impetus to inland 
trade and consequently increased the revenues. -

100. Even though the tobacco monopoly was abolished in 1865 A.D.t the 
Government did not allow its unrestricted import or sale. Those who wished 
to import or sell tobacco were required to take out licences. 

101. Tolls on conveyances were introduced for the first time in the year 
1870 A.D. at the toll gate on the Trichur-Shoranur Road soon after the com
pletion of the Shoranur bridge. t (The practice of levying tolls on goods had 
been in existence from time immemorial). 

I 02. The system of registering documents was first brought into force in 
August 1875 under the provisions of Regulation I of 1049 M.E. (1874-75 A.D.) 
based on Central Act VIII of 1871. The benefits of registration as conferring 
security of title were recognised by the people. 

* Tobacco which ~was 1 not a monopoly article in the neighbouring dis
tricts of Malabar and Coimbatore (since the abolition of monopoly in 
1853 A.D.) was extensively smuggled to Cochin. Similarly salt was 
smuggled into Malabar and Coimbatore disticts from Cochin as the sell
ing price of salt was lower in Cochin than in Malabar. This not only 
created difficult administrative problems, but also resulted in loss of 
revenue to the Cochin Government. These were the circumstances 
which led Cochin to enter into the trade treaty. 

t K. P. P. Menon says that i the "tobacco monopoly in Cochin was abolished 
in the year 1862 A.D.-vide p. 353 "History of Kcrala" Volume II. 

t By about 1911 A.D. tolls were levied at about 28 stations and the receipts 
on this account amounted to Rs. 40,000 per annum. 
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103. In the year 1884 A.D. the export duty on pepper was abolished. · The 
law relating to stamp duties introduced in 1012 M.E. (1836-37 A.D.) ~as 
amended and amplified by Regulation I of 1071 M.E .. (1894-95 A.p.) whtc~ 
was based on the British India Act I of 1879 A.D. Smce the passmg of thts 
Regulation stamped cadjans gave place to stamped papers.* 

104. In the year 1080 M.E. (1904-05 A.D.) Regulation II of 1080 M.E. 
to govern the levy of court fees was issued based on the British India Act 
VII of 1870 A.D. Since the passing of this regulation, court fees were levied 
in stamps and calculated in terms of British Currency. This superseded 
Regulation I of 1055 M.E. (1879-80 A.D.) enacted to amend Regulation 
I of 1010 M.E. (1834-35 A.D.). 

105. On 27th Kumbhom 1080 M.E. (lOth March, 1905) a settlement 
Proclamation was issued with a view to undertaking a scientific survey of 
both nilams and parambas. In the case of nilams this was an attempt to revise 
the assessment rates fixed over eighty-five years ago, in the settlement of 996 
M.E. (1820-21 A.D.). As regards parambas, there were two partial settle
ments (kandezhuthus) in 1012 M.E. (1836-37 A.D.) and in 1032 M.E. 
(1856-57 A.D.), in order to bring in the trees newly planted and the parambas 
newly cleared, under assessment. In neither of these two settlements has 
any change made in the rates of assessment. The present settlement tried 
to remedy all the defects of the previous ones. With a view to achieve this, 
the following preliminary works had been completed by this time: · 

(i) A cadastral survey (according to the Survey Regulation II of 
1074 M.E.). 

(ii) Classification of soils in different localities according to fertility. 

106. Settlement of all claims relating to Inam lands, assignments of land 
revenue and all cases of escheat etc., were also matters within the purview 
of this settlement. All lands were divided, as in previous settlements, into 
nilams and parambas for purposes of assessment, but their areas were recorded 
in terms of acres and cents instead of perukkams or paras or edangalis. Parambas 
were divided, as in the previous settlements, into 'payattupattom' and 'vriksha
paltam' parambas, the only trees taxed in the latter being cocoanut, arecanut 
and jack. All lands were classified with reference to the nature of their soils. 
Pandaravaka verompattam was treated as the normal tenure for settling the 
full State demand and all other tenures were brought under one or another 
of three tenures, 'Pandarauaka kanam' 'Puravaka' and '11lllm'. The State demand 
on pandaravaka kanam lands was made 2/3 of that on verompattam lands, one
third being waived in lieu of the extinction of the customary incidence of 
kaTlllm tenure. The puravaka assessment was 1/2 of that of pandaravaka verum
pattam in the case of nilams and 1/4 in the case of parambas. lMm grants were 
confirmed, modified or redeemed according to the merits of each case and 
assignments of land revenue were also treated in the same manner. Full 

*/Vole:-In !908 A.D. arrangements were made with Mfs John Dickinson & 
Co., of London for the manufacture of all important denominations. 
of stamps required by the Government, 
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property in the soil was conferred upon pandaravaka verumpattam and kanam 
holders and the settlement was made current for a period of 30 years. 

107. For fixing the rates of assessment on 'nilams', the gross produce was 
estimated by means of harvest experiments and the outturn thus arrived at 
was converted into money value at the rate of four annas and seven pies per 
para of paddy. From this, deductions were made on account of vicissitudes 
of season, unprofitable area and cultivation expenses and the balance was 
assumed as the net produce. One-half of this net produce was taken as the 
share due to the State in respect of lands held under the normal tenure, viz., 
Pandaravaka verumpattam. The lands were divided into nine tarams according 
to their productive capacity and nine rates of assessment were accordingly 
adopted, ranging from one rupee to seven rupees and eight annas. In Chittur 
taluk, however, only 7 rates were adopted and the rates were fixed higher 
on account of the irrigation facilities afforded to the ryots by the Government 
and in lieu of the water cess which used to be levied till the new settlement. 

108. For an occasional second crop raised on single crop nilams, one-half 
of the single crop assessment was charged. In the case of permanent double 
crop lands, the ryots were given the option to compound the second crop 
charge at one-fourth of the first crop charge, which he should pay, whether 
he raised the second crop or not in any year. 

109. Payattupattam parambas (parambas without taxable trees) were divided 
with reference to their productive capacity into eight tarams in Chittur Taluk 
and seven in other taluks with rates for pandaravaka verumpaltom ranging from 
two annas to two rupees per acre. 

110. In respect of vrikshapattam parambas, the assessment was charged not 
on the land, but on the trees. Cocoanut trees were divided into four classes 
not with reference to the yield of individual trees, but with reference to their 
situation on the sea-board or alongside the backwaters, rivers, paddy swamps 
or the inferior hilly tracts. The rates charged were 3 annas 6 pies 3 annas 
2 annas and I anna per tree respectively. The assessments fixed on arecanut 
and jack trees were at the uniform rates of four pies and 4 annas per tree res
pectively. Only bearing trees were counted and assessed and the maximum 
number of cocoanut trees assessable in an acre of paramba was fixed at 60 and 
of arecanut trees at 480, the trees in excess of these numbers being left un
assessed. In the case of parambas containing more than one kind of taxable 
trees, the assessment was not to exceed the highest assessment of a cocoanut 
garden containing the maximum number of trees. The above rates were 
for pando.ravaka parambas, those for pandaravaka kanam and puravaka parambas 
being 2/3 and I /4 of these rates. 

11 I. As already pointed out, a number of minor cesses used to be levied 
from landlords. All these including house tax were now abolished and in 
lieu thereof, a lhirumulkazhcha or royalty cess at a uniform rate of six pies was 
charged on every rupee of normal land revenue or full State demand due on 
each holding, whether held on pando.ravaka verumpattam, kanom, puravaka or 
other favourable tenures. 



470 

112. As was done in the previous settlement, all Devaswom lands within 
the State were assessed nearly· in the same manner as pandaravaka lands and 
the assessment was levied in money at the same commutation rates. This 
settlement also reserved to the State all rights to minerals, whether in 
pandaravaka or puravaka lands. 

113. In 1080 M.E. (1904-05 A.D.) the Abkari Regulation was intro
duced to regulate the sale of toddy and arrack in the State. The exclusive 
privilege of the manufacture and sale of country spirits and toddy was sold 
by public auction or by inviting tenders. The number of distilleries and 
of sites of shops was limited as far as possible and the lessee was required to 
sell country spirit at specified strength. Licences were issued for the sale of 
foreign liquor in shops and for tapping for jaggery at varying rates. 

114. The Cochin Ferries and Tolls Act III of 1082 M.E; cam~ into 
force on 1st Chingom 1083 M.E. whereby the Government could regulate 
the levy of charges on goods, conveyances etc., at specified ferries and toll 
gates. Certain ferries were leased out for specified periods and collection 
of dues from other ferries and tolls was made direct by Government. 

115. The old licensing system for the vend of tobacco was abolished and 
an auction system was introduced in 1083 M.E. (1907-08 A.D.). 

116. The old Stamp Regulation (I of 1071 M.E.) was modified and a 
new Stamp Regulation (VI of 1083 M.E.) was passed. According to this 
all denominations of stamps in ''puttans" were abolished. From 1st Vris: 
chigom 1083 M.E. (1907-08 A.D.) "copy stamped papers" were introduced 
for granting copies to the parties in public offices which were provided with a 
salaried establishment of copyists. The local manufacture was confined to 
all denominations of Anchal Stamps, envelopes and cards, two annas copying 
stamp paper, court fee papers, special adhesive labels and hundi stamp papers. 

117. The Cochin Registration Act V of 1084 M.E. (1908-09 A.D.) was 
enacted and brought into force from 1st Chingom of I 085 M.E. repealing 
tl1e previous Regulations. Registration of certain instruments such as 
'gifts ofimmovable property', 'lease of property' etc., was made compulsory. 

118. In 1086 M.E. (1911-12 A.D.) arrangements were made to intro
duce tl1e excise system for tl1e sale of arrack and toddy into the three northern 
taluks oftl1e State-Thalappilly, Trichur and Chittur. The system of selling 
independent arrack shops was also sanctioned in these taluks. The right to 
manufacture and vend arrack was separated from that of toddy and the toddy 
shops were sold independently. The supply of arrack to the independent 
shop-keepers in these tl1ree taluks was arranged to be made through a con
tract supplier from the Trichur Distillery. An excise duty was levied on the 
arrack supplied. In 1088 M.E. (1912-13 A.D.) the tree-tax system was 
introduced in tl1e three northern taluks, the rates of tax beina the same as 
tllose prevailed in the adjoining Malabar District. b 
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119. The practice of the Raja conferring various 'sthanams' (titles, offices 
and distinctions) and receiving annual payments- 'Antuka;:hcha'-from the 
recipients thereof was abolished in many cases in the year 1914 A.D. • 

120. In 1089 M.E. (1913-14 A.D.) the combined arrack and toddy 
monopoly system which prevailed in the southern taluks of Cochin was 
changed to the farming system separately for arrack and toddy. The farm
ing of arrack was again changed to thdndependent shop system in I 090 M.E. 
( 1914-15 A.D.) In the southern taluks the system of leasing the monopoly 
right of manufacturing and vending toddy was abolished, and the tree-tax 
system, with the sale of shops separately as in the northern taluks, was intro
duced from the beginning of 1092 M.E. (1916-17 A.D.). 

121. In order to consolidate and amend the law relating to motor vehicles 
in the State, Regulation I of 1094 M.E. was enacted on the model of the 
British India Act on the subject. The original Regulation II of I 089 was 
repealed by this Regulation. 

122. In 1098 M.E. (1922-23 A.D.) the Cochin Hackney Carriages Act 
II of 1098 M.E. was enacted prescribing the annual registration of hackney 
carriages. Registered carriages were given licences. The rates of licence 
fee varied from 4 annas to Rs. 3 according to the type of the carriage. 

123. A tax on income began to be levied for the first time in the State 
with effect from 1st Chingom 1109 M.E. (1933 A.D.) by the Cochin Income 
tax Act VIII of II 08 M.E. The exemption limit for the levy of income 
tax for assessees other than companies and registered firms was Rs. 2,000. 
Income derived from property held under trust or other legal obligation 
wholly for religious or charitable purposes, income of religious and charitable 
institutions derived from voluntary contributions, income of local authorities 
and agriculturat income were exempted from income tax. 

124. An excise duty on matches manufactured in the State began to be 
levied in 1110 M.E. (1934-35 A.D.). The manufacture of matches was 
controlled by the issue of licences under the Cochin Matches (Excise Duty) 
Regulation VIII pf Ill 0 M.E. Rules were framed under this Regulation 
101' the assessment and collection·of duty on matches and for the control over 
the manufacture, importation and supply of splinters and veneers. Banderols 
required for the match factories were supplied by the Government of India. 
From the gross revenue derived out of the sale of banderol during a year, 
the expenditure incurred on account of the administration and control of the 

• Note:-The 'sthanams' once conferred entitled the holders to be headmen 
of the community to whicll they belonged and by virtue of their 
{)ffice they had the privilege of presiding over ceremonies such as 
marriage, funeral etc., and deciding caste disputes. In some cases 
they had also to procure men and supplies for the State purposes. 
They were entitled to be remunerated by the levy of fixed fees from 
those at whose ceremonies they presided. This practice must! also 
have been stopped with the abolition of the practice of conferring 
tides by the Raja. 
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exci&e duty on matches was deducted and the balance was paid to a co~on 
pool for division among the various provinces and States, on the basis of 
their population according to the census of 1931. 

125. In November 1934, the Cochin Government agreed to divide the 
customs revenue of the Cochin Port among the Governments of Travancore, 
Cochin and the British India on the basis of the principle agreed upon by the 
parties concerned. This decision was in pursuance of the four-party agree
ment entered into by the British Government with Madras, Cochin and 
Travancore for the development of the Cochin Port. 

126. The Irrigation Regulation VIII of 1111 M.E. empowered the 
Government to levy a cess on any area benefited by irrigation works. As 
regards major irrigation works the cess could be levied so as to ensure a .return 
of 3% on the capital outlay after making provision for depreciation etc. The 
Government had also power to constitute irrigation . boards for local areas 
to regulate the distribution of water of any irrigation work. 

127. The Income Tax Regulation VIII of 1108 M.E. was amended 
by Regulations XXXVIII and XXXIX of 1111 M.E. with a view to bring 
the original Act into line with the income-tax law in British India. Regula
tion XXXVIII of 1111 M.E. introduced several important changes. It 
extended the scope of taxation by providing for the assessment of all foreign 
incomes except foreign agricultural income and for the assessment of the 
income of deceased persons in the name of their legal representatives. Pro
vision was also made for the prevention of certain forms of evasion ofincome
tax. At the same time the assessees were enabled to secure refund of tax 
in certain cases not provided for in the old Regulation and to get relief in 
respect of contributions to certain Provident Funds and against double taxa
tion in Cochin and the U. K. Regulation XXXIX of 1111 M.E. introduced 
a steeper graduation of income and higher rate of tax on incomes above 
Rs. 15,000. Assessees other than companies and registered firms were 
levied income-tax at rates varying from 4 pies to 20 pies in the rupee on 
incomes exceeding Rs. 2,000. Income-~ at the maximum rate of 20 pies 
in the rupee was charged on the whole mcome of companies and registered 
firms. With a view to relieve the British Officers stationed at Cochin from 
the inconvenience of paying income-tax both in Cochin and in British India 
and then claiming refunds by way of relief against double tax, the Govern
ment of India agreed to collect from them the tax at the higher of the two 
rates and then pay over to the State the tax due. to it. 

128. In 1935, the Coc!'in Gove~ent agreed to purchase the right of 
the Madras Government m the Cochm harbour {the expenditure for the 
first stage of the development work of the Cochin harbour was completely 
met by the Madras Government) by accepting the liability to contribute 
2/3 share of the expenditure for the fourth stage of the development work. 
The Cochin Port Act was passed by the Central Indian Legislature declaring 
the Cochin Port as a major port with effect from 1st August, 1936. 

129. Several important notifications affecting the assessment and collec
tion ofincome-ta.x were issued in 1112 M.E. (1936-37 A.D.). One of these 
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related to exemptions from tax of Interest on Provident Fund contributiom 
~d accumulations '?pto six per cent, . and another to a similar exemption 
m respect of fees lev1ed by traders from the customers for charitable purposes 
and of the incomes derived by the members of the Cochin Royal Family and 
the Cranganore Chief from all sources ·except salary, profession and business. 
It was also notified during the year that only foreign associations having the 
characteristics of a company should ·be treated as a company for purposes 
of the Income Tax Act. By another notification assessees were given the 
right to appeal against orders refusing to grant relief against double tax in 
Cochin and British India. 
130. Two income· tax amendment Acts were passed during• the year 
lll3 M.E. (1937-38 A.D.). By Act XXXII of 1113 M.E., a ·supertax 
was imposed with effect from lst Chingom 1114 M.E. on companies at a 
tlat r<J.te .of one anna in the rupee on incomes above Rs. 50,000 and on all 
other assess'ees on a graduated scale on incomes above Rs. 75,000. By Act 
XII of 1113 M.E. the contribution made by the British India Officers to the 
Provident Fund and .the contributions made to the Cochin Education Depart• 
ment Benefit Fund were exempted from income-tax. 
131. A cess on tea exported from Cochin began to be levied by the Cochin 
Tea Cess Act XXX of 1113 M.E. .· 
132.· By the Income Tax (Amendment) Act XIV of 1114 M.E. the right 
to claim refunds was extended to non-resident British subjects. 
133. Next year, the Cochin Government Trading Taxation Act V of 
1115 M.E. was passed whereby foreign governments doing business in Cochin 
were made liable to be assessed to income-tax in the State, By a notification 
dated 2nd August 1940 the bonus on Post Office Ten Year Defence Certificate 
and by another notification dated 8th August, 1940 the contribution made 
to the Cochin State War Fund by banks and joint stock companies were 
exempted from income-tax. 
· 134. The duty on matches was enhanced by the Government of India 
and the enhanced rate was adopted in the State also from 1st March, 1941. 
In this year, the Cochin Motor Vehicles Act VIII of 1116 M.E. was enacted. 
135. The Income Ta~ Act VIII of 1108 M.E. was repealed and a new 
Income Tax Act VI of 1117 M.E. · was passed in the year 1117 M.E. 
(1941-42 A.D.) ori the model of the, Indian Income Tax Act as amended 
by the Amending Act of 1939. An 'upward revision of income-tax and 
supertax rates was effected by the new Act. Another important measure 
was the passing of the Excess Profit Tax Act II of 1117 M.E. with effect from 
1st Chingom 1117 M.E. This was amended in the same year by Act VII of 
1117 M.E. This tax was levied on the excess profits arising out of certain 
businesses. The rate was 60 per cent of the amount in excess of the "standard 
profit" worked out on the principles laid down in the Act. A reciprocal 
arrangement was made between Cochin and Travancore on the model of the 
one in existence between Cochin and British Governments, for grantin1 ·elief 
against double income-tax to persons assesseA in both the States. 

41348 
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J36., By the Income Tax (Amendment} Act II of 1118 M.E. it was.pio• 
vided that all non-resident British subjects need be taxed like the non-reSident 
British India subjects and subjects oflndian States at .the average rate applic• 
able to their total world income only and not at the maximum.rate provided 
by the original. Act .. Contributions made to the War Fund were exempted 

.from income-tax and supertax.• . 
137, Arrangements were m:ade in 1119 M.Jl.. (1943-44 A.D.) with the 
Government of India and the U. K. fot granting double excess profit ta.X 
relief on income doubly taxed in Cochin State on the one hand and British 
India or the U. K. on the other. 
138. By: Proclamation II of 1120 M.E., an excise tiuty of·? annas pet 
pound of betel-nuts, coffee (cured) and tea (manufactured) In the State 
was imposed in co-operation with the Government oflndia. In the same yeaf 
the; duty on betel-nuts was reduced from 2 annas to I anna per pound·.' ;By 
the Vegetable Products Excise Duty Proclamation of 1119 M.E. an:·· excise 
duty on vegetable products (such as cocoanut oil) at the rate o£' !'anna per 
pound was· also introduced. & in the case of matches~· the revenue from 
these items were pooled and divided among ·the participating· States and 
the Government of India based. on population., 
139. A tax on motor vehicles began to be levied !or the first time in Cochin 
under the provisions ofthe Cochin Vel.ticlcs Taxation Act XIII of 1121 M.E. 
which came into force on 1st Chingom 1122 M.E. (1946-47 A.D.). The 
maximum rate leviablt:: on each type of vehicle. was prc;scribed in l)chedult:: 
I to the Act, Tolls and carriage tax. levied by <;ettain municipalities 
were abolished and the . local bodid were giyen compensation 
at specific rates from out of the proceeds of the vehicle; tax .. The Govertlfllent, 
however, reserved the right to levy tolls under the Cochin Ferries and. Tolls 
/let. · . 
140. Consequent on the abolition of the duty on s11lt in the Dominion 
of India, it was abolished in the State also, from 1st Medom 1122 M.E.. But 
the monopoly sY:'tem of procurement c~n~':'ued. ~n t~e s\'me . year . the 
Government· deCided to Introduce proh1b1tlon of mtox1cat1ng hquors and 
drugs in the State in stages and brought into force complete prohibition iri 
the Chittoor taluk from 1st ()ctober 1947. 
141. By the Cochin Income Tax (Amendment) Act XXII of 1122 M.E. 
the income-tax and supertax rates were revised, the exemptions in respect 
of religious and charitable. institutions were restricted to· income actually 
spent for the purposes of the institution and agricultural income and capital 
gains were brought within the purview of the Act. For purposes of assessing 
tax on the agricultural income, allowance was made for: (i) any sum 
paid on account of land revenue; (ii) local rates and cesses and municipal 
taxes in respect of the land from which the agricultural income was derived; 
(~i) any excise ~uty or tax paid for the agricultural produce from the land; 
{lV) any rent prud to the landlord etc. The arrangement for relief against 
'double. income-ta.'t in Cochin and British India was modified providing that 
the relief to be granted by each State should.· be in proportion to the rate at 
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which tax is levied in tliat State. ·. Arrangement :was alsO made fbi aliopting 
a special mode of c~loulating relief when the income-tax assessed in both the 
States. was subjected to excess profit tax in one State and not in the other 

142. In 1122 M.E. (1946-47 A.D.) the Cochin Sales Tax Act XV of 
1121 M.E .. came into force. Under this Act every dealer had to pay·taJC 
annually according to the following, scale- · 

; (i) for turnover upto Rs, 151000-Rs: 96. 

(ii)· for turnover between Rs. 15,000 and Rs. 20,000-Rs. 144:. 

(iii) for turnover eXceeding Rs. 20,000-1% ofsuch.ttim?ver 

No tax was payabie .if the .turno~.~ was. less than Rs. 10,000 a year. 
Salt, rice, paddy, wheat, cereals and pulses, sugar, Vegetables, frCsli fish 
{excepfthat for eXport}, cooked food served in hotels when the annual turn 
over Wa.s below Rs. 15,000, cheap cloth · including khader, handspun : yam 
newspapers, tobacco, bullion and specie and .betel-nut were exempted from 
sales tax: ·By an amendment to the Act made in the same year (Cochin 
Sales Tax (Amendment) .Act XXI of 1 122) agriculturists selling their own 
products were excluded from the category of dealers assessable to sales tax 
and goods manuJactured in· Cochin were subjected to sales tax wherever . the 
sale might have taken place .. ' The amendment also provided that, when 
the total turnover of a dealer included turnover in exempted goods, the turn
pver in goods that were not exempted might be assessed even when it was leq 
than I,U. 1 0,000; The schedule of exempted articles was also modilied. . The 
most iplportant of the .new exemptions was that imported goodi that were 
re-exported were subjected to tax only at one stage. Provision was made 
to issue licences to dealers who were entitled to exemptions under the· provi
sions of the Act. 

143. Tlie rates of Stamp duties, vehicle taJt and court fees were generally 
enhanced in 1122 M.E. by amending the. respective Acts in fotce. · 

144. oh the 'basis of .Central excise law of the Indian Dominion, a CesS 
at the .rate of 4 annas per cwt., on the quantity of copra crushed in a mil! 
began to be levied &om the beginning of 1122 M.E. The proceeds of thil 
cess; after deducting collection charg<!S, :were handed over to the Indian Oll 
Cess Committee. · 

145." The rate of duty on a pack of 50 matches was raised from Re. 1 llD,IlllS 
12 toRs. 2 annas 8 from 1st March 1948 in line with the enhancement 
made by·; the Government of India. The rate of excise duty on vegetable 
products'~ also enhanced,from lst March 1948 following similar enhance
ment in the Indian Union. Tobacco in any manufactured form was exemp
ted from sales tax in 1123 M.E. (1947-48 A.D.). 
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146 . .Under the ·C()chin Electricity Duty Act XXU. ot11123 M.E, Ucen
cees were to pay every month to the Government a duty at prescribed rates 
on and in respect of all sales of energy effected by the licensees during the 
·previous month, at a price of more than 2 annas per unit. Total sales of 
energy in."a month below · a prescribed limit .were eitempted from the duty. 
147.· In li24 M.E. (1948-49 A.D.), the. Cochin Sales Tax (Amendment) 
Act V of 1124 was passed aiid came intG> effect from 1st Dhanu 1'124 
M.E. By this amendment Act,:· sales tax was levied at the rate o(·3 pies in 
the rupee of turnover instead of at 'slab rates'. An additional tax ranging 
from 3 pies to 9 pies in the rupee was also charged on certain luxury articles 
such as motor vehicles, refrigerators, wireless reception instruments etc. This 
additional' tax was levied from the first assessable dealer in such articles in 
the State. Provision was also, made for registration of dealers whose annual 
turnover .reached Rs. 7,500 · or' ·more. · . . 
J48, In" the same year, by the Cochin IncoW:e Tax· (Amen~~nt) Act 
VI of 1124 M .. E. the rates of income-tax and supertax were reVISed and 
brought on a par with the rates in the Indian Union under .the Indian Finance 
Act of 1948. The exemption limit for income-tax was raised from Rs. 2000 
to .. Rs •. r3000. Provision was also made to levy: supertax on incomes wholly 
earned or wholly unearned at, different rates. ·. . . . . . , 
149. A cess at the rate of one_ arma per maund of oil seeds crushed in mills 
began to be levied from 1124 M.E. The proceeds of• this ceSs (excluding 
collection charges) were made over to the Indian Oil Cess .Committee, 
150. . On the first of July 1949, the independent princely States of Tra- . 
vancore and Cochin merged into a single unit under the name of the United 
State of Travancore and Cochin (Since modified as. Travancore-Cochip. 
State). 

C. Travancore-Cochin. 
151. Soon after ·the integration of the States of .Travancore and Cochin, 
the land . customs houses situated on the boundaries between Travancore 
and Cochin were abolished and new chowkeys were established at the northern 
boundaries of the Travancore-Cochin State under Ordinance V of 1124 M.E. 
152. The following changes were made in the period immediately follow
ing the integration. Prohibition was introduced in four more taluks, viz. 
Trivandrum, Nedumangad, Chirayinkil and Thalapilli, thus bringing a 
total number of 11 taluks under prohlbition in the Travancore-Cochin State. 
In other areas, the abkari systems in force under the respective regulations 
in the erstwhile Travancore and Cochin areas continued without change. 
Salt continued to be an article of State monopoly. The Inter-portal Trade 
Convention of 1865 A.D. and the standstill agreement regarding matters 
pertaining to the customs revenue continued till 17th September 1949, when 
certain drastic changes were introduced in the customs policy of the ·State 
under Ordinance No. 1 of 1125 M.E. and in accordance with 'the policy of 
the Government of India, all the land customs at the frontiers of the State 
were abolished with effect from 17th September 1949 and the State Land 
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Customs Act was repealed by Act III of 1950. From the above date only 
five sea customs houses of the State continued to function and, for the levy 
of duty, the Indian customs tariff was adopted. The export duty on pepper 
was enhanced in keeping with the increased rate brought into force by the 
Government of India. The levy of excise duty on matches, betel-nut, coffee 
and tea continued on the basis of the Acts in force in the respective areas 
of erstwhile Travancore and Cochin States. The licence syotem for the vend 
of tobacco which was in vogue in the Travancore area was abolished and 
the auction system, as existed in the Cochin area, was introduced with effect 
from 1st Chingom 1125 (1949-50 A.D.) Consequent on the abolition of 
inland chowkeys, the collection of duty on tobacco was discontinued from 17th 
September, 1949. 

153. The outstanding event of financial significance during the year 
1950-51 was the Federal Financial Integration which came into effect from 
1st April, 1950. The following items of revenue and expenditure were taken 
over by the Government of India under the scheme. 

Items of revenue 

1. Customs Duties 
2. Corporation Tax 
3. Income-tax excluding agricultural 

income tax 
4. Central. Excise 
5. Railways 
6. Telephones 

Items of expenditure 

I. Cost of collection of taxes: 
(i) Customs 

(ii) Central Excise 
(iii) Income-tax including 

Corporation tax · 
2. National Highways 
3. Defence . 

7. 
8. 

Posts & Telegraphs (Anchal) 4. Aviation 
Coinage and Mint 5. Broadcasting 

9. Pat~nts, Copyrights, Trade Marks, 6. Meteorology 
Joint Stock Companies 7. Archaeology 

8. Coinage & Mint 
9. Patent, Copyrights, 

10. 

Marks, Joint Stock 
nies 

Audit & Accounts 

Trade 
Compa-

11. Pensiom-Military and other 
Federal Civil Personnel 

12. 

13. 

Privy purses of the ex-rulers of 
Travancore and Cochin 

Census 

154. Th~ Federal Financial Integration resulted in the loss of some of the 
important elastic sources of revenue to the State. The net revenue gap 
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resulting from ihe fina!lcial integration was computed lis Rs. ·280 'laldt~ per 
annum. An a~ent was executed between the Central and· State· Goverri• 
ments for meeung this gap for a period of ten years. Under the terms of the 
agreement the Government of India was to meet the entire revenue-gap of 
Rs. 280 lakhs for the first five years beginning With 1950·51 and, ··thereaf\er, 
on a tapering scale reducing the grant to Rs. 222.6 lakhs in the tenth -year• 
For the first three years after Integration, an additional sum of Rs. 25.33 lakhs 
was also to be paid to the State representing the amount by which the federiJ.l 
items of revenue for 1124 M.E. (194849 A.D.) . lost to the State ·exceeded 
-the average of such revenue for 1123 M.E: and 1124 . M.E. Thus the total 
amount due to the State for the first three years from 1950-51 to 1952-53 
was fixed at Rs. 305.33 lakhs. The amounts due to the State for the remain:• 
ing years were: 

1953-54 
1954-55 
1955-56 
1956-57 
1957-58 
1958-59 
1959-60 

Rs ••. la/c1u . 
280.00' 
280.00 
·268.51 
257.03 
245,54 
234.Q6 
222.57 

' . 
The Centre had also agreed that, if in any year, the State Government's 

- share of the divisible central taxes exceeded the amount mentioned above, 
the higher amount was payable ·to the State Government. During. t,he above 
period, the Central Government also agreed to pay to the State Governmen~ 
a sum of Rs. 2.24 lakhs per annum towards liquidating the Central 5haui 
of the pension liability in respect of the civil personnel whd · retired on ot 
before 31st March, 1950. In addition to these, the State became entitled 
to all s~bsidies, grants-in-aid and other fo~ of financial assistance from th!! 
Centre m the same way as Part A States. · · · · 

155. The Federal Financial Integration completdy changed the structure 
of the State finances. While the emergence of a uniform fiscal and financial 
system all over the country, which was the object of the federal financial 
integration, was an achievement of great importance to the nation, Travan
core-Cochin had to suffer considerable loss of revenue. With the integra
tion, customs which were an expanding source of revenue passed on to the 
Centre. . Other important clastic sources of revenue like income-tax which 
the two States had fully devdoped were also taken over by the Government 
of India. Similarly land customs which yielded about Rs. 100 lakhs a year 
to the Travancore Government had to be dropped altogether after the inte
gration. At the same time, devdopment services like agriculture, industry 
irrigation, communication, etc., and social services like education, publi~ 
health which were expensive and expanding were left with the State. The 
allocation of resources had no relat-ion_ to the allocation of functiollS, · 
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156. A Sales-tax on tobacco was introduced from January 1951. The 
'I'ravancore-Cochin General Sales Tax Act XI of 1125 M.E. came into force 
.frOm lst June, 1950, repealing the Travancore General Sales Tax Act of 
·1124 M.E. and the Cochin Sales Tax Act of 1121 M.E. Multi-point tax 
·was l<iv:ied at the rate of3 pies in the rupee in general on almost all commodities 
and -sihgle-point tax at varying rates on certain selected commodities such as 
motor spirits, turmeric, cocoanut, copra etc., On certain luxury articles 
11nd op. tobacco an additional tax at rates varying from 3 pies to 18 pies were 

1
aJso leyied ~t th~ point of ~rst sale, ov~ and above the usual rate of 3 pies. 

157. Though income tax became a Central subject, taxes on agricul
tural income remained with the State, and agricultural income-tax continued 
to .~e collected py applying the provisions of the Travancore Income Tax 
Act and the Cochin Income Tax Act in the respective areas. 

158. · • Prohibition· was extended to two more taluks, viz., Pathauapuram 
:and Cranganur.: · . 

159, 'fhe auction ~tern for tobacco was abolished and the licence system 
was iniroduCed from 'I 7th August, 1950. 

160., The following ActS were passed in order to unify certain enactments 
in force in the erstwhile 'Travancore and Cochin States: 

n) The "Travapcore-Cochin Vehicles Taxation Act XIV of 1950. 
· (2). The .Trairancore-Cochin Agricultural Income-Tax Act XXII of 

1950. 
(3) . 'fhe Travancore-Cochin General Sales-tax (Amendment) Act 

XXVIII of 1950. · 
(4) The Travancore-Cochin Hackney Carriages Act XXXV of 1950. 
(5) The Travancore-Coehin Electricity Duty Act IV of 1950 • 

. . (6) The Travancore-Cochin Court Fees Act, 1125. 

. 16I. Since the coming into force of the Constitution of India, the State 
lost the revenue from salt, as "manufacture, supply and distribution of salt 
by Union agencies, regulation and control of manufacture, supply and distri
bution of salt by .other agencies" was included as entry 58 in List I of the 
·seventh Schedule of the Constitution. 

. 162. By the Travancore Land Tax Proclamation (Amendment) Act 
1950, the rate of basic land tax was revised and fixed as 3 pit:S per cent of l:tnd 
_(or :Re, .1 and annas 9 per acre) from 1st April, 1950. 

· 163. By the Travancore-Cochin Electricity Duty Act IV of 1950, electri
city duty began to be collected throughout the State from June 1950. The 
rate was 9 pies per unit of energy sold at a price of more than 2 annas per 
.unit. The duty was payable only by the electric supply licensees. 

· 164. The Travancore-Cochin Agricultural Income Tax Act XXII of 
)950 came into force from 1st A~ril, 1951. With the advent of thil new Act, 
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the exemption limit was enhanced to Rs. 3,000 (for Hindu undivi~ed families 
etc., the exemption limit was Rs. 6,000). The rates of tax vaned from: a 
minimum of 9 pies to a maximum of 4 annas in _the rupe~. For comparu~ 
the rate was 4 annas in the rupee on the total agncultural mco~e. In addi
tion to income-tax, supertax was also levied on incomes exceedmg Rs. 25,900 
at rates varying from I anna 6 pies to 6 annas in the rupee. On compames, 
the supertax was at a flat rate of I anna 6 pies in the rupee on the total income. 

165. The 'Travancore Cochin General Sales Tax (Amendment) Act 
XXVIII of 1950 came into force during the year 1951-52. The important 
changes brought about by this Act were: I 

(i) the levy of sales tax on the purchase or sale of goods in the course 
of import or export outside the territory of India as well as on 
inter-State trade was prohibited; ' · " 

(ii) tax on the sale of tobacco was fixed as 4 annas in 'the rupee.· This 
additional levy was subsequently reduced to 1! annas at , the 
first point; 

(iii) almost all essential commodities were exempted from the levy of 
sales tax. 

By Act XII of 1951 the Travancore-Cochin General Sales Tax Act was 
amended to ensure that the provisions in the Act do not conflict with the 
provisions in Article 286 of the Constitution of India imposing certain restrit 
ctions on the levy of ta.x on sales or purchases in the course of export or impor
and in the course of inter-State trade or Commerce. 

166. With the passing of the Part B States (Laws) Act III of 1951, the 
Indian Registration Act XIX of 1908 (Central Act) was adopted by the 
Travancore-Cochin Government. · 

167. In 1952-53, the following modifications were made in the sale tax 
structure. (i) Aloe yarn, copra, arecanutJpepper,':'ginger, turmeric, lemon
grass oil, tea, rubber and cardamom which were taxable at two points were 
made liable to pay tax at all points; (ii) Rugs, druggets and carpets of coir 
and jute on which tax was levied at the last point only were also brought 
under the multi-point scheme of taxation; (iii) All sales of green and soaked 
'husk, coir yarn and coir products were temporarily exempted, on the recom
mendation of a Committee of three members appointed to examine the ques
tion of revision of the multi-point sales tax on coir and coir products etc. 
owing to the abnonnal fall in the prices of coir yarn and coir products. 

168. From 1st April, 1954 the rates of agricultural income-tax and sup~
tax were enhanced by the Travancore-Cochin Agricultural Income Tax 
(Amendment) Act IX of 1954. The new rates of supertax varied from 2 
annas in the rupee to 6 annas 6 pies in the rupee. In the case of companies 
the rate was 2 annas in the rupee on the total agricultural income. · By the 
Travancore-Cochin Land tax Act XV of 1955 the basic land tax in force in 
the former Travancore area was extended to the Cochin area from 1st April, 
1956; the rate of tax continued to be 3 pies per cent of land. The kantfu
krishi lands and edavagai lands (which were exempted from payment fo 4md 
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tax by the Proclamation of 1946) were made liable to pa.y tax. In 1955-56, 
prohibition was extended to the taluk of Kottarakkara, thereby bringing a 
total of 14 taluks under prohibition. In order to levy betterment contri· 
bution and water cess on irrigated .lands, the Travancore-Cochin Irrigation 
Act 1956 (Presidents' Act VII of 1956) was enacted and given effect to in 
.1956-57. . 

169. The exemption granted to coir and coir yarn from the levy of sales 
tax from 1952-53 was withdrawn on 18th October, 1956, and they were 
brought under the levy of sales tax at the rate of three pies in the rupee at the 
last purchase point. 

. 170. A, a result of the reorganisation of States, the Travancore-Cochin 
State ceased to exist from lst November, 1956. 

J). Malabar. 
171. The collapse of the _p~wer of the Chera rulers broll(ht about a &a!f· 

mentation of their kingdom {Kerala Desam) into a number of petty princl· 
palities by about the 6th Century A.D. These territories came under the 
reign of .independent hereditary chieftains. The Rajas of Kwhikode 
(Zamorins) and of Kolathiri were prominent and powerful among them and 
the areas ruled by these Rajas were popularly known as 'Malabar', In very 
early 'times the Rajas of Malabar possessed extensive private properties and 
the large profits derived from these estates were their major source of income. 
This income was mor ~ or less sufficient to maintain the royal pomp and the 
administrative expenses. Therefore, the necessity to levy taxes regularly 
in order to augment the State revenues, was very much limited at that time. 
The system of exacting revenue followed by the ancient Rajas was one of 
aid and perquisites and forced contributions rather than of fixed taxes and 
assessments. There were a number of petty contributions and dues levied 
by .the ·kings from the very early times m order to establish the sovereignty 
of the king, though the revenues derived from them were very mea~e, 

. Regarding the origin, nature and scope of these levies, adequate information, 
except the statements of a few travellers and historians, .IS not available. 

172. Abdul Razaak, a Persian envoy, who visited Malabar in 1442 A.D 
says that wealthy merchants brought to Calicut large quantities of cargo from 
maritime countries and the Zamorin's Officers at the customs houses looked 
after the merchandise. When a sale was effected, they made on the mer· 
chants a charge of one-fortieth part; if no sale was effected, no charge was 
made.• 

173. K. P. P. Menon says that, even before the advent of foreigners in 
Malabar fees were levied for the administration of justice. According to 
the Hindu law, 5% of the suit value was leviable from the plaintift" and 10% 
from the defendant if he failed in his defence; otherwise he (defendant) was 
exempt from any tax. •• 

• "India in the 15th Century'' by Abdul Razaak. 
** p. 252 'History ofKerala' Volume lL 
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174. Graeme, Speclal Commissioner in Malabar, bas 'in his Report pfc. 
served a curious list of item; which brought revenue. to the coffers of the 
Malabar Rajas in early times. The items of revenue are more or less similar 
to those that existed in Cochm as mentioned earlier-vide paragraph 76. 

175. A levy was made on intoxicating liquors in the shape of a profession 
tax upon drawers of toddy and distillers of arrack. This tax W:'5 known as 
'kattichatti' or knife and still: tax. The exact period from which this tax 
began to be, levied is unknown. · 

176. The earliest instance we have of payment of a land tax in. Malabar 
occurs in 1731-32 A.D. It is stated that, when the dominions of the Raja 
of Kolathiri were invaded by the Bednore Raja's forces, the Kolathiri Raja 
imposed a tax of 20% on the pattom of all paddy lands. This was perhaps 
an imitation of what was in vogue in the Canara country of which Bednore 
formed a part where a regular system of land tax had existed ·"from 'the 
remotest times· of which there is any record" .. When the invaders retreated, 
levy of this tax must also have been discontinued.* In the year 1757 A.D. 
th_ Zamorins imposed a land tax called 'kavalpanam' to meet the expenses 
of the army kept for defence against the Mysoreans. This tax was levied 
at the rate of one anna on every piece of land which required one local para 
( 10 seers) of seed for single crop.** · 

177. A number ~f writers and historians have expressed their. ~ieWs 
regarding the origin of land tax in Malabar. The Mohammedan Writer, 
Sheik Zeenuddeen, of the 16th Century A.D. has assured that "they (the 
Rajas) demanded no land tax from the tenants of the lands and gardens, 
although they are of great extent." Speaking of what happened in Malabar 
on its conquest by Hyder, Dr. Buchanan says in his book 'Canara and Malabar' 
thus: 

"Under the Government of the Rajas, there was no land tax; but the 
conqueror soon found the necessity of imposing one, as the expenses 
of his military establishment greatly exceeded .the usual revenues". 

Thackeray (in the Report of the Board of Revenue, Madras, dated 14th 
August 1807 A.D.) says: 

"!here is no pr~ tha~ any regular land tax existed in Malabar pre
VIOus. to Hyder s mvaston .... ·: ....... :rhe proprietors of land were 
certainly bound to render military servtce, and were liable to contri
bute twenty per cent in case of invasion ......•... The Rajas had 
other sources of revenue from fines, royalties imposts personal taxes 
and plun~er which. 'Yc:'"e sufficient to suppo;t them. ' There was no 
army besides the militia nor any expensive establishment to support, 
so that there does not seem to have been any necessity for a general 
land tax •••••••••.•••••.•. n 

--------------------~~~~~--~~------• p. · 299 Gazetteer of the Malabar & Anjenco. Districts Vol · I 
. . by C. A. Innes, I. C. S. · ' ' 

** History of Kerala Vol. -·U by :& •. P.:..P~ Menon. 
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The Bom:d. of Revenue, Madras, observed in 1818 A.D •. that· .''until ·the 
~onques~ of Malabar by the Mussalrnan Princes of Mysore, the right (the 
tenmom right) seems to have been held by the Janmakars free from any condi
tion of a payment in money or produce to Government; for until that 
period, a land revenue appears to have been altogether' unknown to. the 
people".· Writers like Thomas Munroe, ·Major Walker, Captain Burton, 
Justice Kunhu Raman Nayar and K. P. P. Menon have also expressed more 
or less the same views as in· the above quotations. . Logan, however, holds 
the view that there was land tax in Kerala in early times. t His theory is 
based on his rendering of the word "pattam" which he derived from "patta
varam' or authoriry's (patu) share (varam). Persons like K. R. · Krishna 
Menon (a Malayalam Scholar) and Dr. Gunthert have disagreed with this 
derivation. 

178. From what has been stated above it follows that a regUlar land tax 
~e into existence in Malabar somewhere ab?ut. the Mysorean co~quest; , 
I.e., by about the year 1760 A.D. Any dues srmilar to land tax·which the 
King levied on land-holders prior to this period were ·purely of a personal 
nature and were not a burde~ on the land, and the land-holders never felt 
it an obligation to pay theni. In .the words of Visscher, these contributions 
were "regarded rather as free will offering than a tax'', . 

179. In 1776 A.D., Sirdar Khan, Civil and Military Governor of the 
province of Malabar (Governor of Haider Ali), prepared some sort. of accounts 
regarding the land in South Malabar and on the basis of this "the Hu:u.ur 
Niguthi" was imposed by Haider Ali. This tax ranged from 1/10 to 1/3 of the 
pattom on paddy lands. ·For garden lands a tree tax was nominally fixed 
upon each kind of tree, usually at the rate of2 annas for every bearing cocoa
nut, four annas for every bearing jack tree, eight pies for arecanut and 12 
annas for every pepper vine. But these rates were never applied in practice. 
Miscellaneous crops were not assessed in South Malabar;·· Lands in North 
Malabar were assessed on different principles. The proportion of the pattom 
exacted from wet lands was, as a rule, one-half · Tax on gardens varied· 
from place to place. In short the "Huzur Niguthi" represented no fixed share 
of the gross or net produce, and individual assessments were quite unequal. 

180. On March II, 1793 A.D., all the interior tolls were abolished on the 
order ·of the British Government, as a result of the inconvenience caused by 
the multipliciry of inland chowkeys. However; the dury on imports and ex
ports by land and sea continued to be levied. 

181. In 1792, by the Treary of Shrirangapattanom, -Malabar ceded to 
the East India Company.* The company made no attempt to introduce 
any new settlement; but, in spite of the inequalities of the assessment followed 
hitherto, it tried to realise as much as possible of the Mysorean demand. · 

· 182. · A pymask or survey in Malabar was conducted in 1796. Detailed 
information on this survey is, ho_wever, not available. , 

•Ncite:-Since this period; Malabar was under the rule of .the British and. 
· became part · of' the · Madras · Presidency later, · 
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1.8.3. In. the year H)Oi A.D; the tax on d~wers of ~ddy and dU~lers;. 
of arrack (katti-chatti). was increased and only knifes and .stills stamped With a 
government marks were allowed to be used. 

184 ... I~ 1802 ·A.D. Major· Macleod, the first Principal Collectol'·ofr• 
Malabar uoied to introduce a system of land tax, based on the gross produce 
from.Jand. But the rates fixed by him were so high that the collection of. tax 
could not be. done successfully. Mter a detailed enquiry condu.cted through-• 
out Malabar, a P(O(l)amation was issued by the British Government in 18()5 
A.D •. prescvibing the method of ~essment and the tax due on land·. The 
principle adopted was that "on. wet or rice grounds. aftel' deducting from the 
gross produce die required seed·l!.Jld exactly the same quanti!)! for exp¢nses' 
of cultivation, and then allotting 1/3 of what remains as kolulabham (o.rr plough• 
profit) to the. kudiJ!an,. th.e residue or patt,am is to be di.vided. in the pr.opo~tjon 
of 6/10 to .the Sarkar and 4/10 to th,e ]anmakar. On·paramlia or C)rcha~:d lands . 
1/3 of cqcoan.ut, arecanut and .jack tree produce · being deemed .sufficielilt for 
the kudiJ!an, the remainder or pattom is to 'be equally d,ivided between. th6 
Sarkar and janmakar. On. dry grain lands the Sarkar's share is to be. half of 
the janmakar' $ 'va_ram,' on ~hat is a<;tually cultivated dilring the year" •... T~es~ 
were made apphcable umformly: for the whole Malabar and dec.liu:e.d to. be 
permanent for 12 years. . . . 

1S5. · In'the case ofWynaad, no. attempt was made for a settlement'IUi.tll 
1806 A.D. In that year, the assessment on wet lands was fixed on the follow
ing prin.cipl~ :. The gross produce was ~certained, in the case of wet area,, 
by muluplymg the seed sown .by ,th<\ out-turn multiple'; a deduction of 
twice the seed was made for cult!Vahon expenses; and the balance was divided 
in equal shares between the Government, the jenmi and the cultivator. This 
settlement was known. as 'niguthi vittu' or seed assessment. · 

186'. In 1822'A.D •. Mr. Graeme tried to make a reassessment of both the. 
paddy fields and gard~.lands, but could ,not implement it successfully •. ln'~ 
the same year,:.an addltJOnal levy called ]enmabhogam' at varying rates on. 
all lands of wh•ch ~e Government was ~he proprietor, was introduced. In· 
1660 A.D. the, different rates were umfied and fixed at 8 annas per acre 

187 •. In ~e year 18~0 A.D. t~e farming system for the production• and 
s~ of ';llt~1cants w_as mtr<:>d~~ed m ~e whole of Malabar to get ovc:r· the. 
d•fficulties m detectiOn· of illicit tappmg and distillation; 

188. Dry grain lands in Wynaad were not assessed tilll862 when aer ger 
rates (a~ual) of Re. I annas 4 upon la!'ds other than those un'der perm:ent 
occupation and annas 10 upo~ lands m peffilanent occupation were. intra.; 
duced.. On the Government ;nunom lands these. rates were enhanced b . the· 
usu!ll ;mmablwgam. Coffee esta.tes were taxed in 1,860 at a uniform ra~e of. 
Rs. 2 per acre from the third year after plantmg plus the usual · 
bhogam if the land belonged. to ilie . Government. Cinchona was_ s~n':f" 
assessed~ bu~ no ch~es were made for the. garden products of the plaiJ:· 

189. The authority for leV)( of water ~ess In tlte Madras Stat cL • cL. 
from the Irrigatio~~: .Cess Act (Madras Act VU) .of l86S. S~~ er!j . •· 
of water cess as applicable to all areas l'enerallywere fixed. Separatesrul: 
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were framed· in· respect of particular areas from time to time. · The:'rate·· of 
water cess was generally fixed with reference to the area irrigated, the quan
tity of water required and the nature of the crop raised;. 

190. From 1870 the Court Fees Act (Indian Act VII' of 1870) was made 
applicable to the Madras State to regulate matters relating to court fees. 

19L In 1877 A.D. the monopoly on salt was abolished* and since then 
an excise duty was levied at Bombay on each maund :or salt issued for con
sumption. 

192. In 1885 A.D. the methods and principles of land revenue collection 
in Wynaad were revised. Cultivable lands were divided into wet lands com
prising swamps. and paddy flats, and dry lands including all other lands 
irrespective of the crop cultivated. For wet lands a scale of rates rising from 
annas 8 to Rs. 2 annas 8 by increments of annas 4 was adopted and the soils 
were classified into different tarams to correspond with the money rates. Dry 
lands were not classified, but were arranged in four classes, and assessed at 
rates ranging from annas 8 per acre by increments of annas 8 to Rs. 2 per acre. 
Special rates were fixed for estates held under private jenmies or acquired in 
good faith from private jenmies. Estates held on Government lands were 
charged with jenmahhogom in addition to the ordinary levy. House sites were 
allowed upto 25- cents free of levy. These rates were introduced during 
1886-87 in some parts of Wynaad and extended to the remaining area in the 
next year. t · 

193. In 1886 A.D. a new excise system for production of intoxicants 
was introduced, by which the privilege of manufacture of arrack, 
subject only to"- duty upon each gallon issued from· the distillery, was assigned 
toacontractor on payment ofa lump amount determined by competition. 
The privilege of retail sales W!lS sold by auction for small areas except for 
municipal towns where shops were auctioned separately. In the case of toddy 
a tree tax was levied on each tree tapped and the privilege to open shops for 
sale of toddy was auctioned. This system, in. so far as it related to toddy, 
was first introduced in 1886 A.D. as an experimental measure in certain 
places and extended to the whole of Malabar in 1889 A.D. 

194. Stamp duties began to be levied in Malabar under the provisions 
of the Indian Stamp Act III of 1899. · 

195. During the period of 1900 to 1904 A.D., a broad-based survey 
and settlement of the plain taluks of Malabar (area excluding Wynaad) was 
conducted. (Prior to this period a number of attempts were made for the 
revision of the assessment rates on lands fixed in the Revenue Settlement of 

* Salt had been declared as a State monopoly commodity by 
Regulation IL.of 1807. 

t Note:- Because of certain legal difficulties felt in the implementation of 
this system, the settlement notification was amended in 1893 A.D., 
but without interfering in any way with the classification of land, 
the rates of assessment or the settled demand. 
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1805 A.D. 'But none of these could be carried out successfuily). By this 
settlement the reiTenue system in Malabar was b~ught into line w_ith that . 
of the rest of the Presidency, due allowance bemg m!lde for spec;'l\1 local 
conditions. Tree tax was abolished, so also the practice of chargmg only 
certain specified crops in gardens. Cultivable lands had been classifie~ ac
cording to their soil and further to wet, garden and dry lands. To constitute 
a garden, a minimum of ten cocoanut trees .to the acre or 120 arecanu~ trees 
or 5 jack trees was necessary. Tax was levied only on the extent cultivated 
in each year. The rates prescribed for wet lands were: 

Tar am Rate per acreferop 

Rs. As. Ps_ 
1 6. 0 0 
2 5 0 0 
3 4 0 0 
4: 3 0 0 
5 2 0 0 
6 1 8 0 
7 1 0 0 
8 0 12 0 

The method of fixing the rates was different from that adopted all the 
settlement in 1805 only in one aspect, i.e., allowance for vicissitudes of 
seasons or unprofitable areas was given in the new settlement. On the land 
regularly yielding two crops, the charge for the second crop was fixed as 1/4 
of the first crop, whereas, for occasional second crops on single crop lands, the 
charge was 1 f2 of the first crop. There was thus an inducement to stick on 
to regular second crop cultivation. For dry lands 1/5 of the gross produce 
was deducted for vicissitudes of season, and cultivation expenses were cal-' 
culated at sums varying from ~· 6 ~o Rs. 3 per acre; 1/3 of the net produce 
was then allowed as the cultivator s share and the balance was divided in 
equal proportion between the Government and theJenmi. The rates fixed on 
the above principle varied from annas 4 to annas 12 by increments of annas 2 
and then to Re. 1, Re. 1 annas 8 and Rs. 2 per acre. Seven acreage rat~ 
varying between Rs. 7 and Re. I were imposed on garden lands according· 
to the quality of the land. 

196. Pepper was classed as a special product in Wynaad by Gove~ent 
Order No. 797/Revenue dated 25th.July, 19~4.and it was exempted from 
assessment for three years after plantrng. A s•milar concession was extended 
to rubber also. It is state~ in "The Gazetteer of Malabar and Anjengo 
~istri~ts" that the consumption of toddy, arrack a_nd country spirit was prohi
bited m Malabar on 1st o.ct?ber, 1906. The Circumstances leading to this 
decision are not clear; nor IS It known when this prohib.ition was withdrawn. 

197. In 1922 the Indian Stamp Act of 1899 hitherto in vogue in the Stat 
was replaced by the Madras Act VI of 1922 which eame into foree from 25th 
April, 1922. By this Act the stamp duties were generally enhanced by 50%. 



By the Madras Act V of 1922 various amendmen~ to the Indian: Court Fee 
Act 1870 were made, the main object being to enhance the rate of Court fe 
generally by 50% as a measure of augmenting the State revenues. Thes 
amendments came into force from 18th April, 1922. 

198. · In the year 1926, a revenue settlement of the lands in the Malaba: 
area (including Kasaragod) was started and completed by the end of 1934.• 
·In this settlement the lands were classified into "Old ··holdings" and "Nev 
holdings". New holdings wore charged a higher rate of assessment thai 
the old holdings. This higher rate was the result of the levy of "Jenma
blwgam" in addition to the regular assessment." 'Inam lands" were com
pletely exempted from the levy of tax, provided the conditions of the "lnam' 
were fulfilled. For fixing the rate of tax, the outturn for each sort of soil wru 
fixed and the same converted into money in the first instance. From this, 
deductions were made for cartage, merchant's profits and cultivation ex· 
penses. The remainder of the commuted outturn was divided between the 
cultivator and the Governemt in fixed proportions. 

I99. For purposes of assessment lands were classified into wet, dry and 
garden lands. The rates of assessment for each category of land were fixed 
as follows:-

Wet lands:-In the plain taluks of Malabar (8 taluks) lands were divided 
into 8 tarams and the rates fixed ranging from I 4 annas to Rs. 7 annas 2 per 
acre for single crop wet lands. Double crop lands were assessed at I :t of 
the single crop rate. In Wynaad, wet lands were assessed at 9 different rates 
(instead of 8 tarams in the plain taluks) ranging from annas I 0 to Rs. 2 annas 
I 4 per acre. In Kasaragod area wet lands were assessed at nine different 
rates ranging from annas I4 toRs. 7 annas 14 per acre. Double crop lands 
were assessed at I :t of the single crop assessment. 

Dry lands:-ln the plain taluks 8 tarams were adopted for dry lands and 
the rates varied from annas 5 to Rs. 2 annas 4. In Wynaad area dry lands 
were brought under two categories, viz., developed and undeveloped {all 
dry lands coming under private 'jenmom' with regular occupations and all 
Government jenmom dry lands were classed as "developed" and all other 
dry lands were classified as " undeveloped " Four different rates were 
adopted for "developed" dry lands, ranging from Rs. 8 to Rs. 2. The rate 
for dry lands not comprised' in estates (undeveloped) was fixed as 1/2 anna 
per acre. In Kasaragod area dry lands were divided into nine tarams and 
_the rates of assessment varied from annas 2 to Rs. 2. 

Garden lands:--Seven tarams were adopted for the purpose of assessment 
of garden lands in the plain taluks and the rates ranged from Re. I annas 3 
toRs. 8 a:nnas 5 per standard acre (10 cocoanut palms or 120 a:recanut palms 
or 5 jack trees were treated.as one standard acre as in the previous settlement). 
In Wyanad, garden lands were classified as estates developed estates and . 
undeveloped. All lands planted with tea, coffee, rubber, cinchona or any 

•c.f. -G.O.MS. 284/67/Rev. dated 17th July, 1967 of the Revenue 'C' 
Department, Government of Kerala. 



other special crop' or 0ccupied b¥ buildings .required .for or anclliary to the 
cultivation of these crops or thell' preparanon for .the mar,ket came under 
the category of 'Estates developed'. All other estate lands were !t'eated as 
"Estates-undeveloJled". All estate lands· were further grouped mto four 
categories, viz (I) estates formerly held from jenmies and later on directly 
held from Government; (ii) estates held from government on ryotwari 
pattah; (iii) estates held under jenmies; and (iv) estates of which the .planters 
were the jenmies. The rates of assessment fixed for the above categories of 
estate lands were:-

Developed Untle7!eloped 
Rs. As. Ps. Rs. As. Ps. 

I. Item (i) above 3 0 0 0 10 0 
2. Item ~ii) above 3 0 0 0 10 0 
3. Item iii) above 2 6 0 0 0 6 
4. Item (iv) above 2 6 0 0 0 I 6 

In Kasaragod area eight tarams were adopted for the pmpose of assess-
ment of garden lands, the rates ranging from Re. 1 annas 2 to Rs. 9. . . 

200. The Madras Motor Vehicles Taxation Act III of 1931 was passed 
and brought into force on 1st April 1931. Prior to this date there was no 
uniform system of levy of tax on motor vehicles in Madras State. The local 
bodies were levying tax on motor vehicles and tolls were also being collected. 
By the new Act the Government abolished the levy of all tolls and the tax 
on motor vehicles imposed by local bodies and introduced a State tax on 
motor vehicles using public roads. 

The rates of tax were levied on the following basis: 
(i) Motor cycles on the basis of horse power 
(ii) Goods vehicles on the basis of laden weight 

(iii) Ta.'Cis and buses on the basis of seating capacity 
(iv) Private cars on the basis of their unladen weight 

201. By the enacnnent of the Madras Traffic Control Act of 1938 tlie 
fees levied by Government in addition to the permit fee on motor vehicles 
and the fees on licences granted to motor vehicles by local bodies were abo
lished. Provision was also made to compensate the loss sustained by the 
local bodies on. account of the ~bolition of the fees charged by them. The 
rates of tax levted on motor vehicles under the Motor Vehicles Taxation Ac~ 
of 1931 were enhanced in order to make good the loss consequent on the 
abolition of the additional fees levied by the Government and licence fees 
by the local bodies. 

202. In order to regulate registration of motor vehicles transfer of owner
s hip or possession of motor vehicles, issue of licences and badges to drivers 
and conductors and of fitness certificate of transport vehicles etc the Indian 
Motor Vehicles Act 1939 was adopted.in the place of the Indian.Motor Vehi
cles Act 1914 which was in force in the State. 
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203. Sales tax began to be levied in the Madras State under the Madras 
General Sales Tax Act, 1939 in order to Jmake up the loss of revenue con· 
sequent on the introduction of prohibition in 1939. The Act authorised the 
levy of a general tax on the sale of goods other than electrical energy, motor 
spirit, manufactured tobacco and any goods on which duty was or might be 
levied under the Madras Abkari Act, 1886,lthe Madras Prohibition Act, 1937 
or the Opium Act, 1878. The tax was payable under the Act on the actual 
turnover exceeding Rs. 10,000 in an year. The rates of tax fixed were: (i) 
between Rs. 10,000 and Rs. 20,000 of turnover in a year-Rs. 5 per month;· 
(ii) annual turnover exceeding Rs. 20,000-half per cent on the turnover 
in excess of Rs. 20,000. The turnover of certain commodities such as bullion 
and specie, cotton yarn, handloom cloth etc., was exempted from the levy 
of sales tax. The Act also provided for the grant of licences on payment of 
licence fee to enable dealers to avail themselves of the benefits of the exemp· 
tions. 
204. A tax on the retail sale of motor spirits was levied in Madras State 
with effect from 1st April 1939 under the provisions of the Madras Sales of 
Motor Spirits Taxation Act, 1939. Petrol, diesel oil and other internal com• 
bustion oils (excluding kerosene, furnace oil, coal or charcoal) were treated 
as motor spirit for the purpose of the Act. The tax was levied at the poi.m 
of sale of the commodity to the consumer. Registration of dealers in motor 
spirit was compulsory but no registration fee was prescribed. The rates 
of sales tax prescribed in the Act were one anna and six pies per gallon in 
the case of petrol and six pies per gallon for motor spirit other than petrol •. 
For dealers having motor cars a reduction not exceeding 2% of the total 
quantity of petrol received for personal use every month was exempted from· 
the levy of sales tax. The sale of motor spirits supplied as bunkers' oil to 
ships visiting the Madras Port was also exempted from the tax. 
205. The Madras Tobacco (Taxation of Sales and Registration) Act, 
1939 provided for the levy of a tax on the sale of tobacco and the licensing 
of trade therein. 
206. Under the Madras Entertainment Tax Act, 1939, a tax on enter· 
tainments began to be levied by the Madras Government with effect from 
1st August 1939. This Act repealed the Local Authorities Entertainment 
Tax Act of 1926 and provided, for the payment, by way of compensation to 
local authorities which were in receipt of an income from the tax levied under 
the Act of 1926 during any part of the three years preceding 1st April 1939, 
of a sum equal to the average net annual income from this tax. The rates 
of entertainment tax ranged from pies 3 to Rs. 3 for payments upto Rs, 10, 
and Rs. 3 for every additional payment of Rs. 10 or part thereof. 
207. A tax on the consumption or sale of electricity was levied in the 
Madras State under the provisions of the Madras ·Electricity Duty Act V 
of 1939, which came into force on 1st April, 1939. This was also one of the 
measures taken by the Madras Government for making up the loss of revenue 
on account of the introduction of prohibition in the State. Under the Act 
liqensees had to pay every month to the Government a duty of 6 pies per unit 
of energy sold at a rate of more than 2 annas per unit in respect of all his sales 
. 4J348 
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during the previous month. But the energy consumed by him for his personal 
purposes was exempted from payment of duty. Further, the Act allowed 
exemption from duty in case the total energy sold by a licensee during the 
previous month did not exceed 16,666 units provided also that his total sale 
for the year was less than 200,000 units. 
208. During the year 1940 the rate of general sales tax was reduced to 
Rs. 4 per month on the first slab (turnover between Rs. 10,000 and Rs. 20,000) 
and to 1/4% of the annual turnover for the second slab (turnover exceeding 
Rs. 20,000). This reduction was effected in consequence of the policy of 
Governnment not to extend prohibition further. The rates were, however, 
enhanced with effect from 1st October, 1943. 
209. The Electricity Duty Act of 1939 was amended in 1941 and 1943.· 
These two amendments, viz: (i) Madras Act III of 1941 and (ii) Madras Act · 
II of 1943, were intended to bring the law into accord with section 154A of 
the Government oflndia Act, 1935 on the subject,Jproviding for:(i) the exem
ption from tax in respect of electricity sold to the Central Government (includ
ing Railways) and (ii) the fixation of the price of electricity sold to the 
Central Government (including Railways) at a rate equal to the price charged 
to bulk consumers less the amount of tax. 
210. With effect from 1st October, 1943, the Government enhanced the 
rates of stamp duty on certain instruments by the Madras Stamp (Increase of 
Duties) Act XVI of 1943. The rates were then raised by 100% on some 
instruments connected with business and by 50% in other cases. This 
measure was intended primarily to check the inflationary conditions brought 
about by the Second World War. 
211. The Madras Tobaceo (Taxation of Sales and Registration) Act 
of 1939 was repealed with effect from I st April 1944 at the instance of the 
Government of India, which in return agreed to compensate the loss. 
212. In 1945, the Electricity Duty .Act of 1939 was further amended by 
the Madras Act VIII of 1945 authol'ISlDg the Government to impose a duty 
on the energy consumed by licensees other than those connected with the 
constrUction, maintenance and operation of electrical undertakings. 
213. From 1st April, 1945, a new procedure for payment of compensation 
to the loeal bodies under the !-'vfadras E~tertainment Tax Act of 1939 was 
evolved whereby the loeal bodies were reunbursed the entire amount of the 
entertainment tax collected from their respective areas by the Government 
after deducting 10% of the collections. 
214. · The rates of sales tax levied under the Madras Sales of Motor Spirit 
Taxation Act of 1939 were enhanced from 1st January 1947 in order to aug
ment the State revenues. T~ new rates were 4 annas per gallon of etrol 
and 1 anna 6 pies per gallon m the case of motor spirit other than pe&ol. 
215. The Madras General Sales Tax Act of 1939 was ramended with effect 
from Ist January 1948.. ~he 'slab rates' for levy o_f ~ was replaced by a 
general rate of three ptes m the rupee. On certain luxury articles such(as 
motor vehicles and s~ parts, radio sets, ele~trical g?ods, photograpliic 
cameras etc., an additional tax at the rate of3 p1es or 6 p1es in the rupee was 
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introduced. This additional tax was levied at such single point in the series 
of sales by successive dealers as might be prescribed. Bullion and specie were 
brought within the orbit of sales tax for the first time, the rate of tax being 
fixed as 1/4% at the first sale point in the State. The absolute exemption 
allowed for cotton yarn and handloom cloth was also withdrawn. Provision 
was made for the registration of all dealers with a turnover of Rs. 7,500 and 
above at various rates according to the nature of the commodity dealt in 
and for the restriction of the collection of the tax to the registered dealers. 
The enhancement of the rates of sales tax was due to the revival of the prohi
bition policy of the Government in 1946-47. . 
216. The rates of entertainment tax fixed by the Madras Entertainment 
Tax Act were revised from 1st January, 1948. Separate rates were provided 
for · cinematographic exhibitions and other entertainments. · 
217. The General Sales Tax Act was again amended in 1949 so as to levy 
an increased rate of tax of 4! pies in the rupee on articles of food and drink 
sold in hotels etc., with an annual turnover exceeding Rs. 25,000. In the 
case of cotton, provision was made for the levy of the tax at !% on the turn
over at a single specified point in the series of sales by successive dealers. 
A single point tax was also levied on the sale of newspapers, periodicals etc. 
218. The rates.of tax under the Madras Motor Vehicles Taxation Act 
of 1931 were revised from 1st July 1949. The increase in the rates worked 
out to about 20% in the case of motor cycles, 33-J- per cent in the case of 
goods vehicles, 25% in the case of taxies, 20% in the case of private cars 
and 77% in the case of buses. 
219. The Madras Entertainment Tax Act of 1939 was amended in order 
to levy an additional tax (show tax) from 1st August 1949 for each cinema
tographic show exhibited in the Madras city, other municipalities and other 
places in the State, at different rates. Receipts from this additional tax were 
not to be made over to the local bodies. 
220. The single point tax levied on the sale of newspapers, periodicals 
etc., was discontinued from 1st January 1951 consequent on the Government 
of India's legislation in the matter. From 15th February, 1951 the tax on 
the sale ofhandloom cloth woven partly or wholly with mill yam was reduced 
from 3 pies to 1! pies in the rupee, with a view to give encouragement to 
the handloom industry. 
221. The rate of sales tax for petrol was further enhanced to 6 aruias per 
gallon in June, 1952. 
222. To augment the revenues of the State the Madras Motor Vehicles 
(Taxation on Passengers and Goods) Act of 1952 was enacted and given 
.effect to from 1st February 1953. Under this Act, a tax was levied on all 
passengers, luggage and goods carried in stage carriages, and all goods trans
ported by public carrier vehicles in the State at the rate of 9 pies in the rupee 
on the fares and freights in the case of stage carriages and at the rate of 6 pies 
in the rupee on the freights in the case of public carrier vehicles. Provision 
was also made to enable the operators of taxable vehicles to pay, in lieu of the 
tax leviable under the Act, a composition fee calculated at the rates prescribed 
in the sclledlJie to the Act. 
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223. On the recommendation of the First Finance Commission, the 
Government of India discontinued from 1st April, 1953 the compensation 
paid to the State Government on account of the abolition of sales tax on 
tobacco by the State. . The State was allowed to revive its own taxation 
on tobacco sales and hence the Madras Tobacco (Taxation of Sales and Regis
,tration) Act of 1953 was enacted and brought into force on 20th April, 1953. 
The tax was levied at the point of first sale in the State. Tax .was levied on 
cigll!:Cttes, cigars, cheroots, cigarette-tobacco and pipe-tobacco. Beedies, 
'sn~ chewing tobacco, cigarettes sold at a price of 3 pies each or less, and 
"cigars and cheroots sold at a price of 2 annas each or less were exempted. 
The rates of tax varied from 10 to 30 per cent of the turnover. Registration 
of dealers was compulsory under this Act. 

224. The following modifications to the General .Sales Tax Act were 
brought about in 1954-55. 

(i) Gold, silver wares and precious and imitation stones were included 
• in the list of luxury articles. 

(ii) Sales of meat, fish, green vegetables, flowUs, fruits and eggs 
were exempted from tax. . 

(iii) Sales tax at anna I ps. 3 in the rupee at one point in addition 
to the then existing multipoint tax was levied on all ·mill-made 
cloth, including woollen and silk fabrics. Coarse cotton cloth 
of 16 counts was exempted from the levy of general sales tax 
and the tax of 1! pies in the rupee on handloom producu 
was discontinued. , . . 

225. To rectifY the anomalies and defects in the old ·Court Fees Act of 
1922, a new enactment, viz., the Madras Court Fees and Suits Valuation Act 
was passed in 1955. ' 

226. The Madras Plantation Agricultural Income Tax Act V of 1955 
was enacted to levy a tax on the income derived from plantations. The 
assessable minimum was Rs. 3000-(Rs. 6000 for Hindu undivided family etc.) 
The rates of tax for assessees other than companies on incomes in excess of 
Rs. 1500 varied from 9 pies to 5 annas 6 pies in the rupees, For companies 
~e rate was 5 annas 6 pies in the rupee on the whole income, • ' 

J:. Kerala 
227. On 1st November, 1956, the present State of Kera!a was formed 
a result of the passing of the States Reorganisation Act by the Governme!: 
of India. The former Travancore-Coc!»n State, excluding the taluks of 
Thovala, Agastheeswaram, Kalkulam, Vilavamcode and the tamil 8 eakin 
part of the Shencottah Taluk and the Malabar District and the &uuk ~ 
Kasaragod of the South Kanara District of the Madras State were inte te~ 
to form the Kerala State. At the time of the formation of Kerala State gra pro 
hibition was in force in nine taluks of Travancore-Cochin and in the ' hoi· 
of the Malabar District and Kasargod Taluk of the Madras State. w e 

*Part IV B Fort St. George Gazette dated 30th March, 1955. 
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228. Soon after the formation of the Kerala State, the Travancorc
Cochin and the Madras Acts were made applicable to the respective com• 
ponent parts of the State, until the laws were unified. 

229. By Act VIII of 1957, the provisions of the Travancore-Cochin Agri
cultural Income Tax Act, 1950, were extended to the Malabar area and the 
Madras Plantation Agricultural Income Tax Act V of 1955, in its application 
to Malabar, was repealed with effect from lst April, 1957, and the Travancore 
Cochin Agricultural Income Tax Act XXII of 1950 acquired a new title viz. 
"the Agricultural Income Tax Act, 1950." The rates of tax, both under agri
cultural income-tax and supertax, were revised expressing them in decimal 
coinage. In respect of supertax on companies a slab rate ranging from 12 
paise to 37 paise was introduced as against the original flat rate of 2 annas 
per rupee. 

230. In the case of s~-tax, while the rates were converted into decimal 
coinage by means of the Kerala Sales Tax Laws (Amendment) Act IV of 1957, 
the general rate of 3 pies was revised as 2 naya paise. The changes in the 
sales tax law introduced in 1957 were on the basis of the Report of an Expert 
Committee appointed by the Government in 1955* to examine how far the 
recommendations made by the Taxation Enquiry Commission in regard to 
sales tax and agricultural income tax were applicable to· this State and to 
suggest a scheme of taxation suitable to the economic and trade conditions 
that prevailed in the State. The Central Sales Tax Act 1956 (Act 74 of 1956) 
enabled the State Governments to impose on behalf of the Central Govern 
ment a tax on the sale or purchase of goods in the course of inter-State trade 
or commerce. The levy of tax under the Central Sales Tax Act, 1956, began 
from 1st July, 1957. 

231. BytheTravancore-CochinLand Tax (Amendment) Act X of 1957, 
the basic tax system in vogue in the Travancore-Cochin area was extended to 
the Malabar·area from 1st September, 1957, and the rate of tax was raised 
from Re. 1 annas 9 to Rs. 2 per acre for the entire State. Thus, for the first 
time, the entire assessable lands in the Kerala State came under a fiat rate 
of land tax. 

232. With the passing of the Kerala Surcharge on Taxes Act XI of 1957, 
a surcharge on sales-tax at a rate of2!% began to be levied from lst September, 
1957 on turnovers exceeding Rs. 30,000. A surcharge of5% was also imposed 
on agricultural income-tax. By the Travancore-Cochin General Sales tax 
(Amendment) Act XII of 1957 the Travancore-Cochin General Sales Tax 
Act 1125 was renamed as the General Sales Tax Act 1125, which was extended 
to the Malabar area from 1st October, 1957. 

233. From 14th December, 1957, the Government of India, in consulta· 
tion with the State Governments began to levy an additional excise duty on 
mill-made textiles (other than pure silk), sugar and tobacco in replacement of 
the sales tax on these commodities. The States were, however, compensated 

•Government Proceedings No. SR. 1.944:5/55/RD elated 301h November, 1955. 
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for the loss in revenue from sales-tax on these items. The amount of compen
sation is redetermined from time to time by the Finance Commissions: 

234. By the Electricity Duty (Amendment) Act XXXVII of 1958, the 
rates of duty levied on licensees in the Travancore-Cochin and M:Uabar areas 
were unified and fixed as 6 paise per unit of energy sold at a pnce of .more 
than 12 paise per unit. A duty was also imposed on the bulk supphes to 
consumers other than licensees, who were taking supplies at 11 KV or above. 
The amendment came into force from 1st September, 1958. 

235. In order to unify the rates of stamp duty prevalent in the Travancore
Cochin and Malabar areas, theKerala Stamp Act XVII of 1959 was enacted. 
In the same year the different Acts relating to court fees in force in the Tra
vancore-Cochin and the Malabar areas were repealed and the Kerala Court 
Fees and Suits Valuation Act 1959 was passed. The rates of ad valorem fees 
and the fees for other documents were also increased in most cases. 

236. The Agricultural Income Tax Act was amended in 1960 by Act 
XIII of 1960 with the object of affording some relief to agriculturists in the 
lower income groups. By this Act, the minimum taxable limit was raised 
to Rs. 3,600 and provision was made for compounding of the tax payable at 
a lump sum of Rs. 75 in the case of assessees in the slab ofRs. 3,600 to Rs. 5,000. 
The amendment came into force from 1st April, 1960. 

237. In order to levy an additional tax on plantations, the Kerala Plan
tation (Additional Tax) Act 1960 was enacted and given effect to from 1st 
April, I 960. Lands used for growing one or more of the following plants were 
treated as 'plantation', for purposes of assessment under this Act:- · 

(i) Cocoanut trees, 
(ii) Arecanut trees, 

(iii) Rubber plants, 
(iv) Coffee plants, 
(v) Tea plants, 

(vi) Cardamom plants & 
(vii) Pepper vines. 

Every person . holding plantation of more than five acres in area was liable 
to pay plantatton-tax at the rate of Rs. 8 per acre for the whole area except 
for the first two acres. The Act laid down the method for computing the 
area of plantation held by an assessee for the purpose of determining the tax 
payable. 

238. The surcharge levied on sales-tax was enhanced to 5'X with effe t 
from 1st April, 1960. o c 

.239. .BY Act ?C.of 196~ ~eAgricultural Income Tax Act was again amended 
With ~ vtew to gtvtn~ relief m the mattc;r of supertax to assessees coming within 
the htgh~t .slab of mcm;ne, by reducmg the. maximum rate from 37 aise 
to 31 patse m the rupee m the case of compantes and from 41 paise to 34 p · 
in the rupee in the case of individuals, Hindu undivided families et ):.": 
modification took effect from 1st April, 1961. ' c. 
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240. By the General Sales Tax {Amendment) Aet XI of 1961 food grains 
which were hitherto exempted from tax were made taxable at 1% at the point 
of first sale; rice sold through fair price shops, however, continued to enjoy 
the exemption. As a relief to small dealers, provision was made, for the first 
time, for payment of tax at compounded rates in respect of dealers whose 
annual turnover was less than Rs. 25,000. The amendment came into effect 
from 1st April, 1961. 

241. In December, 1960, the Supreme Court held that the Travancore
Cochin Land Tax Act 1955 as amended by Act X of 1957 was ultra vires the 
Constitution. With a view to remedying the defects in the Act, it was replaced 
by the Kerala Land Tax Ordinance, 1961, according to which the lands were 
classified into two groups: (a) lands yielding a gross income ofRs. 10 or more 
per acre per annum, and (b) lands yielding a gross income of less than Rs. I 0 
per acre per annum. Theratesoftaxspecifiedwere: (i) Rs. 2peracreperannum 
for the lands under category (a) above; and (ii) 1/5 of the gross income orpoten• 
tial gross income in the case of lands under category (b) above. The Ordi
nance was later replaced by the Kerala Land Tax Act, 1961. 

242. By the Kerala Additional Land Tax Act 1961 an additional tax on 
!jlnd at the rate of Rs. 2 per acre per annum was imposed on all lands the 
gross income from which was not less than Rs. 20 per acre per annum subject 
to the condition that the total land tax including the new tax should not exceed 
1/5 of the gross produce from the land. Holdings below two acres were 
exempted from the additional tax. Provision was also made to deduct the 
effective acreage brought within the levy of the plantation tax from the 
assessment for the new levy.* 

243. In 1961, the Kerala Buildings Tax Act 1961 was passed in order to 
levy a non-recurring tax on buildings completed on or after 2nd March, 1961. 
The rates specified varied from 10 ps. to 50 ps. per square feet of the total floor 
area of the building. Buildings having a floor area of less than 1000 square 
feet were exempt from the tax. Factory buildings, public buildings and build· 
ings . for religious and charitable institutions were exempted from this tax. 
(The Kerala High Court in November 1964 struck down .the Act on the 
ground that it was~ ultra vires the Constitution). 

244. In 1962, the single point scheme of taxation on sales was made con· 
siderably more broad-based by transferring some commodities from the multi
point to the single-point system. 

*NOTE:-In 1962, the Kerala High Court struck down the Kerala Land Tax 
Act 1961 as unconstitutional; thereby the Additional Land Tax 
Act became ineffective. In l96·i the Kerala Land Tax Act was 
included in the Ninth Schedule to the Constitution of India by the 
Constitution Seventeenth Amendment Act 1964, to make it imnmne 
from attacks in courts of law. Since, however, the Additional 
Land Tax Act 1961 continued to suffer from the imperfections in 
the Land Tax Act, it was repealed by the Kerala Additional Tax 
on Lands (Repeal) Act of 1967. 
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245. On the basis of the Report of the High Level Sales T~ Committee 
(1961), a new Act, vii. the Keraia General Sales Tax.Act XV of 1963, was· 
enacted to rationalise the sales tax system from lst April, 1963. The general· 
rate of sales tax was also enhanced from 2% to 3% (multipoint) and the tax 
on luxury articles was raised from 7% to. 10%. The registration fee was 
enhanced from Rs. 6 to Rs. 10. There was no provision for licensing the 
dealers in the new Act. 

246. The rates of Central sales-tax in the course of inter-State trade or 
commerce were revised from I% to 2% in the case of sales to Government or 
tO registered dealers and in other cases (except 'declared goods') from 7% to 
10%, in 1963-64. 

24 7. The Kerala Electricity Duty Act XXIII of 1963 was passed' repealing 
the Travancore-Cochin Electricity Duty Act IV of 1950 and the Madras 
Electricity Duty Act V of 1939 in its application to the Malabar area. The 
rates of duty were revised in respect of energy consumed for industrial purposes. 
Energy consumed for domestic, commercial and agricultural purposes was also 
brought within the purview of the Act. The rate of duty for licensees. con· 
tinued without change. The new Act came into force form 15th April, 1963.· 

248. The Kerala Additional Tax on Entertainments and Surcharge on 
Show Tax Act XXII of 1963 provided for the levy of an additional tax on enter 
tainments ranging from 5 paise to 20 paise on the payment for admission 
(including the amount of entertainment tax) and a surcharge on show tax at 
the rate of 25%. The Act came into force on 1st May, 1963. This addi· 
tiona! tax on entertainments and the surcharge on show tax were collected 
by local authorities along with the entertainment tax and show tax levied by 
them. The entire proceeds of the additional tax and surcharge were to be 
made over to the Government after deducting 2% towards collection charges. 

249. The Schedule to the Kerala Stamp Act 1959 was amended by the 
Amendment Act XIX of 1963 whereby the rates of stamp duties were generally 
enhanced by 50%. In some cases the increase was to the extent of 66 2/3%. 

250. The Kerala Motor Vehicles Taxation Act XXIV of 1963 unified the 
Madras Motor Vehicles Taxation Act 1931 and the Travancore-Cochin vehicles 
Taxation Act 1950. The rates of tax in respect of all categories of vehicles 
were then considerably increased. 

251. The Kerala Motor Vehicles (Taxation of Passengers & Goods) Act 
XXV of 1963 provided for the levy of a tax on passengers and goods throughout 
the State for the first time. (Prior to this, the Madras Motor Vehicles Taxa• 
tion on Passengers and Goods Act of 1952 was operative in the Malabar area 
and there was no corresponding law in the Travancore-Cochin area). The 
rates specified were (i) ten paise in the rupee on the fares and freights 
payable to the operators of stage carriages and (ii) five paise in the rupee on 
the freights payable to the operators of public carrier vehicles. Provision was 
also made for compounding the tax at specified rates. 

252. The Agricultural Income Tax Act 1950 was amended by Act XII 
of 1964. By this amendment the provision for compounding the income-tax 
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levied. was extended' to tile assessees in the income slab h( Rs. 5000 til 
Rs. 7000, the rates fixed being Rs. 150 for incomes between Rs. 5'000 ~n~ 
Rs. 6000, and Rs. 250 for incomes between Rs. 6000 and Rs~ 7000. · The ·rates 
of inter-State sales tax was raised from 2 to 3 per cent froin lstJuly; 1966.' · · 

.· '253. The table of fees under S~ction 78ofthe Registration Act was revised* 
with effect from 1st January, 1967, in order to bring it in line with that·oftlie 
neighbouring States of Madras and Mysore. 
' 254. In order to raise additio~al resources for .implementhtg the Plan 

schemes, the Government orderec;l the; lifting bf prohibition in the State f):om 
lst May, 1967. t 

255. The Schedule to the Stainp Act was again revised in 196Z and·the 
rates of duty in most cases enhanced by 3!% from 28th August, '1967. The 
table of registration fees was also revised~ in 1967 in respect of certain items 

256. The Kerala Motor Vehicles Taiiation Act 1963 was; athended by Act 
XXIV of 1967. The important changes made were (iY the introduction of a 
surcharge of 75% of the tax leviable in· respect of vehicles owneq by fleet 
owners having more than' I 50 vehicles, and {ii) the enhancement' of the rate of 
tax for vehicles exceeding 10,500 kgs in laden weight.' These changes caine 
into effect from lst July, 1967. 

257. The private carrier vehicles were also brought under the scope of 
taxation on goods, the rate of tax being fixed as two paise per tonne-kilometer 
ofthegoods-videKerala Motor Vehicles (Taxation on Passengers and Goods) 
(Amendment) Act XXV of 1967. Besides, a slab system was introduced for 
the fixation of composition. fee, higher rates being levied on vehicles exceeding 
9500 Kg in registered laden weight .. This provision was not, however, imple
mented having regard to the difficulties experienced by operators of motor 
vehicles. 

258. The sales-tax system was further rationalised by the Kerala General 
Sales Tax (Second Amendment) Act XVI of 1967, when the rate of tax on a 
number of articles included in the "First Schedule" was enhanced from 10% 
to 12% with effect from 1st September, 1967. 

259. The rates of plantation-tax were revised by the Kerala Plantations 
(Additional Tax) Amendment Act XIX of 1967. Every person holding 
plantation of more than 2 hectares in area was made liable to pay tax at the 
rate of Rs. 50 per hectare (about Rs. 20 per acre) except for one hectare. The 
measurement of land was also changed from acre to hectare. The amendment 
came into effect from 1-4-1968. 

260. By the Agricultural Income Tax (Amendment) Act XVIII of 1967, 
the maximum rate of supertax payable by individuals, etc. was enhanced 
from 34 paise to 41 paise in the rupee and in the case of companies from 
31 paise to 37 paise in the rupee. 

* G.O. (P) 687fRev. dated 17th December, 1966. 
t Notification No. 75l9fG3f67fRD dated 28th April, '1967. 
i G.O. (P) 384f67fRev. dated 28th August, 1967. 

41348 
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261. The Kerala Land Tax (Amendment) Act XXII of 1968 provided 
for the exemption from tlie levy of basic and land tax "on any land of a land
holder, if the aggregate extent of land held by him in the State is less thari 
0.810 hectare". 'This amend~ent came into force from lst April; 1968. 

262. This resume on the evolution of the tax system in Kerala indicates 
the susceptibility of the fiscal fabric of the State to the political, economic and 
cultural changes that took place in the course of centuries. With the establish
ment of the British paramountcy in India, the princely States had to yield 
to the pressure of the British Government: After Independence, the autonomy 
of the State in the field of direct taxation·was also circumscr:bed. The changes 
in the structure of the State's economy had also considerably influenced the 
moulding of the tax system. Ifland, the only form of wealth and the mainstay 
of the people, was the primary basis of State taxation in very early times, the 
importance gained by other forms of wealth in the modern era, especially 
after the World Wars, shifted the emphasis to taxation of commodities, incomes 
and profits. Along with the cultural advancement of the people, the State 
tried to abandon, in stages, so many vexatious and personal' taxes, levied 
irrationally. by the Suzerains in the past. At present, indirect taxation,. 
within the permissible limits, forms the bulwark of the edifice of State taxation. 
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APPENDIX IX 

R~port of the Su.:Vey.of Agricultural Holdings 
m Selected Villages 

With a view to assess the. magnitude of evasion of agricultural income-taX, 
a survey of selected agricultural.holdings in a few villages of the State was 
conducted by the staff of the ,Committee. · The following are the .villages 
covered by the survey; the period ofthe survey is alsq noted.against the name 
of each village. · 

.Name of village .Name of District Period of survey 

II. ·Vembayam· Trivandrum <15-5-1968 to 15-6-1968 
2. Vettikavala· Quilon :ll-9-1968 to :27-9-1968 
3. Paravoor Quilon· 11-9-1968 to .22-9-1968 
4. .Chethakkal •Quilon· 11-9-1968 to 25-9-1968 
5. Anickad :Kottayam ~4-6,J968tto · 8-7,}968 
6. Manimala Kottayam 24-6-1968 to •9-7,}968 
7. Mazhuvannur . Ernaktilam 4-J0-1968.to' 23-10-1968 

:8. iUdumbannur :Ernakulam ;4.,10·1968 to.26-10-1968 
9. Pananchery Trichur 20-8-1968 to 31-8-1968. 

10. Pazhanji Trichur 20-8-1968 to 31-8-1968 
ll. Manathala Trichur 20-8-1968 to 31-8-1968· 

Modus operandi 
2. Data regarding the agricultural holdings in each village were firs.t 

gathered from the concerned village office. Based on the discussions with' the 
officials of the .Revenue Department and . the Agricultural Income Tax and 
Sales Tax Department it was decided that·holdings below 2 acres in extent need 
not be surveyed as the net income.from. such holdings would rarely exceed 
the taxable minimum limit of Rs, :3,600 .per. annum. Holdings of two acres 
and above were categorised into three groups as follows:-

. Group I Ten acres and above 
-Group II ·Five acres and above but below ten acres. 
Group III Two acres and above but below five acres . 

. Details of agricultural income-tax assessees in the village, together with 
particulars of holdings in respect of which the assessments had been made 
were collected from the-.:oncerned.Agricultural .Income Tax ..Office. ---A-list 
of holdings in. each of the above area groups, which are not now assessed. to 
tax was then prepared. As the time available for the survey in a village was 
generally two weeks, not all the holdings could be covered by the J~urvey . ..From 
the above list, .a percentage of the holdings which· could be surveyed ·were 
therefore !elected. The plots were selected on the basis of,puq>O$We-,&;Ullpling 
so as to have the maximum coverage of holdings of the first·two•groups. Uhe 
staff-engaged in. the -Survey -next .visited each .1lf .the holdings -Selected~ 
gathered the data necessary to estimate the gross yield and the c:ullivation 



and other expenses. Particulars of the crops raised, the yield potential of ~e 
holdings the number of yielding trees like' coconut, arecanut etc., and theu
average yield were ,collc:cted by inspecting 1f1e plot:: as, well as ~y making oral 
enquiries. These 'detatls were 'tabulated m a suttable •fonn and the gross 
income was calculated on the ·basis ''Of these 'details. Mter allowing for 
reasonable expenses, the net income was arrived at and the tax liability deter· 
mined.' The results of the survey of the holdings inspected were then pro
jected ov'er the other holdings which could not be surveyed for want of time. 
The additional revenue under agricultural income-tax that could be· realised 
fr<im'the village, if there had been no evasion was then estimated; the difference 
between this amount and the actual collections represents the order of evasion.' 

Ptrs1111Ml 'mgaged iri tM sunJf!Y 
3. ·"The survey was done by the Deputy Taltsildar/Assistant Sales ::fax 

Officer /Research· Assistant , attached to the office of the Committee.: More 
than one village was covered simultaneously as the above officials . worked 
independently. • .They were assisted by the Junior Statistical Inspector -and 
Gram Sevak of the N.E.S. Block having jurisdiction over the village, and by 
the Village Officer or Village Assistant of -the concerned village office.· It 
has to be·mentioned that no additional-staff was employed for-this work and 
the only extra expenditure incurred was ·on travelling allowances paid to the 
staff" 

Resulu of lite SU1'119' 
4. The results of the survey are briefly enumerated in the following par!l· 

graphs: 

(i) . Vembqyam 
This is a predominantly agricultural village; the major agricuit~i 

produce are pad~y, pepper, coconut, arecanut, tapioca, . jack fruits. and: 
man~es. Certam ·ar~ .are newly·planted with· rubber. Details of the 
holdings surveyed arc tndtcated in the table below: · · 

~ Totsl, No. alrrl!lf1 . 
NoiiUSlSJtd 

N•. ossmtd Total No. · No. fotllld • No. tk4t 
No. llml9td IUSlSJobk . .' - "' 

' Old '!I (b) D.Jwsrt/ 

(a) (b) (c) ., 
iml of (tz) 
' fd) . 

r. Ten acres and above 37 II 26 18 {7 25 
2. Fk-e acres and above .. but . below ten - IIG 2•' 114 40 ;20 57 
S. Two acres and above 

: but below 1M: acres 364. 964 ss 



.S1lt 

Th!: total tax leviable on the holdings that can be assessed to tax is esti
mated to 'be R.S.-19,600 per ·,annum on ~he -l!<!~iS .of the Citisqng ~ies of tax .. 
(ii) v eltiktwala 

The agricultural produce of this village are paddy, tapioca; ·areeaniit 
cho~o~uut a~~ f)lbbt;r, . The yiel.d is '!Jelow . ay~~~: . Th'l su'O'Vey ~~osed 
t e· -,o owmg posttiOn: . 

Ten~ and above 
Five acres and above but 

Total .. 
·No. of No:bluat!J! 

lwldings t~SSMUd·!" 

33 

below ten acres 99 
Two acres and above 

but !>dow five. acres 421 

Total 
.N~. 

(a) 

29 

98 

421 

NotiU#SStd 

Na. No.fiJIJIUI No.llud 
Sl/~ IISSIIJSiliJk .. -be 

IIIli qf(b) . 'tus..u.d 

(b) (•) 
outqf(a) 

(d) 

29 22 22 

51 ·4 8 

25 .. ,. .. ,;., 
The additional revenue on account of the tax leviable on the boldingli. 

referred to in the last column above is Rs. 4,800 a year at the existing rates. 

(iii) Paravqor, . . . . , 
· ' · This is a co'asta! ~illage having a. Wgli.. aensity ot.pi,puia:tion~ . The hold

ings are small. The 'number of holdings of 2 acres and above but below '5 
acres Is 97, while that of holdings of 10 acres and above is ouly 3. Nine hold
ings fall in the intermediate group. All holdings of five acres and above &!1~ 
fifty per cent of the holdings below five acres but not below 2 acres were sur
veyed. The net income in none of.the cases comes within the-taxablC'Iimit. 

(iv) Chetluzkkal . 
The major crops raised are rubber, pepper, .coconut, an:canut, coffee 

and paddy. The soil is.fertile and th~ yield is good. 

Nala~SU~etl 

Tollll Total No. No.fottntl No. tfttzt 
Calegaty No. No.~ No. stmiiJd «IRIMIMe . ....,,. 

IUitSsed ouJ qf(b) • IU#SUd'• 

(a) (6) , (c) . Dlll~(a) 
4) 

Ten acres and above 49 7 42 42 36 36 
Five acres and above 

143 5. 198 69 45 but below ten acres 90 
Two acres and above 

692 692 30 IS' loUt below five acres 300 



If the holdings shown in the last column ar~ assessed tO tax, an additional 
revenue of R.!>. 94,000 per ~annum can be reabsed. 

(~). Mickad 
Tha main sources of agricultural income are coconut, arecanut, pc;pper, 

tapioca, coffee and rubber. 

Not assessed 

Total No. No • .found No. 1/uzt 
CalegoT)' Total No. No. alruuf1> "No. suroeyed assusable ""'be 

ossessed outof(b) assened 
outof(a) 

(•) (b) (c) (d) 

Ten acres and above 60 22 38 38 19 19 
Five acres and above 

but below ten acres 157 7 150 75 15 30 
Two acres and above 

but below five acres. 642 642 22 

It is estimated that by bringing all assessable holdings within the tax net 
the revenue can be increased by &. 6,200 per annum. ' 

(vi) Ma11imala 

The results ·of the survey are tabulated below: 

Nol assessed 

Total Toto/ No. No. found No.lluzt 
Catego~• No. No. o/ready No. surveyed assessahle can 6e assessed out of(b) assessed 

(a) (b) {c) 
outqf(a) 

(d) 

Ten acres and above 62 26 36 22 19 31 
Five acres and above 

but leso than ten •ere ~134 H 1·20 56 21 45 
Two acres and above 

but less than five acres 464 464 8 

:rhe a<ld!tional evenue from the village by -assessing holdings .that n 
escape-tax wtll·be about -Rs. ~J3,000~pet"·year. ow 



(vii) Mazlmvannur. 
The survey of the holdings showed the following position: 

Notassusld 

Category Total No. N>. Total No. No.fmmd No.lhol 
aS:r1ssed No. surve;otd tusUS4bu -·· llnt!er (b) tus<Utd .. 

old qf (a) 

(a) (b) (c) (d) 

Ten a-cres and above 98 9 89 89 32 32 
Five acres- and ·above 

but below. ten aaes 225 225 26 3 26 

Two acres and above 
but below five acres 1563 1563 

It is estfuiated· that art additional revenue of Rs. 6,200 can be realised 
if the holdings referred to in tlie last column are also assessed to tax. 

(viii~ UdtnnbfJ1111ur 

The main crops raised are rubber, pepper, coconut, arecanut etc. 

Notu.ruted 

CtdegotJ Total No. No. now Tol4l No. No • .found No. thot 
tUlUted No. mrtJIIyld IISsessMU CIJII·bo· 

ouJ of(b) IISIR#II. 
""'"'(«), 

(a) (b) <•> (d) 

Ten-acres and above 58 17 41 21 10 20 

Five acres and above 
.. 

but below ten acres 163 6 157 . 40 .. I+ 55 

Two acres lltld above 
but below five acres 568 7 561 27 

There will be·an increase ofRs.l4-,000per annum in the revenue ifaR 
assessable holdings are brought within the tax net.. 

(ix) Pll1U11I&klry 

laddy. is-tlte main-crop; c~ut, arecanut, tapioca etc., are.also rai&c:d. 
There are rubber plantations too. Besides, banana is cultivated- OIIJ a Iarae 
scale. 



M.f.' 

Not assessed 

Cakgory No. of No. now ToU.l No. No. found No. that 
IUJidings assessed No. suroeyed assessable can be 

outqf(b) assessed 
outqf(a) 

(a) (b) (c) (d) 

Ten acres and above 66 9 57 29 22 43 
Five acres and above 

but below ten acres 126 126 32 14 55 
Two acres and above 

but below five acres 347 347 

Enquiries revealed that there is no scope for assessing holdings of the last· 
group and hence none ·of them were -surveyed. The additional revenue is 
estimated to be Rs, 25,000 a year. 

{x) Pazhanji 
, A~ecanut and paddy are l,he main produce. Cocon!lt, pepper an_d yield

ing trees like ~ango and jack ~upJ)lement th~ income. 

Not assessed 

Cokgory No.qf No. nmo Total No. No.joiJJld No. that 
h9ldi•cs . • as~ _ : ! · N~. ·, , , surveye<! c:ossessable ,, can be 

out of(b) assessed 

(a) (b) (c) 
out of(a) 

(d) 

Ten aCI'cs and above ·2 ... 2 2 2 2. 
Five . aeres and above 

btti ~pow ten acres 39 10 29 29 28 28 
Two acres and above 

but below five acn:s 73 12 61 61 36 36 

An additional revenue of Rs. 14-,000 can be realised by assessing the 
ho:dings shown in the last column. 

(xi) Mtmalhala . 
The results of the survey are given below: i' 

Not assessed 

Category N;.of. .No. iww Tou.l No. No.jound No. thai 
""ldil11s assess•d No. SU11J91d assessable can be 

Olll qf(b), .assessed ,.) (6) ' (c) 
Olll qf (a) 

' ' (d) 
Teo.; ..,m and above 8 g, 5 5 3. 3. 
Five acres and above 

but below ten acm< 88 13 20 20 6 6 
Two acr<:s and above 
' but below five - 29 4 25 25 



The additional tax potential has been estimated to be Rs. 2,200~pcr annum .• 
5. It will be_scen that•villages•of all~types-coastal villages,lvillages in the 

interior_ and villages in the 'hliiy bclt-with widely varying yields and revenue 
potential have been covered by the survey. The estimated additional revenue 
varies from Rs. 2,200 in Manathala to Rs. 94,000 in Chethakkal. In one village, 
'l!iz., Paravoor, there is no scope for additional revenue at all. It can there
fore be assumed that the yield and income of the holdings in the selected 
villages represent the general pattern in the State. The average additional 
tax potential in a village covered by the sutvey works out to Rs. 18,000 a 
year at the existing rates of agricultural income-tax. 
~~ 6. While drawing conclusions from the results of the survey, certain"limi
tations inherent in the mod us operandi adopted and arising from the iitade
quacies of time and personnel have ~o be bronc in mind. Agricultural income
tax is levied on personal incomes, derived from agricultural operations and 
is not a tax levied on lands as such based on their gross or net incomes. It 
may be possible that both the land owner and the cultivator may become liable 
to pay tax in respect of income accruing from the same plot. The survey was 
aimed only at finding out whether the holdings, in respect of which assessments 
have not been made till now, fall within the taxable slabs based on the 
incomes accruing therefrom. This method may not be adequate to unearth 
all cases of evasion. There are also instances where a person has holdings 
in more than one village. It the incomes are aggregated the person may be 
assessable, but on the basis of the incomes from olie village alone the correct 
position cannot be ascertained. Such cases have not been pursued for lack 
of time. Even in regard to the holdings surveyed a wide margin has to be 
allowed for possible inaccuracies and imperfections in the estimations. On. 
an average 8 holdings were surveyed by a team in a day. The staff barring 
a few members, did not have any previous experience or training in the job. 
Obviously in these circumstances the estimates cannot be very accurate. Never
theless it can be stated without fear of contradiction that these limitations do 
not discredit the main conclusions, which are briefly given below: 

(i) There is considerable evasion of tax resulting from under-assess
ment of incomes and lack of a proper and efficient system of field 
inspections. 

(ii) By tightening up the assessment and collection procedures-and 
toning up the administrative machinery the revenue from agri
cultural inome-tax from non-company assessees (individuals, 
Hindu undivided families, etc.) can be easily doubled. 
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APPENDIX X 

A note on the maguitude of evasion of sales-tax in 
· respect of selec:teclcommodities· 

An attempt is made in this note to assess.the magnitude of evasion of sales
tax in the case of certain agricultural commodi?es. that are produce~ or 
martufactured in the State and that figure largely m mter-State .. transactlp~
Thc commodities selected are coi:oanut and its products (copra, coconut oll 
and cake), arecanut and rub~. .The procedure adop~ is as follows:~ 

(i) to find out the production for a few· y_ears; 

(ii) to determine the quantity consum~d either by the produ!=Cf or by 
others without .the goods passing through any taxable stages of trans
actions; 

(iii) to estimate the value of the remai.ning quantity that should normally 
come to the market and compute the tax that could be_levied on 
it; and 

(iv) to compare the possible realisations with actual eollectioris of tax. 

(a) Coconut an4 ·copra 
2. Coconut and copra are articles whicll are declared as goods of special 

importance under the Central Sales Tax Act. The maximum rate of tax 
that could be levied on "declared goods" is 3% single point. The State is, 
however, levying tax on coconut and copra at 2% only at the last purcllase 
point. To prevent cumulation of tax burden it has been provided that 
where a tax has been levied in respect of copra the tax if any levied and 
collected on coconut from whi~ snell copra is produced _will be refunded. 

3. The production of coconut for the years 1963-64 to 1965-66 and the 
monetary value of the produce is given below: 

Production Allitage price per 100 Value 
Jtars (in millions) (Rs. in laklu) 

1963-64 3262 25. 80 (price for year 1963) 8416 
1964-65 3278 24.66 ( do. 1964), 8084 
1965-66 3293 36.05 ( do. 1965) 11871" 

Note:-The above fig;tres have been taken from the Economic Review of 
Ke;aJa. pubhshed by the Burea1;1 of Economics. & Statistics. In 
esumatlnJ the value or production, the price in a representative 
cen~, VJZ.,. Alleppey, IS.' taken. as the price for the whole State; 
agam the pnce for the commod1ty for the calendar year which is 
nearest to the financial year is taken for COlllputing the value~ 
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4. Of the total production some portion is consumed by tho producing 
household_s and therefore does not come to the market. A rough estimate 
of the quantity so consumed can be made on the basis of the consumption 
patterns disclosd by the family budget enquiry of working class in selected 
centres in the State conducted by the Bureau of Economics and Statistics 
for the year 1965-66. · 

:Clenlre 

• Va/114 of Size of the Val!l4 qf 
average fa;tzily average per 

consumption of · capita consum-
COCOTUJis ption (monthly) 

(monthly) 

Rs. Rs. 

1. Trivandrum 6.40 5.20 1.231 
7.'33 5.80 1.264 
5.32 6.24 0.853 

2. Quilon 
3. J>unalur .. 3.72 6.07 0.613 

5.87 6.18 0.950 
2.15 5.60 0.384 

4. Alleppey· 
5. Kottayam · 
6. Munnar · · 
7. Ernakulam 4.73 6.3S 0.747 

-2.63 6.53. 0.403 
2.!78 6.65 0.418 

. ·a.. Chalakudy 
9. Trichur 

2.16 5.44 0.397 
4.99 6.26 0.797 

10. Palghat 
I I. Kozhikode 

1.99 5.08 0.392 
5.70 5.64 1.011 

12. Meppady 
13. Cannanore ·---------------------------

.On taking simple average, the per capita monthly consumption of coconut 
works out to Re. 0. 859* in terms of value and this may be deemed as the 
average for the whole State. Again the average size of-a family is 6.19 
members and the consumption per family in terms of value comes toRs. 5.32 
per mensem. At the rate of 36 paise per coconut, which is the average price 
for the year 1965-66 according to the data available with the Bureau of Eco
nomics and Statistics, the quantity consumed by a family on an average works 
out to 15 coconuts which is by and large a reasonable estimate. 

•The .Board of Revenue to whom the note on evasion was sent for 
comments is of the view that this estimation of domestic consumption 
is not realistic. In support of this view, it is pointed out that the figure 
relatmg to Meppady, i.e., Rs. 1.99 per mensem for a family of 5. 08 
members, would work out to only about 8 coconuts a month for a family. 
But the consumption figure in regard to the other centres is much higher 
·and the low per capita consumption at Meppady is possibly due to non
availability of coconuts in that place (the area being hilly) and the food 
habits of the people. who are mainly workers of tea estates migrated from 
the border i. districts_ of Madras. 
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5. The quantity .of coconut$ .C:ons~ed ~. the. State as.· kernel dur~ng 
1965-66 may DOW be arrived . .at by mwttpiymg the per ca.p1ta CQDSutnpUOD 
with the population of the State for that year as shown below:. · 

Value of coconuts consumed ·=&$. 0.859 x 188.2 lakhs 
by house holds =!U. l61.66lakhs a month .. 

Estimated number of nuts -Rs. 161.66 18khs x 12 
conswned during 1965-66 =Rs.O. 3605 (i.e., price P~.nut) 

· · =5381 1akhs or 538 millions 

Assuming that the consumption pattern of coconu.ts r~c;l. unchanged 
during the three years 1963-66,. the' . total consumption.· 4unng these years 
may be worked out as below:~ · . . · . 

Estimated number of .nuts -5381 X .pop.· 1963-64: :. 
consumed during 1963-64 pop. 1965-66 

=5381 X 179.1 
. 188.2 

Estimated number of nuts 
consumed dtiring 1964-65 

=5121 1akhs or 512 . millions 
=5381 x pop. 191)4.:65 · 

pop. 1965-66 
=5381 X 183.6 

188.2 
=5249 lakhs or~ 525 millions· 

6. If all the coconuts left after domestic consumption come to the market 
for conversion into copra and oil and if sales tax is leviable on that·entire quantity 
the following position would emet'ge:-

Tear 
eo-a Priu Yolul qf 

<oming to per 10.0 -=u 
morAol mllrin rlr< 

(lllilli#M) m-:::f.: 
(Rs. ia Wits) 

(1) (2) (3) (4) 

1963-64, 2750 25.50 7095 

1964-65 2753 24.66 6789~. 

1965-66 2755 86.0.5 9932 

(5) 

141.90 

185.78 

198.64 

Tax P~rcmlage 
adual(1 levid of ..Zur1111 

dMriBg the 6 "' eolumn 5 
r<t.IUUII 

IIJSIIS111111l 

~· 
(6) (7) 

27.45 19.3 

51.77 88.1 
0 

21.7 ,; 4S.oi 
• .N'ola>-Tbe year following the financial year given in Col 1 is taken as the relevant 

assnsmeo.t year. · . . .. · ··.· 

During the period 1st October; 1963 to 3ls~ March,'19ti6, Oil miller's w~e 
ex~pt ~ tax on ~e Jll.!rchase value of copra which was crushed fu. their 
Jllllls according ~ notification G.Q. MS. 781/63/Rev. dated 2Srd Septeumer, 
1963.· But even.m such cases tax would normally have been collected at the 
last purchase pomt 'Of coconuts. Hence the figure in column 5 represents the 
likely order of tax collections under ideal conditions, · 



7. The direct conclusion from the figures given in the above 'Statement 
will.be that taking all the years iogether about 75% of the transactions ·of 
coconut and copra escape tax.· . A reasonable allowance has, however, to 
be made for the following factors:.,-· · 

(i) -coconuts purchased and • co~1imed by templ5 or used as ·9ft"ering 
by devotees do not fall Within the tax net. However, where coconut 
offerings amount to a. sizeaQie quantity, they are li!l:ely ·to come to the 
market . for sale. · 

Oi) · Nuts used, for s~s ~tc., do not attract tax. 
(iii) There~~cas5Where thC.pr~d.ucer extracts~ forms domesiie eon-·. 

mmption from the coconuts produced ·by ·him. · 
.(iv) Purchases of coconut ·or eopra ·J>Y oWD.ers of country chucks, single >Or 

multiple, arc exempted from tax. · . 
·But the quantirle.S involVed in these eases are not considerable enoug'h, 

CXcqJt perhaps in the case of the ~ item, ,to ba~ any impact on the <cal
culations made above regarding the -extent ·!;If ~on. Leaving a very wide 
marmn for these, as well as for any other factors which have not been mentioned 
here, it can be conclll!ied that the evasion is not less than fifty per cent. 
(b) Coionul oil ad oeake ·: · 

8. A -small part ·of the coconut produced is exported outside the State as 
nuts. Again copra is both impor.ted into the State and exported out of it. 
Taking all these factors into account the prciduction of coconut oil and cake is 
estimated as .follOWS!"- · ' 

1963-64 !964.65 1965-66 
Indigenous production ofcoconut com-

ing to the marke't (in millions) 2750 2753 2755· 
Export of nuts to places outside the 

State during the year (in millions) 85 76 119 
Balance or nuts converted as copra .. 

(in millions) 2665' 2677 '26!6 
Copra at the rate of 100 Kg. for 700• 

nuts (in '000 tonnes) ' 381 382 377 
Import or copra into the State (in '000 

tonnes) · • . 88 63 10 
Export o(copra to places outsidq_ the 

State (in ··ooo tonnes) ~ 27 28 45 
Total Copra converted as oll (in· '000 

442 417 tonncs) 342 
·Production of oil at '62.5%•· (in '000 

tol\nes) . ' • · · . · · 276 261 214 
Production of oil ca'ke at *37. 5% (in 

166 '000 tonncs) 156 1211 

~The conversion· rates adopted here are those followed by the Depart
ment-vide .Handbook on Agricultural Income-taz ~d Saic.taz. · 
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9. On the basis of the above production figures t~e tax leviable is worked 
out below and· shown alongside the tax actually levted for purposes of com-
parison. 
Cocmrat Oil 

Co&<>nuloil Priuof . Value qf · Estimated tax Tax aetual/)1 Percentage 
Tear duclio oil per · produainn at multipoint levied during . qf Col. 6 to 

(.£Do eo.::.) tonne (Rs. in /a/rhs) at4% qf the re/eaant Col. 5 
(Rs.) va/ueqf assessment 

production year 
(Rs. in /a/rhs) (Rs. in lakhs) 

. (7) (I) (2) (3) (4) (5) (6) 

1969-64 276 2775 7659 306.36 25.13 8;2 

1964-65 261 2677 6986 279.44 60.51 21.7 

1965-66 214 4116 8808 352.32 74.36 21.1 

Coconut on cake 

Coconut oil Priuof Value of Estimated lax Tax aclua//)1 Percentoge 
T1ar eakl oil cakl production at multipoint /eiJied during qfCol. 6 to 

duclion per tonne (Rs. in /a/W) at4% qf there/evant Col. 5 c.£0o tonnes) (Rs.) va/ueqf assessment 
production year 

(Rs. in /a/W) (Rs. in /a/W) 

(I) (2) (3) (4) (5) (6) (7) 

196S-64 166 512 850 34.00 6.45 19.0 

1964-65 156 523 816 32.64 11.66 35.7 

1965-66 128 695 890 35.60 5.06 14.2 

Noii:-The rate of sales tax is 3 per cent multipoint; in most of the cases the tax may be leviable 
at two points. However, the average incidence of the tax is assumed at 4 per cent. 

From thecalculationsmadeabove it would appear that about 75 to 80% 
of the turnover of coconut oil and oil cake escape taxation. But a reasonable 
allowance has to be made for the coconuts used as seeds, and offerings in temples 
etc. Further the production of oil and cake by country chuck owners whose 
turnover falls below the -~~le limit or by co-operative s?cieties of country 
oil chuck owners or by mdtvtdual producers of coconut will also have to be 
excluded. 

10. Even after allowing a wide margin for all possible contingencies in 
which no sales tax is leviable under the law, it is more or less clear that there is 
tax evasion at least to the extent.ofSO% in the.case of coconut and its products. 
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(c) ke&DIIUl . 
11. In the case of arecariut no data are available to estimate the consump~ 

tion of the commodity by Pte prod.ucing households. It is' assumed that 
15% of the production is consumed by the producing households and the 
remaining quantity comes to . the· market for sale. The position in respect 
of arecanut is set forth in the followin~ table: 

Protfm:IWn Price Value qf • Va!IJ8 qf ~d Tax ael!ullly Permol4gl :u. millions (Rs.) produ&tion inarblab/4' lax al5% imed ·w column 7 
'I{ nuts) ' per 100) (Rs. in· produu sales lax during the to column 6 

lokhs) 85% · · f!hs reilvanl 
(Rs. in ) assusmmt 

' in lokhs) . ,..,. 

(1) (2). (3) (4) (5) (6) (7) (8) 

1963-64 8522 2.49 2122 1804 90.20 81.S9 90.2 
(price for 
1963) 

1964-65 8945 3.14 2809 2388 119.40 72.23 60.5 
(price for 
1964) 

1965-66 9681 3.74 3621 3078 153.90 56.95 31.0 
(price for 
1965) 

.N'ote:-Source:-'An Economic Review of Kerala' by the Bureau of Economics & Statistics. 
The vafue of production is estimated on the same lineo ."" in the case of coconut. 

It is clear that there is now a high order of evasion of sales tax in the case 
of arecanut. 

(c) Rubber 
12. The position regarding rubber is indicated in the statement below: 

Protfm:IWn qf Price Per Va!IJ8 rif Tax estinuJted Tax ael!ullly Peranlog•qf 
r • .,. nno tubber to71114 produ&l al 2% limed during column 6 to 

(tonnts) (&pus) (Rs. in Wrhs) (Rs. in lokhs) the rektxml column 5 assusmml,..,. 
(Rs. in Wrhs) 

(I) (2) (3) (4) (5) (6) (7) 

1963-64 33792 3101 1048 20.96 14.06 67.0 
1964-65 40065 3113 1247 24.94 20.33 81.5 
·1965-66 46953 3456 1623 32.46 38.68* 119.2* 

(* Increase possibly due to arrear assessment.). 

It is assumed that the entire production comes to the market for sale, 
Apart from evasion there is also avoidance of tax on a large scale by the 
producers directly selling rubber outside the State. There is, however, 
progressive improvement in the aesetlSlllent of~. 
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TABLE-I 

State Taxes-Taxflncome Ratio-(In Percentage) All States-Total State Taxes 

States I960-6I I96I-62 I962-63 I963-64 I964-65 
Index qf 
I964-65 

over 
I960-6I 

I. Andhra Pradesh 3.86 3.53 4.24 4.88 N.A. 
2. Assam 3.38 3.45 3.84 3.88 3.84 113.6I 
3. Bihar 3.43 3 .. 70 4.08 3.96 3.62 I05.54 
4. Gujarat 2.99 3.42 4.57 4.70 ~.96 165.89 
5. Kerala 4.36 4.66 4.80 5.25 5.22 119.72 
6. Madhya Pradesh 2.93 2.89 3 .. 08 3.3I 3.3I II2.97 tn -7. Madras 3.52 3.36 4.I3 4.48 4.78 I35.80 ~ 

8. Maharashtra 4.I9 4.20 4.47 4.94 5.05 I20.53 
9. Mysore 3.64 3.87 4.30 4.53 4.34 119.23 

IO. Orissa 1.94 2.45 2.96 N.A. N.A. 
II. Punjab & Haryana 3.29 3.48 3.88 4.27 3.97 I20.67 
I2. Rajasthan 2.84 3.I3 3:58 4.00 3.8I I34. I5 
I3. Uttar Pradesh 3. I9 3.05 3.54 3.45 2.76 86.52 
I4. West Bengal 4.47 4.44 5.01 5.37 5.62 125.73 

Average for all States 3.43 3.55 4.03 4.39 4.27 124.49 

Tax/Income Ratio in percentage=Percentage of State Income received as Tax Revenue, 
N.A. =Not available, 



TABLE-II 

State Taxes-TaxJincome Ratio-(ln Percentage) All States-Direct Taxes 

States 1960-61 1961-62 1962-63 1963-64 1964-65 
Index tif 
1964-65 

over 
1960-61 

I. Andhra Pradesh 1.33 1.05 2.II 1.87 N.A. 
2. Assam 1.67 1.54 1.59 1.77 1.69 101.20 
3. Bihar 1.38 1.45 1.90 1.50 1.25 90.58 
4. Gujarat 0.91 0.95 1.28 1.09 I. 14 125.27 
5. Kerala 1.29 1.26 I. 19 1.07 1.22 94.57 
·6. Madhya Pradesh 1.24 I. 12 I. II I. 10 0.97 78.23 
7. Madras 1.06 0.95 0.97 1.12 1.06 100.00 

:a: Maharashtra 0.95 0.82 0.83 0.81 0:76 . 80.00 "' -·g. Mysore 1.10 1.16 I. 19 1.38 1.20 109.09 00 

"10. Orisssa 0.66 0.81 0.89 N.A. N.A. 
I I. Punjab & Haryana 0.96 1.06 I. 17 I. II 0.88 91.67 
12. Rajasthan 1.29 1.42 1.52 1.29 1.22 94.57 
13. Uttar Pradesh 1.55 1.42 1.55 1.40 0.96 81.94 
14. West Bengal 1.08 1.08. I. 19 1.02 I. 10 101.86 

Average for all States I. 18 I. 15 1.32 1.27 I. 12 94.92 

N.A.-Not available. 
Direct taxes include:-(!) Agricultural Income-tax (2) .Land Revenue&. (3) Stamps & Registration. 



';['ABLE-III 
State Tases-Taxjlncom~ Ratio-:-(ln Percentage) All States-Indirect Taxes 

Index of 
States 1960-61 1961-62 1962-63 1963-64 1964-65 1964-65 

over 
1960-61 

I. Andhra Pradesh 2.53 2.48 2.13 3.01 N.A. 
2. Assam 1.71 1.91 2.25 2.Il 2.15 125.73 
3. Bihar 2.05 2.26 2.18 2.46 2.37 ll5.61 
4. Gtijarat 2.09 2.47 ~.29 3.61 3.82 182.78 
5. Kerala 3.08 3.40 3.62 4.18 4.00 129.87 
6. Madhya Pradesh 1.70 1.76 1.97 2.21 2.34 137.65 
7. Madras 2.47 2.41 3.16 3.36 3.72 150.61 <n 
8. Maharashtra 3.24 3.38 3.64 4.13 4.29 132.41 -9. Mysore 2.54 2. 71 3.II 3.15 3.14 123.62 

10 

IO. Orissa "1.28 1.64 2.07 N.A. N.A. 
I II. Punjab & Haryana 2.34 2.42 2. 71 3.16 3.09 1"32.05 

12. Rajasthan 1.56 1.71 2.06 2.71 2.59 166.03 
13. Uttar Pradesh 1.64 1.63 1.99 2.05 1.80 109.76 
14. West Bengal 3.39 3.36" 3.82 4.35 4.52 133.33 

Average for all States "2.26 2.40 2. 71 3.II 3.15 139.38 

N.A.-Not available. 
Indirect taxes include all State Taxes other than direct taxes. 



TABLE-IV 
State Taxes--Propensity to Tax average and Marginal Propensity to Tax-AU States 

1960-61 1961-62 1962-63 1963-64 1964-65 
States 

A.P. M.P. A.P. M.P. A.P. M.P. A.P. M.P. A.P. M.P. 

I. Andhra Pradesh 0.04 N.A. 0.04 0.04 0.20 0.05 0.12 N.A. N.A. 
2. Assam 0.03 N.A. 0.03 0.04 0.04 0.31 0.04 0.04 0.04 0.04 
3. Bihar 0.03 N.A. 0.04 0.09 0.04 0.10 0.04 0.03 0.04 0.02 
4. Gujarat 0.03 N.A. 0.03 0.09 0.05 2.65 0.05 0.06 0.05 0.07 
5. Kerala 0.04 N.A. 0.05 0.09 0.05 0.08 0.05 0.12 0.05 0.05 
6. Madhya Pradesh 0.03 N.A. 0.03 0.03 0.03 0.32 0.03 0.05 0.03 0.03 
7. Madras 0.04 N.A. 0.03 0.01 0.04 0.26 0.04 0.08 0.05 0.08 
8. Maharashtra 0.04 N.A. 0.04 0.05 0.04 0.07 0.05 0.08 0.04 0.06 
9. Mysore 0.04 N.A. 0.04 0.08 0.04 0.13 0.05 0.06 0.04 0.03 "' I<> 

10. Orissa 0.02 N.A. 0.02 0.17 0.03 N.A. N.A. N.A. N.A. N.A. 0 

11. Punjab & Haryana 0.03 N.A. 0.03 0.07 0.04 '0.10 0.04 0.06 0.04 0.03 
12. Rajasthan 0.03 N.A. 0.03 0.07 0.04 0.25 0.04 0.51 0.04 0.03 
13. Uttar Pradesh 0.03 N.A. 0.03 0.01 0.04 0.16 0.03 0.03 0.03 0.04 
14. West Bengal 0.04 N.A. 0.04 0.04 0.05 0.17 0.05 0.09 0.06 0.08 

Note:- A.P.-Average Propensity to tax=Tax/Inco~e ratio=_~~ 
. Ti-To 

M.P.-Marginal Propensity to tax=Incremental tax/Income ratio= 
Yi-Yo 

Where Ti=Tax receipts of the current year 
To=Tax receipts of the previous year 
Yi=State Income (in current prices) of the current year and 
Yo=State Income (in current price) r;lfthe p~evious year 

N.A.=Not available. · · · 



.. 
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TABLE-V 
State Taxes-Elasticity of Tax effort-All States 

Statts Period Direct Taxes l11direct Taxes Total 

I. Andhra Pradesh I 960-6 I to I 963-64 3.04 I .96 2.32 
2. Assam do. 1.05 1.90 1.49 
3. Bihar do. 0.71 I .48 I. I 7 
4. Gujarat do. 1.92 3.95 3.33 
5. Kerala do. 0.85 1.96 1.63 
6. Madhya Pradesh do. 0.36 2.09 1.38 
7. Madras do. 1.03 2.89 2.33 
8. Maharashtra do. 0.37 2.02 1.63 
9. Mysore do. 1.28 I. 76 1.61 

10. Orissa I 960-61 to I 962-63 18.50 33.00 28.00 
II. Punjab & Haryana 1960-61 to 1964-65 0.79 1.81 !.51 
12. Rajasthan do. 0.79 3.~2 2.32 
13. Uttar Pradesh do. * 1.26 0.65 
14 . West Bengal do. 1.06 2.32 2.00 

.Note :- Elasticity of tax effort Rate of increase in tax receipt if the rate of increase in State Income is 
(Ti-To) Yo Or Ti-To 

unity= 
(Yi-Yo) To To 

Yi-Yo 

Yo 
\\'here Tb Tax receipts in the last year of the period 

To= Tax receipts in the first year of the period 
Yo State Income (in current prices) of the first year of the period and 
Yi=State income (in current prices) of the last year of the period 
*=Increase in tax receipts is negligible. 

"' ..., -



I. 
2. 
3. 
4. 
5. 
6. 
7. 

TABLE-VI 

Kerala State-Elasticity of Tax (State Taxes) and Elasticity of Tax Effort (State Taxes) 

Taxes and Duties 

Land Revenue 
Agricultural Income tax 
Stamps and Registration 
Excise Duty 
Vehicle Tax 
Sales tax 
Other taxes and duties 

Total 

Direct Taxes 

Indirect Taxes 

.Note:-Elasticity of lax: 
fTi-(Ta+To)]Yo 

(Yi-Yo) To 

Period Elasticity of Elasticity of 
tax tax effort 

I 960-6 I to I 964-65 1.01 1.01 

Or 

do. .. * 
do. 1.04 1.66 
do. 1.59 1.59 
do. I. 13 1.37 
do. 0.}4 1.67 
do. 1.62 25.98 

do. 0.87 1.63 

do. 0.63 0.85 

do . 0.98 1.96 

Ti-(Ta+To) 
=Rate of ill crease in tax recei-

To pts (without considering the 
receipts from additional tax 

Yi-Yo measures . taken up during 
the period) if the rate of in-

Yo crease in State Income is 
unity, during the period under study. 

<n .., .., 



Where 

Elastici(Y of tax-iffort;-Rate of increase in tax receipts (inclusive of the receipts from additional 
tax measures taken up during the period) if the rate of increase in State Income is unity during the 
period under study= (Ti-To) Yo Or Ti-To 

(Yi-Yo) To 

Ti=Tax receipts in the last year of the period 
To,;.,Tax receipts in the first year of the period 

To 

Yi-Yo 

Yo. 

Ta=Receipt from additional tax measures taken up during the period (Source :-Statement XI
Additional Taxation-pp. 30 and 31 of "Financial Resources of the State of Kerala" and 
various Budget documents). 

Yodtate Income (in current prices of the first year of the period and 
Yi=State Income (in current prices) of the last year of the period 

•Receipts in 1964-65 are lower (by Rs. 30 lakhs) than the receipts in 1960-61. 



TABLE-VII 

State Taxes-Per Capita Incidence-All States-Land Revenue 

States 1962-63 1963-64 1964-65 1965-66 1966-67 1967-68 1968-69 
R.E. -B.E. 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

I. Andhra Pradesh 4.47 5.36 4.71 3.61 2. 78 I. 73 3.08 
2. Assam 2.59 2.48 3.03 4.08 3.50 4.34 4.21 
3. Bihar 3.22 2.56 2.41 2.35 1.04 0.74 0.97 
4. Gujarat 3.18 2. 72 3.36 3.16 2.65 2.7I 2.9I 
5. Jammu & Kashmir 1.90 1.63 2.0I I. 16 0.99 2.06 2. I6 
6. Kerala 0.64 0.43 1.33 I .41 1.04 1.06 0.89 
7. Madhya Pradesh 2.88 3.10 3.H 1.94 1.49 2.2I 2.3I 
8. Madras 1.28 I. 73 1.54 1.86 1.05 1.3I 0.92 
9. Maharashtra I. 78 1.94 1.69 1.26 1.60 1.98 I. 74 i:S 

10. Mysorc 2.14 3.32 2.79 2.14 1.45 2.38 3.24 ~ 

II. Orissa 1.54 1.62 1.58 1.49 1.27 1.07 0.97 
12. Punjab & Haryana 2.20 2.31 1.85 2. I3 1.24 I .40 1.33 
13. Rajasthan 4.49 3.49 3.97 3.06 2.97 4. I6 4.02 
14. Uttar Pradesh 3.31 3.24 2.56 2.97 2.47 2.61 2.64 
15. West Bengal 2.17 I. 73 2.05 I. 79 1.49 I .40 1.49 

Average for all States 2.52 2.5I 2.53 2.29 1.80 2.08 2.19 



TABLE-VIII 

State Taxes-Per Capita Incidence-AU States Agricultnral Income Tax 

Stales 1962-63 1963-64 1964-65 1965-66 1966-67 1967-68 1968-69 
R.E. B.E. 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

I. Andhra Pradesh 
2. Assam 2.83 3.24 2.98 2. 1.1 1.98 2.17 2.21 
3. Bihar 0.09 0.08 0.04 0.04 0.02 0.07 0.07 
4. Gujarat 
5. Jammu & Kashmir 0.02 0.02 
6. Kerala 1.38 1.21 I.l2 1.21 1.45 1.41 1.38 
7. Madhya Pradesh 
8. Madras 0.34 0.38 0.40 0.34 0.40 0.34 0.41 
9. Maharashtra 0.25 0.06 0.07 0.04 0.07 "" "' 10. Mysore 0.31 0.15 0.39 0.61 0.56 0.62 0.55 "" 11. Orissa 0.06 0.04 0.04 0.04 0.03 0.03 0.03 

12. Punjab & Hat-yana 
13. Rajasthan 0.03 0.02 0.02 0.01 Neg. 0.01 Neg. 
14. Uttar Pradesh 0.04 0.01 0.02 0.04 0.03 0.03 0.05 
15. West Bengal 0.23 0. I 7 0.20 0.28 0.30 0.18 0.20 

Average for all S Ia tes 0.59 0.59 0.55 0.47 0.54 0.45 0.50 



TABLE-IX 

State Tases-Per Capita Incidence-AU States-State fu<cise Duties 

States 1962-63 1963-64 1964-65 1965-66 1966-67 1967-68 1968-69 
R.E. B.E. 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

I. Andhra Pradesh 2.45 3.15 3.24 3.51 3.61 3.81 4.00 
2. Assam 1.73 1.57 1.41 1.61 1.81 1.80 I. 79 
3. Bihar 1.33 1.38 1.38 1.59 I. 74 1.88 1.87 ... Gujarat 0.17 O.j8 o.:w 0.21 0.21 0.23 0.22 
5. Jammu & Kashmir 1.112 1.82 2.12 2.35 3.37 4.30 4.58 
6. Kerala 2.05 2.18 2.48 2.66 3.08 4.68 4.61 

.·7. Madhya Pradc.•h I. 73 1.97 2.27 2.48 2.74 3.46 3.79 
8. Madras 0.11 0.12 0.11 0.14 0.14 0.20 0.21 
9. Maharashtra 0.36 0.41 0. 71 0.74 0.83 0.90 0.96 0> 

10. Mysore 1.20 1.41 1.47 1.55 1.65 1.22 3.94 "" "' II. Orissa 1.00 1.06 1.13 1.15 1.24 1.33 1.34 
12. Punjab & Haryana 2.81 3.39 4.77 6.36 6.04 8.09 8.07 
13. Rajasthan 2.44 2.62 2.87 3.42 3.57 3.52 3.62 
14. Uttar Prlldesh 1.25 1.43 1.59 l. 75 2.12 2. !3 2.31 
15. West Bengal 2.12 2.34 2.76 2.97 3.32 2.73 3.15 

Average fo(all States 1.50 1.67 1.90 2.11 2.36 2.75 2.9,6 



TABLE-X 

State Tu:e-Per Capita lncidenc-AD States- Stamps and Registration 

Stalls 1962-63 1963-64 1964-65 1965-66 1966-67 1967-68 1968-69 
R.E. B.E. 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

1. Andhra Pradesh 1.02 1.21 1.42 1.59 1.62 1.83 1.9~ 
2. Assam 0.53 0.59 0.64 0.62 0.71 0.78 0.78 
3. Bihar 0.82 0.98 0.99 1.12 1.28 1.18 1.28 
4. Gujarat 1.33 1.40 1.51 1.52 1.68 1.77 1.84 
5. Jammu 8t Kashmir 0.66 0.71 0.72 0. 71 0.81 0.82 0.81 
6. Kerala 1.50 1.68 2.06 2.32 2.38 2.65 2.68 
7. Madhya Pradesh 0.64 0.73 0.79 0.89 0.95 1.10 1.17 
a.· Madras 1.95 2.34 2.63 2.75 2.99 3.16 3.33 
9. Maharashtra 1. 76 2.01 2.01 2.05 2.18 2.38 2.40 

"' ·10. Mysore 1.21 1.38 1.43 1.68 1.83 2.15 2.17 "" ll. Orissa 0.61 0.75. 0.79 0.85 0.86 0.89 0.88 
..... 

12. Punjab 8t Haryana 2.63 3.00 3.22 3.22 3.20 3.17 3.31 
13. Rajasthan 0.61 0.74 o. 71 0.76 0.79 0.86 0.89 
14. Uttar Pradesh 0.71 0.81 0.94 0.99 1.08 1.10 1.12 
15. West Bengal 1.61 I. 76 1.98 2.20 2.15 2.23 2.25 

Average for all States 1.17 1.34 1.46 1.55 1.63 1. 74 I. 79 



TABLE-XI 

State Taxes-Per capita iucldence--AU States-Vehicle Tax 

1962-63 1963-64 1964-65 1965-66 1966-67 1967-68 1968-69 
Stale R.E. B.E. 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

I. Andhra Pradesh 0.90 1.81 1.69 2.13 2.08 2.34 2-59 
2. Assam 0.62 0.94 0.99 0.88 0.94 1.13 1.11 
3. Bihar 0.15 0.21 0.32 0.36 0.29 0.46 0.52 
4. Gujarat 2.00 1.46 1.52 1.66 I. 76 2.02 2.13 
5. Jammu & Kashmir 0.36 0.60 0.72 1.35 0.89 1.03 1.12 
6. Kerala I. 73 2.09 2.13 2.21 2.28 2.55 2.74 
7. Madhya Pradesh 0.65 0.66 0.74 0.79 0.79 0.84 0.88 
8. Madras 2.96 3.52 3.65 3.67 4.06 +.38 4.62 '-" 
9. Maharruhtra 1.47 1.54 I. 71 I. 76 2. II 2.35 2.42 "" co 

10. Mysore 2.29 2.89 2.13 2.19 2.29 2.56 2.58 
II. Orissa 0.71 0.81 0.87 0.89 0.95 1.11 1.11 
12. Punjab & Haryana 0.58 0.52 0.5.1 0.64 0.61 0.62 0.62 
13. Rajasthan 0.58 0.71 0. 72 0. 75 0.90 0.99 1.06 
14. Uttar Pradesh 0.49 0.49 0.53 0.54 0.54 0.56 0.57 
15. Wc:st Bengal 0.74 1.31 1.40 1.43 1.43 1.31 1.34 

Average for aU States 1.08 1.30 1.31 1.42 1.46 1.62 1.69 



~ TABLE-XII 

lE State T""es-Per Capita Incidence-All States-Bales T"" 

1962-63 1963-64 1964-65 1965-66 1966-67 1967-68 !968-69 
Stotts R.E. B.E. 

Rs. Rs. R.s. R.s. Rs. R.s. R.s. 

I. Andhra Pradesh 4.16 5.06 5.99 6.29 7.54 8.42 8.56 
2. Assam 8.30 4.~7 5.21 5.94 6.06 7.)8 7.23 
3. Bihar _\!.60 3.42 ~.52 4.J8 5.08 5.68 6. \I 

j·zi:. ·G.Uarat 7.20 8.92 19.98 11.63 14.74 16.36 18.17 
'"5. Jammu & Kashmir ).13 2.06 2.25 2.01 2.84 3.4a 3.89 
6. Keral3 6.87 8.11 8,71 9.72 11.80 12.91 13.56 

. 7_ Madhya Pradesh 2.86 3.69 4.79 5.54 ~.37 7.52 8.52 
' s; Madras ~.20 7.11 9.91 11.30 13.23 15.37 17.19 

9. Maharashtra ~.91 13.08 14.49 15 .. 98 19.30 20.98 2qt "' 10. ;Mysorc f.61 5.43 6,47 1.49 9.91 Hi.61 11.50 ~ 

"' II Orissa ~.05 4.03 4.76 5.i4 5.56 6.55 6.55 
12. ?=jab & Haryana 4.71 6.45 7.87 10.17 9.18 ti.cio 11.53 
13. Rl\iasthan 3.08 4.53 5.24 6.21 6.77 7.91 8.55 
14 .• Uttar Pradesh g.1!; 2.66 2.92 3.37. 4.03. 4.36 ·4.89. 
15. :West Bengal 6.82 8.65 9.66 11.56 12.0'i 12.45 13.45 

' I \ 

• Average for all States 4.6_5· 5.87 6.85 7.77 9.00 10.05 10.88 



TABLE-XIII 

State T__.per Capltalnddea-AU States-Other T- & Duties 

1962-63 1963-64 1964-65 1965-66 1966-67 1967-68 1968-69 
sw. R.E. B.E. 

R&. Rs. R&. R&. R&. Rs. R&. 

-1. Alulhra l'lada&. 0.90 .11.57. 0 .. 51.. 1l.67. 0.8& 0.99- t.Ol· 
2. Allam 0•75 !).?jj 0.86 O • .BS 0.92 . 1.03 Ul8 

~- Bihar 9-69 (1.117 1 •. ~jl 1 .• 49 .q6 1.,54 ~..41 
.... G.gara,t 3-~~ 3 •. !f 9.56 . S • ."/6 _4.~ 4.114 ,5.~ 

~- Jammu & Kashmir P,.lll MQ ~.§2 Q .• r; o.91 LU 1.42 

~- Kerala 1).11 .9·6~ 1.41 :~ .• 9,6 1.'1-2 .1,45 ,1.74 
7_. Madhya~ (!,98 \.41 1.66 ~.~s ~-13 2-" 2·.-52 
8, Madru 1.~~ (.9~ ~.~l ~-90 3.38 3 .. 93 ,4.41 .. ·9. ·MS. 

. •' 
~&a,uhlrl; s..eo 5,2!) ~.8G ?·51 .I) .• Of ~-93 ... 

1~; '2.16 
0 

Mysore J,47 l.~G 2.03 2.17 . ~-51 2.,52 
Jl' •. ~ (!.41 Q,67 Q.ll9 1!-f/7 (l.l)i ).55 J-72 
'2:· J,'wllaf! & HariyaD& 

~··~ 
.... 71) M8 5.'U t·911 4.97 ~-00 

1~. ~'lias~ q.~ (.~ 1.1~ L~l 1.57 1.65 2.9$ 
14. Uttarl'radah •• 31 . 1.3~ l.S6 2.Qll 2.1-t . 1.93 ~-P3 ,. 

·' IS: Wes!Ben&al :p~ ~.~2 ~.~9 ~.76 'U2 lj.!JI? +.J1 .. 
A_.ge for all St•tu ~·~ ~.QS 3·Q9 2-llll 2 .lili 2•79 S.D3 



TABLE-XIV 

State Taxes-Per Capita Incidence-All States-All State Taxes and Duties 

1962-63 1963-64 1964-65 1965-66 1966-67 1967-68 1968-69 
State R.E. B.E. 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

I. Andhra Pradesh 13.90 17.16 17.!:6 17.80 18.52 19.12 21.24 
(Index) (100) (123) (126) (128) (133) (137) (153) 

2. Assam 12.41 13.85 15.12 16.07 15.93 18.43 18.43 
(Index) (100) (112) (122) (129) (128) (148) (148) 

3. Bihar 8.90 9.50 9.99 11.04 10.62 11.56 12.23 
(Index) (100) (107) (112) (124) (119) (130) (137) 

4. Guj~'rat 16.12 17.82 21.13 21.94 25.46 27.93 30.70 
(Index) (100) (Ill) (131) (136) (158) (173) (190) 

5. Janmlu & Kashmil' 6.06 7.42 8.44 8.35 9.82 12.78 14.02 U> 
(Index) (100) (122) (139) (138) (162) (211) (231) ... -

6. Kerala 14.28 16.32 19.24 20.49 23.43 26.71 27.61 
(Index) (100) (114) (135) J143). (1641 HBJJ. (193). 

-- --
7. Madhya Pradesh 9.74 11.56, 16r36. 13:59 14:48· 17,4&- 19Cl81' 

. (Index) (100), (1,19), (168), (1110); (l~)i (P9)l (197)! 

8. Madras 15.16 17.72 20.55 22.96 25-25 28,69. 31·.09. 
(Index)· (100)1 ( I,J•7)' (136)' (151). (lOOJ: (189), (205), 

19:oa 
. ' .. 1 . 

9 ~laharashtra 23.91 26.15 :n. 71 33.61 36.67 40:05. 
(lnde.") (100)• (125) (137),' (IIJ6) (l?t;); (\92) (210)! 

w: 1\tysorc ' 13.23' •' 16·. 71 15.94 17.82 19.87 23,04 26.;50. 
(Index) (100) (120} (126{ (ISS)· (150}' (174) (200t 

' ' 
u'. O:rrisSa 7.38 8.98 10.06 10.23 10.72 12.53 12.60-

(Index)- (100): (122). (136). -11~9}: . (i4p}-:- (170) (17,1)· 
' 

12. Punjab & Haryana 16.69 20.45 22.94 27.93 25.87 29)24-' 2~:9i, 
(Index) (.100)! (127) (143) (·!¥~) (16'1)L (182): - (ttlG).: 



1962-63 1963-64 1964-65 1965-66 1966-67 1967-68 1968-69 
S/41es R.E. B.E. 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

13. Raja!than 12.08 13.20 14.65 15.52 16.59 19.10 20.18 
(Index) (100) (109) (121) (128) (1~7) (158) (167) 

H. Uttar Pradesh 9.26 9.98 10.12 II. 74 12.40 12.73 13.61 
(Index) (100) (108) (109) (127) (134) (137) (147) 

IS, West Bengal 16.81 19.28 21.64 23.98 24.58 24.26 26.07 
(Index) (100) (115) (129) (143) (146) (144-) (155) 

Average for all States 12.70 14.87 16.71 17.81 19.15 21.35 22.89 
(100) (117) (132) EJ40) (151) (168) (180) 

"' "" N 



TABLE-XV 
State Taz.,...._p.,.. Capita Incidence-AD States-Direct Tazes 

1962-63 1963-64 1964-65 1965-66 1966-67 1967-68 1968-69 
Stale (R.E.) (B.E.) 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

Andhra Pradesh 5.49 6.58 6.13 5.20 4.40 3.56 5.07 

2. Assam 
(Index) (100) 

5.95 
(120) 
6.31 

(112~ 
6.6 

(95) 
6.82 

(80~ 
6.1 

(65) 
7.29 

(92) 
7.20 

3. Bihar 
(Index) (100~ 

4.1 
(106) 
3.61 

(112) 
3.45 

(115) 
3.51 

(104) 
2.34 

(123) 
1.99 

(121~ 
2.3 

(Index) (100) (87) (84~ (85) (57) J~ (56) 
4. Gujarat 4.51 4.13 4.8 4.68 4.33 4.75 

(Index) (100~ (92) (108) (104) (96) (996 (105) 
5. Jammu & Kashmir 2.5 2.34 2.73 1.87 1.80 2.9 2.99 

(Index) (100~ (91~ (107) (73) (70) (113) (117) 
6. Kerala 3.5 3.3 4.51 4.94 4.87 5.12 4.95 

(IndexJ (100) (94~ (128) (140) (138) (145) (141) tn ... 7. Madhya Pra esh 3.52 3.8 3.90 2.83 2.44 3.31 3.48 ... 
(Index) (100) (109) (Ill) (80) (69) (94) (99) 

8. Madras 3.57 4.45 4.57 4.95 4.44 4.81 4.66 

9. 
(Index) 

Maharasthra 
(100) 
3.54 

(125) 
3.95 

(128) 
3.95 

(139) 
3.37 

(124) 
3.85 

(135) 
4.40 

(131) 
4.21 

(Index) (100) (112) (112) (95) (109) (124) (119) 
10. Mysorc 3.66 4.84 4.62 4.43 3.84 5.15 5 96 

11. 
(Index) (100) (132) (126) (121) (105) (141) (Hla) 

Orissa 2.21 2.41 2.41 2.37 2.16 1.99 1.88 
(Index) (100~ (109) (109) (107) (98) (90) (85) 

12. ~ab & Haryana 4.8 5.31 5.07 5.36 4.44 4.57 4.64 

13. 
(Index) (100~ (110) (105) (Ill~ (92) (95) (96) 

RIVas than 5.1 4.26 4.70 3.8 3.76 5.03 4.91 

14 •. 
(Index) (100) (83) (92) (75) (73),. (98) (96) 

Uttar Pradesh 4.06 4.06 3.52 3.99 3.58 3.74 3.81 

15. 
(Index) (100) (100) (87) (98) (88) (92) (94) 

West Bengal 4.01 3.66 4.23 4.26 3.94 3.81 3.94 
(Index) (100) (92) (106) (107) (98) (95) (98) 

Average for all States 4.05 4.20 4.35 4.16 3.76 4.14 4.32 
(Index) (100) (104) (108) (103) (93) (102) (107) 



TABLE-XVI 

State Taxes-Per Capita Jncideuc:--All States-Indirect Taxes 

1962-63 1963-64 1964-65 1965-66 1966-67 1967-68 1968-69 
Stale (R. E.) (B.E.) 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

I. Andbra Pradesh 8.41 10.58 11.43 12.60 14.12 15.56 16.17 
(lndex) (100) (126) (134) 

2. AMl•m· 6.46 7.54 8.47 
(150) (168) (185) (192) 
9.25 9.74 11.14 11.23 

(Index) (100) (117) ( 131) (143) (151) (172) (!H) 
~. Bil•nr 4.77 5.89 6.54 7.53 8.28 9.57 9.91 

(Index) (100) (124) (137) (158) (174) (201) (208) 
4. Gujarat I 1.61 13.69 16.26 17.26 21.13 23.45 25.95 

(Index) (100) (118) (140) (149) (182) (202) (224) 
5. Jmnmu &. Kashmir 3.50 5.08 5.71 6.48 8.02 9.88 11.03 

(Index) (IOOJ (145) (163) (185~ (229) (282) (315) 
6. Kcrnla 10.7 13.00 14.73 15.5 18.59 21.59 22.66 

(lndexJ (1001 (1211 (137) (145) (173) (201.) (211) "" 7. Madhya I'm esb 6.2 7.7 9.46 10.76 12.04 14.17 15.70 ..... 
(Index) oooa (124~ (152) (173l (194) (228) (252~ "'"' 8. Mudras 11.5 13.2 15.98 18.0 20.81 23.~ 26.4 
(Index) (100) (115) (138) (155) (180) (206t (228) 

~- Mnharasbtra 15.54 19.96 22.20 24.34 29.76 32'.2 35.84 
(Index) (100) (128J (143) (157) (19~ (208). (231) 

10. My&Ore 9.57 II. I 12.09 13.39 16.0 17.89' 20.54 
(Inclex) (100) (116) (126), (140) (168) (187). (215~ 

It; Ol'i.ssa 5.17 6.57 7.65 7.86 8.56 10,..$4 10.7 
(Index) (IOOJ (127) (148) (152~ 

(166i 
(204) (201)· 

12. Punjab &. Hariyana 11.2 15.14 17.87 22.57· 21.4 . 24';.67- 25.28· 
(lndel<) (100) (135) (159) (201} (19o (219). (225) 

13. R;tjasthan . 6.95 8.941 9.95 11.69' 12.8 . 14'.07 15.21' 
~Index) (lOOJ . (129). (143) (168) - (I&~· (~ (22~ 

H. U ttnr radcsh &.2 ~.92 6.60 7'.75 8:.8 8. 9.!1 

15. 
(Index) (1006 (114) (127) (149) (170) (t73) (f88) 

West Bengal 12.B. 15-.62· 17.41· 18·.72• 20.64 . 20.45' 22.13' 
(Index) (I.Oo.). (122). (136) (154) {161}. (-160) (113} . 

A\'crage for all States ?to~~-.. 10.67 . 12..16. 13.65 .. 15.39 17.21 18.58 
(Index) (123)' (1'40)' . '(158j •' (178) (199) (215) 



TABLE-XVII 
State T.....;,..._Per Capita luc:ldence-Raral and Urbaa -1962-63 (AccoDDts)-AU Sta-

Di,.., Taxes lndirt<l :r ..... Totiil T axu Urban/Rural 
Sl4les Rmw 

Rural UrbiJII Rural · Urban Rural Urh1111 (1961 Cen.rur) 
Its.. Rs. Rs. . Rs • Rs. Rs. 

1. Andhra Pradesh 5.64 4.78 4.06• 29.56 9,70 34.34 17:83 
2. ~m 6.04. 5.2() ' 2.7!) 48.20. 6;.83 .5a.40 8:92 

1 
3. Bihar 3.79 8.29 2.'09 35.89 5.88_ 44.18 8:92. 
4. Gujarat 4.6~ 4.18 5.39 29.65 10.05 ~.78 26:74 
5. Jammu & Kashmir 2.47 3.17 2.00 11 .• 11. 4,.47 14.34 .l7:8a 
(;. Kcrala, 2.74 8.03 4.19, 48.01 6.93 56.04 15:85 
7. Madhya Pradesh 3.51 3.62 3.02 25.87 6.53 29.49 14:86 
8. Madras 2.75 5.78 5.07 29;27 '7..82 35.05 27:73 or 
9. Mabarashtra 2.n 4.99 7.77 35.45 1Q.74 40.44 28:72 w. 

COD 
IQ< Mysore 3o45 4.43· 4.59 27.47 8.04 lll,90 22:78 
lU Orissa 1.85. 8.00 ~.98 54.55 3.83 62.5$ 6:94 
1~. Puf\iab & Haryana 3;41· 10.62 6.34! 31.17 9.75 41.79 29:80 
13.- Rl\iasthau 5.53 3.09 3.52 25.33 9.05 28.42 16:84 
14: Uttar Pradesh 4.01 4.38 2.64. 22.35 6.65 26.73 13:87 
15,· WestBenpl 8.58. 5.36 6.84 31'.66 10.42 37.02 24:76 

All States Average 3.76 5.59 4.15 32.37 7.91 37.96 

Notr;-,ljec Table XVIII. 
Though based on this data, it can generally be said that the agricultural sector is undertaxed, some limitations have to 
be borne in mind. The. incomc:.rccciven or the agriculiUI'al sector bave not been stratified into slabs or classes for pur-
poses of analysil. It is obvious that those who command higher incomes in the sector have greater ability to pay and 
therefore can bear. a hlghcr burdeD. or laxation. 



TABLE-XVIII 

State T..,._per Capita Incidence-Rural and Urban -1967-68 (Budget Estimate)-All States 

Diml Ta.w Indiml T a.w Total Ta.w 
Statu 

&ral Urban &ral Urban Rural Urban 

Rs. Rs. Rs. Rs. Rs. Rs. 

I. Andhra Pradesh 0.41 7.67 6.76 54.43 7.17 62.10 
2. Assam 7.64 8.18 4.33 96.18 11.97 104.36 
3. Bihar 2.75 11.17 3.68 61.81 6.43 72.98 
4. Gujarat 4.31 5.41 10.55 59.92 14.86 65.33 
5. Jammu & Kashmir 2.66 3.38 5.91 32.92 8.57 36.30 
6. Kcrala• 3.54 14.15 9.11 92.29 12.65 106.44 
7. Madhya Pradesh 2.43 5.88 6.28 57.41 8. 71 63.29 
8. Madras 2.99 8.99 10.33 56.76 13.32 65.75 
9, Maharashtra 3.01 6.89 16.57 75.11 19.58 81.50 

10. Mysore 4.94 6.95 7.67 50.21 12.61 57.16 
II. Orissa 1.20 10.86 4.03 106.95 5.23 117.81 
12. Punjab & Haryaua 2.59 12.52 12.11 59.84 14.70 72.86 
13. Rajasthan . 4.47 3.92 7.15 54.53 11.62 58.45 
14. Uttar Pradesh 8.36 6 . .15 4.30 39.17 7.66 45.32 
15. West Bengal 2.93 7.16 10.53 56,96 13.46 64.12 

AU States average 3.07 7.~2 7.62 58.99 10.69 66.51 

Noll:-.lncidence of taxes on RW'al and Urban popubtion are worked out based on the foUowing distribution : . 

I. 
2. 
3. 
4. 
5. 
6. 
7. 

Land Revenue 
Agricultural .Income Tax 
Stamps & Registration 
Excise duty 
Vehicles Tax 
Sales Tax 
O!ber taxes and duties 

*1967-68-Revised Estimate. 

&ral (%) Urban (%) 
100 
100 
20 
60 
35 
24 
65 

80 
40 
65 
76 
35 

Urban/&ral 
Popullllwn 

&tio 
(1961 Cm.nu) 

17:83 
8:92 

.8:92 
26:74 
17:83 
15:85 
14:86 
27:73 
28:72 
22:78 
6:94 

20:80 
16:84 
13:87 
24:76 

c.n 
"" a> 



... TABLE-XIX . 
o; State Tazes-Average Tax Incidence In the Agricultural and Non-Agricultural Sectors (Kerala) ... 
00 

Agri<ultural Non-agriroltural 

Tax Revenue 
Agricultural 

lncolll4 Incidmu Tax &venw 
Non-agricul-

tural Income Incidence 
(Stale liiCOill4) (Stale liiCIJme) 

(Rs. lakhr) 
at current prias 

(Rs. lokhs) (Rs. lakhs) (Rs. lakhs) 

1959-60 
Direct Taxes 363.6 22093.5 0.016 138.4 21041.3 0.007 
Indirect Tax.,. 404.3 0.018 796.7 0.038 

Total 767.9 0.034 935.1 0.045 
(3.4%) (4.5%) 

"' <.» 
1962-63 .... 

Direct Taxes 406.6 25981.9 0.016 210.4 26018.4 0.008 
Indirect Ta.~cs 621.5 0.024 1258.5 0.048 

Total 1028.1 0.040 1468.9 0.056 
(4.0%) (5.6%) 

1964-65 
Direct Tnx.,. 525.4 37216.2 0.014 301.6 30409.8 0.010 
Indirect Taxes 962.7 0.026 1742.3 0.057 

Total 1488.1 0.040 2043.9 0.067 
(4.0%) (6.7%) 

Ratio 

1959-60 
Agricultural Sector 

0.034 
Non-agricultural Su:tar 

0.045 
1962-63 0.040 0.056 
1964-65 0.040 0.067 
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TABLE-XX 

Kerala-Relative per eapita. tax burden (State T""es) and per capita income 
of the Rural and UrbaD People 

:r .... 
P<r Capila rural leur/ 
urban tax ratio* 

Per eapila rural incoTTIII/ 
urban income rt.llio * * 

1957-58 5.88 5.45 
1960-61 7.23 5.29 
1964-65 7.94 4.72 

• Per capita tax burden on urban people where the per capita tax burden on rural 
people is one. 

** Per capita income of urban people where the per capita income of the rural people 
is one. 

Rural and urban population arc estin>ated on the ratio (85 : 15) according to the 
1961 Census. 

Income contributed by the "Agricultural Sector" alone is taken es '4RurallncomC,. 
In fact a portion of the income contributed by other sectors like "Mining and 
Indwtric:s", ucommerce, Tra~rt and Communication., and "Servicei" 
too: come Wldcr "Rural Income' . But paucity of reliable data makes it diffi
cult to strictly compartmcntalise the income contributed by these sectors into 
"Rural" and "Urban". Hence the "Rural Income" estimated for the purpose 
of the above statement is to a cettain extent, an under estimate. 



TABLE-XXI 
Kexala-Treads in State Taxes aDd Dutia 

(Rs. in laklrs) 

1957-58 1961-62 1965-66 1966-67 1967-68 1968-6~ 
Accounts Jl<counls A...wlls 

""""""'"' 
Rmsed BuJg<l 
Esliml114 Estimak 

(I) (2) (3) (4) (5) (6) (7) 

I. Land Revenue 121 !58 265 200 210 180 
Percentage to total 9.10 6.86 6.87 4.42 3.97 3.21 

2. Taxes on Agricultural Income 183 246 228 280 280 280 
Percentage to total 13.77 10,68 5.91 6.18 5.30 5.00 

s. State Excise Duties 216 327 501 595 926 935 
Percentage to total 16.26 14.20 12.99 13.14 17.51 16.70 

4. Stamp Duty 113 172 374 390 435 453 
Percentage to total 8.50 7.47 9.70 8.61 8.23 8.09 u. 

5. Registration Fees 35 48 63 70 90 91 t8 
Percentage to total 2.63 2.08 1.63 1.55 I. 70 1.63 

6. Taxes on Vehicles 154 268 415 440 504 555 
Percentage to total 11.59 11.64 10.76 9.72 9.53 9.91 

7. Sales Tax 492 1056 1830 2278 2555 2751 
Percentage to total 37.02 45.85 47.46 50.31 48.33 49.13 

8. Other Taxes and Duties 15 28 180 275 287 954 
Perccnt.1.gc to total 1.13 1.22 4.68 6.07 5.43 6.33 

9. Total 1329 2303 3856 4528 5287 5599 

Index 100 173 290 341 397 421 



TABLE-XXII 
Kerala-Trencls iu Non•Tu: Rev-ue (Rs. in Wdu) 

1957-58 1961-62 1965-66 1966-67 1967-68 1968-69 
A «Dun Is Aceounts .i!aounts Auounl.t Rnised Brulgd 

Eslinulu Eslinull• 
(I) (2) (3) (4) (5) (6) (7) 

Rc:cc:ipla iiom major items of Non-Tax Revenue: 
A. I. Forest 292 392 570 666 650 714 

2. Irrigation Works 5 23 27 43 40 40 
s. Civil Works 34 49 30 47 47 48 
4. Road and Water-Transport Schemes 201 367 
5. Djvidends etc., rrom Commercial and 

other undertakings 17 40 23 21 22 25 
Total-A 549 871 650 777 759 827 

B. Others: 
I. Debt Services (Interest) 102 161 274 240 594 664 
2. Adminiatrati\'C Services• 22 51 91 98 lOS 103 
3. Social and Developmental Services** 283 428 537 704 715 615 
4. Mi.scellaneousf 16 100 163 183 141 175 

Total-B 423 740 1065 1225 1553 1557 

c. Grants-in-aid (including Mi.scellaneous 
Adjustments): 

182 251 2086 2086 I . Statutory gran~in-aid 632 2090 
2. Other grants-in-aid (including 

1306 1366 Miscellaneous acljustments)t 240 501 847 786 
Totai-C 422 752 1479 2876 3392 3452 

D. Total Non· Tax Revenue (A+ B +C) 1394 2363 3194 4878 5704 5836 
Index of A 100 159 118 142 138 151 
Index ofB 100 175 252 290 367 368 
Index ofC 100 178 350 682 804 818 
IndexofD 100 170 229 350 409 419 

Nl/4:- • Consists of Administration of Justice, Jails, Pollee and Miscellaueous Departments. . 
•• Includes Education, Medical, Public Health, Agriculture, Rural Development, Animal Husbandry, Co-operation, 

Industries, Community Development, N. E. S.!etc., and Miscellaneous Social & Devcl'i!::ental Organisations. 
t Includes Ports &. Pilotage, Famine Relief, contribution & recoveries towards pensions ete., tationery & Printing, 

Miscellaneous and Extraordinary l'eceipts. · _ 
t Includes share in Taxes on Railway Passenger Fares or Grant in lieu thereof. 



(i) 
(ii) 

(iii) 
(iv) 
(v) 

(vi) 

541 

TABLE-XXIII 

Kerala-Additional Tax Efforts-! Plan (1951-'56) 

kleasure 

Larger receipts from forests as compared to 1950-51 level 
Larger receipts from agricultural income-tax as compared to 

1950-51 level 
Larger receipts from mining as compared'to 1950-51 level 
Avoidance of loss under excise revenue anticipated earlier 
Licence fee on sale of tobacco 
Yield from other miscelJaneous measures 

• Relates to the erstwhile Travancore-Cochin State. 
** Details of year-wise yield arc not available. 

Tield 1951-56• 
(R.r. lokks) 

130 

270 
80 
30 
70 

20 

600•• 



TABLE-XXIV 

lll:erala-AddldOIUll T.,. Efl'orts-D Plall (1956-61) 
(R.r.lakks) 

Yield doting Total 
Measur1 1956-61 

1956-57 1957-58 1958-59 1959-60 1960-61 

(I) (2) (3) (4-) (5) (6) (7) 

L Measure• Wldenakea In 1956-57 
D. Meuan• aad-"ea Ia 1957-58 

A. TAXES AND DimES. 

J. Extension of the T. C. Agricultural Income Tu Act 
to Malabar area 16 16 16 18 66 

2. Change in the rate of ~ales-tax 85 14-6, 206 250 687 
3. Introduction of surcharge on Agricultural Income-tax 

;t and Supertax 3 6 13 12 34 ... Introduction of surcharge on sates~tax 14 II 14 20 59 
5. Enhancement of the rate of supertax on Agricultural 

Income 15 20 . 21 22 78 
6. Enhancement and unification of the ratea of motor 

vehicles tax 20 43 4-6 50 .159 

7. Revision of tl1e rate of basic Jand tax and the 
cxt.msion or the 5ystem to Malabar area 
(loss of revenue) (-)30 (-)14- (-)16 (-)11 (-)71 

B. NoN TAX ITEMS ... 
Total ofll 123 228 300 361 1012 

m· Measures Wldenakea In 1958-59. 
A. T AXEl AND DUTIES. 

J. Enhancement of the rates of electricity duty 2 8 9 19 
2. Enhancement of the rate of sales tax on die<el oil I§ 40 47 106 



B. NoN-TAX ITIUIJ ... 
I. Enhancement of bus fares 15 16 18 49 

Total of III 36 64 74 174 

IV. MeasUHa wulertakea in 1959-60 
A. TAXIIB AND Dll'I'IBII 

I. Enhancement and unification of the rates of 
stam11 duty in the T. C. and Malabar areas 6 15 21 

B. NoN.TAX Inws 

Total of IV 6 15 21 

v. Meuana Wldertakea In 1960-61 
A. T AXIIB AND DtJTtES 

I. Introduction of Plantation tax 5 5 
B. NoN-TAo'< InNS it 

Total ofV 5 5 

Total or I to V 123 264 370 455 1212 



TABLE-XXV 
Kerala-Addldoaal Tu m-m PlaD (1961-66) 

(Rs. ltUrhs) 

M..,..,. 
1'i4/d during TolD/ 

1961-62 1962-63 1963-64 1964-65 1965-66 1961-66 

(J) (2) (3) (4) (5) (6) (7) 

L Measures andertaken Ill 1961-62 
A. T AXEl AND DtmBS 

I. Additional land lax 

2. Levy of sales tax on food grains and enhancement 
of sales rax on foreign liquor 73 77 82 66 20° 318 

3. Tax on buildinp 4 14 II I 30 

B. NoN-TAX ITEIII 
I • I ncreaoe in transport fares 40 40 40 40 40 200 

.., 
:t: 

Total of I liS 122 186 117 61 549 

, lL · Maaures andenaken Ill 1962-68 
A. TAXBS AND DuTms 

J. Rationalioation of the rates of sales tax 50 54 l 57 60 221 

B. NoN-TAX ,....,.. .... .... 
Total of II 50 54 57 60 221 

DL Measures uadeS'taken In 1963-IK 
. A. -TAXES ANO DuTms 

I. Enhancement of &lamp duty 60 61 62 189 
2. Brodening the base of the levy of electricity duty and 

increasing the rate 65 54 120 

• Fall due to channelling of trade in food grains through fair price shops • 



(Rs. W<hs) 

... Measure ruld dJsring Tolal 

1 1961-66 
1961-62 1962-63 1963-64 1964-65 1965-66 

(I) (2) (3) (4) (5) (6) (7) 

a. Levy of additional tax on entertainments and 
IW'Cbargc on show tax .. 12 25 34 n 

4. Revision of the rate of sales tax on selected 
commodities from 7% to 10% 20 21 22 63 

5. Revision of the rate of general sales-tax 
(multi point) from 2% to 3% !50 !58 170 478 

6. Revision of the rate of Central Sales tax 80 84 88 252 
7. Revision of the rates of tax on motor vebicles and the 

introduction of a tax on passengers and goods 90 160 168 418 

B. NON-TAX ITEMS u. 

I. Enhancement of bus fare 30 40 40 110 
~ 

2. Enhancement of college fees 5 5 .6 16 
s. Revision of Electricity tariff* 30 40 40 110 

Total of Ill 478 659 684. 1821 

IV, Measures undertaken In 1964-65. .. 
v. Measures undertaken In 1965-66 

A. TAXES AND DunES 

B. NoN-TAX ITEMs 
I. Revision of electricity tariff* 30 30 

Total ofV 30 . 30 

Grand total of I to V liS 172 • 668 833 835 2621 

• The receipt from this source goes to the Kerala State Electricity Board • 
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TABLE-XXVI 

Kerala-Additi!IIUII T~ Efl:orts -ADnual l'Xans~(1966-69) 

· Me~re iu/4 in !ll66-67 

I. l.';lejulw:es undertaken m !966-67 
A. TAXES AND DUTIES 

1. .Cancellation of exemption from sales-tax on the e.'Ccise duty 

(Jls. in lakhs) 

in the determination o( taJa.<ble turn-9ver* 40 
2. Raising the rates of Qentral sales-tax from 2% to 3% 40 
3. Enhancement of tlle I'l\tes of registration fees 5 

B. NoN~T AX ITEMs 

Total of I 

II. ilf,eas'Fes undertaken m .967-68 

I. TA><ES AND DUTIES 
I. Rationalisation of sales-tax including revision of rates of tax 

on declared goO<Is 
2. Revision of the ra1es o( Motor Vehicles Tax and tax on goods 

and passengers 
(a) Surcharge on Beet o;..,ers 
(b) Additional tall on soods vehicles 
(c) Rev;,ion ofrales o{tax on passengers and goods 

3. Enhancement of stamp duty 
4. Lifting of prohibition 

B. NoN-TAX ITI!MS 
I. State lotteries 

Total ofll 

III. Measures undertaken m 1968-69. 

A. TA»ES AND DtmES. 
I, Enhancement of supertax payable by individuals and 

companiQ!I on their agricultural income 
2. Enhancement of the rate of plantatiof!. tax 
3. Exemption from basic land tax granted for holdings of 0.81 

hect:u:c; apd below (loss in revenue) 
ll. NoN-TAX Im ... 

I. General Insurance scheme 

2. Introduction of a surcharge on electricity tariff** 

Total of III 

• Introduced towards the close of the year 1965-66. 

85 

ruld in 1967-SB 
(Jls, ildakhs) 

30 

36 
B 
4 
10 

340 

20 

Eslimatedyi4/4 in 
1968-69 

(&.lakhs) 

4 

40 

(-)40 

15 
125 

144 

•• The receipt from this measure goes to the Kerala State Electricity Boa.d. 



TABLE-XXVII 

~evelopment E:spenditure of States-1951-52 
(Rs. Crores) 

Stat. Edp.,alion Medical & Aqicultme Irtigqtion Civij Works Total 
Pub/if lholth VeteriMry& (in<l) 

Co-.prralion athrrs}. 

~dhra Pradesh 6.07 2.59 2.19 1.80 3.{0 18.78 
(32 .3~ (13.8) ~II. 7) (9.6) (18.1) (100.0) 

&salllo 1.7 0.78 0.79 0.16 2.04 5.66 
(30.4) (13.8) (14.0) (2.8) (36.1·) (100.0~ 

.tm>ar 3.58 2.01 2.36 2.27 6.51 17.6 
(20.3) (11.4) (13.4) (12.9) (37 .0) (100.0) 

Bombay 13.57 5.02 4.26 2.31 4.80 36.86 
(36.86 (13.6~ (11.5) (6.3) (13.0) (100.0) 

~· 3.3 1.5 0.54 0.89 2.45 9.76 
~ (34.7) (16.2) (5.:6 (9.1) (25.1) (100.0) 

Madhya l'ra<leslt 3.47 t.58 I. 0.68 2.59 11.07 
...., 

(31.3) (14.3) (12.6) (6.1) (23.4) (100.0) 
Mqdras 5.67 2.67 2.34 1.65 3.93 19.07 

(29.8) (14.0) (12.3) (8. 7) (20.6) (100.0) 
Mysorc 6.06 2.32 ~.82 1>.60 3.24 21.48 

(28.2) (10.8) (8.5) (7.4) (15.1) (100.0) 
Orissa 1.25 0.68 0.80 0.99 11.74 6.06 

(20.6) (IL2) (13.2) (16.3) (28. 7) (100.0) 
Punjab & Haryana 2.48 1.17 1.21 0.63 2.06 8.29 

(29 .9) (14.1) (14.5) (7-.6~ (2-4'.8) (100.0) 
RaJI\Stbnn 2.29 1.44 0.57 0.5 0.88 6.37 

Uttar Pradesh 
(35.9~ <~:gJ ~ .. g~ . w-·2) (13.8) (100.0) 

7.4 .56 3.16 26.09 
(28.5) (II. 7) (19.3) (9.8) (12.1) (100.0) 

West Bengal 3.36 4;.30 2.58 0.91 4 .. 16 16.64 
(20.2) (25.8) (15.5) (5.5) (25.1) (100.0) 

Source: Eastern Economist dated 2~~.f,uly~ !Jl66. 
Not.:-Figurcs in brackets are perccntag .. to total. 



TABLE-XXVUI 

,Dewlopmeat ExpeadituN of Sta--1968-69 
(Rs. mru) 

Stall Edumlitm Mldie6l& Agrieullure, Irrigation CiPil Workl Tolal 
Publi& Hlllllh y,.,.;nary & (induding ollrm) 

C...JIIration 

Andhra Pradesh 34.09 17.06 12.12 :a.r"' 9.82 109.00 

Auam 
(31.2) (15.6' (II. I) (8.: (9.0) (100.~ 
17.49 6.66 7.79 I.E 12.28 52. 

Bihar 
(33.2) (12. 7) (14.8~ (3.~ (23.3) (100.0~ 
24.35 14.07 18.2 I. 8.93 82.3 

Bombay 
(29.~ (17. I) (22.1) (1.3~ (4.8) (100.0) 
.87. 40.61 29.55 20.5 19.83 236.16 

Kerala 
(36.8) (17 .2) (12.5) (8.7& (8.4) (100.0~ 
44.44 14.14 8. II 2.6 6.53 87.2 

Madhya Pradesh 
(50.9) (16.2) (9.3) (S.Jt (7.5) (100.0) 
44.14 16.40 12.25 2. 12.38 103.96 

* Madras 
(42.5d (15.8) (11.8) (2.0~ (11.9) (100.0) 
56.2 18.25 20.90 7.3 10.61 136.87 

M)'IOre 
(41.Jd (IS.S) (15 .8) (5.4§ (7.86 (100.0) 
36. 12.28 18.36 11.0 13.4 97.38 

Oriosa (37 ··1 (12.6) (IS. 7) (11.3) (13.8) (100.0) 
17.6 8.54 9.82 4.69 6.88 66.65' 

Punjab & Haryana 
(26.4) (12.8/ (14.8) (7.2) (10.3) (100.0) 
36.58 12.3 14.28 7.30 8.86 96.10 

Raj'ISihan 
(88.1) (12.8) (14.9) (7 .6) (9.~ (100.0) 
29.19 15.46 8.40 4.48 10.3 78.06 
(87 .4) v9.8J ~0.7~ -~·7) ___ (18.3) (100.0) 

Uttar Pradesh 58.44 8.8 0.1 .24 16.65 164.37 

West Bengal 
(85.6) Vt::J (12.21 ~·OJ (9.21 (IOO.P) 
43.88 19,.1 .. 7 7.8 119.69 
(S6.6) (17.9) (16.0) •(3.2) -- - --~6:5) - {100.0) 

Source : Bastera Eccmomiat elated 26th.J111y, '968· 



TABLE-XXIX 

N~ ... pment Expeaditure of States---(1951-52) 
(Rs. erom) 

$1•11 Diml De61 Civil Ft1mb1e Misetlla111ous Total 
D<mmrds Smices adminislra~Wn (W/Mdillfl Dthm) 

Anclhra Pradesh 3.71 0.82 10.48 0.12 3.39 18.85 

Assam 
(19. 7) 

0.97 
(4.4) 
0.09 

(55.6) 
2.28 

(0.6) 
0.05 

(18.0) 
1.46 

(100.0) 
5.27 

(18.4) (I. 7) (43.3) (0,9) (27. 7) (100.0) 
Bihar I. 76 -0.09 8.63 2.08 2.64 15.21 

(11.6) (-O.:J (56. 7) (13. 7) (17 ·g&. (100.0) 
Bombay 6.87 2. 20.45 0.85 8. 38.89 

(17. 7~ (5.9) (52.6) (2.~ (20. 7) (100.0) 
Kerala 1.7 0.80 3.15 o. 1.85 9.22 

(18.6/ (10.1d (34.2) ~~¥ (20.1) (100.0) 
Madhya Pradesh 2.6 0.2 6.28 2.60 11.74 ! (22.2) (2.4) (53.iJ. (0.6) (22.1J (100.0) 
Madras 3.04 -.0---1+ 9. 0.07 1.7 14.09 

Mysorc 
(21.6J 

2.7 
(-3.1l 

2.0 
(65.4) 

6.98 
(0.5) 
0.15 

(12.3~ 
2.7 

(100.0) 
15.34 

Orissa 
(18.0) 

0.83 
(13.Jl o. (45.5J s.o 

(1.0) (18.~ . . 0 • 
(100.0) 

4.80 

Punjab & Haryana 
(17 .S) 

1.95 
(7 .ol 
0.8 

(62.9~ 
6.5 ~--) .01 

(11.:! s. (100.~ 
12. 

R9sthan 
(15. 7) (6.5) (52.:J 

3.02 0.20 4. 
(0.1) 
0.20 

(24.6) 
1.78 

(100.0) 
9.37 

Uttar Pradesh 
(21. 7) 

5.47 
(2.1J 
1.4 

(49.9) 
14.74 

(2.1) 
0.12 

(19.0) 
5.29 

(100.0~ 
29.3 

W<st Bengal 
(18.6) (4.9) . (50.2) (0.4t (18.0) (100.0) 

1.89 0.18 10.22 0.2 4.53 20.68 
(9.1) (0.9) (49.4) (1.3) (21.9) (100.0) 

Source : Eastern Economist clat~ 2~11;> J)\1>' ,1968 • 

.N'oii:-Figura in hrac:keto are penlaltages to total. 



TABLE-XXX 

N~Js •en~ &penditaft of Sta~1968-69 
(Rs. <fQTU) 

sw. Direel D1ht. Cwil Fatnille Miscella1140US Tat• I 
Dmumt!s Servius adminslrolion (inl:lutling otlrm) 

Andhra Pradesh 4.47 31.33 27.91 2.25 18.35 90.01 

Assam 
(5.0J 
2.5 

(34.8) 
12.65 

(31.0~ 
13.5 

(2.51 
1.4 <2f:t~ (100.0) 

35.08 
(7 .3) (36.1) (38.5) (4.0~ (10.1) (100.0) 

Bihar 6.59 34.00 20.90 0.7 4.03 68 .. 30 
(9.6) (49.8) (30.6) (I. I) (5.9) (100.06 

Bombay 36.88 75.97 64.44 5.1~ 34.15 227.6 
(16.2~ (33.3) (28.3) (2.3) (15.0) (100.0) 

Kerala 4.5 16.09 27.39 0.17 6'90 54.94 
(8.2) (29.2/ (49.9) (0.3) 3.5) (100.0) 

Madhya Pradesh 6.44 29.2 22.02 0.45• 4.42 69.24 

"' (9.3) (42.2) (31.8) <f-6) (6 .4) (100.0) "' Madras 4.53 3S.36 36.83 .23 11.47 94.52 0 

(4.8) (35.3) (38.9) (2.4) (12 .I) (100.0) 
Mysore 4.97 33.86 16.34 0.50 6.37 66.60 

Orissa 
(7.~ 
4.9 

(50.8~ (24.5) 
25.2 11.36 

(0.86 
1.3 

(9.6) 
3.54 

(100.0) 
48.15 

(10.3) (52.~ (Z3.6J (2.8) (7.4) (100.0) 
Punjab & Haryana 4.03 33.7 19.1 1.03 8.06 70.07 

(5.-lJ (48.1) (27 .3) (1.5) (11.5) (100.0) 
Rajasthan 5. 33.81 15.92 1.00 2.40 62.10 

(8.8) (54.5) (25.6) (1.6~ (3.8) (100.0) 
Uttar Pradesh 16.92 63.33 44.87 1.0 7.17 140.57 

(12 .0) (45.1) (31.9) (0. 7) (5 .I) (100.0) 
West Bengal 8.44 30.39 31.67 3. 75 12.35 91.76 

(9.2) (33.1) (34.5) (4.1) (13.5) (100.0) 

Source : Eastern Economist ~tee! ~§IJI J~r. I \ffi~· 
Note:-Fi~ in brackets are percentagos to total. 



TABLE-XXXI 
Indebtedness-Debt position of the Kerala State showing separately the t.;tai Outstanding Debt to (i) Public 
(ff) The Central GovernmeDtand (iii) Any Other InstitutioD oD 1st April, 1952, 1st April, 1957, 1st April, 

1961 aDd oD the 1st April of each of ths ,ears 1966, 1967 and 1968 IUlci ths Interest yielding A"sets held 
agsl.Dst such Debt 

(The position of liabilities and assets under some important heads) 
(Rs .. /IJkhs) 

(I) (2) (3) (4) (5)- (6) (7) 

Out.rtmuling as on 
'Isl APril lsi 'April lsi April lsi April lsi April 'lsi April 

1952 ' 1957 1961 '- 1966- - J967 1968 

A. INDBBTEDNESS : 
(&. /akhs) 

(Travaru:ore-Cochin) 
I. Loans from the Public 550 1268 2274 34+1 8868 4215 
2. Loans from the Centre 240 2289 5328 15521 17521 19886 
8. Loans from Reserve Bank of India 58 115 109 119 
4. Loans from Life Insurance Corporation 178 304 •363 4)6 
5. Loans from the National Cooperatiye 

~ Development Corporation 8 83 100 93 
6. FloatinJ: Debt* _ 

707 
Neg. 229 930 

7. Unfun cd debt - 854 Bfl 1175 1366 1696 
8. Any other loans 8 8 4 5 

B. CAsu BALANcES & HowrNos oF SEcuRJTIEB : 
I. Cash balance 312 102 (-)78 1011 (-)69 36 
2. Securiti~ held in cash balance im•estment 

Account (see details at foot) 811 898 599 567 1584 1302 
3. Securities held in Sinking Fund Investment 

Account 194 82 44 36 67 95 
4. Securities held on account or other Reserve 

Funds 
C. LoANS AND ADVANCES BY THE STATE : 

I. To local bodies 126 122 178 216 202 203 
2. To Agriculturists for various purpo.se; 2 96 89 250 280 291 
s. To Kcrala State Electricity Board 1035 8067 9277 10511 

_4. To Kcralo State Road Transport 

5.' 
. Corporation 504 548 
To others 178 318 653 1421 1730 2171 



HOLDINGS OP STOCKs OP &sENTLU. ColwODITU!S 
ON GoVEllmiENT AccoUNT00 279 31 

No,.:- (i) A Loam from the Public:-Thc figures given from 31-3-1957 onwards include the net liability passed on from 
Madras as per the States Reorganisation Act, as shown below. 
Public Loam raised by T-C. 
Government and Kcrala 
Government 550 683 1764 3111 3538 4036 

Add :-Share of Public Loans transferred from 
Madras Government +651 +565 +351 +351 +200 

Detfuet:-Share of Public Loam transferred to 
l\:ladras Government (-)66 (-)55 (-)21 (-)21 (-)21 

550 1268 2274 3441 3868 4215 

_.\ott:- (ii) Details under B2-Cash Balance 
Investment Account 
I. Gilt edged securities 578 806 552 492 504 502 
2. Fixed Deposits in Banks 101 65 25 
3. Debentures and Bonds of Banks 

and other Concerns 127 19 19 72 72 72 
4. Treasury Bills 1005 725 
5. Drits with State Bank of 

In ia 2 
6. Bullion 3 3 3 3 3 3 

811 893 599 567 1584 1302 

No/4 :- (iii) Under B4, investments in the Treasury Savings Bank are not included as the balances stand merged in the general cash 
balance. · 

(iv) Under C3, the figure as on 1-4-1966, is inciusive ofthe Capital Outlay on Power incurred by Government prior to the 
formation of the Electricity Board which is treated as loan from the State Government. _ 

(v) Under C4, the figures as on 1-4-1967 represents the Capital Outlay on Road and Water Transport schemes incurred 
by the Government prior to the formation of the State Road Transport Corporation, which is treated as a loan from the 
State Government. 

• This includes outstanding ways and means advances from R. B. I. and cash credit advances from the S. B, I. 
•• Value of the stock and not the quantity is indicated. 
Source :-"Material on Subsidiary Points"-presented to the Fifth Finance Commission by Government of Kerala page 135 

"' JS 



... TABLE-XXXII 
c;; 
t Central Assistance and Central Inves-ent during the three Plan Periods-All States 

(Rs. crores) 

*First Plan &co11d Plan Third Plan 
Slllte 

Cmtral Central Cmtral Cmtral Cenlral Central 
·Assistanc~ l~W~Siment AssislaMe Investment Assisla11ce ltWestment 

Andbra Pradesh 61 8.29 96 I. 70 220 46.99 
Assam 22 31 100 27.50 
Bihar 55 8.15 81 24.90 216 192.59 
Gujarat 32 50 Ill 41.75 
Jammu & Kashmir 10 20 61 
Kerala 24 1.02 38 0.90 122 23.20 .., 
Madhya Pradesh 61 96 236.90 220 230.11 

.., 
"'" Madras 42 5,84 95 3.39 187 73.43 

Maharashtra 43 2.08 74 1.91 165 44.20 
Mysore 47 7.12 67 5.24 157 17.67 
Orissa 77 6.54 66 226.00 137 117.08 
Punjab 141 88 23.69 134 6.09 
Rajasthan 60 59 0.30 161 13.89 
Uttar Pradesh 87 121 356 71.44 
West Bengal 113 5.84 73 179.32 155 14!.55 
Total 880 44.88 1058 704.15 2502 1107.54 

• Central investment as indicated here is confined to the industrial projects and programmes . 
Source :-Economic and Political Weekly dated October 5, 1968. 



554 
TABLE-XXXIII 

Power--Installed Capacity-All States 
(At the end- of the period) 

Stal4 

Andhra Pradesh 
Assam 
Bihar 
Gujarat 
Jammu & Kashmir 
Kerala - . 
Madhya Pradesh 
Madras : -
Maharaslitra 
1\lysorc 
Ol'is.'ia 
Pwtjab & Haryana 
Rajasthan 
Uttar Pradesh 
West Bengal 
DVC 
Union Territories Delhi 
Other Union Territories 

'roial 

"ource: Eastern Economist dated 26th july, 1968 

TABLE-XXXIV 

!951 

59 
3 

47 
142 

6 
33 
39 

155. 
.339 
liS 

5 
71 
31 

200 
546 

43 
8 

1835 

Per capita Consumption o£ Electricity-AU States 

Stale 

Andhra Pradesh 
Assam 
Bihar 
Bombay 
Janunu & Kaslm1ir 
Kerala 
1\Indhya Pradesh 
Madras 
Mysore 
Ori>sa 
Punjab & Haryana 
R'l,jasthan 
Uttar Pradesh 
West Bengal 

AU India (including others) 

• Provisional 
Source : Eastern Economist dated 26th july, 1968. 

. 

1957-68 

8.1 
1.6 

10.8 
55.6 
8.2 

23.2 
6.1 

31.4 
23.4 
4.0 

20.1 
4.0 

11.0 
65.7 

24.0 

(In 000 kW) 

1966-67 

427 
161 
147 
676 
36 

365 
'377 

'.1381 
1455 
461 

:"318 
:: 919 
·.307 
::-925 
}207 
.:944 
' 127 
: 13-

i(),2.W, 

(KWH) 

'21.0 
-5.8 
'40.9 
93.8 
25.1 
46.2 
'21.6 
92.1 
'74.4 
26.9 

101.6 
:11.9 
24.6 

1{17.5 
-
54.1 



555 
TABLE-XXXV 

Financial Returns of State Electricity lloarcls-1962-63 
(Rs. Crom) 

Stale Capital Loan.sfrom Loans ftoin · Inlim4l : Pn«n1ag1 Perctntoge 
Asset,· Govt. publi& TUI1IlT<lS of Returns . of Returns 

on Loan• on Govtrnm•nt 
Capita( Loons••. 

Andbra Pradesh 83 68 8 2 1.10 0.49 
Assam 17 16 I -0.98 -1.28 
Bihar '52 46 6 !.50 !.50 
Gujarat 58 47 8 3 1.69 !.50 
Kerala 59 44 4 II 2.84 2.71 
Madras 170 129 II 30 5.67 5.82 
Madhya Pradesh 55 53 4.90 4.90 
Maha=htra 54 39 6 9 1.05 0.74 
Orissa 20 18 2 0.46 0.28 
Punjab I 16 105 .-. II 4.70 4.70 
Rajasthan 32 32 0.60 0.60 
Uttar Pradah 96 96 - 4.20 4.02 
West Bengal 23 21 4 ·-0.78 -1.27 

• Before payment of interest and excluding government subsidia 
** Mter payment of interest on the public-loan and including government subsidies 
Nok:- In some cases total of resoUl'C<S does not tally with capital assets. 

Source:-Economic and Political Weekly dated July 20, 1968. 

TABLE-XXXVI 

Outlays on Rural Electrilicatfou::._AU sti.tes 

Andhra Pradesh . 
Assam 
Bihar 
Gujarat 
jammu & Kashmir 
Kcrala 
Madhya Pradesh 
Madras , 
Maha=htra 
Mysore 
Oriua 
Punjab 
Haryana 
fujastban 
Uttar Pradesh 
West Bengal' 
Nagaland 
Total fStates) 
Union ~erritories 
Total 

Estimatd a 1/qy 
1966-67 

4.50 
0.90 
8.75 
4.20 
0.59 
0.60 
I. 75 
7.50 
2.47 
4.50 
1.10 
3.97 
1.00 
3.00 

15.00 
2.50 

62.33 
1.00 

63.33 

Source : Economic and Political Weekly dated July 20, 1968. 

{Rs. Crotts) 

TentaJive ly ogr11d 
Estimates for 
1966-67 

3.00 
0.60 
6.50 
3.50 
0.45 
0.40 
2.17 
6.00 
7.20 
6.00 
0.88 
3.50 
!.50 
1.75 
7.50 
2.00 
0.06 

53.01 
1.60 

54.61 



TABLE-XXXVII 

Kerala--Fm-cial Resalts of Irrigation Works 
(R.t. in lokhs) 

:Year Capi/4/ Oullay Total Working Net &1e of Inurest 4111 Nett::ft/ Rate qfnet 
(ProgressW.) JlnJtnUI ucpensei revenue rtlum on· capi14/ . oss profit on 

RNeipu (Col. 3- capital capi/41 
Col· 4) outlay ou~ 

(perc1nl) (p.rcent) 

(I)_ (Z) . (3) (4) (5) (6) (7) (8) (9) 

1957-58 832.52 2.33 4.31 (-)1.98 (-)0.24 36.34 (-)38.32 
I 

(-)4.60 

1958-59 876.59 4.01 7.64 (-)3.ii3 (-)0.41 38.25 (-)41.88 (-)4.78 

1959-60 1122.73 4.08 7.32 (-)3.24 (-)0.29 49.31 (-)52.55 (-)4.68 

1960-61 1231.29 5.89 10.22 (-)4;33 (-)0.35 54.49 (-)58.82 (-)·!;78 
.(Jo 
'-" 
0'> 

1961-62 1261.21 10.90 12.89 (-)I.99 (-)0.16 49.70 (-)51.69 (-;-)4.09 

1962-63 1577.61 18.25 ·14.43 (+)3.82 (+)0.24 72.79 (-,.)68.97 (-)4.37 

1963-64 1673.23 22.44 12.46 (+)9.98 (+)0.60 ?7.37 (-)67.39 (;_)4,03 

1964-65 1771.77 18.12 13.02 (+)5.10 (+)0.28 91.~3 (-)85.93 (-)4;84 

1965-66 1908.70 9.30 13.18 (-)3.88 (-)0.20 110.41 (-)111'.29 .(-)5.98 

1966-67 1979.30 15.75 15.86 (-)0.11 (-)0.01 116.78 (-)116.89 (-)5.91 



TABLE-XXXVIII 

i Spread of Education (State-wise) 
(Enrolment in /Qkhs) 

Class I to V Classes VI 1<1 VIII Classes IX 1<1 XI 
Swte/Unwn Territol)l 

1955-56 1960-61 1965-66* 1955-56 1960-61 1965-66* 1955-56 1960-61 1965-66* 

Andhra Pradesh 23.59 29.76 37.29 3.09 4.08 6.53 1.82 1.96 2.72 
(56. 7) (68.3) (75. 7) (13.5) (16.9) (25.1) (8.4) (8.7) (11.4) 

Assam 88.15 11.26 15.09 1.46 2.20 3.15 0.68 1.26 2.02 
(59.4) (67. 7) (75.8) (21.9) (25.8) (31.2) (I 1.6) (16.8) (22.4) 

Bihar 17.81 31.84 43.60 2.77 5.35 7.78 1.43 3.28 5.09 
(35. 7) (50. 7) (59.8) (10.3) (17.1) (20.3) (5.9) (12.1) (15.1) 

Gujarat 15.03 20.30 28.31 2.20 3.87 6.11 0.97 1.71 2.60 
(66.5) (72.0) (87 .5) (18.1) (26.3) (35. 7) (8.6) (13.1) (16.5) 

Jammu & Kashmir 1.26 2.10 3.43 0.33 0.59 0.94 0.15 0.22 0.28 "' "' (24. 7) (46.7) (72 .8) (I 1.9) (24.4) (36 .4) (5.5) (10.0) (I 1.6) .... 
Kerala 19.73 24.32 28.99 3.81 6.61 9.48 1.95 1.77 3.70 

(109.1) (110.0\ (116.8) (36.8) (55.4) (70.9) (19.5) (16.3) (45.5) 
Madhya Pradesh 14.00 19.96 27.30 1.70 3.17 5.84 0.50 1.24 2.2 

(40.9) (48.8) (63.6) (9.3) (15.5) (23.3) (3.0) (6.8) (10.5) 
Madras · 25.'74 33.33 ~11.34 •Ui6. 6.91 . l43.i 1.94 2.68 4.60 

(66.4) (85.4) (132 .4) (21.3) (31.6) (31.6) (9.3) (12 .9) (20.9) 
Maharaslrtra 30.04 . 34.49 "54.04 4.39 7.48 12.51 1.93 3.38 6.44 

•(66.~) (71.3) (92.2) {18.1) -(27 .8) (40..2) (8.6) . .(H .. OJ ~.;!.1) 

Mysore 15.78 2Ui8 32.89 2.47 3.63 4.95 q9 1.69 3.77 
.(57 ,8) (73.8) (93.9) .(16.5) ,(22 .4) (26.1) .(~.2) ,(11.2) (23.2) 

Orissa •6.51 14.1) 19.07 0.72 1.,06 3.12 0.31 0.45 1.31 
(34.9) (63.7) (76.8) .(7.2) (9.5) (23.4) (2.~) (4.2) (10.8) 

Punjab 12.25 14.57 27.54 3.07 4.38 6.18 1.25 1.6~ 2.60 
,(56.6) (5-1.4) {85.2) (25.8) (29.3) (35.5) (11.3) ( 12 .2) (16.8) 

Rajasthan 5.36 11.15 18.65 1..07 2.07 4.00 0.45 0.85 1.62 
,(24.2) .(40.9) (58.0) (9 .. 0) (I <I..';) ,(24 •. 1) .(4.·1) (ti. 7) (10.9) 



Uttar Pradesh 28.05 40.93 68.00 6.36 8.68 13.80 2.17 4.53 7.80 
(33.5) (44.7) (63.5) (14.0) (16.9) (25.0) (7 .6) (11.3) (15.5) 

West Bengal 24.68 29.27 41.88 3.78 4.58 8.10 1.72 2.18 4.18 
(73.6) (64.9) (78.0) (19.4) (21.7) (29.9) (9.1) (10.1) (17.1) 

Delhi 1.86 2.72 4.11 0.68 1.07 1.83 o:25 0.53 1.07 
(78.4) (79.1) (95.8) (48.5) (58.5) (78.2) (18.6) (31.4) (48.4) 

Total (including othen) 251.78 349.90 515.00 42.89 67.00 110.00 18.80 29.60 52:40 
(52.9) (62.2) (78.5) (16.5) (22.5) (32.2) (7.8) (I I. 7) (17.8) 

Source : Eastern Economist dated 26th July, 1968. _ 
• Provisional • 
.No/4:-'--Figures within brackets indicate percentage of children enrolled to population in the relevant age-group. 



.e TABLE-XXXIX 
"' ~ Co~amptioD of Fertilisers-AU States . 

(Per acre of agricultural land) 
(In fJotmds) 

1959 1966-67 
Sl41ts 

N P205 K20 Total N P205 K20 Total 

., 

Andhra Pradesh 2.00 0.68 0.005 2.635 11.05 2.25 0.66 13.96 
Assam 0.56 0.06 0.62 0.45 0.69 0.28 ~.42 
Bihar 1.16 0.19 1.35 4.61 1.63 0.24 . ~,48 
Maharashtra 1 3.78 1.37 0.89 6.04 (JI 

Gujarat J 1.08 0.21 0.07 1.36 3.02 2.17 0.25 5.44 (JI 
<0 

Jammu & Kashmir 1.00' 1.00 7.69 3.10 1.24 12.03 
Kerala 1.82 O.S2 2.51 4.65 9.66 2.52 6.41 18.59 
Madhya Prade>h 0.46 0.05 0.51 0.16 O.S5 0.04 0.55 
Madsas 8.90 0.72 0.76 5.88 10.90 4.11 S.34 18.35 
Mysore 0.78 0.18 0.07 !.OS S.47 l.S3 0.91 5.71 
Orissa 0.75 0.02 0.77 1.63 1.01 0.18 2.82 
Punjab and Haryana 0.65 0.02 0.67 7.41 1.02 0.54 8.96 
Rajasthan 0.17 0.04 o.2t 0.74 0.28 0.04 1.06 
Uttar Prade>h 1.69 0.18 1.87 S.81 1.29 0.41 5.51 
West Bengal 1.18 0.41 0.24 1.88 S.S9 1.17 1.48 6.04 
Delhi 2.10 0.14 2.24 6.66 1.76 0.02 8.44 
HimaChal Prade>h o.so 0.24 0.54 0.69 0.24' 0.93 
Total (including othen) 1.34 0.24 0.18 1.71 4.20 1.26 0.68 6.14 

Source: Eastern Economiat dated 26th July, 1968. 
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TABLE-XL 

Compual• at wc. .. k.7"AJUtatea 

Andhra Pradesli 
Asoam 
Bihar 

~::L 
~Pradesh 
M}'IOI'O an-. 
Ptmjab &: Haryana· 
Rajasthan 
Uttar Pradesh 
WestBeDgal 
Delhi ' I 

All India .. (~:others)· 

Source : Eastern Econmnist dated 26th July, 1968. 

. Andbra Pradesh 
Assam 
Bihar 
Bomba¥ 
Kerala 
Madhya Pradesh 
Madras 
M}'IOI'O 
Orissa 
Punjab and Hariyana. 
Rlliasthaa 
Uttar Pradesh 
WestBeDgal 
Total (inclu.tiag othen~ 

'J;AIIl.E--XLI 

New·ReglstndOD&-AU'Statea! 

1956-57 1966-67 

9 
10 
17 

170 
39 
a 

93: 
5 
6 

29 
13' 
Sll 

SOl 
. ll4a. 

39 
6 

19 
288 
20 
10 
91 
47 
6 

56 
5 

45 
246 

1039 

Source : Eastern Ec:oDOmist dated 26th July, 1968. 

19$-57: 

568 
369 
49! 

5,597 
!,236 
. 470 

2,335 
795 
186 

.1,027 
520 

1,524 
12,661 

1,546 
29',357 

1956-57 

0.20 
0.41 

50.40 
55.87 
3.62 

30.15 
32.63 
0.13 
0.61 
1.14 
1.83 
6.64 

16.69 
207.09 

1966-67 

561 
402 
360 

5,558 
988 
854 

2,919 
716 
199 
824 
871 

1,093 
9,!84 
2,.582 

27,247 

1966·67 

7.86 
2.57 
8.84 

36.75 
6.30 
2.33 

21.99 
6.21 
0.21 
8.42 
0.10 
7.51 

29.91 
161.22 



'TABL~XLII 

·capital, Outout and. 'Vallie added l:ly manub.i!ture*.L(A1J StaUs) 

; (Rs. Cr"'"') . 
j _.' 

, . ..., ; 

SldU 
~dtiet!ve C"f'ilol OulpUJ (ex-fac16ry ~alru) yatu. adfd 6y rnmllifaclu~ 

1959 ~965 '~~59 1965 1959' 1!165 
' 

Andhra Pradesh 5?.8 239.1 94.7 252.8 19.S · 52.1 
Assam 67.5 i41.1 88.6 114.3 32.4 2lUi 
Bihar 246.k 5a4.t ·2So.2 ~39.1 74.9 120.1 

I . 
394.8 

j _,, 

142.6 Gujarat 127.2 237.3 518.0 77.8 

k'::' & Kaslmiir il.8: ·s.6 . ·2.1 4.9 0;7 ·2.6 
3t.il 118.1 7<1.2 129.9 21.?· 33.1' 

Madhya Pradesh 3i.r 524.2 55.5 '228.0 13.2' 41!.9 "' C> 
Madras 83.9 511.5 161.9 545.3 51.0 149.d 

.... 
Maharashtra 411.1 1047.~ 661!.6 1515.7 214.~ 41r.o 
Mysorc 59.5 240.2 80.0 228.9 25.8 7~.4 
Orissa 37.9 347.1 25.7 141.2 8.7 38,7 
Punjab 41.2 348.1 82.0 248.7 16.8 60.0 
~ .. than 20.ll Jll.l 24.8 79.ll .. ll.ll . 20.5 
Uttar Pradesh 116,0 492,5 208.9 463.0 47,S ull;.a 
West Bengal 377.1 1218.7 598.0 1375.5 187.6 364.9 
Delhi 19.2 78.0 54.2 118.~ IM 27.9 
All India (Including others) 1737'.4· 6300.+ 2691.+ 6419.6 813.4 1686.5 

*Relates to factories employing 50 or more workers with the ai<! of power or 100 or more workers without the aid of power. 
Source: Eastern Economist dated 26th July, 1968. 



TABLE-XLUI 

~ Vehicles iD ..-AU sea-

S14k Mow AuJ. Jutn l'rWxM MotQT Otlr4r Goods Misu//Q. TDI4l 
q,du RidulurrDt Mow Cal>s Pub/it: Ylhklls IIIDUS 

a.... Stroicl Vlhklls 
Ylhklls 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

Andhra Pradesh 1956-57 1,210 5,176 
26,649 

272 3,019 4,588 . 1,418 .15,683 
1966-67 23,060 490 4,418 1,129 4,680 16,891 5,885 84,102 

Aaam 1956-57• •saG .. 5,648 248 1,056 5,493 8,407 16,438 
1966-67(E) 1,480 60 2,560 8,340 880 2,000 9,900 ~.820 30,540 

Bihar 1956-57 2,080 .. 8,160 519 1,685 5,549 48 18,041 
1966-67 12,377 32 5,614 14,036 1,386 3,071 11,532 2,037 50,035 ~ 

Bombay 1956-57 11,749 919 2,324 54,298 5,349 2,799 27,411 4,911 1,00,760 t-:1 

.1966-67 56,530 4,764 12,517 89,935 11,542 12,122 61,491 21,829 2,70,721 
jammu& 

. 198 896 ioo 1,974 3,758 Kasbmil 1956-57 126 .. 640 15 
1966-67(E) 1,500 so .. 440 1,600 210 900 3,800 150 8,630 

Kerala 1956-57 351 7 91 3,925 85 452 2,714 1,790 9,395 
1966-67 6,611 450 : 1,616 21,067 5,176 4,278 9,184 1,129 49,506 

Madhya Pradesh 1956-57 1,492 . 61 - 1,465 .. 7,032 169 . 2,419 7,534 1,886 22,058 
1966-67(E) 11,800 400 . 4,800 12,200 590 4,600 15,900 5,000 jj5,290 

Madras 1956-57 4,405 464. 415 . 21,747 950 . 4,353 8,158 554 41,046 
1966-67 15,384 832 . 3,QOO 31,304 4,200 6,410 14,568 .2,0~ 77,761 

Mysore 1956-57 2,072 ·-· 218 .492 . 6,889 449 1,140 - 7,203 997 19,460 
I 1966-67 18,945 2,132 3,483 21,804 1,181 6,810 16,443 4,984 75,782 

Orissa 1956-57 765 10 692 2,735 7 763 ,3,462 182 8,616 
1966-67(8) 3,600 · s;5oo· . 4,000 90 1,250 . 8,800 1,450 22,690 

Punjab 1956-57 2,062 27 566 3,337 271 2,323 4,317 1,289 14,192 
1966-67(8) 11,800 900 1,420 7,200 ' 750 2,800 9,800 2,400 37,070 



(I) (2) (S) (4) (5) (6) - (7) (8) (9) (10} 

Rlljaslban 1956-57 1,110 '2so 379 7,754 146 2,705 4,429 1,826 18,349 
1966-67(E} 7,600 1,250 13,850 290 6,100 - 12,900 6,700 48,940 

Uttar Pradesh -1956-57 4,371 2 2,174 12,579 539 5446 10,649 1,439 37,199 
1966-67(E) 7,400 20 5,400 16,500 460; 1:300 20,0QO .3,000 70,080 

West Bengal 1956-57 5,500 'ioo 44,000 5,387 8,425 25,918 74 89,304 
1966-57(E) 19,600 9,600 77,200 6,320 7,800 40,900 7,400 1,69,120 

Delhi 1956-57 5,058 1,116 224 9,737 1,474 874 2,725 15 21,223 
1966-57 35,094 6,085 1,745 27,294 2,751 1,683 5,543 1,793 81,988 

All India 1956-57 43,044 2,824 14,622 1,88,890 16,027 38,415 1,23,386-. 20,091 4,47,229 
(~eluding othen} 1966-57 2,45,926 17,455 62,421 3,77,671 37,158 74,318 2,64,806 72,431 11,52,186 

. -

SoiU<le: Eastern _Economist dated 26thJuly,1~. g:-
(E) &lima ted, (*) Taxed only, w 
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TABLE-:-XLIV 

Mileage of ew:facecl mada--;\11. States 
(In lrllomelm) 

Andhra Pradesh 
Aslam 
Bihar 
Bombay 
Jammu & Kashmir 
Kcrala 
Madhya Pradesh 
Madras 
Mysore 
Orissa 
Pw>jab 
Rl\iiosd>an 
Uttar Pradesh 
West Bengal 

Sonrce : Eastern Economist dated 26th July, 1968. 

TABLE-XLV 

Marelo 31, 1961 

Nalimroli#4 Total . l'mlnt4g• 
(I) (2) . ·tf~l) tq(2) 

Andhm Pradesh 1,302 4,453 . 29.'2 
Assam 44+ 1,180 !37.6 
Bihar 613 1,982 130.9 
Gqjarat 2,228 10,237 157 j) 
Mabarashtra 3,608 
Jammu & Kluhmir 143 640 !22.:3 
Kcrala 559 3,199 i17 .iS 
Madhya Pradesh 673 3,088 ·!21.8 
Madras 692 5,179 l3.4 
Mysore 1,657 4,015 . *1.8 
Orissa 386 789 <48.11 
Pw:l,jab 722 2,930 24.6 
Rl\iiosd>an 177 3,491 . 5,,1 
Uttar Pradesh 2,984 7,512 99.7. 
WestBeugzl 730 4,000 &8.3 
Delhi 668 742 90..0 
All India (including ' 

others) 17,701 53,555 93.1 

Source: Eastern Economist dated 26th July, 1968. 

Marelo 195.6 MIIT<h 1966 

2!,'271 
2,317 
8,629 
Z9~3 
1,406 
... ,833. 
18,495 
24,322 
18,492 
-ii,W!J. 
'6/¥18 
8,919 

17,960 
!t,483 

'Bililt' . ... -
Nalimuzlisrd Total 

{4) 

'2;tl26 5,630 
459 2,348 

1,221 3,895 
.:3,'516 -.,100 
'5;774 ll.227. 
.·'27-l. ' 980. 
1,006 4,273 
1,277 4,770 
1,374 6,870 
.2,264 t!OO .862 400 
1,463 3,000 

- 7483 -6.400 
3,664 7,500 
1,267 8,150 
1,024 1;950 

28,500 78.245 .. 

<27,892 
5,135 

113,237 
142,326 
. 2,663 
110,357 
125,396 
~38,807 
!32,986 

8,998 
!11,776 
'17,29% 
123,462 
:15,306 

PITCIIIIiJge 
q/'(4) to (5) 

36.0 
19.6 
31.4 
85.8 
70.2 

. 27.7 
23,5 
26.8 
20.0 
31.9 
61.6 
48.8 
7.6 

48.9. 
15.6 
52.5 

36.4 



TABLE-~ VI 
Populatloa T_...,:_._.o\11 Sta-

· (In rnillioru) \ 
1951 1961 1965 1961> 1967 1968 1969 1970 1971 

Slllll 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

Andbra Pradesh Sl.12 36.12 39.10 39.88 40.71 41.56 42.43 43.32 44.22 
Aaam 8.83 ll.99 13.45 13.85 14.29 14.73 15.19 15.67 16.16 
Blbar 38.78 46.81 51.28 52.48 53.77 55.09 56.44 57.82 59.24 
G4iarat 16.26 20.82 23.20 23.84 24.50 25.18 25.88 26.60 27.33 
Haryaoa N.A. 7.67 8.66 8.93 9.21 9.49 9.79 10.09 10.40 
Jammu & Kashmir 3.25 3.58 3.78 3.83 3.89 3.94 4.00 4.05 4.ll 
Kerala 13.55 17.04 18.82 19.30 19.79 20.29 20.81 21.34 21.87 "' Q 
Madhya Pradesh 26.07 32.64 36.03 36.94 37.86 38.82 39.80 40.81 41.83 ... 
Madrao 30.12 33.88 36.23 36.86 37.52 38.19 38.87 39.57 40.26 
Mabarasbtra" 32.00 39.89 44.18 45.31 46.48 47.67 48.89 50.15 51.41 
!l.lysore 19.40 23.77 26.06 26.68 27.32 27.99 28.66 29.36 30.06 
Napland 0.21 0.37 0.40 0.40 0.41 0.42 0.43 0.43 0.44 
Oriaa 14.65 17.68 19.30 19.74 20.20 20.68 21.16 21.66 22.16 
fwljab 16.14• ll.25 12.71 13.10 13.51 13.93 14.36 1+.81 15.26 
Rlljasthall 15.97 20.35 22.82 23.48 2+.16 24.86 25.58 26.32 27.06 
Uttu Pradesh 65.22 74.29 81.16 83.00 84.93 86.90 88.92 90.98 93.06 
Westlleapl 26.30 35.24 39.24 40.31 41.43 42.58 43.76 44.97 46.21 
AUIDdia S61.1S 442.74 486.99 498.86 511.30 524.05 537.12 550.51 564.07 

(illclwliua oth ... ) 

Source: Easu:m Fmaomist dated 26th July, 1968 • • lDclucliiJII Haryaoa. 


