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Bombay's New Sales Tax B i l l 

THE bi l l for the amendment of 
the Bomhay Sales Tax A r t 

1953, published last week, is based 
in principle on Shri Gilani's scheme 
for a two-point system, which was 
discussed in a recent special ar t i 
cle (issue of August 1, 1953). The 
differences which exist, appear to 
be mainly in relation to the rates 
to he charged. provisions for 
exemptions or different rates in 
certain cases and arrangements for 
registration and licensing dictated 
probably by administrative con
venience. There is also provision 
for the imposition of a purchase tax 
under certain circumstances. 

When manufacturers or im
porters of goods into the State sell 
any goods to a registered dealer, 
this is the first stage of the sale and 
attracts what is described as " sales 
tax " at 3 ps in the rupee. When 
registered dealers sell to unregister
ed dealers or consumers, this is the 
last stage of the sale for the pur
pose of the bil l and a " general 
sales tax " at the rate of 6 ps in 
the rupee becomes payable. This 
rate is double that suggested 
by Shri Gilani but is obviously 
necessary if the revenue obtained 
under the new system is not to fall 
below that obtained under the 
mult i-point with the tax being paid 
at 3 pies per rupee at an average 
of three points. If the manufac
turer or importer sells directly to 
an unregistered dealer or consumer, 
both the " sales tax " at 3 pies and 
the " general sales tax " at 6 pies 
become payable. A l l the inter
mediate sales, between registered 
dealers, art1 exempt from payment 
of any tax so that the free move
ment of goods amongst such traders 
is ensured. The l iquidity of the 
resources of such traders is main
tained, since traders in need of cash 
can sell their stocks to other regis
tered dealers without having to 
incur the burden of the tax. 

On certain . .special goods, a 
higher rate of sales tax is payable 
by the consumer. This is achiev
ed by the imposition of " a special 
goods sales t a x " at different rates 
on different goods, payable at the 
first stage of sale in addition to the 
" sales tax " of 3 pies in the rupee. 
This " special goods sales tax " is 
at the rate of 3 pies in the rupee 
for a number of commodities. New" 
additions to the list of special 
goods include aerated waters, bi
cycles, cement, cigarettes, hydro-

genated vegetable oils and paints, 
t h e rate wi l l be as high as 12 pies 
in the rupee for textile fabrics sold 
at prices exceeding Rs 4 per yard 
for widths of 42 inches or more, 
Rs 3 per yard for widths of 22 i n 
dies or more, and Rs 1-8 per yard 
for widths of less than 22 inches. 
Readymade garments, which are 
notified, wi l l also have to pay the 
special goods sales tax at this high 
rate. 

Goods which are exempt in some 
way arc divisible into three classes. 
First, certain goods are entirely 
exempt from the payment of the 
tax at any stage, Second, certain 
goods have to pay only the " sales 
tax " at the first stage. These i n 
clude yarn, whether of art silk, 
silk, wool or staple fibre, coal, 
books and periodical journals. 
T h i r d , only the " general sales tax " 
is payable on certain classes of 
goods, including bullion, specie, 
jaw cotton, cotton seeds, oilseeds, 
and hides and skins. This " gene
ral sales tax " itself w i l l not be at 
the normal rate of 6 pies but at 
)± per cent on bullion and specie, 
1 per cent for raw cotton and cot
ton seeds, and 3 pies per rupee for 
oilseeds and hides and skins. 

The minimum turnover necessary 
for the purpose of registration of 
dealers has been reduced from 
Rs 30,000 to Rs 15,000. B u t 
licences wi l l be granted to only 
t h o s e dealers, whose turnover 
exceeds Rs 50,000, and these 
dealers wi l l not have to pay the 
" general sales t a x " on purchases 
made by them for the purpose of 
resale or manufacture or processing 
before sale. Registered dealers, 
who do not possess a license, are 
also not liable to pay such a tax, 
but in practice they w i l l be expect
ed to pay the tax at that stage, 
the amount paid by them being 
adjusted against the total amount 
of the tax collected by them when 
selling the goods. This means that 
registered but unlicensed dealers 
wi l l have to lock up some part of 
their capital in the advance pay
ment of the " general sales tax ", 
although the liabili ty to pay arises 
only at the subsequent stage when 
the goods are sold to consumers or 
unregistered-dealers. 

It is also proposed to levy a pur
chase tax, the implications of 
which are not quite clear. This is 
to be imposed when goods are 
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purchased by any registered dealer 
from an unregistered dealer and no 
further sales of these goods occurs. 
The rate of the tax wi l l be 3 pies 
per rupee, plus the " special goods 
purchase tax " in the case of special 
goods at the same rates as for the 
" special goods sales tax ". 

When registered dealers pur
chase goods they wi l l be obviously 
doing so for the purpose of sale. 
But the word " sale" used in the 
clause about the purchase tax must 
obviously refer to " s a l e " as de
fined in the Act, Probably, there
fore, the purchase tax becomes ap
plicable when the registered dealer 
concerned has purchased from 
an unregistered dealer for the pur
pose of sale outside the State, 
which would not be a sale accord
ing to the Act. This is an inge
nious way of collecting some sales 
tax on all goods which are actually 
consumed outside the State, al
though a sales tax on the actual 
transaction leading to such con
sumption cannot be imposed ac
cording to the Supreme Court 
decision. 

As proposed by Shri Gi lani , no 
tax w i l l have to be paid when an 
unregistered dealer sells to the con
sumer. On goods, therefore, which 
are not special goods or are not 
exempted in any way, the total tax 
payable is 9 pies in the rupee what
ever the number of stages through 
which the commodity has passed. 
It is true when the consumer buys 
goods which have passed through a 
number of stages he w i l l be pay
ing the " general sales t a x " at six 
pies, not on the original price 
charged by the manufacturer or 
importer, but on a price which i n 
cludes the intermediaries' profits 
and the " sales tax " at 3 pies paid 
at the first stage. There w i l l thus 
be some advantage in buying direct 
from the manufacturer or importer, 
but it will be very l imited. The 
tendency towards the elimination of 
the middlemen w i l l , therefore, no 
longer prevail and the traders w i l l 
no longer have any cause to "com
plain in this respect. 

The scheme, as it is embodied in 
the b i l l , is fairly complicated. 
That is no reason, however, for 
opposing the bi l l . The Bombay 
Government is to be complimented 
on having adopted a sensible scheme, 
though one may disagree about the 
distribution of commodities among 
the various schedules. 
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