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Wi cosstesmng on the bdget
576, the Swanajva dated
mh 8 1075, observed: “It is

paeg 1o ientineg that excise dutics
I inresed] ool finfinitrmm
lwit stlving the fmpact of
duties on consumption pat-

i thiversion of trade and the
ity of the soods to bear.
th onr excise duties now esti-
ol ot Rs. 5500 crores, it will
wirllowhile and  appropriate
mulertake o study of the im-
4 af escive duties on prodoc-
g il commomption”. There has
o mo shcly of indirect taxes in
ommiry  after 1953-34 when
last Tacation EJ'lqn:in' Coanis

im submitted its report. Dur-
this period, the indirect taxes
e zrown from Rs, 23533 crores
s, A erores. The appoint-
of a committee on Indirect

s headed by Mr. L, K, Jha,

Cancernor of the Reserve
mmonmeed by the Union
ernment, is, therefore, widely

donisedl by the business com-
ity and the public. It also
the assurunce given by the
wtt Minister in the budget
b Murch 15,
B i common knowledge  (hat
i the past few vears, when
wtivnii] BLONNY WS SCOUrg=
by gallopine  inflation, a few
i apets  to stable growth
miteil. Whether generated by
nelary or other factors, infla-
n bxl o oa tremewsbons Toost
bhotrial costs, erusion in the
migs of the middle clisses and

sweetions of the penple ol

prrabee] o 0 Dip constraint on
eets [u this contest, the direct
mdirect taxes levied by the

Centre, Stute amd ol movemn-
ments added Fuel to the Hre of
souring eosts amd prices,  Respeon-
sihle husinessmen often sugmested
that if there was widespread tax
evision and emergence of black
moey ronning parallel to regular
manetary Hows, it was partly due
bo excessive taxation, Though the
spiralling np of prices has been
largely  controlled,  despite  re-
cent - trends,  for over o yvear
now, the problem of stepping
up the coumtry’s savings and in-
vestment still remaing, Recession-
ary conditions in important Tndis-
tries in the countey also urgently
calledd For a seruting of the cost
structure and a revision of the tax
element if prices are to be el
anel demand stimuolatesd for facili-
tating industrial revival, A new
Inok at the growth and the con-
sequences of indirect taxation has
thus become necessary i appro-
priute  fseal policies are o he
evolved for u more mapld prowth
for which the economy is now
prvisedd,

Alresuly, during the past three
veurs, the Covernment had foons-
sed dts attention on the impact of
direct taxes. The Wanchon Com-
mittes exumined  many problems
conmected  with  the  haphazurd
growth of direct taxation, parti-
enlarly the relation between the
system of tauxation amd  evasion,
anid made valuable recommenda-
s, Dhirect tax rutes have heen
vonsiclorubly sofltened s o result,
il more rational norms are now
being adopted for tax collection.
The  Bhoothalingam  Committee
hatl given sngoesticng for rationa-
lisatioms ame] simplification of direct

REFORM OF INDIRECT TAXATION

tuxes, muost of which were imple-
mented, This Committes  also
examined excise duties and other
taxes, sugeested an  appropriate
form of Value Added Tax (VAT)
toy gimplify the wide range of rates
and modes of excise levies. But
this suggestion has not so far been
exumined by the Covernment.
presumably because a basic review
of indirect  taxation, with refer-
ence to the present day conditinns
and immedinte needs, had to be
done first to evolve an integrated
appreach, which alene could sils-
serve the needs of plaming, While
direct taxes were examined and
improved  upon several times in
recont years, a similar attempt wis
not made in respect  of indirect
taxes, The Jha Committes is ex-
pected to undertake this eask and
report within a year.

A thorough  revampring of in-
direct taxes will he possible only
if it is studied in depth in rela-
i to their ecomemic, fscal nned
administrative implications,  The
terms of reference for the Com-
mrittee are, therelore, wide el
comprehensive, The Committes is
culled upon o conduct a review
of the existing  structure  of all
indirect taxes, exemine their mle
in promating economic use of re-
sonroes; their  impact on priees
andl oosts, their cmalative effect
o varions expenditure sronps and
suggest  measures  tn reshape
and  widen the tax hase and
imerease the clusticity of the svs-
fem, In parlicular,  the Commit-
tee has heen called upon to study
the feasibility of ndopting some
form of Value Added Tax and e

supmest  approprinte  stames [t
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which it should be extended,
Another term of reference asks
the Committee to lay down guide-
lines to ndicate how far it will be
adbvisable to assist any industry
or particulur sector of an industry
bv the grant of concessions in in-
direct taxes, having due regard
to all the normal canons of tuxa-
tion amd the balance of adminis-
trative convenience, DBesides, a
review of the structure and levels
of import duties from the point
of view of import trade control,
protection to indigenous industry
and pricing of indigenous products
aml  suggestions for changes, if
necessary, has heen called for, 1n
achilition, the Committee has been
entrusted with the tusk of supgest-
ing such changes in the adminis-
trative and  organisational sat-upy
mnd in the Constitution and taxa-
tion statutes as may be necessary
for implementing the recommen-
ikitions,

Such wide terms aré welegme
because the network of indirect
tuxation today is complicated,
lopsided and unscientifie, It is

estimuted that 80F of the tix re-
venue of the Covernment coimes
from  jmdirect  taxation,  while
income-tux ol p v Uixes
sccount only  for about a small
portion of this. The puttem of
commaodity taxation has  grown
through ad hoc imposts to such
an extent that ahout three-fourths
af the excise recefpls i drown
from a few items like pea, coflee,
sugar, tohacen, matches, kerosene,
ete, which are essential fnr the
comunon man. How far such ano-
nuilies could be removed, keep-
ing in view the reguirements of
public revenue and  accepted
capiiis of taxation, will be an bin-
portant task to  which the Jha
Committes will address itself, The
sules te, with  its cumbersoma
structure ondd variations In rates
between Stute and State, hoy be-
come n source of friction Letwean
regional authorities, hesides ope-
rating as g devitant amd 8 rosad-
black to the development of fn-
dustey wndd trade, I the Committes
mu]il.-lygup;ge-st an appropriate sys-
tem of sales tax, preferably levied
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it unilerm rotes  eosachout i
country, it will be adding a powe
ful Gllip to freee trade,

As regards the question rel
g to Value f"nhfﬁl Tax,

Committes  will have to st
whether, wnder Tndian conditio
it will be useful as o selstitg
for direct taves or can repl
excize duties and sales tax, Ses
ral survevs and studies have |:
b initiated fn examine, statist

ally wl otherwise, the suitabili

of VAT undler Inddinn condition
The wdvantage of VAT is that o
only monds bt services conld
tused, Lot it nvolves complicat
schedules too sophisticated For th
ardinary small trude ar bush
i cauntey, Theoretien] advan
ages slould ot e allowed
outweigh practical dilficulties
levat tn each country, Tt s hop
that the team of experts workin
with such an experienced adming
teator like Me, L, K, Tha will finis
their labours:  soen g give
appropriate lend to evolve a regd
listic tux swvstem,

—R. Venkataraman ({31-7-%|

CLOUDY WEATHER FOR GOLD?
5 L. N. SIMHA & D, HEMALATHA

Fon asovr 45 years now, gold has
len very much in the nows.
Mometary authorities have wanted
to acquire gold and later in the
drupes are sour fashion tried to
iscard it gradually. Efforts were
made to peg its monebary price
artifickally, for far too long, but then
the market forces asserted them-
selves, to the point that notwith-
stundling earnest efforts to delink
the mtemational currency system
from gold and turm to "paper gold®
ispectal  Drawing  Rights), the
price of gold shot up to $200 an
MINCE, a5 COTuL to the un-
clunmged olficial price of $35 il
1952, that is for abemt 38 years.
fiut, in recent months, there has
been a sharp decline, the present
Jltlriu: being a little above $100.

e appears o he a deliayed
effect of the dramatic turn of
events in the intemational mone-
tary scene in the last 4.5 years.
It will he in!&rnd:ing tn marrabe,
these developments  briefly and
tliscwss  the Tuture of gold ns o

commadity, The cmclusion may
well be that gold will continue to
glitter as a commaodity, with olfi-
vinl monetury nuthorities aned [ri-
vate citizens still eagerly clinging
on to their gold holdings.

Non-Monetary absorption of the
Yallow metal

A peculiar aspect of gold is that
bufhp?'r; production :|I:1ud official
habdings are concentrated in o few
countries.  Throughout,  South
Africa has peconmted for the hulk
of the production’ wd the 11.8.A.
hius been the bigrest holder of
gold, though its share has been
declining steadily in the last 15-20
years, as a result of a prolonged
deficit in its balance of payments.
As far as newly mined zold is
concermed, South Afrdea and the
Soviet Union are the main sup-
pliers. The decling in gold pro-
disction, outside the  communist
couindries, that mocurred  diring
the Secosd World Wer, wax manle
gond in the sixties; and wtil 1965,

there was o steaddy inorewse, Them
alter, production was practicalh
constant, Even Russian sales o
gold were meagre, However, ther
was i steady fncredse in the non
monetury  ubsorption of gold fe
jewellery,  dentistry,  fndustrid
wses mndd fnally . hoarding,

As  the officisl price  of gold
fixeedd ut 835 an ounce contimier
unchunged  from  Janoary, 198
the eflorts of the Internatiom
Monetary. Fund (IMF1 to dived
gold for monetury  porposes we
misneoesslil,. So ]{:ug as e
LS. A Tl o balamiee of Javiments
stirplus, g there was g Diolls
shortage, it was in the fntereds
of the US.A. to keep the priee
mnaltered ot 8335 per ounce, o
shie conld ohitain larger quantities
il gl for hier Dallars, Buot ever
when she mioved into the red,
the early ffties, she did not resil
From her earlier stand. The priet
of gold heesme a prestige issue
By raising the price of gold, the
Saviet hloc would stand to oain
Further, South Africa (o conntn
eondenmed by the Usnited Nations
Fow its peliey of rocial diseriming
bin} then aeconnted  For 75 per




