
CONSTRAINTS OF RESOURCE MOBILISATION IN NORTH-EAST INDIA 

 
The North-Eastern region of India is a region typically characterized by a greater 

dependence on agriculture. Around 90 percent of its population depends on agriculture as a main 
source of livelihood. The region is also unique in the sense that a majority of the people residing 
here are mainly the tribal population. Significant development has been witnessed in different 
spheres in these economies, since independence.  Yet access to opportunities for a ‘reasonable 
minimum’ standard of living in the region is comparatively lower to that of other states of the 
country. The fiscal health of the different states in the region is by no means encouraging at all, 
where the states’ own tax revenue contributes hardly 17 percent of the total tax receipts of the 
states. In these states where their own tax revenue contributes no more than 10 percent the states’ 
income, the aggregate government expenditure constitutes as high as 115 percent. 
 As a result, North-Eastern states have developed a dependency syndrome as is evident 
from an explosive cycle of public expenditure growth in most of the states. Coupled with this, 
there is an increasing demand for grants-in-aids and other Central assistance to help bridge the 
gap of large budgetary deficits. This reflects an inadequacy on their part to generate enough 
resources to meet the changing volatile fiscal situation. A number of factors could be attributed 
to such a state of affairs: 

i. low level of economic activities coupled with a low level of economic base, which 
may be considered as a product of low level of infrastructural development. 

ii. emergence of a parallel economy not only due to flourishing trade of imported goods 
and commodities from the neighboring countries but also due to the various fringe tax  
benefits of direct taxation particularly of Income tax  and lastly 

iii. social unrest and political instability that these economies experience from time to 
time. 

As a whole, the repercussion from all these forces at work has resulted in various 
leakages not only in tax generating capacity but also in narrowing down the tax base of 
various taxes in the region. If we are to assign a cause-effect relationship to this type of 
vexed problem then we can argue that the failures on the part of the state governments in this 
region to mobilize adequate financial resources in order to carry out their various 
developmental plan programs, has been mainly responsible for their low level of economic 
activities, low level of economic base and their final culmination in the form of social unrest.  
If we assign a terminology to this poor state of affairs in the fiscal front, we may term it as a 
tribal fiscal dilemma.  

 In a welfare characterized state, fulfillment of social desire to have a better quality of life 
is dependent not only on the capacity of the government to mobilize adequate resources but 
also on the degree of momentum of the economic activities that a state in question attains. In 
the absence of a desired level of economic tolerance to the expanded economic activities, 
mobilizations of adequate resources for carrying out their developmental works are left to the 
mercy of taxable capacity of the states. It can be argued that the low level of tax efforts in 



these economies might be due to the inherent societal value structure as well as the prevalent 
economic and institutional structures which has hindered rather than accelerated the desired 
rate of accelerated economic growth. This has led these economies in to a situation where 
we carry forward with 19th century mindset, 20th century processes and 21st century 
needs. We, in the north-eastern states want economic development but we do not want basic 
infrastructural facilities. This is nothing but egg-omelet dilemma. We can’t preserve a 
given unit of egg in refrigerator and simultaneously take omelet out of it. For taking omelet, 
we will have to break the egg. Breaking the egg and taking omelet out of that has a cost and 
the associated benefit is good health. The question that arises here is how long we can 
preserve the egg in a refrigerator? Preserving the egg entails the benefits foregone for not 
having omelet out of it. If, we preserve the egg for a longer time period, it may get rotten and 
finally we have to throw it out. In this case, we forego both the benefits of preserving the egg 
and taking omelet out of it. 

 If, it can be argued that the economic activities stems from the societal needs and 
aspirations and which in turn is a product of   social, economic and cultural values that 
remains a logical off-shoot of the very mind set of the people then we have every reason 
to argue that the correlation between the economic activities which is considered to be 
the economic base of taxation and the tax effort of the society is a positive one. The 
moment we take tax effort as a product of the ongoing process of economic activities, then 
the low level of tax efforts in these economies can be visualized in terms of a low and limited 
level of economic activities. The interplay of these two forces can be taken as a starting point 
for any systematic attempt to explain the economic implications of the tax effort of the region 
to attain a desirable rate of economic development.   
 The intricate relationship between the set of variables implicitly describes the 
existence of tribal fiscal dilemma. A plausible exposition/model based on these arguments 
can therefore be developed. 
 

Tax Efforts 
↓ 

Economic Activities 
↓ 

Societal needs and Aspirations 
↓ 

Social, economic and cultural values 
↓ 

Mindset of the people. 
 
 

The mind set is invariably linked to a society’s fabric and is a witness to its process of 
social and economic change. The dynamism in the mindset is hence associated with the 



contemporary changes in the economy and society, both on the external and internal fronts. 
In the external front what warrant such change are the political, economic, financial, social, 
legal and technological changes. Changes in the internal front can be attributed to changes 
within the individual themselves-to make the individuals more responsive to societal needs 
and aspirations. More precisely, a paradigm shift from the perceived social value to the real 
social value. This would have an impact in effecting a change in how a given society goes 
about organizing and understanding reality. 

Experience shows that developing countries are still largely in the stage where their 
development occurs through the evolution and expansion of social organizations, though 
factors from the previous and subsequent stages are certainly active(….) The economically 
advanced countries, on the other hand have matured to a level where trust has become the 
prime mover for further development. This stage will reach maturation and evolve into a still 
more advanced stage of mindset when the trust and confidence be extended to not only the 
social organizations but to every individual citizen. 

A situation as reflected in the preceding paragraph has actually taken its sway in the 
North Eastern Region of the country. The paper thus argues that the relatively low level of 
tax efforts in the North Eastern Region is basically the product of a static mindset. 

`  Unless one can bring into the system a value loaded transformation to    the existing 
societal order, one would wonder any effort on the part of the government can really change 
the fiscal scenario in terms of raising financial self reliance from the clutches of financial 
dependency syndrome that these economies experience. 
 The question therefore that requires attention is, whether our schizophrenic approach and 
attitude to economic development which has resulted in a narrow economic base? If any 
change towards a better living involves certain costs it is better to bear the burden at present 
or else it will become costlier for posterity. As Marx argued that a growing and dynamic 
society often breaks down due to inner contradictions. The inner contradictions in societies 
remains a classical off-shoot of a saturated service sector, non-existent industrial sector 
coupled with poor infrastructural footings. All this culminates in a static economic base 
thereby limiting the taxable capacity of the tax effort of the states. 
 

THE ISSUES: 
           In the back drop of the above facts, the study argues that the remedial approach to tackle 
the ever increasing fiscal gap lies in attaining an appropriate degree of financial self-reliance. No 
doubt, any attempt by the state governments to achieve financial self reliance will depend upon a 
sound fiscal capacity.  Further, a sound fiscal capacity of a state remains the logical off-shoot of 
a highly productive, responsive and efficient tax structure. To what extent North-Eastern states’ 
tax system adheres to the notion of sound fiscal capacity remains an open question. 

 
          The study covers a period of 39 years from 1971-1972 to 2009-2010. This is a period 
during which the North-Eastern States’ economy has passed through phases of both upswing and 



downswing owing to wide fluctuations in their agricultural sector as well as political instability 
and social tensions. Further, this entire period witnessed political instability and social tensions 
leading to substantial changes both in its expenditure and taxation policies in the entire North-
eastern States. Two major research questions that we have touched upon in this context are:   
           (i) to measure the extent to which the revenue capacity of these states’ tax system has 
been realized and  
         (ii)to assess the overall success of government measures to increase revenue potentialities 
of the tax system and the North-Eastern states’ overall capacities to raise the tax-income ratio 
overtime. 
 
There are six available indicators to assess North-Eastern states’ performance with respect to the 
above two objectives. These indicators are: buoyancy and elasticity, compound growth rate, 
marginal tax rate, tax ratio and tax effort of the tax system in vogue. Of these six indicators, the 
tax ratio measures generally do not indicate the efficacy of the revenue structure of the state 
governments as they do not take into account the taxable capacity. Thus, we are left with the 
choice of applying the compound growth rate and marginal tax rates and elasticity and buoyancy 
coefficients to the tax structure so as to assess directly the productivity, efficiency and 
responsiveness of states’ tax structure. So, it is clear that, if the state's tax structure satisfies four   
conditions, namely, that:  

(i) the marginal tax rate increases with every increase in per capita income;  
(ii) average tax rate responds positively to the changes in tax base,  
(iii) the buoyancy of taxes is substantially higher than unity; and  
(iv) the elasticity is equal to or marginally greater than unity,  

Then it can be said that the states tax system/ resource mobilization programmes have performed 
satisfactorily, given its relative taxable capacity. The effectiveness of North-Eastern states’ tax 
system is assessed in the context of these four norms.  
 
DATA ON STATE TAXES 

The study has been based primarily on the secondary sources of data. The main sources 

of data are; Annual budgets/Finance account of the various state governments including their 

memorandum submitted to the various finance commissions for the period covered by our study. 

Whenever possible, the budgetary data relating to India published in CMIE and RBI annual 

reports on Currency and Finance were used and consulted. We have also used wherever possible 

the budgetary data relating to India as published from time to time in the Reserve Bank Bulletin 

and the RBI annual reports on Currency and Finance.  

Methodology 



The data has been analyzed with the help of suitable statistical techniques and the results 

obtained have been subjected to relevant economic logic. A brief account of the three indicators 

adopted in the study to assess the tax efforts measures of the North-Eastern states is presented in 

the following paragraph. 

(i) Compound Growth Rates: 

To analyze the relative growth of different sources of tax and non-tax revenues, 

exponential growth rates were calculated by using the formula: 

Y = aert 

Where, Y is the revenue from a particular tax or non-tax source as the case might be and 

`t’ is the time period and `r’ is the growth rate. The least square estimate of the above formula 

has been worked out to arrive at the exponential growth rate figures.  

(ii) Average and Marginal Tax Rates 

In order to have a more meaningful analysis of the changing tax-income ratio, we have to 

relate the Average Tax Rate with the Marginal Tax Rate. The purpose of relating these two 

measures of the tax-income ratio is two fold.  

       First,. The marginal tax rate determines the range and extent to which the tax ratio increases 

in the context of an increase in income over time. It is generally assumed that a high marginal tax 

rate is a product of higher per capita income.  

       Second, the Average Tax Rate indicates the degree of variations in the tax revenue with 

respect to changes in the tax base.  

The Average Tax rates (ATR) have been calculated using following formula: 

ATR = Amount of taxes collected ÷ Size of the taxable base 

  

The formula may be described symbolically as follows: 

 If, ARi and PBi are the actual revenue and the potential base respectively for the ijth tax in 

the state, then, the average tax rate is: 

ATRi = 
PBi

ARi
 

For estimating the Marginal Tax Rate (MTR), the following formula is used.  

MTR = Absolute change in Tax Revenue ÷ Absolute change in Tax Base  

 



or, symbolically, we can put it: 

          ∆ TR 

MTR  =  --------- 

           ∆ TB 

Where,  MTR = Marginal Tax Rate 

  ∆ TR = change in Tax Revenue,  and 

                    ∆ TB = change in Tax Base. 

 

(iii) Elasticity and Buoyancy 

There are two aspects of tax realization and we intend to analyze both of them, one is buoyancy, 

and the other is elasticity, although the resultant of these is total tax collection.Presenting these 

aspects symbolically, 

    T = f (B)  ......................     (1) 

            and T = f (B, Y)  ......................   (2) 

Where,    T = Tax revenue 

    B = Tax base 

    Y = State income, 

assuming that, tax revenue is influenced partly by tax base and partly by state income, the log-

linear version of (2) above is given by,  

  log T = a1 + a2 log B + a3 log Y + €      ........   (3) 

where the elasticities of ‘base’ (B) and ‘income’ (Y) are given by the regression coefficients a1 

and a2 respectively, and € is the error term. Here ‘B’ could be replaced by other variables since 

discretionary effect (D) of tax realization is the joint effort of (1) change in tax rate; (2) 

multiplication of levies; (3) extension of taxation to new areas of income; (4) conversion of 

specific taxes to ad valorem taxes; (5) substitution of single point tax by double or multipoint 



tax; (6) tax rebates, exemption of tax ‘holidays’, but if we assume that there is perfect correlation 

between ‘B’ and ‘D’ then whether we take 

    T = f (B, Y)   

  or  T = f (D, Y)  .................   (4) 

would not make any difference. 

The total tax collected can be functionally represented as 

    T = TD + TY  ................   (5) 

Where 

 TD = Tax response due to discretionary changes 

 TY = Tax response due to income changes 

By adopting the foregoing method, we can also isolate ‘income’ or ‘discretionary’ effect, which 

enables us to estimate either the automatic response or the discretionary response that constitute 

the total tax revenue. Thus, for our  analysis we have considered the following equations 

  T = ao + a1Y +  €1                      ..........  (6) 

  TA = a2 + a3Y +  €2            ..........  (7) 

 and T = a4 + a5Y + a6 D +  €3    ..........  (8) 

In fact, equation (8) may be treated as the ‘source equation’ of (6) and (7) where, 

  T = Actual tax revenue realized 

           TA = Adjusted tax revenue after taking out discretionary effect from (6)                          

Y = State income 

              and    D = Discretionary changes 

Here the equation (6) gives the measure of buoyancy of tax revenue and equation (7) gives the 

measure of elasticity of tax revenue. The source equation (8) gives the measure of total 



responsiveness of tax system, which can be decomposed into ‘income response’ and 

‘discretionary response’. For the analysis of buoyancy and elasticity the following equation was 

considered, 

Empirical Analysis 

The analysis carried out so far suggests that the North-Eastern states have made half-

hearted tax efforts during the period under study as a matter of which the observed anomalies in 

the states’ tax system has been the resultant out come in recent years. 

An analysis of the compound growth rates of states’ own taxes, total taxes and state 

income as presented in Table:1 reveals the following. 

Thus, the inferences that follow from the above analysis are as follows: 

 

1) it is interesting to note that the percentage share of the State’s own tax revenue in the NSDP 

has increased at a much slower rate than the velocity ascribed to total tax revenue. 

2) If  tax-income ratio is to be considered as the simplest measure of tax effort, the results of the 

analysis reveal that all the states under consideration fare rather poorly on this front, and 

3) Lastly, the failures of the states to mobilize adequate resources have resulted in a greater 

reliance of the states on shared taxes. 

It is observed from the foregoing analysis that the rate of growth of State’s Own Tax 

revenue is much lower than the rate of growth of the state’s share in shared taxes. Further, it is 

interesting to note that the relative importance of states’ own tax revenue have established a 

somewhat erratic behavior though it has registered a trend towards an increase in all the states 

under consideration. It may be added here that all the states of North-Eastern region depend 

much more heavily on the shared taxes as the most plausible source of resource mobilisation as 

evident from the exponential growth rate figures of the respective states. This clearly shows the 

increasing dependence of the states on the central devolutions. Thus, judged from the angle of 

the states’ own effort, the states’ revenue performance have been rather dismal in the sense that 

all the states raised a lower proportion of revenue in relation to the other sources of revenue, viz., 

shared taxes and non tax revenue.  

 

AVERAGE AND MARGINAL TAX RATES 



The analysis of average and marginal tax rates that we carried out are not only for the 

aggregate revenue but also for shared taxes and State’s Own Tax revenue and is presented in 

Table.-2. 

The finding based on the above analysis reveals that the average tax rate in case of State’s 

Own Tax revenue in all the states has recorded a uniform pattern in the entire plan periods 

covered by the study.  It suggests that for all practical purposes, there exited a shift in the pattern 

of tax revenue since the fiscal year 1986-87. And, by and large, the average tax rate seems to 

have registered a moderate increase for the State’s Own Tax revenue and no doubt, a greater 

increase for the shared taxes.  

Further, the disaggregation of the total tax revenue into those accruing to the State’s Own 

Taxes and shared taxes, respectively, clearly suggest that a major chunk of the increase in the 

overall revenues has to be accounted for shared taxes. On an average, out of  the 24 per cent of 

the state’s income taken away by the State and the Union Government in the year 2007-2010, 

20.30 per cent was by the Union Government alone and the rest 3.60 per cent by the State 

Governments. In other words, the central government has collected more than 85 per cent of the 

total revenue, and the contribution of the States was only 15 per cent. 

Thus, it is evident that all the states have performed rather poorly in mobilizing adequate 

resources from their internal sources for the purpose of carrying out their own developmental 

plan programmes. This trend no doubt talks about the poor resource base of these economies. 

Therefore, in the absence of additional means to mop up adequate revenue, all the states are far 

from goal of financial self-reliance, which has necessitated them, to depend much more heavily 

on the federal transfer to meet the growing demand for public expenditure. As a result of the 

intensified adherence to the principle of fiscal deficiency, the  North-Eastern states have shown a 

distinct trend of rapidly growing financial dependence on federal transfers. 

Elasticity and Buoyancy Estimates 

The buoyancy and elasticity estimates and its related statistical results are presented in Table 

– 3 and 4. Buoyancy estimates reveal that Tripura recorded the highest buoyancy coefficient 

(1.4387) in case of the states’ total tax revenue. It is observed that buoyancy coefficients are 

greater than one in case of all the states for the states’ total tax revenue. The buoyancy 

coefficient for  the total own tax revenues works out as 1.3045 for the state of Tripura, which 

means over the period under review, every one percent increase in State Income on an average is 



associated with 1.3045 percent increase in tax collections. A relatively lower buoyancy 

coefficient is observed for the states of Arunachal Pradesh, Nagaland and Mizoram. Relatively 

this lower response coefficient during the period suggests that the lower tax yields are on account 

of insignificant efforts made by the respective state governments to modify the tax structure 

towards additional resource mobilization.  

Comparing States’ own total tax revenue and shared taxes, we found that the buoyancy 

coefficient is slightly higher for shared tax revenue than that for States’ own total tax revenue for 

the period 1972-73 to 2009-2010. This indicated that the changes in State's Net Domestic 

Product (NSDP) led to larger increase in State's share in Union taxes than in State's own tax 

revenue.  

Elasticity estimates indicate that with respect to State Income, the elasticity of the State's 

total tax revenue works out as high as 1.3296 for the period from 1972-73 to 2009-2010 in case 

of the state of Tripura. Assam emerged the second state in terms of its elasticity coefficient as 

regards to its total own tax revenue (1.2968). The elasticity coefficients of total tax revenue was 

worked out to be lowest in case of the state of Arunachal Pradesh (1.0147). The low elasticity 

coefficients in case of Arunachal Pradesh, Nagaland and Meghalaya suggest that these States did 

not resort to any stringent discretionary measures to improve the tax yields during the period 

under study. 

The overall trends of revenue from taxation in North-Eastern States show a steady 

increase over all the plan periods covered by the study. But, a close examination of these 

especially in relation to state income indicates that the automatic response of the tax structure has 

not improved at a rate that has been ascribed to it. This might have been due to various leakages 

in income-expenditure flow or may be due to the failures on the part of the state governments to 

check out flow of income to the other states or to various tax heavens. All these factors taken 

together might not have facilitated much to improve the automatic growth of tax receipts.  

Concluding Remarks: 

From the available evidence, it is seen that taxation policy of the States have not able to 

bring about any significant change in the overall resource mobilization programmes to meet its 

ever increasing demand for public expenditure. This has led to utter dependence of the States in 

the region on the Centre and their dependence is on the increase over the years as tax efforts 

measures have become a self-defeating proposition, where social interest continues to outweigh 



the economic interest of the society. This is evident from the political intolerance in bringing to 

the system a adequate built-in flexibility on the resource mobilization front.  

 

Policy Implications: 

The problem of state finance has to be treated alongside the problems of societal needs and 
aspirations, societal attitude, cultural values, institutional value judgment, politics and public 
administration with a general sense of proportion and a certain degree of inherent dynamism. 

 
This can be achieved by bringing a complete integration of economic and social institutions. 

The role of integrating the two can actually be brought about by bringing dynamism to the static 
mindset. There is no dearth of such organizations but it is their responsiveness along with the 
society, bureaucrats, and policy makers that can make it possible to come to grips with the 
problem which demands and will continue to demand attention at all times to come. It is such an 
outlook on the part of the political and policy makers that is the need of the hour. 

Formulation of fiscal policies should not be left to the political gimmicks of political parties 
that stay in power, but it should be left to the grounded realities of social and economic 
aspirations and concerns of the masses. What emerges therefore is that an expansion of the tax 
base of the region could be affected through an expansion of economic activities. This in turn is 
dependant to a large extent on the value system prevailing in the region in question. If there is a 
trickledown effect, then such expansion of activities should seep through the different layers of 
the society, culminating in an expanded base for taxation. But for that to take place the essential 
prerequisite is a dynamic and progressive society. If a transformation to the superstructure or the 
economy wide total is to be effected a greater change is warranted in the economic foundations 
of that society. This would therefore disprove the trickledown effect and rather appears to 
suggest a “reverse” flow as the pre-condition for takeoff. The notion of a government induced 
developmental effort would required to be shed off and a socio-cultural fabric be structured. As 
long as we continue with our schizophrenic approach to economic development it will remain 
elusive to achieve. 

 
 
 
 
 
 
 
 
 
 
 



Table 1.: Compound growth rates of states’ own taxes, total taxes and state income  
 
 
States Growth of own 

Tax Revenue 
Growth of total tax 
revenue 

State Income 

Nagaland 18.5707 + e.16927t  
R2 = 0.9621 
 

228.606 + e0.1883t

  R2 = 0.1789 
 

2025.308 + e0.1138t 

R2 = 0.1427 

Meghalaya 0.1711+ e 0.1671t 
  R2 = 0.9882 
 

0.9657+ e 0.1859t  
R2  = 0.9628 
 

23.7504+ e0.1468t, 
  R2  = 0.9851 

Assam 0.8675 +e 0.16845t 
R2 =0.9356 

112.341 + e 0.1926t 
R2 = 0.8569 

19.8395 +e 0. 1579t 
R2 = 0.9206 

Mizoram 5.6724 + e 0.14357t 
R2 = 0.7893 

56.3954 + e 0.1748t 
R2 = 0.8694 

1045.521 + e 0.0932t 
R2 = 0.3576 

Manipur 2.4563 + e 0.1498t 
R2 = 0.9043 

234.3691+ e 0.1648t 
R2 = 0.8945 

59.328 + e 0.1358t 
R2 = 0.9381 

Arunachal Pradesh 112.5371 + e 0.1103t 
R2 = 0.8426 

26.7654 + e 0.1365t 
R2 = 0.9163 

182.4520+ e 0.09742t 
R2 = 0.8930 

Tripura 11.592+ e 0.1648t 
  R2 = 0.9115 
 

0.9437+ e 0.1941t 
  R2 = 0.9031 
 

44.872+ e 0.1038t 
  R2 = 0.8930 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Table 2: Average and Marginal Rates of taxation in North-Eastern States from 1971-72 to 

2009-10 (in crores)  

  
0 1 2 3 4 5 6 

  
Year 

Average Tax Rate on Marginal Tax Rate on 

Total Tax 
Rev. 

State’s 
Own Tax 
Rev. 

Shared 
Taxes 

Total Tax 
Rev. 

State’s 
Own Tax 
Rev. 

Shared 
Taxes 

1971-72 3.80 2.60 1.20 4.50 4.00 0.50 
1976-77 5.60 4.00 1.60 -1.52 -3.70 2.18 
1981-82 5.70 3.80 1.80 5.22 3.70 1.52 
1986-87 29.00 4.60 24.40 18.14 0.09 18.05 
1991-92 21.12 2.80 18.30 23.20 3.00 20.20 
1996-97 16.60 3.00 13.50 50.86 7.15 43.71 
1997-2002 22.30 3.70 18.60 50.20 4.85 45.35 
2002-2007 21.60 2.80 18.80 44.40 -19.37 63.77 
2007-2010 23.90 3.60 20.30 51.60 4.50 47.10 
 

 



1TABLE 3 
 

BUOYANCY ESTIMATES OF SELECTED GROUPS OF TAXES FOR THE PERIOD FROM 1972-73 TO 2009-10 
 
Tax Groups                                                                                                                                                  States                                                       
                                       Assam                    Arunachal Pradesh             Mizoram                      Nagaland                     Tripura                    Meghalaya                         Manipur 
                             BUOYANCY       R2            BUOYANCY       R2        BUOYANCY       R2    BUOYANCY       R2    BUOYANCY       R2  BUOYANCY       R2    BUOYANCY       R2 
                          COEFFICIENT                     COEFFICIENT                  COEFFICIENT            COEFFICIENT            COEFFICIENT            COEFFICIENT            COEFFICIENT   
 
 State’s Total        1.4021           0.9474         1.2146          0.9269         1.2954            0.9128     1.3092        0.964       1.4387        0.9159     1.3481         0.9158      1.4002       0.9348                                 
Taxes                 ( 15.2482)                             (19.7265)                         (10.8360)                        (31.374)                   (19.5920)                   (16.2857)                      (7.7210)                                                 
 
 
State’s Own          1.2982            0.9528        1.0258          0. 9057       1. 2587          0.8930      1.1747         0.944      1.3045        0.8432      1.2057         0.9037      1.1743       0.9262  
Taxes                  (52.9256)                            (7.7318)                         (27.4216)                         (28.720)                   (20.6258)                     (21.5294)                      (14.6420) 
                                      
Direct Taxes         1.1128            0.9346      1.2253           0.8153        1.1137            0.9127      1.1049         0.930      1.1604        0.9320        1.1884         0.9371      1.1086     0.8735 
                            (26.6246)                          (9.4169)                          (17.5297)                           (32.581)                 (32.5817)                      (21.8205)                     (13.6423) 
Indirect Taxes      1.2865            0.9502        1.0803          0.9021        1.2856            0.9320      1.2026        0.894      1.2957        0.9021       1.2967          0.9537      1.2013      0.9102  
                            (5.4742)                             (51.3680)                      (14.3710)                           (19.472)                  ( 17.4729)                      (7.6271)                        (10.4821) 
Shared Taxes       1.4867             0.9025       1.3157          0.9377        1.3044            0.8753      1.4681       0.969      1.4854         0.9148        1.4046          0.9430      1.4620     0.9027  
                            (6.4826)                            (9.7327)                         (21.6301)                          (23.047)                   (15.5662)                    (5.3629)                          (7.3024) 
Taxes on              1.2968            0.9195        1.1023         0.8732        1.1471            0.9275      1.3046        0.883     1.3003         0.9327        1.2803          0.8957      1.2179      0.9266 
Capital                (23.5472)                           (7.8226)                       (12.0654)                           (18.792)                   (8.6428)                     (13.7046)                       (16.5268) 
Transaction    
                             
Taxes on Income     1.3966        0.8040       1.1004           0.9379       1.2962            0.9130      1.3079        0.904   1.3205           0.8954        1.3048          0.9164     1.3741       0.9406                                 
      and                 (32.6472)                         (8.9460)                         (37.5802)                         (21.760)                 (11.8257)                        (9.2764)                            (9.8630)  
Expenditure  
               
 Taxes on                 1.3058         0.9480     1.2056            0.9307      1.3006               0.9507      1.2795        0.897   1.3204          0.9250         1.3306         0.9474     1.2905      0.9067  
Commodities         (18.7284)                     (8.5047)                           (27.8194)                           (18.157)                 ((19.3749)                      (10.3672)                        (13.2624) 
 
 
Note: Figures in the parentheses represents‘t’ values of the regression coefficient. 
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TABLE.4 
 

ELASTICITY  ESTIMATES OF SELECTED GROUPS OF TAXES FOR THE  PERIOD 1972-73 TO 2009-10 
 
Tax Groups                                                                                                                                                  States                                                       
                                       Assam                    Arunachal Pradesh             Mizoram               Nagaland                        Tripura                 Meghalaya                        Manipur 
                             ELASTICITY    R2               ELASTICITY        R2        ELASTICITY        R2    ELASTICITY        R2    ELASTICITY       R2   ELASTICITY        R2    ELASTICITY        R2 
                           COEFFICIENT                  COEFFICIENT              COEFFICIENT             COEFFICIENT          COEFFICIENT         COEFFICIENT              COEFFICIENT   
  
 State’s Total        1.2968           0.9173         1.0147          0.9137        1.2349         0.9140      1.1872        0.9104      1.3296         0.9125     1.2056        0.9347     1.2768          0.9146                                 
Taxes                 ( 26.4729)                         (11.5281)                          (9.6027)                       (19.3201)                     (7.4809)                       (8.3801)                    (10.6357)                                                  
 
 
State’s Own          1.1757          0.9271        1.0037          0. 9352       1. 1357       0.9037     1.1019          0.9201      1.2103         0.9027    1.1164        0.9056       1.1973          0.9358  
Taxes                  (9.3621)                          (6.8840)                              (7.5531)                   (10.5196)                      (8.7291)                    (10.9501)                    (12.8205) 
                                      
Direct Taxes         1.0275          0.9316        1.0003            0.9010        1.0726       0.9244    1.087            0.9077      1.0742         0.9250    1.2376         0.9472     1.1205           0.9520 
                           (10.4839)                        (10.5477)                      (21.3742)              (16.6193)                     (17.5103)                (10.8307)                (17.9032) 
Indirect Taxes      1.1869           0.9140       1.0013            0.9267         1.1107       0.9304    1.1054         0.9360      1.1634        0.9312    1.207         0.9203         1.1706            0.9742 
                            (8.2488)                          (29.6518)                          (10.8013)                     (7.3058)                   (14.7258)                     (9.8490)                         (14.6217) 
Shared Taxes       1.3120           0.9263      1.0466             0.9092        1.2072         0.9162    1.2733         0.9152     1.3452       0.9242     1.3692        0.9376       1.3948             0.9047  
                            (8.7371)                          (12.0728)                            (6.4780)                      (12.7041)                 (12.7730)                    (11.6027)                       (6.5081) 
Taxes on              1.1179           0.8947      1.0732             0.8974          1.0823       0.9108    1.1747          0.9202    1.1873        0.8970    1.1169        0.9166       1.1647             0.9302 
Capital                (5.3602)                           (8.7361)                           (12.3845)                     (7.6057)                    (13.4069)                      (14.8550)                   (11.7920) 
Transaction    
                             
Taxes on Income 1.3013            0.9028      1.0259             0.9413          1.1073     0.9322   1.2015          0.9357     1.2057          0.8804    1.2724       0.8820       1.1806           0.9466                                   
      and                 (18.0476)                       (13.7107)                           (22.4605)                (14.2947)                    (11.8302)                      (7.5862)                    (14.4769  
Expenditure   
               
 Taxes on                 1.2750        0.9262      1.1270             0.9178         1.2057      0.8940   1.0731          0.8930      1.3017        0.9057    1.2992      0.9404       1.1374             0.9109  
Commodities         (15.8106)                      (12.3954)                           (18.7105)                 (20.6702)                     (9.7158)                     (16.3826)                 (16.7028) 
 
 
Note: Figures in the parentheses represents‘t’ values of the regression coefficient. 
 
# # We are not presenting these equations because they are not at all reliable due to small R2. Net due discretionary measures has been calculated by taking the difference of 
Buoyancy and elasticity Coefficient. 
 

 
 

 


