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determined by their fiscal position.

Toacceleratethepaceof economic developmentitisnecessarythat thestate Government shouldraiseincreasinglylarger resources.
One of the thorniest problemsfacing State financial system today in itsinability to generate adeguate resources for carrying an
expandingactivities. Inthel ndianfederal setup, thestatesplayan importantrolein acceleratingandsustaininggrowth. Thel ndian
constitution assign important responsibilities to state in many sectors such as agricultural development, infrastructure, poverty
alleviation, water supplyandirrigation, publicorder, publichealth and sanitation. I n addition, they haveconcurrentjurisdictionin
several areas like education, electricity, economic and social planning and family planning. The composition of receipts and
expenditureof thegovernment sector in | ndiareveal sthat whilethestategovernment coll ect about one-third of thetotal government
sector recei pts, theyincur morethan three-fourth of thetotal expenditureon social serviceand morethan half of thetotal expenditure
on economic services. Thestatesability toundertakeand perform thedevel opment functionsadequately and effectivelyin critically

Own Tax Revenue - A Brief:

Major sources of Tamil Nadu state's financial receipts
are: State's own tax and Non-tax revenues. The State's
own tax revenues and its non-tax revenues, net of
grants from the centre of these sources. Tax Revenue
has throughout been dominant and have become in-
creasing. State'sown tax revenue can be grouped into
three categories viz., (i) taxes such as sales tax, state
excise duty, taxes on vehicles and taxes on goods and
passengers, (ii) taxes on property and capital transac-
tions such as stamp and registration and Land Rev-
enue and (iii) taxes on income such as profession,
trade and agriculture income. The Principles sources
of revenue from State's own taxes are sales tax, state
excise and stamp and registration. Sales tax alone
accounts for nearly two-thirds of the total states own
tax revenue. Realizing the need for tax reforms, states
have switched over to Value Added Tax (VAT) regime
on the basis of the recommendation of empowered
committee of State Finance Minister with effect from
April'1'2005. Accordingly, VAT has been introduced
by 30 States/ UTsso far Tamil Nadu hasimplemented
Jan 01'2007.

Sate's Own Tax Revenuesin Tamil Nadu:

Due to the revenue loss suffered on account
of the implementation of value Added Tax the Tax -
GSDPratio of the State has dightly decreased. State's
Own Tax Revenues is estimated at Rs.33,156.09
Crores, The Tax - GSDPratio isestimated at 10.1% as
per the Budget Estimates 2008-2009 for the future
years, the overall growth in the State's own Tax Rev-
enue has been assumed at 15% The salient features of
the major components of the state's own Tax Revenue
are discussed below. The receipts under commercial

Taxes is estimated at Rs.20,797.79 in the Budget Es-
timates 2008-2009. This shows a growth of 10.8%
over the Revised Estimates 2007-2008 in 2007-2008
the loss in revenue due to the introduction of value
Added Tax in the state is higher than what was ex-
pected. Although the situation is likely to improvein
2008-20009, still there will be losses during next year.
Thecentral SalesTax (CST) hasbeen assumed at arate
of 2% from 1.4.2008 and 1% during 2009-2010. State
Excise Receipts has been estimated at Rs. 5,329.60
crores during 2008-2009. Thisis 15% higher than the
Revised Estimates 2007-2008 for the future years the
same growth rate has been assumed. A growth rate of
24% is assumed for receipts from stamp and registra-
tion fees in the Budget Estimates 2008-2009. In the
future years, receipts under this head have been pro-
jected at agrowth rate of 20%. Thereceiptsfrom Taxes
on vehicles has been projected at Rs.1,707.60 crores
for the next year, Which is 14% higher the Revised
Estimates 2007-2008. For future years, growth of 12%
has been assumed.
Composition of Own Tax Revenuein Tamil Nadu:
The combined own tax Revenue of govern-
ment of Tamil Nadu as shown in Table-1. Total sales
Tax increased from 4718 Croresin 1996-97 to 135597
Crores in 2005-06, State excise increased from 1063
Croresis1996-97 to 3177 Croresin 2005-06, Taxeson
vehiclesincreased from 425 Croresin 1996-97 to 1125
Croresin 2005-06, those giving an increase 3 times of
the Decades. However, Agriculture tax declined from
14 Croresin 1996-97 to 1 Crore in 2004-05 and Zero
tax in2005-06. And Entertainment taxesal so decreased
from 108 Crores in 1996-97 to 44 Crores in 2005-06.
Then Stamp and registration fee increased from 591
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Table-1
S | Items 1996- | 1997-[1998- [1999- | 2000- | 2001- | 2002- 2003- | 2004- [2005-06
No. 97 98 99 |00 01 02 03 04 05
1 |SalesTax 4718|4963 | 5456 |6185 | 7338 | 7532 | 8499 9767 | 11421 (13597
2 |Sateexcise 1063 | 1350 | 1721 |2011 | 2901 |2280 | 2114 1657 | 2549 |3177
3 |TaxesanVehicles 425 |460 |523 |582 |[631 |650 | 746 934 | 1015 |[1125
4 |Agricultural Tax 14 |18 38 |38 18 8 2 1 1 -
5 |Stamps& Registration|591 | 650 | 675 |798 | 900 |1001 | 1079 1316 | 1604 |2085
6 |Entertainment Tax 108 |108 |91 |86 74 68 71 75 59 44
7 |Electricityduties 151 |175 | 177 199 |219 |260 | 135 228 | 234 |95
8 |Central SalesTax 672 | 707 | 779 (813 |862 |904 | 982 1186 | 1495 |1799
9 |Entry Tax 186 |213 |[183 (221 | 276 |297 | 553 638 | 808 |[1016
10 |other Tax 96 |118 | 287 (346 |428 |444 | 606 732 | 972 |1335
11 |Total Revenue 8024 | 8762 | 9930 |11279 | 13647 | 13444 | 14787 16534 | 20167 (24273
SOURCE: Statigtical and Research Cell, Chennai
Table -2
Year Own Tax Revenues Own Tax revenues Percolate OTR
in Index T.N in T.N
1990-91 30345 3124 10.2
1991-92 35756 3734 10.4
1992-93 39868 4162 10.4
1993-94 46424 4801 10.3
1994-95 55735 5834 105
1995-96 63865 7151 11.1
1996-97 71101 8024 11.2
1997-98 81230 8762 11.0
1998-99 88995 9930 11.2
1999-00 102582 11279 11.0
2000-01 117981 13647 11.6
2001-02 128097 13444 10.5
2002-03 142143 14787 10.4
2003-04 159921 16534 10.3
2004-05 189132 20167 10.7
2005-06 224780 24273 10.8

SOURCE: Economic Survey-Various |ssues

Croresin 1996-97 to 2085 Crores 2005-06 giving an
increase of 4 times. And Electricity duty decreased
from 151 Crores in 1996-97 to 95
Composition of Own Tax Revenue in Tamil Nadu
See Table 1
Croresin 2005-06, Entertainment tax decreased from
108 Croresin 1996-97 to 44 Croresin 2005-06. Then
Central Sales Tax increased from 672 Croresin 1996-
97 to 1799 Croresin 2005-06, Entry tax is increased
from 186 Crores in 1996-97 to 1016 Crores in 2005-
06. Other taxesalso increased from 96 Croresin 1996-
97 to 1335 Crores in 2005-06. Total Revenue of own
tax Revenue substantial improvement from 1996-97
to 2005-06.
Trend in Own Tax Revenue in Tamil Nadu

The State'sown tax Revenuetrends observed
in Own Tax. Revenue it is means Receipts of State
government and Own tax revenue in Tamil Nadu and
percentage of contribution of Tamil Nadu. It is ob-

served own tax Revenue in Tamil Nadu has increased
from 3124 Croresin 1990-91 to 24273 Croresin 2005-
06. Its share in the State's won tax revenue increased
from 10.2 percent in 1990-91 to 11.6 percent in 2000-
01. Thisindicatesthe growing contribution of revenue
over aperiod of time. However, it showed a stagnation
of trend and it was 10.5 percent in 2001-02 to 10.8 in
2005.06

Trend in Own Tax Revenue in Tamil Nadu

See Table 2

The Future:

Thetax GSDPratio of thestatein 9.5% State's
owntax Revenueisestimated at Rs.44964 Croresfrom
2010-2011 and projection from at Rs.52943 in 2011-
2012 to Rs.60449 in 2012-2013. The Salient features
of the Mgjor Component of the State's OTR. The re-
ceiptsunder commercial Tax in estimated at Rs.26851
Crores in the Budget Estimates 2010-11. This takes
into consideration a growth of 15% over the revised
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estimate 2009-10 growth rate of 20% and 15% has
been projected for 2011-12 and 2012-13 respectively.
States Excise receipts has been estimated at Rs.7508
Crores during 2010-11. This is 15% higher than the
revised Estimates 2009-10, for the future years. 15%
growth rate hasbeen assured. Therecei ptsfrom Stamp
duty have witnessed asharp fall in 2009-10 asaresult
of the economic showdown. However, itisexpected to
have a good growth in future. The Budget Estimates
for 2010-11 is Rs.4096 Crores which assures 20%
growth over the revised Estimate fro 2009-10. In the
future years, receipts under this head have been pro-

jected with a growth rate of 15%. The receipts from
taxeson vehicleshasbeen projected at Rs.2396 Crores
for the next year. For the future year, growth 15% has
been assured.

Conclusion:

The State has achieved all the targets set by
the Union government regarding revenue deficit and
fiscal deficit in the last four year. The State isin a
position to comply with the fiscal correction path laid
down by the thirteenth Finance Commission. By 2011-
12 revenue deficit can be eliminated and fiscal deficit
can be limited with in 3% of the GSDP.
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