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THE INCOME RESPONSIVENESS OF STATE TAXES
IN MAHARASHTRA

‘The  objective of the present study is to analyse the
income responsiveness of .the State tax revenues in Maharashtra
for the period from 1961-62 to 1978-79 and compare it with
that of a few other States, More specifically, it attempts
to quantify the variations in -State tax revenues that occur:
concurrent with a-given change in ‘the State domestic product
(SDP) of Maharashtra, -‘Broadly speaking, such a study helps us
to know the extent of resource transfer through taxation from
the private sector to the government consequent on a given
change in the SDP, - Moreover, to the extent the relationship
betuween tax revenues ‘and SDP remains stable over time and
given the future course of SDP, a knowledge of the guantitative
magnitude of such @ relationship can be fruitfully utilised to
forecast tax revenuss,

‘Tuo statistical measures are generally used to judge
the relationship between growth of income and that of taxes.
They are: (i) the buoyancy coefficient and (ii) the elasticity
coefficient, The former is defined as the percentage change
in the actual tax revenue (revenue from a single ﬁax or from
a group-of taxes, as the case may be).concurrent with a 1
per cent change in income and the latter as the percentage
change in the tax revenue under a given tax structure
concurrent with a 1 per cent change in income, Thus the
basic difference betuween the two measures is that the
elasticity reflects the responsiveness of the tax system to

changes in income uhereas the buoyancy captures the responsive-~



ness of the tax system to changes in income -and changes in the
tax structure taken together. 1% follous that the elasticity
is equal to the buoyancy if the tax rate structure does not

undergo any change during the period under considsration,

In the present study, we ‘analyse the income responsive-
ncss-of State tax rovenues in terms of both these measures,
Analytically, given the policy-determined tax rate structurc
of individual taxcs, the income responsiveness of rcvenue
from a tax system is a product of the responsiveness of the
tax revenue to the aggreogate tax base and the responsiveness
of the aggregatec tax base to income,  The aggregate tax base
is made up of several -individual tax=bases, - ‘Thus, the
composition of the tax system in terms of ‘the rolative impor-
tance of the individual taxes is of crucial importanpce in
determining - the income rosponsiveness of a-tdx system. For
example, a tax system which consists mainly of thosc taxes the
bases of which are highly income inelastic could be cxpected -
to exhibit lower income responsivenass than one which is made
up of taxcs having highly income clastic bases, Accordingly,
in ‘Section 2, we present the trends in the composition of the
tax system in Maharashtra for the pcriod from 1961-62 to
1980-81, In Section 3 ue prescnt thec estimates of buoyancy
coefficient for the major State taxes in Maharashtra and
compare them with buoyancy coefficicents of State taxes in a
few other States, - In Section 4 we present the corressponding
estimates of clasticity, In Section 5 ue summarize the
ma jor conclusions of the study. The detailcd regression
results and a discussion of the sources of data used for

the regressions are given in the Annexure,



2. The Composition of State Tax Revenue in flaharashtra

Table 2.1 presants-the caomposition of State tax
revenue in Maharashtra, It is noticeable from the table that
the general sales tax has been the most important singie source
of tax revenue in Maharashtra, On an average, it has accounted
for around 40 per cent of the yearly State tax revenue during
the period from 1961-62 to 1980-81, Next to the general sales
tax, the Central sales tax has been the important source of
tax revenue, UWhereas the proportion of tax revenue accounted
for by the general sales tax has remained more or less stable
around 40 per cent, that accounted for by the Central Sales
Tax has approximately doubled from around 8 per cent in 1961~-
62 to around 17 per cent in 1980-81,

Put together, these two taxes contributed around 50
per cent and 60 per cent of the total tax revenue in the
'60s and '70s, respectively, Except in a few years, the
rest of the tax revenus has  been almost eveniy distributed
among the following taxes: the State excise duty, the
motor spirit tax, the motor vehicles tax, the purchase tax,
the passenger and goods tax, the entertainment tax, the
electricity duty, stamps and registration fees and land
ravenue., . Thesg figures speak in no uncertain words of the
very high concentration of the sources of tax revenue in
Maharashtra,:

The general sales tax in Maharashtra, the mast
important single source of tax revenue, is basically a tax
on the sales within the State of almost all types of indus-
trial and several agricultural goods. The Coentral sales

tax is a tax on the exports of goods from Maharashtra to
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tho other States, ‘As such, it stands to recason that the sales
tax base forms a sizeable proportion-of the domestic product
of Maharashtra and moves very closcly with it,

It ‘is difficult to make similar g prigri judgements
about the relationship between the bases of the other taxes
and -SDP since cach of these is ‘basically a tax on a particular
type of commodity or service or transaction, However, a fairly
obvious point could be made and that is with respect to land
revenue, A griori, there is no strong reason why land revenuec,
which is basically a tax on 'land holdings' should have a stable
and significant correlation with the domestic income of the
States ‘Thus, it would be rcasonable to expect a rather insigni-
ficant income responsiveness of ‘lamnd revenue, The overall
income responsiveness of the tax system atleast in terms of
buoyancy could, houwcver, be expectod to be fairly high since
the ratio of State tax revenuc to SDP shows a rising trend as
is shown in Graph 2,1, ' The rates of growth of State tax
revenue presonted in Table 2,2 ‘lend further support to the
above observation, . ‘Except in a few years, the period under
tho prescnt study has witnessed a steep upward trend in the
ratio of State tax revcnue to SDP, In terms of magnitude,
the ratio has more than doubled from around 4 per cent in
1961-62 to slightly less than 9 per cent in 1979-80,

From-Table 2,2 it can be seen that among the indivi-
dual taxes, the State excisoe revenue and the purchass tax
revenue have grown at moro than twice the rate oF'growih
of SDP during the period under consideration. Hence, the
buoyancy of revenue from these taxes can be cxpected to
be substantially higher than that of revenues from the
other taxes,



The compound rate of growth in sales tax revenue at
around 17 per cent is also fairly high compared to the growth
rate of SOP, Among the components of the sales tax, revenue
from the Central sales tax has groun faster than the revenues
from the general sales tax and the sales tax on motor spirit,
Thus, it is rcasonable to expect that the buoyancy of the
sales tax revenuc in general and that of the Central salgs tax

in particular would be relatively high,
TABLE 2,2

Rates of Growth of Tax Revenue and SDP

in_Maharashtra
(1961~62 to 1980-81)

___(Per_cent)

e B -

Item Compound  Average
growth annual growth
rate rate

3, SDp#* 1.5 1145
2. State tax revenue - 15.9 15.5
3, Sales tax (total) 17.0 1742
4, General sales tax 1645 1644
5, Central sales tax 19.1 20,8
6, Motor spirit tax 14,8 15.6
7. State oxcise duty 25.6 2443
8., Motor vehicle tax 11.2 10.5
9, Electricity duty 1346 1642
10, Entertainment tax 1642 1641
11, Stamps and registration fccs 9.8 10,8
12.. Passenger and goods tax 15.7 16,6
13. Purchase tax 2443 19.4
14, Land revenue 742 7.1

For the period 1961-62 to 1979--80,
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Among the other taxes, revenuo from the entertainment
tax, tho passenger and goods tax and the electricity duty have
grown faster than SDP, revenuc from the motor vehicles tax
has grown at almost tho same rate as SDP and recvenue from
stamps and registration fzes and land rovenue have groun at

a lower rate thanp SDP,

Thus, the profilc of the composition of Stato tax
recvenue and the growth of individual tax rovenues relative
to that of SDP scem to suggest that the overall income
responsiveness of the tax ravenue in terms of buoyancy and
perhaps in terms of eclasticity as well could be cxpected to
be fairly high in Maharashtra, In terms of the income
responsivenoss of individual tax revcnues, tho.State excise
and the purchasc tax could be expccted to be at the top of
the list with stamps and registration foos and land revenuec
at the bottom, the sales tax, the eleectricity duty and the

motor vehicles tax figquring in betueen,

3. Estimates_of Buoyangy.

Buoyancy has already becn defined ag a measurce of the
percentage change in the tax rcvenue concurrent with a per-
centage change in income, The exact formula in dicercte

terms for buoyancy is,

a1 Ay
AT £ DY
wherec

T refers to the revenue from the tax and

Y raefers to the income variable (specifiecd as
State Domesticvproduct in thae context of a
State tax),



Assuming a continuous tax-income rclationship, thec above

formula can casily be put in a differsntial form as,

dl. ; dv,
T / y

The function that is assumed to exist botwcen rovenuo

from a tax (or taxes) and incomo is:

Where A is a constant and b is generally hypothesised to be a

positive constant,
The log-lincar form of the above cquation raduces tos
Log T = Log A + b log Y,

It can casily be checked that b in the above cquation

is the buoyancy coefficient sincec;

= 94l /4y
b = 4L/
The function being log=-linear, b can casily be
estimated through a regression of log T on leg Y using the
well known ordinary least squares (OLS) method., Tho buoyancy
cocfficients so cstimated for the major State taxes in

Maharashtra are given in Table 3.1,

Howgver, before uwe discuss these results it would be
worth mcntioning‘hcra that the SDP figures that we have uscd
for computiné the buovancies prescnted in Table 3.1 arc in

nominal tgrms, As is well known, it is a product of tuc



components, namely, a kind of general price index and real
State Domestic Product. Hence, using nominal SOP in the tax
revenue function involves the assumption that the

response of tax revenues to changes in real SDP and the
general price index are the same, In our preliminary exer-
cises, we dropped this assumption and estimated the tax
revenus equations/by using the two components of nominal SDP
as separate axplgnatory variables, Except for minor differ=-
ences, the coefficients of the tuo components were not signi=-
ficantly different from the buoyancy cstimates obtainad by
using nominal SDP, Thus, it was decided that the ocxperiment

does not yield any additional insight worth reporting.

We-hava scoen that in the structure of Statc taxation,
the salas tax occupics-the pride of place in terms of rgvenue,
Naturally, its buoyancy should be the most important, Accor-
ding to our estimates, the buoyancy of the gencral sales tax
works out to be fairly high at 1,39, and tﬁat of sales tax
(total)#® works out to be still higherat 1,43, The other
important taxes in the recent years have been the State
excise, the electricity duty, the motor vehiclaes tax, the
cntertainment tax, and stamps and rcgistration foes, The
rcspective buoyancies arc 2.11, 1015 0491, 1442 and (0.8,
Obviously, the first is-very-high; im fact, the State
oxcisec has been the most buoyant source of revenue for
Maharashtra, Since three taxes accountino for more than
75 ‘per cent of tho total tax revenue (the total of sales
taxes, the Statc cxcise and the clectricity duty) have a
buoyancy coefficient above unity, it comes as no surprisc
that tho total tax rovenue in Maharashtra has a buoyancy
of 1.34,

[P -, " -

Comprising the general sales tax, the Central Salos Tax,
and the sales tax on motor spirit,
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TABLE 3.1

Buoyancy, of I jor Taxcs in Maharashtra

(1961«52 to 1978-79)

B e e B e e e Y O . T T B L T JTE TP STy ey

Item Estimate of
buovancy

€ B T O R S T AT TR RIS AT SR M (S B TECTEC. BT 96 L & LA TR S LTI I A A GRS R DA TR R enah L . o e S

1« General sales tax 1.3903
2« Contral salcs tax 1.4832@
3. Sales tax on motor spirit 1.2027@
4, Salgs tax (total 1+2+3) 144331
5. Statec oxcisc duty 2,1110
6. Electricity duty 1.0005%
7« Motor vchicles tax 0.9129@
8. Entertainment tax 144153
9, Stamps and rcgistration fces 0.7987@
10, Passcnger and goods tax 1.2069@
11« Purchasec tax 15346
12+ Land revenue 0.6662
Total Stata tax rovenue 13443
@

The rzgression using OLS in case of these taxes shouwed
significant first-order autocorrclation. The regressions
were reestimated using tuo-step procedurc to correct for
autocorreclation, The method is explained in Annoxure
A.I‘Z.
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Among the significant estimages of buoyancy, only
three show estimate less than unity - motor vchicles tax,
stamps and registration fees and land revenue, The first
has a buoyancy not very much less than unity (0.91), whcresas
the sccond has a buoyancy of 0.67. With most of the taxés
having buoyancy values above one, no wonder land rcvenue 1is

bocoming less and less significant &s a source of revcnua,

The comparable figures of buoyancy of the major taxes
of eight other States are given in Table 3,2. In the case
of four States, Andhra Pradesh, Karnataka, Korala and Madhya
Pradesh, general sales tax is defined inclusive of sales tax
on motor spirit and therefore not strictly comparable with
similar estimatecs of buoyancy of the otheor States, This was
done because these four States merged the sales tax on motor
spirit with the general sales tax at some point within our
period of observation., For the other Statcs, namely, Maha-
rashtra, Gujarat, Tamil Nadu, Uttar Pradesh and West Bengal
Table 3,2 prescents the buoyancy coefficients for the general
sales tax and motor spirit tax separately, For these States,
we also computed the buoyancy coefficient for the combined tax
roceipts of general sales tax and motor spirit tax, The
relative position of Maharashtra vis-a-vis othar States in
terms of this buoyancy coefficient, however, remain the same
as the one depicted in Table 3,2, Similarly, in tuwo States,
Andhra Pradesh and Tamil Nadu, the passenger and goods tax

vas included in the mector vehicles tax for the same rocason,

Comparing the overall buoyancy (i.o., of the total
tax revenue) of the eight Statos with that of Maharashtra,
we find that only CGujarat, Karnataka and Tamil N=du score
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TABLE 3.2

Buoyapcy Estimates of Major State Taxss,

(1961-62 to 1976-79)

i eow s -

Uttar
Pradesh

B R R R I T T RNV g S

71,3166
1.7158
1.8267
1.9720
1.5853
1.2744
1.6723
1.1735%
1.6762
1.5065"

2,0197

0.0021

ENELEE g S ARTE T AN O e iS SMEETETON Tan S A e S T WIS g ETELTIN TR Ly e, 2

West
Bengal

® s W om i

1.1732

1.3887
1.4951
1.1546%

1.2053

C0.9142

0.7654
O 7997
144397
O. 8794

@ ® ®

2.1148@

0.2370

e ST Y

lrkfém Andhra uUJaratb Karne - Kerala Madhya Mahara~ Tamil
Pradesh taka Pradesh gshtra Nadu
QJHT$142,,,,,¢$14w‘,d,-Lxm,J,T$-asn«r,hw,w,,wnﬂt,,_,*,t,.f;,aﬁ_w,m,“44,,‘wtg“*ML
1. Total state tax 1.2971@ 71,3580 14779 1.1981° 1,3275 163443 163714
revenue
fa @ @ . ” @
2, Sales tax (total) 1.5313 1.5643 1.6876 143611 1.5946 144331 1. 6734
@ @ 8
5. Genoral sales tax  1.4313° 1.4884° 1.5848  1.3734° 1.5596  1,3903  1.6596
2
4. Central salss tax  2,2090  1.8852  2.3455  1.3217  1.5147° 1.4832% 1.8428
5. Motor spirit tax NC 1.5908 NC NC NC 1.1588 1.6103
- , @ @ @ a
6, State axcise duty 1.3903 1.004°9 2403973 Te 4092 142178 2,1110 .2, 3948
@
7. Electricity duty 24 qud 143321 1.,0956 203139 163915 1.0095® —D.2439L
@ : @ @ a
8. Motor vehicles tax 1.3041 0.8931  0.8714° 0.8617° 1.0257° 0.9129° 1.2384
g, Entertainment tax 1.7909 145470 1.7670@ 0.7484@ 143901 164153 1.3540@
a - -~ @ @ 2'_.‘
10. Stamps and regis=- 1.0934 1.0648 1.0346 1.033889 1.1938 0.7587 0.6597@
tration fzes
11, Passenger and goods NC 1.5202 13434 01572 1.4968@ 1.2059@ NC
tax
12, lLand revenue 0.5297 0.2073 =0.0017 0.5383 0.5689 00,6562 -0,3557
Corrected for autocorrelation.
b Relate to the years 1961- 62 to 1977~ 78, becaupe SDP figure for 1978 79
is not available,
NeCo Not computed because the tax concerned was not levied throughout the pmeriod

examined or merged with cther tax.

-



- 1% -

gver Maharashtra, - The overall buoyancies of Gujarat and Tamil
iladu are only marginally greater whereas that of Karnataka is

greater by about 0,105,

The differences are predictably explained by the diff-
erences in the buoyancy of the sales tax, In Gujarat, Karnataka
and Tamil Nadu, the buoyancies of total sales taxes are 1,56,
1.59 and 1.88 as compared to Msharashtra's 1,43, In fact,
among the States considered, only <erala and West Dengal have
huoyancies of total sales taxes lower than that of Maharashtra,
The pattern is more or less the same for the major comnonent of
the total sales tax, the general sales tax, The difference is
that Maharashtra ‘has the lowest buoyancy with respect to the
general sales tax among all the 3States considered except Kerala,
For the Central sales tax also, haharashtra has a very low-
buoyancy as aompared to the othgr States, the only tuwo States
having buoyancies less than Maharashtra being Kerala and UWest

Bengal,

The tax which is next in importance to sales tax with
respect to revenue in Maharashtra, however, is far more
buoyant, .Thislis the State excise, The bucyancy of State
excise in Maharashtra is the highest among all the States
considered except for Tamil Nadu. However, that of eglectri-
city duty, almost equally .important, is less than in most of
the States considered, only Tamil Nadu (negative but insigni-
ficant) and West Bengal exhibiting lower buoyancies, The
motor vehicles tax is a comparatively less buoyant tax in most
of the States concerned, Maharashtra comes fifth among the
total of nine States in this resgard, The four States with
buoyaney values less than Méharashtfa are Gujarat, Karnagtaka,
Kerala and West Bengal, The highest buoyancy of this tax is
in Andhra Pradesh, 1,30 as against 0.81 of Maharashtra, and
0.8 of West Bengal, the loucst.
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The buoyancy estimates of the entertainment tax are
fairly high for all the States considered except Kerala, where
it is a small 0.75. Excludinec Kerala, the range of buoyancy
estimates is from 1.35 (Tamil Nadu) to 1.79 (Andhra Pradesh)
with the value for Maharashtira estimated at 1,42, Higher than

for Kerala and Madhya Pradesh and Tamil Nadu only,

stamps and registration fees shou a buoyancy coeffi-
client greater than unity in all the States considered except
three including Maharashtra, where it is only 0.8. Excluding
Maharashtra the range of buoyancy estimated is from 0.66 (Tamil
Nadu) to 1.5 (Uttar Pradesh;,

land revenue is obviously a non-starter., Every State
considered records a very lou buoyancy for land rcvenue, tuo
States showing even negative buoyancy., Houever, just for the
record, Maharashtra exhibits the highest buoyancy with respect
to this tax,

The passenger and goods tax was not in .operation
throughout the period considered in two States, Andhra Pradesh
and Tamil Nadu;and so the buoyancy of this tax for the tuwo
States has not been separately computed, Among the rest only
Kerala, exhibiting a woeful huoyancy of 0.16 has a buoyancy
value less than Maharashtra, which has a buoyancy estimate
of  1.21., Tuwo States, Uttar Pradesh and West Bengal record

buoyancy estimates of a little above 2,

To sum up, the overall buoyancy of the State taxes
in Maharashtra is fairly high compared to the other States,

Among the Stateshthat we have considered only Karnataka’Tamil
ave .
Hadu.and GujaraQ[m&rginally more buoyant tex systems than that of
individual )
flaharashtra, Coming toftaxes, ue find that the buoyancies of
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State excise revenus and land revenue are substantially higher
in Maharashtra than in almost all the other States. Among the
remaining taxes, revenue from the sales tax, the entertainment
tax and the passenger and goods tax are fairly buoyant in
Maharashtra compared to the other States, The taxes which

had substantially lower buoyancy as compared to the other
States are the motor vehicles tax, the electricity duty and

stamps and registration fees,
4, Estimates of Elasticity

The estimates of buoyancy indicate the percentage
change in the actual tax revenue that has accompamied a one
per cent change in income during the period under observation,
It, however, does not shou the automatic response of the tax
revenue to variations in income. In other uords, it does not
give us the percentage change in tax revenue that would have
accompanied a percentage change in income had there been no
discretionary variations in the tax rate structure, To knouw
the automatic income responsiveness of the tax revenue, ue
need to adjust the tax revenue-income relationship for vari-
ations in the tax rate structure., The elasticity coefficient

provides such an adjusted measure of income responsiveness,

For empirical work, the methods of adjusting the
income responsiveness of tax revenue to variations in the
. 4

tax rate structure fall into three broad categories:“/

i) The Divisia Index Method
ii) The Dummy Variable Method
iii) The Data Adjustment Method

e el e I i e e e R e T P P S G S

1/ For a detailsd discussion of the various methods sge Rao
(1979) and Sarma (1930).



Among the three methods, the divisia index method is
of comparatively recent origin., &sscntially, this method
views the effects of variaticone in the tax rate structure on
tax recvenue as being analogous to the effects of technological
changes on production function., Accordingly, it employs a
'divisia index' - a familiar mathematical tool - for guantifying
the effects of variations in the tax ratoc structure on tax
revenue, The dummy variable method vicus the cffocts of tax
rate variations con tax rovenus as a shift in the relationship
between tax rcvenue and income and hence nroposes to use
dummy variables as proxies for discrctionary tax rate variations
in the-tax revenue function. Hence, the coefficient of income
estimated from such a function would be independent of the tax
rate structure, The data adjustment method has two variants:
the constant rate structure method and the proportional adjust-
ment method. Under the former method, the tax base is decom=-
posed and rcclassified to corrcspond to the tax rate structure
existing in a refercnce year and then by applying the tax rate
structure of the refercnce year to the rcconstructed base
hypothetical revenue sorics are generated, The income elas-
ticity of this hypothetical scrias is independent of the rate
structure variations, ‘The proportional adjustment mecthod
involves eliminating the estimated revenue coffects of a
given year's discretionary variations in the tax rate stru-
cture from the actual tax rcvenue and further adjusting the
tax revenue so obtained for the cumulative revenue cffects
of the tax rate variations made in the years since the
reference yecar, The revenuc serics so adjusted arc then
regressed on income to obtain the income elasticity of

tax raeavenue,
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In selecting one among these methods for computing
the income elasticity of tax revenue, one has to kesp in mind
the apalytical assumptions underlying these methods and their
data requirements. From the point of vieu of data requirements,
the divisia index method and the dummy variabls method are
certainly the most praferable since they rcquire no more than
data on tax revenues and income. The divisia index method,
however, is based on quite a restrictive assumption that the
revenue effects of the rate structure changes are continuous
through time and small in size, Should either of these
assumptions not be satisfied in practice, the method fails to
separate the revenue effects of discretionary tax nolicy
measures from the automatic income responsiveness of tax
revenue, When the discretionary variations in the tax rate
structure are made only in a few years during the period under
consideration, the dummy variable method can be Fruitfully
employed to estimate the income elasticity of tax revenue with
a fair degree of accuracy., Housver, the method fails when the
discretionary tax rate changes are frequent, Relative to the
divisia index method and the dummy variable method, the data
requirements of the databadjustment method are formidable,
This is more so in the case of ths constant rate structure
variant, Besides the implicit assumption that the tax revenue
is unitary elastic with respect to the tax rate, it demands
highly disaggregated data on the legal bases and the rate
structures of individual taxes over the reference period,
Though the proportional adjustmen: method does nbt require
such disaggregated data, it requires fairly reliable esti-
mates of the revenue effects of the discretionary tax

policies of the government,
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For the present study, the applicaticn of the constant
rate structure method is completely ruled out since the type
of disaggregated data on the ratcs and bases of individual
taxes are not available, Since the revenue effects of most
of the discrotionary tax rate structure changes during the
period of the present study were fcund to be discontinuous
through time and quite large in size we have not employed the
divisia index method too, On a balance of considerations,
wve have used (except in  very feu cases) the proportional
ad justment method to compute the income elasticity of tax

revenues,

Table 4,1 presents the elasticity estimates for the
ma jor State taxes in Maharashtra, The overall elasticity
of the tax system works out to be well above unity at 1.19.
A noticeable feature of the elasticities presented in the
table is that, as in the case of buoyancy, the elasticities
of individual taxes vary a great deal among themselves,
Revenue from the State excise has the highest elasticity of
1.83 and land revenue has the lowest of 0,46, Besides land
revenue, four other taxes, namely, the motor vehicles tax,
the electricity duty, the purchase tax and stamps and

registration fees show elasticities below unity,

Another feature worth mentioning is that like the
buoyancy coefficient, the income elasticity of total tax
revenue in Maharashtra is very close to the income elasticity
of the salss tax revenue, Given that the rasvenue from the
sales tax has accounted for around 60 per cent of the yearly
tax revenue in Maharashtra, it follows that the sales
tax accounts for approximately 60 per cent of the overall

income elasticity of the tax system. Hence, all the other



- 19 =

TRABLE 4,1

Income Elasticity of Major Taxes in [Maharashtra

Lopraa EY = w-a

(1961-62 to 1978~79)

Item Estimate of
elasticity
1« General salecs tax 1.3118
2. Motor spirit tax 1.1589
3. rate excise duty 1.8326@
4, Electricity duty 0.8565°
5, Motor vehicles tax 0.8447
6, Entertainment tax 1.3207
‘7. Stamps and registration fees 056901@
8. Passenger and goods tax 1.1393
9, Purchase tax 0.9553®
10, Land revenus 0.4579
11, Total state tax revenue 1.1905

(excluding central sales tax rewenue)

L 22 B S T e A T T T R T A O )

Corrected for autocorrclation,

taxes put together account for the remaining 40 per cent

of the overall income elasticity of the tax system,

For a comparative picture of the elasticities of
ma jor State taxes in Maharashtra on the one hand and in
some of the other States on the other, let us turn to
Table 4.2.
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TABLE 4,2

Elasticity Estimates_of Major State Taxes
(1961-52 to 1978~79)

g = a a8 AL $ D WS ALAS 3 ARII A WLAE B Fd WL H a8 TN WS ST IR A BIBETELF S A S ATTNDNIC M RS B R T TR T LR g WTAT el K G WIS
P N I sl B

Andhra Gujaratd Karna=- Keralad Madhya Maha—~ Uttarb West®

Pradesh taka Pradesh rashtra Pradesh Bengal
1. Total state tax 1.2204% 71,1836 1.1663  0.9911  0.7435% 1.1905  1.1392  0.8440
revenue (excluding
central sales tax
2. General sales tax 1.4552%  1,37219 1.2789  1,2454  1.2615  1.3118  1.7923  1.2696
3., Motor spirit tax N 1.2712 NC NC NC 1.1589  1.7481  1.2221
4. State excise duty 1.5993  1,0049  1.8264° 1.3436% 1.1491  1.8326% 0.7692 0.1762
5. Electricity duty — 2,0044  1.1833  0.7195  2.2673  0.7134% 0.85652 1.4755 0. 5441
6. Motor vehicles tax  0.8790° 0.7691  1.1317° 0.7477° 0.5506° 0.8447  1.35062 0. 4938
7. Entertainment tax 1.6769@ 13683 17715 0.5519 1. 1600 13207 1¢5124 1.0488
8. Stamps and regis- 0.9227  1.0510 0.8651 0.9644° 0,7473  0.69012 1.4420 q.4272
tration fees : _ .
9. land revenue 0.5149  0.1417 =0.2565 =0,1096 ~-0,9002 0.4579 =5.3552  (.0S535

R AR ST L g T ST L S R AT RIS AR E 4D R S S R A S S R R M T S Lk AT S Bk L e IR A A e W A e s, A oo P
- R i

@ Corrected for autocorrelation,
b The sample period is from 1963-64 to 1978-79,
¢ The sample period is from 1961-62 to 1976-77.

The sample period is from 1961-62 to 1977-78,
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We have not presented the slasticities of the passenger
and goods tax and the purchase tax for States other than fiaha-~
rashtra since these tuxzs formed a very small proportion of
total tax revenue in many of the States, Howsver, revenue
from the passenger and goods tax is=added to revenuz from the
motor vehicles tax in the case, of Ahdhra Pradbsn since the
xormer uas merged wlth bhe l utor 7n the ﬂld—81xtleo., Simi-
lurly, ‘somg of the Stafes (naﬂely, Andhra Pradesh, Ttamil Nadu,
Karnataka, Kerala and Madhya Pradpsh) have merged the salas
tax ‘on motor Splrlt u1th the genoral sales .tax. -Accqrdingly,
for theoe Stafes ue have deflned tha General sales tax as -
1nclu81ve oF tho ‘motor oplrlt tax. For the other States uwe
have computed the clasticities of general sales tax and motor
spirit tax separately as well as clubbing them together, In
Table 4,2 we, however, report the results of only the former
exercise, Also, we have not computed the elasticities of the
Central sales tax for any of the States since we could not get
data on the revenue effects of the discretionary policy
changes for the individual States, ' Consequentlyy the elasti-
cities of the total State tax revenue reported here refer to
the State tax rsvenue exclusive of the Central sales tax

revenuz,

In terms of the elasticity of total tax revenue,
Maharashtra tops the list along with Andhra Pradesh and Gujarat,
all these three States having elasticities of around 1,21,

This is in comparison to a substantially less-than unitary
elastlclty in Madhya Pradesh and West Bengal,

Coming to the elasticities of individ

find that in terms of the elasticity of the

go Pe‘nue“m
. \
the Indian States - Maharashtra comes fourth u;ﬁh Uttar

tax - the most important single source of ta

326.20954y092
M2L6T

NAD e
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Fradesh, Andhra Pradesh, and Gujarat leading it. Thus, Kerala,
Karnataka, Madhya Pradesh and West Becngal have sales tax
elasticities louwer than that in Maharashtra, In terms of the
elasticity of motor spirit tax alsc, Maharashtra figures

fourth with Uttar Pradesh, Gujarat and West Bengal leading it.

In terms of the elasticity of revenue from the State
excise, the second most important source of tax revenue in
many Indian Stztes, Maharashtra tops the list along with
Karpataka - both the States having elasticities of around
1483, In comparison, it is much less than unity in Uttar
Pradesh and is not significantly different from zero in
West Bengal,

As regards the elasticity of revenue from the enter-
tainment tax, Maharashtra occupies the fifth place, ahead of
only three States, namely, Kegrala, (ladhya Pradesh and West
Bengal, It is also interesting to observe that land ravenuc
a tax which is generally considered not to have a significant
relationship with SDP - has the highast elasticity of around
0,5 in Maharashtra and Andhra Pradesh, In view of the negative
income elasticity of land rovonue in many of the States that

we have considered, this is an intecresting result,

Revenues from the remaining three taxes, namely, the
electricity duty, the motor vehicles tax and stamps and
registration fees show compardtiuely low income clasticities
in Maharashtra, The clasticity of revenue from the electri-
city duty in Maharashtra at 0,656 makes a poor comparison
with 2,27 in Kegrala and 2 in Andhra Pradesh, Only the
States of Karnataka, Madhya Pradesh and Weost Bengal register

a lower clasticity of rcvenue from the electricity duty than
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Maharashtra, The relative position of [laharashtra is morc

or less similar in thc case of stamps and registration foos,
The elasticity of revenuec from stamps and rogistration foes
in Maharashtra at 0.69 is less than half of the corresponding
clasticity of 1,44 in Uttar Pradesh, As roagards the motor
vehicles tax, Maharashtra figures fourth with an clasticity
of around 0,85, Uttar Pradesh topping the list with an
clasticity of 1,35,

5. Copclusions,

To sum up the major conclusions of the present

study:

i) The overall income responsiveness of theo State
tax revenue in faharashtra is found to be fairly high both
by itself and when comparcd to that of the other States that
we have considered -~ a result which was largely suggested by
tho roview of the trends and composition of the States tax
rovenue in Maharashtra in Section 2. As rcgards the total
State tax revenue, only Karnataka has a noticeably higher
budyancy coefficient than Maharashtra; and as rcgards the
elasticity of total State tax revenue, Maharashtra tops the
list along with Andhra Pradesh,

ii) The buoyancy and clasticity of the total State
tax revenue in Maharashtra are found to be fairly close to
the corresponding buoyancy and clasticity of the sales tax
revenue, JTo a large extent, this ncar-equality could be
attributed to the fairly high proportion of the sales tax

revenue in the total State tax revenue of Maharashtra,

iii) Coming to the income responsivencss of the

individual tax revenues, we find that the buoyancy and



clasticity of the salecs tax rovenues in flaharashtra make a
recasonably good comparison with thosc of the other States,
fuch the same is applicablc to the income responsiveness of
revenue from the various componants of the sales tax, This
observation is also truec of rcvenues from the entertdinment

tax and the passenger and goods tax,

iv) The State excisc duty, the sccond most important
source of tax rovenuc in the Indian States, shous an appreci-
ably higher buoyancy and elasticity in lkeharashtra than in
almost all other States considared. Only Tamil Nadu has a
marginally higher buoyancy cocfficicnt of State excise revenue
than Maharashtra,

v) The taxes which show distinctly lower income
responsiveness in Maharashtra are stamps and registration
fees, the motor vehicles tax and the electricity duty, Both
in terms of buoyancy and elasticity, these taxes make a poor
comparison with their counterparts in the other States., The
elasticities of revenuec from all these three taxes in Maha-
rashtra are below unity indicating a very low automatic

income responsiveness,

vi}) Lland rovenue, uhich shows negative .ncome
responsiveness in many of the States considered, has a posi=
tive and significant income responsivensss in Maharashtra,
Although land revenue constitutes a very small proportion
of the total State tax revenuc in Maharashtra, this is

quite an iIntercsting result,



Annexure, A, .1

A Note on the Spurces, Quality and Necessary

Adjustments, of, the Data

The data used in the present analysis rclate to
three items: the State domestic product (for the States
considerdd), actual rovenue (for individual taxes, for cach
' State considered), and cestimated change in revenue duc to
discretionary measures adopted (for individual taxes for
each State considered)., The first tuwo did not pose any problems,
since they were easily available from different sources, The
SDP figures are taken from various issues of Indian Lconomic
Statistics (Public Finance), Ministry of Finance, Government
of India. The tax revenue (actuals) data are from various
State Budgets,

The third, however, posed certain problems, which
are important because the elasticify values estimatod depend
to a considerable extent on the estimated additional rsvenue
due to'disbretionafy measures, There are thres possible
sources from which data on this item can be obtained - the
Planning Commission, the Finance Commission Cell in the
Ministry of Finance, and the Reserve Bank of India Bulletin,
A fourth, of course, is the State Governments themselves,
which could not be resorted to due to the insufficient

time at our disposal,

Among the other three, RBI_Bulletin reproduces the
estimates given in the State budgets. Those are comparatively
i ] i i i ~ - s .

.nfurlqr dgue to two reasons: (i, these estimates do not take
into account post-Budget measures except in very few



cases, and (ii) thesc are prepared within a very short period.
Data on the same itcms submittad by the State governments to
the Finance Commissionsand the Planning Commission are

better on both counts.

However, we werc unablc to obtain these data for the
whole refercnce period and for all the States considered from
the Finance Commission Cell or from the Planning Comnission,
Of nceessity, we had to usc the data reported in RBI

Bullotins.

Even in the case of RBI Bulletins, the nccessary
details were not available in some - cases, UWe tried to fill
these gaps with the information from thco Report op, Currency.
and Finance (Annual), as far as possible. Despite our
best efforts, some gaps remained, bocause of which we had to
shorten our reference period for some States and had to drop
Tamil Nadu altogether from the list of States for which

glasticities of taxes were calculatad,

In a few cascsy the data on discretionary measures
were obviously unreliable, because the estimated incrcase in
revenue in a year due to discretionéry moasures waore greater
than the actual revenuc in that year, In such zascs, ue
ignored £he cstimates, but noted the fact that discretionary
measuraes Were adopteds. This led us to a slightly different
method of estimating clasticities in those cases, This is

discussed a little latecr.
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The last point to be mentioned here is about the
ad justments that were required while calculating elasticity,
The proportional adjuétment method adopted by us requires
the adjustment of the actual tax recvenuc figures for the
cumulative effect of the discretionary measures adopted,
For these adjustments, the rclevant data arc those on the
discretionary measures undertaken during cach year, However,
in some cascs the rcported data on such measures were not
for the whole year but a part of the ycar, because thosc
measures-were effective in the first yecar of operation for
that part only. The hypothetical (constant rate and base)
revenue figures for such years were calculated as net of
the amount actually reported, but for adjusting the revenue
of subscequent years using the proportional adjustment method,
the revenue effects of those discretionary measures for tho

whole year were used, This was done so that the hypothe-

tical revenue figures for those particular years were not
underestimated,'uhile avoiding at the same time overesti-
mation of the hypothetical revenue figures for the

subsequent yecars,



- 28 -

Apnexurz A, 1,2

e e )

Estipation, Method

The usval method of estimating buoyancy as wcll as
clasticity is that of ordinary loast squarcs (OLS) ragross—
ions using the logarithmic values of the variablass, as
discussed in Section 3, Thc cocfficicnt of SDOP then yiclds
the buayancy (or elasticity, as the case may bej cstimates

straightauway,

Howzver, OLS estimation is correct only when certain
assumptions about the variables concerned as uwell as the
disturbance (or error) term are fulfilled, In rcgressions
involving time-series data, one of thosc assumptions may

not hold true, viz., that of no autocorreclation,

To test the validity of this particular assumption,
the Durbin~Watson statistic was calculated ih all cascs,
Wherever autocorrelation was precsent, corrective stops were
taken,

There arec various methods suggestod to correct for
autocorreclation, of which wc chosc the two=-sivep procedure,
For details of the method roference may be made to Kmenta
(1971, pp. 287-289), Uithout going into details, the

method can be outlincd very bricefly herc,

Assuming the first order autorcgrossive scheme,

u = Fugg €y
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where -1 ¢ G, €t satisfies the OLS assumption and u, stands
for the disturbance taorm in the truc cquation, §>can be

calculated from the OLS residuals as

& . o ‘
g=.um$,JmﬁIﬁ,, where cy rcfers to OLS rosiduals,

Using this cstimated value, all the variablos arc

transfermed as

wherc Y4 stands for the variables uscad and Y% stands for the
transformed oncs., The transformed values of the variables
arc then used for rocestimating the cquation using OLS
mcthod. The coefficient of the transformed SDP variable,

in our casc, will give a morec consistent cstimate of

buoyancy or clasticity.

Besides correcting for autocorrclation, we dcoviated
from the uswal loglinear cstimation in a fzuw other casecs,
These ware thesc for which tho data reported for additional
rovenue due to discretionary measures werc obviously unreli-
ablec, as discussed carlicr. In such casesy; since the quan-
titative -aspects of the discretionary measurc was doubtful
but the gualitativec aspcct was not, we usad the dummy vari-
able method instcad of the nroportional adjustment method

for estimating elasticity.l

M e L WE A umie BB 3 E. e M. R B LD R LW R X A LBEE A A kot k. K L0 & b & v acmiIel ig a

1/ The dummy variable mothod is discussed briefly in
Section 4,



Anncxurc As 1.3

Estimates, of Elasticity Using the Data Supplicd

Py * - )

by, the Governmznt, of Maharashtra

ARs was oxplainad in the text and Anncxurc A.I.1, tho
income clasticitics of Statc taxaes were cstimated through
the proportional adjustment method by using the data on the
rovonua effects of discraotionary tax measures published in
the RBI Bulletins., Altornatively, the Finance Department,
Government of Maharashtra, supnlied to us a set of data on
what they called the nermal grouwth of tax rcvenuss, (i.e.,
the grouwth of tax recvenue that would have occurred-had there
becn no.discretionary tax mecasures) for the major taxes in
Maharashtra for the period from 1961-62 to 1979-80, Using
these normal tax rovenue serics we estimated an alteornative
sat of income elasticitias of State taxcs in Maharashtra,
These estimates arc presented in Table A.I.3.1 along with

the ¢stimates of income elasticities reported in the taxt,

The clasticity of Statec tax rcvenue (excluding the
Centrél sales tax) cstimated by using the normal tax revenuc
series supplied by the Maharashtra Government works out to
be slightly leower than our estimate, Houever, this is not
true of the clasticities of all individual taxes, In the
casé of gencral sales tax, motor Spirit tax, motor vchiclecs
tax, clectricity duty, entertainment tax and stamps and
registration fces the clasticitias bom@uted by using the
Maharashtra Govcornment data arc lower than our estimatcs
whercas in the casc of Statc excisc duty, passenger and
goods tax, purchasc tax and land revenuc they arc higher

than our cstimates,
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TABLE A, I,3.1

Elasticity. of State Taxcs in flaharashtra Using, the
Data Supplied by thg MMaharashtra Goverppent,

(1961-62 to 1979-80)

L e i T T e e N N S I L N IR Y R S S O T LR

Tax Our cstimates Using flaharashe-
’
(1951-62 to tra government

1978--79) data {1961-62
, to 1979-30)

LS g 3 e Beat m A L R A eI # 3 T PRI R A L L3 IR Sk NS LELE LB 8 B R me p e I )

1, State revenue® 1.1905 1.0146
2. General sales tax 1.3192 1.1678
3. Contral sales tax NC 1.0920
4, Motor spirit tax 1. 589 0.9320
b, State excisc duty 1.8325 1.5549
6, Electricity duty 0.8565 0.7136
7. Motor vohicles tax 0,8447 0.8063
8., Entertainmont tax 1.3207 1.0675
9, Stamps and rcgistration 0., 5901 0.5754
feos
10, Passanger and goods tax 141393 1.1915
11. Land revenuec 0.4579 0., 6000
12, Purchase tax 0.9653 1.2833

[ R T T e S T N A S s o T e L . T T L U O e

Note: a Excludos Central Sales Tax.
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The differonces in the two scts of clasticitics
could be duec to (i) the diffcrences in the data used on‘tho
revenue affects of discretionary tax mcasures and (ii) the
differcnces in the method of adjusting the actual tax rcvenuc
sgriecs for the discreotionary tax measurcs, It is difficult
to comment on the reclative superiority of the data on the
recvenue cffects of discretionary tax moasures supplied by
the Maharashtra Government vis-a-vis the data published iIn
the RBI Bulletips, In taorms of the cleaning of thc tax
revenue seriecs for discretionary tax measurcs, the method
uscd by the Maharashtra Government is not bascd on any
generally accepted methods in the literature, In that
rospect, thc nroportional adjustment method that ue have
used for adjusting the tax rovenue serics is certainly
better founded than-the one used by Maharashtra Government.
Morecover, cven if it is shoun that the data uscd by the
Maharashtra Govcrnment are beotter than the ones uscd by us,
it is difficult to get similar data for the other Statos
that aro included in the prescnt study. Conscquently, onc
of the objectives of the present study, namely, comparison
of the buoyancy and elasticity of taxes in Maharashtra with
those of the other Statcs would be defeated,
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ANUNEXURE A, II

REGRESSION RESULTS RELATING TJ BUOYANCY ESTIMATES
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TABLE A.II 1

Andhra Pradesh,
(1961-62 to 1978-79)

e I R T T R T A N T, I e S Py . s

Item Constant Coefficient R Fen value D U
of SDP Statis-
. tics

1. Total state ~2,569232 142971 0.8778 115 894 1.737
. tax revenue  (-5,4614)%#&* (10,7654) %

2, Sales tax ~3,50163 1.5315 0.9068 156,597 1.597
(total) (-8, 2244) #¥#* (12, 5139) s

3 Genera -3.1422 1.4313  0.8783 116,455 14505
sales?/tax (~6,9407) %+ (10, 7914) %

4, Central sales =0,158121 2,2090 0.,9523 340,749 1.477
tax | (~16.8875) %#* (18, 4554) ®*

5. State | -3.91832° 1.5993 0.8372 83.274 1,403

excise duty  (-6.5191)##% (9,1255) %= .

6, Electricity ~0.129149 2,0044 0,7003 38,385 2,157
duty (-7.3176) %% (6, 1955\**'

7. Motor -/ ~7.5926 C1.3041 0.9622 433,823 1,402
- vehicles™ tax (15, 4982) w*x (20,8284)***

8. Entertain- ~0,124420 147909 0,9735 625,413 1,553

-ment tax (=22,2049) *+* (25,0083) & |

9, Stamps and -6,27188 1.0934 0.9207 198,256 1.615

registration (=10,3225)##%% (14,0802) %**
Fees ;
10, land revenus -1414690 0e5287 0e2929 8,042 2,052

: el SBad
=0, 7848) ## 2.8358) ®#
\ D) . A
P SR I S L ARk hI T LT BT X AN A L IR AT A X O Rl et RS L TR R B SR LT, M B S 3 S AR S . W L BT

1/ In uhat follous, #*¥#, #* and #* indicate that the relevant
statistic is significant at the one, five and ten per cent
levels, respectively,

2/ Includes sales tax on motor spirit,

3/ Includes passenger and goods tax,
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G A S Al B R R AESIIE Mhied e Wi s

Te

10.

11,

12,

o araB e

Item

Total state
tax revenue

Sales tax
(total)

General
sales tax

Central
sales tax.

Motor spi=-
rit tax-
State
excise duty

Electricity
duty

Motor vehi-
cles tax

Entertain-
ment tax

Stamps and
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TABLE A, II.2

Gu jarat

£ S PR

(1961~62 to 1977-78)

Constant

-5,73067

(=14, 4598) #xe

-0.11964

(-29,9906)

-0.116663

(31, 2705) ®ws

~-0.116563

(=15, 2605) #ex

~-C,107800

-3, 38905

A EBC XS T A C WA B et

B R R A . L e

of 3DP

143680
(25,9983) it

145643
(45, 6654). %%t

1.4884,
(17’0190)*%*

1,8852
(18,2867) #*t

(~18.0953) %+ (20,1120) #

1,0049

(~5,6103) #*¢ (5;5791)%*%

~84 25023

~4,86203

(=10,9195) ##*

(=19,1659) %%

-6, 20760

reqgistration (=15, 7704) #*¢

fees

Passenger
and qgoods
tax (1963~
64 to
1977-78)

Land
revenue

I R U G T

-9, 46816

(=15, 4626) #e#

044
(0.7305)

143321

(=15, 4884) &t (18,8360) i

0.8931
(15.1081) i

1.5470
(21.5854) ®it

1.0646
(20, 3702) #ixt

1.5202

(18,9494 ##:

O" 2073
(2,6115) =%

W AT S T S T L RS

ERRE Y B RS T 5 SRR

B i T W B S e T

Coefficient

72
0.9758
0.9929
0. 9933
0.9542
0.9619

00,6576

0.2667

F-value

B e TN E S A ame AT

675,913
2085,326
2210.785

334,405

404, 491

31,126

354,795

228, 255

465,932

414,946

- 359,081

6,820

R O

D W, T
statise
tics

B b U N LU

2.788%
2,733
2,755
1. 659
2,656
14 539
1.753
1.805
2,611

2,356

2,592

2,064




P AW LB R A T W WA WA

LR A . TR P R e o B W Lo S PP AETRP T IEE SE i S e o WP R S e Y R 1 LW SRR e

Item

1, Total state

24

3e

be

10.

11.

[

B

tax revenue

Sales tax
(total)

Genera}
salesj tax
Central

sales tax

State excise
duty
Electricity
duty :

Motor vehi-

tax

Entertaih-
ment tax

cles

Stamps and
registration
fees

Passenger
and goods
tax

Land
revenue

- 36 -

TABLE A.II,3

Karpataka
(1961-62 to 1978-79)

Constant

=-5,558617

(=14,6180) ®##

-8, 95363

(-20, 7913) it

~8.3124

(=20,1472) #t*

-0.159264

(18,8071 #t*

(~6, 5263)

~6,99374
(~6,6933) =

-1,16888
(=6, 7195) #xt

-3,52600
(-6, 7523) wit*

-5,90090

(=13.5116) #¢#

-9.13048
(=7, 7420) #e#

1.746294
(2.2215) %

Coefficient
of SDP

144779
(24,8487) ##%

1.6876
(29,5517) #=#

1,5818
(28,9106) ##:

243455
(20,8865) ##:

2,0393
- (0.0907)

1,0956
(7,9067) e

0.8714
(2.8007) #

1.,7670

(7.,7785) it

1.0346
(17.8638) #«#

143434
(8.6126)***

-0,0017
(-0.0162)

1/ Inclludes sales tax on motor spirit,

B R i T R R s B e L R Ry = )

ﬁQ

0,9732

0.980°9

0.9800

0.9624
0.8011
0.7835
0.2996

0.7881

0.9493

0.8683

~0.,0625

P R O e . U e W }

F-value D.U,

617,456

873,306

835,824

4364247

654 449

62,517
74844
60, 505

319,116
74,177

0.000

R R TR L L IR AT AR IR A T

statis=-
tics

W B RTI FERL ST P T g

14165
14323
14252
1,434

1.474

1657

24 251
14260

14754




- 37 -
TABLE A.II,4

Kerala

.t

(1961-52 to 1977-78)

I I A R I e O R T S e P WP DN U T PSP

Item Constant Coefficient ﬁQ F-value D,u,
of SDP statis=-
tics

1. Total state  =1,18974 1.1981 0.8279 73,138 1,258
tax revenue  (-4,0509)%#*¢ (g, 5521) %k

2., Sales tax =3.34206 1.3611 0.9475 271.846 1,539
(total) (-10,1243) ##% (16, 4876) #x*

3. Geperal 1/ =3,4760 1.3734 0.9497 284,037 1,543
sales, tax (-10,5833) (16,8534 %%

4, Central -8,05068 1.3217 0.9528 323,651 1.138
sales tax (-15,6577) %#¢ (17,9903 e

5., State excise  =1.5385 144092 0.5146 16,9048 1,044
duty (-2,9689) ###  (4,1115) it

6, Electricity =16,2056 2,3139 0.5753 22,676 2,762
duty (=4.7654) %% (4, 7616) %k

7. Motor vehi~  =1,4203 - 0.8617 0.,4027 11,1112 1,043
cles tax (=2.2167) %%  (3,3333) %

8. Entertain-" ~3,0031 0.7484 0,0402 1.6287 1,486
ment tax (-1.5024) % (1.2762)

9. Stamps and ' =2,49011 1.0389 0.9463 265,340 1.236
registration (=11.7114)%%% (16,2892) #e+
fees ,

10, .Passenger -1.08965 0.1572 -0,0685 0.103 1.156
and goods tax (-~0.3132) (0.32089) .

11, Land revenue ~3,04935 0.5383 004622 144752 1,601

e s

("301088) #ibiE (308408)*';?*

- - - e

- . .

- : PR

1/ Includes sales tax on motor spirit,

A e SR B B B B M e MRS I AN D
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TABLE AsIIgS

ladhya, Pradesh
(1961-52 to 1978-79)

D o e Ll S O L - TR PP P RIS I SePoSa ety S S IPU SSP SO S eae  aerers)

Item Constant Coefficient R2 F~value D,U,
of SDP statis~
tics

L T T e R R O T Rt L B ST e s e . . = W SDt SR L I S ST T TR S PR S o Y

1. Total state.  -5,60805 1.3276 0.9651 470.581 1,357
tax revenue (-~12,0190)%## (21,6929) %% .

2. Sales tax - ~8,47913  1.5946 0.9596. 405,018 1.371
(total) (~14,0357) %%* (20,1251) it

3. Geheral - -B8,4878. 1.5596 0.9589- 397,139 1,396
sales taxl/ (~14,2247) %% (19,9283) #w¢ |

4, Central sales =5,8957 145147 0.5004 145.56312 2,007
tax (9.5316)%#¢ (12,0678) |

5. State excise -6, 50835 1.2178 0,9741 639,637 14546
duty © (17.720) %% (25,2910) ke |

6, Electricity -9,40378 1.3915 0.9684 522,365 1,978
duty (2042573) #+e (22,8553) % o

7. Motor vehi- 23,9129 1,0257 0.7121 - 40,5725 1,374
cles tax -~ (~-5.0805) %%k (6,3697) #wt |

8., Entertain- -9,55123 143901 0.9603 412,744 1,872
ment tax (-18,3082) ®## (20,3161) **i .

9, Stamps and ~7.34676 1.1938 0.9696 532,58 1,858
registration («18.6273) %% (23,0777) ®#
fees _

10, Passenger and ~5,8903 1. 4968 0.8104 69,4076 1,514
goods tax (=6,8913) w4t (g,3371) ik
11, Lland ~2,03655 0.5689 0.,4936 = 17,558 0,676

revenue (-1.9680) % (4,1914) %%

1/ Includes sales tax on motor spirit.
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TABLE A, II,6

Maharashtra

EUB TR B R R B R W IR I I A BT B A S T LT SR R M AL A S R S

Item Constant Coefficient ﬁz F-value 0O,W,
of SOP statis-
” tics
1. Total state 0.0034 103443 0.9951 3748,03  1.494
tax ravenue  (29,91)%%+¢  (58,98) #kk
2, Sales tax -6,9235 1.4331 0,9922 2173.27 1.240
(total) (=27,08) ®=¢ (46, 62) et
3. General -6,96717 1.3903 0,9939 2771.37 $.611
sales tax (-31.72)%** (524 64) e
4, Central =4, 4747 1,4832 0,9449  275,1581 2,170
sales tax (=11, 60) e (16, 5882) i
5. Motor spirit ~=4,8324 1.1588 0.9803  7689,0214 1.287
tax (=21,1105) ### (28,2493 %=
6, State ex- -15, 4086 2,110 0.9878 1382.44  1.827
cise duty (-32,633) @¢# (37,18 e
7. Electricity -2,9791 1.0095 0.8907 131.3992 2,430
duty o (=7.4982) e (11, 4629) e
8. Motor vehi- ~2.6432 0.9129 0.9498 303,9763 1,807
cles tax (=11,2739) =% (17, 4349) #&#
9, Entertain- -9, 2447 144153 0.9861 1205,90 1,502
ment tax (-27,28) %% (34, 73) pie
10, Stamps and -2,1780 0.7987 0.8574 97,2136 1,118
registration (-5,8165)#*% (g, 68597) #¥
fees
11, Passenger and =2,8849 1.2069 0.8442 B7.6768 2,392
goods tax (-6, 7866) %+t (g9, 3636) wt#
12. Purchase tax =11,1832 1.5346 0.9394  241.19 2.183
(18, 75) ##¢  (15,79) #e# _
13, Land 0.0416 0.6662 0.8527 99,43 1,723
revenue (5,72) e (9,97) =t

(1961-62

to 1978-79)

L e BRSNS A TR a



TABLE A, II.7

Tamil Nadu

(1961-62 to 1978-79)

Item Constant Cosfficient "2 F-value D. U,
of SDP ‘ statis=~
. tics

1. Total state  -5,60126 1.3714 - 0.9858 1179.229 1,443
tax revenue (-18,0337) %t (34,3399)#k

2. Sales tax -8,63971 1,6784 ~ 0.9885 1461.690 1,459
(total) (-25.3041) %t (38,2321) %8¢ S

3. General sales =-8,78873 1.6596 0.9875 1338,769 1,513

 tax (=24,9143) #+% (36,5892) #&* |

4, Central ~11.8078 1.8429 0.8577 103.480 2,378
sales tax (=8,3807) *¢# (10,1725) ¥+

5. Motor spirit =10,4619 1.6103 0.9765 708,576 1.704
tax (=22.,2366) ### (26,6191) it

6. State ex- =4, 2343 2.3948 0,0647 2.1063 14367
cise duty (-1.3482)%  (1,4513)% .

7. Electricity 2.1231 ~0. 2439 ~0,0563 ° 0,1478 2,026
duty (0. 6866) (-0.3844) 3

8., Motor vehij- ~6,5109 1.2384 0.9256 212,611 1.974
cles'tax} (-9.8566) ®#t (14,5812) #+¢ -

9, Entertain- -4,7708 1. 3540 0.9492  299,7065 1.690
ment tax (=13, 4760) %% (17,3120) ek ,

10, Stamps and -1.2077 0.6597 0. /671 53.7081 1,605
registration (-3,1219)%#¢ (7,3286) %k
fees .

11. Land 4,616808 ~043557 040669 2,219 2,586

revenue (2, 4859) *## (~1,4897) %

1/ Includes passenger and goods tax,

AR B S R
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TABLE A, II,.8

Uttar Pradesh,

(1963~64 to 1978-79)

R B T R R e T TPy

Item Constant

Total state ~-3,0538

tax revenue (=4,9092) #it*
Sales tax -10,1688
(total) (~14,6121) #%
General =11.,4276 "
sales tax (-16,9240) *#it
Central -14,9913
sales tax (+16.0570) Wit
Motor spirit =12,4636

tax (-20,3287) #t
State ~7.48577
excise duty (f14.8901)***
Electricity =13,2907
duty < (~7,2896) e
Motor vehi=- 3,1838
cles tax ‘(5.5674)***
Entertain- ~1241485
ment tax (=21, 3692) *#
Stamps and ~5.1336
registration (~7,4535) %
fees

Passenger and -14,9677
goods tax (=11, 27.26) *i
tand 14, 46689
revenue (2,9972)

R e i e

i T R e O WL W SO NP S SRR e o S S WL

A s

Coefficient
of SOP

LR SRE SR S S PR Y W

143166
(9,2743) ik

1.7158
(20, 7162) #&*

1.8267
(22.,7300) #t

1.9720
(17,7477) #w¢

1.6853
(23.0951)**ﬁ

1. 2744
(21,2988 ##

1.6723
(7. 7066) #t

1.1735

;'(7.2015)*%*

1.5762
(24, 7736) ®t

1.5065
(9, 6224) #

2,0197
(12,8518) #**

0.0021
(2, 4008) *#

[

EaRr

.RJZ

0.8414
09618
0.9681
O.9z86

0.9691
0.,9638
0.7745

0.,7607

0,9730,

08513

049112

0.22

R FL R e R S S

B

0, W,
statis=-
tics

F-value

[ T ST DR ISP RPN

ik
86,0134

1.800
429,160 1,176
516,554 1,340
314,951 1,386
533, 429 1.76§
453,637 1,789
59,392 1,748
51.8628 1.645
613,730 1,730
92,5905 1.919
165.168  1.380
5,764 1,480

N X S L o XL )

PR PR

J T T R O e o P B et o B oE B
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2,
3.
4e

5.

8e
9.
10.

1.

12,

[SEEVIE N

FUET LRF RS ST SR e e aee

Ttem

Total state
tax revenue

Sales tax
(total)

General
sales tax

Central
sales tax
Motor spirit
tax

State excise
duty

Electricity
duty :

Motor vehi-
cles tax

Entertain-
ment tax

Stamps and
registration
fees

Passenger and

goods tax

Land
revenuse

W IR T A T

T R T e

TABLE A.
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II,9

West Bengal.
(1961~62 to 1976=77)

U R S LI ELAE A ¥ E

Constant

R e N ]

~44.51789

=5,93507

(=21.2371) %

“8.3216?
(18,0228 ®w#

-4,0722
(=7.,0568)

=7.80342

(~18,6396) #¢#

’—4059680

(=15, 4057) ®#

~3,99777
(=9, 9509) #w*
~2.,5746
(—5.6118)***
~-3.9003
(=7.2845) e

-1.8415
(=5.2274)

—406437
(m4.1935)***

~0.034025
(-0.0284)

O Tl WY AETEN

¥

Coefficient
of S0P

=G RPN WA S

1.1732

(=14,6494) %%t (30,7308 %

1.3887
(34,35417) #w

1.4951
(26,1578) =t

1.41556
(10,7921) wk#

1. 2053
(23, 2574) ®i

0.9142
(24,8950 ®#%

0.7654
(15,3908) #i*

0.7997
(8,2219) twit

144397
(8, 7755) et

0.8794

(841229) #ik

2.1148
(4.8046) wx

0.2370
(1,5992)#*

B g S R

ot T TS R S I

B A N e e )

L A

ﬁz

0.9823
0.9858
0.9757
0.8783
0,9695
0.9733
0.9328
U.B8063
0.8261

C.8024

0.5799

0.0839

P I T R RPN R

o wems T gk

B N

F-valuye

944,381

1180, 206

684, 231

11060,4693

540,506

619,762

236,876

67,6005

77,0088

€5,9816

23,0841

24557

3 mem .y wom o w

B R - JF M Ly ST SU L

D, U,
statis~
tics

1o 264
14564
1548
2,082
24231
1. 399

2,031

1. 730

1. 696

1.118

0.715

P R S L R, TP ey
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ANNEXURE A,III

REGRESS ION RESULTS RELATING TO ELASTICITY EST IMATES
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TABLE A, TIII,4

Apdhra Pradesh
(1951~62 to 1978-179)

R B T T T T T T T L e R P i Y . T N

Item Censtant Coefficient ﬁz F—value D, U,
of SDP statis~-
tics
1. Total state -1,9767 12204 0, 7971 63,8538 1.939

tax revenue@ (~4,0165)%%% (7,9909)

2. Gengral

sales taxP ~3,3907 144552 0.8827 121,4543 1,689
| (-7.2052) *¢# (11,0206) #®*=

3. Motor vehi-  =2,6192 0.8790 0.8789 117.,1246 1,742
cles taxl (~7.1720) ##% (10, 8224) #*it

4. Entertain- =6, 4561 1.6769 0.9095 161.8902 1.944
ment tax (=11,2463) %% (12, 7236) wwis

5, Stamps and ~5,0725 - 0.9297  0.8664 111,2722 1.315
registration (=7.,3573)%% (10, 5486) e
‘fees : }

6. Land -1.0702_ 0.5149 0.2781 7.5474 2,033

‘revenue (-0 7298) (2.7472) wis

TR A e A LA AN RS RN S AGes ik RO B G R RTETE G AAR ML I WA S a8 b R OE D Eal oAb 3 s KB E L AR . e e A

Note ¢ 1/ Includes passenger and goods tax.

a and b, See below Table A,IIL 8,
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TABLE A, III,2

| Gujarat,
(1961=62 to 1978=79)

R R e T A S R R T T T B P R . T WO PSP IR P S SR S 1= T ey

Item Constant Coefficient R?  F-value O,U,.

of S0P statis=
' tics
BB A ML B T R Sl A S T L S eI Al A5t S B R A Bl W B A B TR L E S B B e ..:s.a-:_-v-”i‘-..-
1. Total stats  =4.5487 1.1836 0,9784  725,8782 2,802
' tax revenue@(-14,0496)%#*% (26,9421)
2. Geperal -10.4549 1,3853 0.9927 2037,6628 2,661
. sales taxP  (-29,1823) #¥% (45,1405) we
3. General ~6,7216 1.3721 0,9781  716,0619 3,076
sales tax (26, 7593) #i
(excluding
motor
spirit tax)
4y Motor -8, 6454 1.2712 0.9426  263,7692 1,514
spirit tax: ‘ (16, 2409) *e#
5. Electricity =-7,4684 1.1333 0,9760  651.3317 2,354
duty . (=21,3855) #wn (25,5212) ®#
6. Motor vehi-  =4,0528 0.7691 0.9026  149,2523 1.493
cles tax (=8,5476) %% (12,2169) #ti
7. Entertainse =9.1701 1.3683 0.9647 437,6826 2,589
ment tax (=18, 6156) *&¢ (20,9209 ##*:t
8., Stamps and  =6.1514 1.0510 0.,9625  411,6488 2,337
registration(-15,7663) *&+ (20,2891) #&t
feas
9, Land 0.7405 0.1417 0.1354 3.5055 2.534
revenue (1.2995) (1.8723) *%*

a and b ¢ See below Table A, III,8.
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TABLE A,IIL3

Koernataka

(196364 to 1978-79)

B e e e R T e e T T T B R . T I T L e o S P Y e L L e S SF S ]

Ttem Constant Coefficient ﬁQ F-value D, W,
of SDP statis-
tics

1. Total state -4, 2930 1,663 - 0,4047 11,1973 2,210
tax revenue2@ (-1,6115)%* (3, 3462) s

2. General -6, 2076 1.2787 0.9695 478,3467 1,320

" sales tax®  (=13,8920) %%t (21,8711) %%

3., State excise  —4,5788 1.8264 0.6602 28,1964 1,259
duty (=4,1135) %8 (5,3100) #

4, Electricity =44 4087 0.7195 0.6125 24,7245 -2,311
duty - (=3,9864) e (4,9724) %

5. Motor vehi~ ~3.2884 1.1317 0.7176 35,5800 1,316
cles tax (-4,3821 %% (6,0481) % :

6. Entertain- ~12,1453 1.7715 0.9783 678.4307 1.308

“ment tax (=23,3652) %+ (26,0467) ¢ _

7. Stamps and “l, 6628 0.8651 0.9102 153,0365 2,531
registration (=8, 7246)%%t  (12,3708) #k
fees

8, Land revenue 3.5511 -0, 2565 0.1642 3.9465 1,762

’ (3.,6997)##%  (=1,9866) #«

TR L AT IS ATEL kA LW A B SR A P R WA MR SR B 3T BT B S A e SR . B s BB SR EaE A . B W AR i

a and b ¢+ See belou Table A,III,8,
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TABLE A, III, 4

Kerala

(1961-62 to 1977-78)

A T T T e e T UL R A EHRs

« onf

P R B EL s T R REPARRE LS e

LIE S o 2= 30

O A . )

Item Constant Coefficient R F-value D, U,
of S5DP statis~
tiecs
1. Total state -1.0710 0.9911 0.8241 71,2835 1,662
tax revenue? (~3,6595)%%% (8, 4430) +H*
2, General -5, 4114 142454 0,9850 1054,3819 1,363
sales taxh  (-20,1613) %% (32,4712) %%
3., State excise ~-1,7359 103436 0.6022 23,7056 1.098
duty- (-3,5150) #%*  (4,8689)®w
4, Electricity =-16.,0049 242673 0.5456 10,6067 2,763
duty - (=4,2150)®+x (3,7646) #EF | -
5, Motor vehi- -1,1953 0,7477 0.4153 11.6543 1,007
cles tax (=2,1513) # (3.4138) #
6o EntertaiB~ -6,2176 Ge 5519 0.6391 15,1651 1.131
ment tax (~3,5960) #:# . (2,0125)
7. Stamps and ~2.3732 0.,9644 0.8893 121.4696 1,540
registration (-8.1443)%%% (11,0213) %%
fees o :
8. Land revenue 1.1102 -0,1096 ~0,0333 0.,4843 1.314
e ..(1.0072) (=006953) . .o i e e ;
Note ¢ D~ The regression has been estimated by using a dummy

variable.
D,= 1 for 1963-64 onuards and zero for other years,

1
a and bt See below Table A,IIL8,
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3e

4,
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a and b :

Item

Total state

tax revenue@d

General sales

taxb

State excise
duty-
Electricity
duty

Motor vehi-
cles tax

- Entertain-

ment tax

Stamps and
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TABLE A, III,5

Madhya Pradesh,
(1961-62 tao 1978-79)

3w A meE g

Constant

-0, 6802

(~1.6372)%

(=12.6064)

-6,0918

(17,6219) s

~1.5489

(=2,1811) %#*

-0,4710

(=1.3023)

-8,0538
(=164 7406) ®*k

-4,3823

registration (=11, 6475) %
feés

land revenue

8.2566

R R 5 DT W NPty

B A A s

R e T T LR S O S s A g L.

[LNE S Fep WY

Coefficient ”? Fevalue D, U,
of S0P statis—
tics

0. 7435
(5.,1385) *#it

1.2615
(18.,1015) ¢

1.1491
(25.3439) #e#

0.,7134
(2,47017) %

045506
(2.0731) =#

1.,1600
(18, 3847) et

"Oo 7473
(15,1437)

-0,90C02

See below Table A,III,8,

0,6136 26,4040 1.5619
0.9505 327.6597 1.341
0.9742 642,3136 1,644
0e62418 6,1013 1,554
0.1709 4,2978 14721
0.9520 337,9739 1.808
538
0.9307 228,3133 1.213
’ B
0,7336 47.8935 1,586

R ARG % CEVE RS W MM E W IR T GTAE
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TABLE A, III, 5

Maharashtra
(196162 to 1973~79)

P S BRI AR B F AR R RSETE. E SLLF X A s 4K MR B THES AR T b e A P8 LS B R TR AT R ke b S B Kl i DT L T

Item Constant CoeFFicient“ ﬁzl F-value DU,
of S0P statis~
tics

e i e bt o e e e B e e T NP i o R R T T . O P " SEFUE TP RRy o TSP P

0.9953

1. Total state ~4,6807 . 1.1905 3601,5931 1.770
tax revenue@ (-28,3731)%%¢ (60,0133) % |

2, General “G, 3424 1.3192 0.9542 2931,982 1.645
sales tax (=31,3017) #%%  (54,1478) e

3. General ~644180 1.3118 0.9934 2562,2728 1,579
sales tax (50, 6189) #=#
(excluding
motor
spirit tax)

4, Motor ~7.5515 1.1589 0.9903 1642.8169 0,771
spirit tax (40,5317) #x#

5. State excise  ~7,7702 1.8326 0.,8801 118,4261 1,692
duty (=9, 2634) %% (10,8824 ##*

6, Electricity -2,0323 0. 8565 0.7566 50,7309 2,277
duty (=4,3764) % (7,1226) &%

7. Motor vehi- ~4,5387 0.8447 0.,9885 1450,6345 1,635
cles tax (-24.5916)##+*% (33,2182)

8. Entertain- -8, 6692 1.3207 0,9879 1385,355 1,855
ment tax (=29,3775)#=6  (37,2204) %R

9, Stamps and ~1,426G2 0.6901 0.7459 47,9598 1,050
registration (-3,6767) %%  (6,9253) %
fees '

10, Land revenue  =1.5748 0.4579 0.6097 27,5586 1,637

L S o R R R e R A i e Sl e o e T i i}

a and b:

(~2.,1708) #*

(5,2496) #+%

See below Table A,IIIL,3,
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TABLE A, III,7

Uttar Pradesh,

(1963-64 to 1978-79)

B T T B e T R R A R = LR P S T o F, S R )

R, e
=2

Item Constant Coefficient R F—-value D,u,
of SDP statis~
tics

BRI L e R BRI e T A i SIS $ . MSRCIETT B A e WSS AT SR AT . B e R BN R T MTED SR R N 8 TR A kg AR T e

[P w

Total state

Te -4, 6011 1.1392 0,9456 261.6178 1,792
tax revenue?® (~7,6870)# (16, 1746) %%
2, General ~10.2845 1.7145 0.9627 388,6304 1.818
sales tax (=13.9145) #+%  (19,7137) ®&
3. General -11.1899 1.7923 0.9624 384,9381 1,770
sales tax (19.6211) *e#
(excluding
Motor
"spirit tax
4, Motor spirit =13,0091 1.7481 0.9622 382,8111 2,039
“tax (19, 5656) ##
5, State excise -3,3906 0.7692 0.7700 51.2140 1.387
duty (=3,7115) %0t (7,1564) ®tt
6, Electricity =11,8616 1, 4755 0.7132 38,3006 2,344
duty (-5.8539) %e*  (6,1887) e
7. Motor vehi- -5,6966 1, 3506 0.8587 86,0601 1,537
cles tax (=7.4478) ®# (9.2759>**%
8, Entertain- -10,8438 1.5124 0.9568 333.0225 1.809
ment tax (-15,3955) % (18, 2489) ###
9, Stamps and -9, 4651 1. 4420 0.9384 229.6754 1,283
registration (-11,7048)##%  (15,1557) ¥
fees V ,
10, Land revenue 22,0301 -5,3552 0.,4765 13,7440 1,597
(3.7513) %0 (=3, 7073) #i#

a and b :

See below Table A.IIIL.8,

e R T NP e NN S

R R Ny e s
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TA3LE A, III,8

West Bengal
1-62 to 1976=77)

N L T )

w2

R R N Y

SR TR gk T R 2

Item Constant Coefficient F-value D, W,
of SOP statis-
tics
1. Total state ~24,2672 0.8440 0;9753 594,0054 1,948
tax revenuea (-8,2005) %t (24,3722) % '
2. General sales -6,5614 . 1,2871 0.,9846 961,4428 2.037
taxb (-19,8002) #*% (31,0071 % |
3, General -~6,7137 1.2696 0.9610 370,6782 1.808
sales tax ' (19, 2530) #=# : .
(excluding
motor
spirit tax)
4o, Motor spirit -7,7225 1,2221 0.,9590 351,9276 1.331
tax (18, 7597) w#w
5, State excise 0.3729 0,1762 0.0084 1.1192 2,225
duty (0.9817) (1.0579)
6. Electricity -2,4416 0.5441 0.B315 75,0147 2,067
duty (-4.8681) %%  (g8,6611)®* :
7, Motor vehi- =24,6200 0.4938 = 0.957¢ 342,3009 1,362
cles tax (~12.2966) ### (18, 5014) #et | T
8. Entertain- ~6,8939 1.0488 0,9663 431.6085 1.422
ment tax (=17.1063) *#% (20, 7752) ¥*¢
9. Stamps and -~144377 064272 . 0.?948 59,0915 1.392
registration (=3,2405)#%%  (7,6871)%%#
fees , . ‘
10. lLand 2,2882 -040535 ~0.,0279 0.8982 1.428.
revenue (0.6591) (-0,1133) '
Note s D: The regression has been estimated by using three dummy
variabless
D1 = 1 for 1964-65 onwards and zero for other years;
02 = 1 for 1972-73 onuards and zero for other years; and
03 = 1 for 1976-77 and zero for other years,
a: Excludes Central Sales Tax.
b: Includes sales tax on motor spirit.
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TABLE A, IIL 9

Regression Results Relating to Elasticity of State
Taxes, in Maharashitra Usipg the Bata Supplied by
the, Maharashtra Government,

(1961-62 to 1979-80)

PR L AL BB 2K T R AR e B TIL CGTALS KR AT W TS SRR TR STRE S G S L SIATIR AL . 3 XM R BLat . E R B S R A W R e

Item Constant . Coefficiant §2 F-valuye D, W,
of SDP statis=-
tics
1. State revenue =3,398 1.022 06996 117,272 1.502
, (64,166) #%
2. State revenue® =3.433 1.015 0.996  4169,995 1,486
(44, 575) #* ‘
3. Sales tax =4,803 1132 0.994 2774,03% 1,500
(total) » (52, 669) *i# “
4., General sales -5,371 1.168 D992 2102.479 1.719
taxb (45.853) #+#
5 Central sales =6,379 1,092 0.987 1397.462 0.928
tax 4 (37,383) #%#
6e Motor spirit -5,935 0.932 0.982 937,588 0.651
tax : (30, 620) ###
7. State excise =14,777 1,955 0,977 7844455 1,306
duty (28.008) *#
8, Electricity ~3.848 0.714 . 0.965 510.324 1.613
duty (22, 590)***
cles tax . (37,302) #w
10. Entertain- -6.805 1.067 0.986  1236,396 1,838
ment tax (35,162) ## ,
11. Stamps and -24393 0.575 0.901 165,655 1,023
registration (12,8717) #ws
fees
12. Passenger and =8,375 1191 0.947 321452 1.412
goods tax . (17,929) #
13. Land revenue -2.658 0,600 0.837 53,547 1,789
_ (9.672)*k*
14+ Purchase tax -9,782 1. 288 0.359 11.073 1.037

L2

Notes: a,

LUIE S R P e

(3, 328) #wt

R B e —

Excludes Central Sales Tax,

b. Excludes Motor Spirit Tax,

B A BTGNS A I TSR R R BESE ICRI R  a



- 53 -

REFERENCES

1. Kmenta, J, (1971). Elements.of Econometrics, Neu York:
The Macmillan Company.

2. Rao, V.G, (1979). The_ Responsiveness of the Indian Tax
§ystem. 1960-61 to 1973-74, Delhi: A1lied
Publishers Private Limited,

3, Sarma, J.V.M. (1980). Methqgs oF _Estimating Income
Elasticity of Taxes = A ev1eu, Working Paper No, 7,

NIPFP,

kulwant.



