Nagaland's tourism industry plays a vital role in showcasing the unique culture, traditions, and
natural beauty of the region. To foster growth and make the state an attractive destination for both
tourists and investors, the Nagaland government, in coordination with central government policies,
has implemented various tax benefits and financial incentives specifically for the tourism and
hospitality sector.

Key Tax Benefits and Incentives
A. Capital Investment Subsidy

e Description: Aimed at reducing the upfront capital cost for investors, the Capital Investment
Subsidy is part of the North East Industrial Investment Promotion Policy (NEIIPP).

e Benefits: This subsidy covers a portion of the investment made by businesses in the tourism
sector. Applicable for developing hotels, resorts, and other tourist accommodations, this
helps investors reduce the initial capital cost significantly, making it easier to establish new
projects.

o Eligibility: Businesses involved in tourism infrastructure development, such as hotels,
resorts, and homestays, qualify for this subsidy.

B. Goods and Services Tax (GST) Benefits
e Lower GST Rates:

o Tourism and hospitality services often enjoy reduced GST rates. Essential tourism
services, such as certain accommodations and food services, may be taxed at lower
GST rates (5% or 12%), depending on the nature and pricing of the services offered.

¢ Input Tax Credit:

o Businesses can claim input tax credit on the GST paid for inputs such as construction
materials, equipment, and operational supplies. This allows tourism businesses to
reduce their overall GST liability and manage expenses more efficiently.

e Impact: Lower GST rates and input tax credits improve profitability for tourism businesses,
making the sector more financially viable.

C. Interest Subsidy on Loans

e Objective: To make loans more affordable for tourism-based businesses, the Nagaland
government offers interest subsidies to lower the cost of borrowing.

e Benefits: The interest subsidy reduces the effective interest rate on loans used for tourism-
related development, such as building hotels, homestays, and cultural centers. This
significantly reduces the financial burden on new projects and expansions.

e Eligibility: This subsidy is available for businesses within the tourism sector that secure loans
for eligible projects.

D. Tax Holiday for New Tourism Enterprises

e Description: Tax holidays provide a temporary exemption from income tax for newly
established tourism and hospitality businesses.



Benefits: Tourism businesses are granted an income tax holiday for a specified period (often
5-10 years), allowing them to operate tax-free during the initial years of setup. This improves
cash flow during the business establishment phase.

Eligibility: New businesses involved in building and managing tourism infrastructure qualify
for this incentive.

E. Exemption from Luxury Tax

Description: To attract upscale tourists and encourage high-end hospitality investments,
luxury tax exemptions may be granted to premium tourism accommodations.

Benefits: Resorts, boutique hotels, and premium accommodation providers may qualify for
luxury tax exemptions. This reduction in taxes allows businesses to offer competitive rates to
high-end tourists.

Eligibility: Hotels, resorts, and tourism accommodations that meet the criteria for luxury
services are eligible for these exemptions.

F. Property Tax Rebates

Objective: To reduce the cost of maintaining tourism properties, property tax rebates are
provided for eligible tourism properties.

Benefits: Tourism businesses may qualify for rebates or reductions in property tax, lowering
ongoing operational costs. These incentives are particularly useful for larger hospitality
properties and resorts.

Eligibility: Tourism establishments, including eco-resorts, adventure tourism camps, and
cultural sites, qualify for property tax reductions based on location and sustainability
practices.

G. Incentives for Eco-Friendly and Sustainable Projects

Description: The government promotes sustainable tourism by offering additional incentives
for eco-friendly projects.

Benefits: Projects incorporating sustainable practices, like energy efficiency and waste
reduction, may receive tax benefits, registration fee reductions, or fast-track environmental
clearances.

Eligibility: Eco-resorts, adventure tourism camps, and nature-based tourism projects that
adhere to sustainability standards qualify for these benefits.

H. Employment Generation Incentives

Objective: To increase job creation, tax rebates are provided to tourism businesses that
employ local residents.

Benefits: Employers may receive tax deductions for wages paid to local employees or claim
additional deductions for job training and skills development. This incentive reduces labor
costs and encourages local employment.

Eligibility: Businesses that create a minimum number of jobs within the local community
may qualify.



I. Marketing Support and Financial Assistance

Description: To assist tourism businesses in promoting Nagaland, financial assistance is
provided for marketing and branding initiatives.

Benefits: Tourism companies may receive financial support for participating in tourism fairs,
branding, or online marketing campaigns, enhancing visibility. Tax benefits may apply to
marketing expenditures.

Eligibility: Tourism businesses promoting Nagaland’s culture, festivals, and natural attractions
are eligible for this support.

J. Land Allotment at Subsidized Rates

Objective: To reduce the cost of land acquisition for tourism development.

Benefits: The government may offer land at subsidized rates for projects like hotels, resorts,
and cultural centers, making it financially easier for businesses to invest in infrastructure.

Eligibility: Registered tourism businesses seeking to develop eligible tourism infrastructure
may benefit from this subsidy.

K. Export Incentives for Indigenous Products

Description: The government supports businesses that promote and export traditional
Nagaland handicrafts, textiles, and other indigenous products.

Benefits: Tax rebates and subsidies on export activities related to cultural items enhance the
attractiveness of Nagaland’s products on a global scale. Tourism businesses that include local
products in their offerings can qualify.

Eligibility: Tourism businesses engaged in promoting or exporting traditional handicrafts,
food products, and textiles qualify for these incentives.

L. North East Industrial Development Scheme (NEIDS)

Description: NEIDS encourages investment in the Northeast with incentives tailored to
tourism.

Benefits: The scheme provides benefits such as GST reimbursement, employment incentives,
and transport subsidies for tourism projects.

Eligibility: New and existing tourism businesses investing in projects or employment
generation within Nagaland qualify for NEIDS benefits.

M. Priority Sector Lending and Financial Support

Objective: Tourism has been classified as a priority sector in Nagaland to increase access to
financing.

Benefits: Banks provide loans at lower interest rates for tourism-related projects under
priority sector lending. This reduces the cost of capital, making it easier to fund tourism
ventures.

Eligibility: Tourism businesses engaged in building or upgrading tourism facilities may qualify
for this support.



N. Special Provisions for Rural and Heritage Tourism

e Description: To encourage rural tourism and preserve cultural heritage, the government
provides special incentives for such projects.

e Benefits: These include grants, exemptions, and financial support for maintaining and
promoting heritage sites, historic monuments, and cultural festivals.

e Eligibility: Businesses involved in rural tourism, homestays, or cultural events qualify.

Conclusion

Nagaland’s comprehensive tax benefits and incentives for the tourism and hospitality sector aim to
attract investment, improve infrastructure, and create job opportunities. These incentives not only
enhance the financial viability of projects but also promote sustainable development and the
preservation of Nagaland’s unique culture and heritage.



