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Abstract 
This article examines Northeast India’s economic trajectory against the backdrop of the Union 

Budgets of 2025–26 and 2026–27, questioning whether national growth frameworks adequately 

account for the region’s distinct geographic, political, and institutional conditions. While record 

allocations to the Ministry of Development of North Eastern Region (DoNER) and a five-fold rise 

in the railway budget signal growing federal commitment, the article argues that budgetary scale 

alone cannot bridge the structural gaps that define economic life across the eight states. Drawing 

on state-level analysis of Assam, Meghalaya, Manipur, Mizoram, Nagaland, Arunachal Pradesh, 

Tripura, and Sikkim, it shows how each state encounters national policy through its own 

constraints—ranging from conflict-disrupted markets in Manipur and climate-induced 

connectivity failures in Mizoram, to land tenure complexities in Nagaland and limited 

administrative capacity across the region. The article concludes that durable economic progress in 

Northeast India depends not only on the volume of investment but on whether policy is designed 

to engage local conditions, repair market trust, and build institutions capable of sustained 

implementation. 

 

For the people in the Northeast, the Union Budget every year rarely arrives as a surprise. Its 

ambitions are familiar and its language assured, but what shifts from year to year is the space 

between national planning and regional ground. In 2026–27, that space feels wider as the budget 

reflects a government that has moved past short-term repair and into a phase of longer planning.  

In recent years we have seen Northeast India moving from a periphery to a modest growth engine, 

driven by higher central transfers and investment in the region, massive infrastructure pushes and 

various sector‑specific schemes. The 2025‑26 financial budget raised the Ministry of Development 

of the North‑Eastern Region (DoNER) to ₹5,915 crore and the 2026‑27 budget lifted it further 



more to ₹6,812.30 crore which itself is a 15 % rise in budget being allocated for the overall 

development for the entire region, also in a way lifting the region’s total dedicated financial 

envelope to a record ₹11,486 crore from Delhi. (The Sentinel Assam, 2026) 

Currently, the fiscal deficit stands at 4.3 per cent of GDP. Interest payments continue to claim a 

large share of revenue, yet the overall posture is one of stability rather than urgency. That posture 

runs through the budget documents. Growth is expected to move through infrastructure, 

manufacturing and logistics, supported by freight corridors, inland waterways, high-speed rail 

links, industrial clusters and city economic regions. The financial allocations and institutional 

arrangements are consistent with this direction.  

Seen from the Northeast, however, this framework narrows quickly. Much of the policy 

architecture assumes continuity of movement and concentration of activity, conditions that the 

region does not experience evenly. Distance, seasonal disruption and uneven connectivity shape 

everyday economic life in ways that are difficult to compress through national planning alone. 

This matters for how policy operates on the ground. Infrastructure-led growth tends to work where 

land assembly is feasible, markets can absorb shocks, and transport systems function with some 

regularity. Tax devolution also climbed from 3.128 % to 3.258 % of central collections, expanding 

fiscal autonomy for the eight states. (The Sentinel Assam, 2026) A special assistance package 

of ₹2 lakh crore for capital investment promises to accelerate roads, urban renewal and logistics, 

especially in Assam. (The Shillong Times, 2026)  

These inflows have translated into tangible outcomes: the railway budget for the Northeast rose 

five‑fold to ₹11,486 crore, new high‑speed and freight corridors are slated to link Guwahati with 

the rest of India, and the government announced a ₹500 crore ULFA‑rehabilitation fund, 

a ₹10,000 crore MSME growth fund and a ₹40,000 crore semiconductor mission. Industry bodies 

have welcomed the “balanced and growth‑oriented” mix of connectivity, manufacturing and skill 

initiatives. (The Assam Tribune, 2026) 

Across large parts of the Northeast, roads fail with the weather, supply chains thin out beyond 

district centres and administrative capacity varies sharply across space. These factors do not block 

growth altogether, but they change how it takes shape and how long it takes to settle. Assam comes 

closest to the economy that the budget appears to imagine. Investment summits and industrial 



outreach have positioned the state as a platform for large projects, with refineries, petrochemicals, 

electronics and data infrastructure clustering around Guwahati and its surrounding corridors. 

Recent growth figures and announcements point to momentum, particularly where manufacturing 

and logistics intersect. 

That momentum remains dependent on systems that are still uneven. Industrial clusters rely on 

bulk logistics that fray at the edges, with river transport constrained by season and road corridors 

losing time and cost at the last mile. Informal trucking networks continue to carry risks that formal 

systems cannot absorb. National freight corridors and inland waterways will shape Assam’s 

trajectory only to the extent that they connect into these internal networks in ways that reduce, 

rather than bypass, local friction. 

Meghalaya presents a different profile. Its economy is small and diversified, shaped by limestone 

and cement-linked activity alongside horticulture, tourism and small trade. Rainfall, steep terrain 

and fragmented land holdings influence both settlement and production. Shillong functions 

primarily as a service centre, without an industrial hinterland that can absorb large investments 

quickly or consistently. Within this context, the budget’s emphasis on city economic regions and 

population thresholds sits awkwardly. Meghalaya’s constraint lies less in attracting funds than in 

translating them into infrastructure that can withstand climate and geography. Transfers will 

continue to flow through established channels, but their conversion into roads, storage facilities or 

market infrastructure depends on technical capacity that remains concentrated in the capital and 

sparse elsewhere. Where projects stall, the explanation often lies in administrative limits rather 

than resistance. 

Manipur enters the budget through a different set of concerns. Since 2023, violence has disrupted 

not only neighbourhoods but also markets that once connected hills and valleys through informal 

trade. Displacement fractured trading routines, and supply lines collapsed without leaving financial 

records of their loss. Recovery under these conditions cannot rely on project announcements alone. 

It requires land security, social repair and the reopening of everyday market spaces where trust has 

been eroded. Large capital allocations offer limited guidance for restoring the small traders, 

transporters and service providers who once sustained local circulation. Without attention to 

reconciliation and market repair, new infrastructure risks standing apart from economic life. In 



Manipur, the pace of recovery depends less on the speed of investment than on the slow 

reconstruction of relationships that made exchange possible. 

Mizoram’s constraint is neither conflict nor scale, but reliability. Economic activity is repeatedly 

interrupted by climate and terrain, as landslides, washouts and road failures turn routine movement 

into risk. State disaster plans document this cycle year after year, with trucks stranded, towns cut 

off, and prices rising during periods of isolation. Under these conditions, growth depends on 

whether connectivity can endure rather than accelerate. Large national logistics projects operate at 

a distance from this reality, while drainage systems, slope management, road maintenance and 

local connectivity determine whether markets function at all. These interventions rarely appear 

dramatic in national plans, yet they shape daily economic outcomes more directly than headline 

projects. 

Nagaland and Arunachal Pradesh share constraints linked to land and access, though their 

economic paths diverge. In Nagaland, land ownership regimes complicate industrial assembly and 

extend project timelines, placing negotiation and local governance at the centre of development 

outcomes. In Arunachal Pradesh, hydropower potential and border proximity create long-term 

possibilities that unfold slowly, requiring secure corridors and social agreements sustained over 

decades. In both cases, national industrial schemes gain traction only where local institutions can 

mediate land, livelihoods and time. Where that mediation is weak, announcements struggle to 

translate into activity. 

Tripura and Sikkim operate within narrower economic niches. Tripura’s proximity to Bangladesh 

creates opportunities that depend on border facilitation, processing capacity and stable transport 

links, where incremental improvements in customs and warehousing often matter more than large 

infrastructure. Sikkim’s economy rests on tourism and organic agriculture, both sensitive to 

ecological balance and regulatory clarity. Here, outcomes depend on alignment with existing 

conditions rather than expansion in scale. Resources across the region flow through devolution 

and centrally sponsored schemes, with implementation premised on the ability of state 

administrations to absorb funds, provide matching resources and manage complex projects.  

In the Northeast, delays frequently reflect limits of capacity rather than reluctance to spend. Rising 

transfers do not automatically translate into functioning roads, revived markets or stable services, 



and building institutions capable of sustained implementation remains a slower task than allocating 

funds. 

Financial architecture adds another layer of unevenness. The budget’s effort to deepen bond 

markets, restructure power finance institutions and expand credit guarantees aims to reduce 

systemic risk nationally. In the Northeast, access to finance continues to be shaped by geography 

and informality. Market-based instruments reach only a small set of urban centres, while most 

towns rely on conservative, relationship-driven banking. In this setting, households absorb risks 

that formal institutions are structured to avoid. Formalisation runs through the budget as an 

organising principle. Micro, Small, and Medium Enterprises (MSMEs) are channeled into liquidity 

systems built on invoices, receivables and digital trails, supported by a ₹10,000 crore SME Growth 

Fund, credit guarantees and securitisation mechanisms.  Across much of the Northeast, enterprise 

takes hybrid forms, with selling, delivering, tutoring and craft work blending into single 

livelihoods. Incomes fluctuate across seasons, and documentation remains uneven. 

Instruments designed for standardised accounts reach only part of this economy. Many enterprises 

encounter thresholds and compliance demands that sit uneasily with how work is actually 

organised. Services receive attention as an area of potential expansion, with Animation, Visual 

Effects, Gaming, and Comics (AVGC) labs, allied health institutions, medical tourism hubs and 

skilling programmes outlined in the budget. These initiatives resonate with a young population 

and cultural strengths across the Northeast, including language, care work, design and hospitality. 

Their effectiveness depends on continuity. Training leads to work when transport remains reliable, 

seasons are predictable and local markets stay open. Where these conditions falter, skills circulate 

without settling, and employment becomes episodic. 

Conclusion 

Employment features prominently in the budget’s language, framed as an outcome expected to 

follow growth. In regions where wage employment remains limited, and self-employment fills 

much of the gap, work is often assembled before growth arrives, leaving policy to catch up with 

practices already in place. Political conditions intensify these economic constraints. In Manipur, 

violence has reshaped market geography. In Assam, industrial expansion relies on informal 

networks that keep cities supplied. In Mizoram, roads determine whether goods move or spoil.   



Under these conditions, physical infrastructure alone cannot stabilise markets, which depend on 

trust, access and predictability. Each state will engage in national investment through its own 

conditions and constraints.  For people in Guwahati, Shillong, Imphal, Aizawl, Kohima, Dimapur, 

Gangtok and Agartala, the test remains ordinary: whether roads remain passable through the 

season, whether markets reopen after disruption, whether power supply holds, and whether 

demand lasts long enough for a small enterprise to plan ahead.  When budgets begin to meet these 

conditions, growth starts to take shape locally. Until then, the Northeast will continue to read 

national plans with attention to how they settle on the ground, rather than to the scale at which 

they are announced. 
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