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“ATaxationofagriculturehascriticalroleto
play in the acceleration of economic develop-
mentsinceit isonlytheimpositionofcompulsory
levies inthe agriculturalsector itselfwhichen-
larges thesupplyofsaving foreconomicdevel-
opment.” During the processofdevelopment,
agriculturehas tosupplytherest oftheeconomy
withlargerfoodsurplusandrawmaterials.Pro-
duction and marketed surplus of agricultural
goodshaveto increasetomeet therequirements
ofthenon-agriculturalsectorandalsotosupply
anincreasingproportionofthecommunity’sman
power.Higherpricealonemaynotalwaysbring
about increasedproductionandlarger market-
ablesurplus. Heavieragriculturaltaxationwould
helpinthecommercializationofagriculturewhich
inturnwouldrespondtopricesandothermarket
forces quickly.Agricultural taxationwould in-
ducefarmerstogofor improvedtechnologyand
thiswouldincrease thelabour forceavailablefor
non-farmjobs.Thegovernmenthasbeeninvest-
ingincreasinglylargeramounts inagriculture it
hasnot madeaparalleleffort to taxawayapor-
tionofthe increaseintheincomeofthe farmers.

This is particularly true incase of the large
farmers,whoseincomeshaverisenconsiderably
as a direct consequence of the process of eco-
nomicgrowth.

Present position of Agricultural Taxa-
tion: In a broad way, agricultural taxation in-
cludes taxes paid by the agriculturists directly
and also those bornebythemindirectly. Direct

taxes onagriculture consistmainlyofland rev-
enue, cesses and surcharges on land revenue,
cessesoncropsandagriculturalincome tax.

1) LandRevenue: Traditionally, landrev-
enue is theoldest ofall taxes andat present the
most important taxonagriculturalland.Theland
taxisleviedandcollectedbystategovernments.
Landtaxhasbecomeacrudeacreagetax. From
Rs.48crores in1951-52, theamount collected
had gone up to Rs.1400 crores in 1997-98. In
1951-52, land revenue accounted for 17% of
total sale tax revenue but by1997-98 its share
was only1.3%.

2) AgricultureIncomeTax: Agricultural
IncomeTaxisleviedandcollectedbythestates.
Bihar was the first to levy this tax in 1938. At
present thestateswhichhaveleviedagricultural
incometaxareAssam,WestBengal,Bihar,U.P.,
Rajasthan,M.P.,Orissa,Karnataka,TamilNadu
andKerela. Theratesoftaxhavegenerallybeen
lower thanthoseapplicableto theurbanincome
tax.Thistaxhasalwaysoccupiedaninsignificant
role in India- a little more than 1% in 1951-52
about .1% ofthestatestaxrevenuesin1997-98

PoliticalDomination ofLand Lords
Taxonagriculturehaveremainedgenerally

untouched since several year in India on the
contrary, land revenueonagriculturehas been
either dropped or reduced considerably. On
manyoccasionsthestategovernmentscompleted
witheachothertoproviderelieftotheagricultur-
istsbygivingthemtaxconcessionsorbyabolish-
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ingsometaxesaltogetherratherthantaxingthem.
Asmanyeconomists point it out, land revenues
fromagricultureincomeisinelastic. It does not
increase with increase in prices of agricultural
products. This trend is in the favour of pretty
agriculturist.Theaffluentpeasantry,whoconsti-
tuted perhaps themost powerfulgroup within
the Indiancoalition,successfullyimposedthree
conditionsoneconomicpolicies.

1. Land reforms should not be pushed be-
yondacertainpoint.2. Thereshouldbeno taxa-
tionofagriculturalincomeandwealth3.Andthe
stategovernment shouldmaintainhighpricesfor
outputsandlow prices for major inputs and
therebymaintainabudgetarypolicywithheavy
subsidies.Withtheprovisionofirrigationandmod-
ern farms techniques production has become
more stable. The farmer also gets an assured
priceforhisproduct.Agriculturalincomeisnow
quitehighandstable. It is fit enoughto be taxed
likeanyother income.Fromthepoint ofviewof
horizontalequity, as far as possible, all income
should be treated in the same manner for tax
purpose.

AreviewofAgriculturalTaxationreveals
the following 1.Share of agricultural taxes in
total tax revenues collected by the central and
stategovernmentshasbeenfallingmoreor less
steadily since independence. This is undoubt-
edlymuchsmallercontributionascompared to
about30% whichis theshareoftheagricultural
sector in India’s national income.2. 90% of

agriculturalholdingsaresmallandmarginalcat-
egories. In principle, these farmers should be
exempted fromanyformofdirect taxation. On
theother hand, the richfarmers who aremainly
thebeneficiariesofthegreenrevolutioncanand
should bear the burdenof higher taxation. 3.
Sincerich farmershave powerfulpolitical lob-
bies in both state and central governments, it
wouldnotbepossibleto taxrichfarmersinview
ofpoliticalconsiderationsthat weighwithstate
governments.4.Butsinceabout10%oftoprich
farmers account for nearly 40% of total rural
household income,a movepracticalwayofre-
sourcesmobilizationwouldbe to-

a.Cut downsubsidiesonfertilizers, power,
irrigationetc., whichformagriculturalinputsof
richfarmers and

b.Increaseindirect taxeson theseandother
productslike tractors,diesel,andelectricpumps
etc. purchased byrichfarmers.

Recent experience clearly points out that
control of government is so weak both at the
centerandinthestatestheywouldfinditdifficult
to tax the rich farmers, either directly or indi-
rectly.Taxationonagricultureincomeisgoodfor
economichealthofnation.But thepowerfulland-
lordslobbyisconstantlycreatingobstaclesinthe
wayofimplementation.Therefore, thissector is
remained untouched from any changes in tax
pattern. Hence, changeinpoliticalattitude and
determinationisnecessaryfor taxationonagri-
cultureincomeinIndia.
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