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Case for an Agricultural Income Tax 
Yoginder K Alagh 

IT is contended here that agricultural income-tax has an important role in mobilising financial re-
sources from the agricultural sector and in imparting a measure of progression to rural fixation. 

Contrary to the general belief, imposition of ceilings on land holdings does not detract from the need 
for an agricultural income-tax. 

In the States which now levy agricultural income-tax, the yield from the tax has grown more or less in 
proportion to total tax revenues. 

Nor does the fact of small peasant proprietors predominating in the rural economy render the tax 
inapplicable for administrative reasons. The technique of presumptive assessment, already in use in the country 
for assessment of land revenue, can be used to assess the tax liability of small holders. 

| M P O S E D for the first t ime in 
Bihar in 1938. the agr icu l tura l 

income tax in its i n f a m y , was, for 
obvious reasons, a great favouri te 
with economists and also received 
support f rom official bodies report
ing on taxat ion. | See. for example, 
Government of Madras Land Reve
nue Reforms Committee, Second 
Report. Ch 3. Pps 39-46 and Govern
ment of Ind ia . Taxa t ion Enquiry 
Commission V o l 3, Pps 198-205 and 
Pps 222-221). By 1951 seven State, 
were levying this tax : Bihar 11938), 
Assam 11939). West Bengal (19-44). 
Orissa (1918) U P ( 1 9 4 8 ) , Hyde 
rabad (1950) and T C (1951). 
Two more States, Rajasthan and 
Madras jo ined in 1954. This tax 
was repealed in Hyderabad and U P 
in 1957 and in Rajasthan in 1960, 
but after the reorganisation of 
States, i t was introduced in Kera la 
and Mysore I in 1957 for land under 
commercial crops o n l y ) . At pre-
sent therefore, seven States are 
again l evy ing i t , namely, Assam, 
Bihar , Kera la , Madras. Mysore, 
Orissa and West Bengal. We may 
now go on to examine the coverage 
and the structure of this tax. 

One of the basic factors wh ich 
determine the coverage and struc
ture, and therefore, na tura l ly , the 
y ie ld f r o m a tax on income is the 
'concept of income' which is to be 
used as a tax base. In the case of 
the agr icu l tu ra l income tax, there
fore, the concept of ' ag r i cu l tu ra l 
income' on which this tax is based, 
is crucia l . For the purposes of 
ag r i cu l tu ra l income- taxat ion, the 
def in i t ion of ' ag r i cu l tu ra l income' 
given in the Indian Income Tax A c t 
1922, Section 2 - (2 ) is usual ly 
accepted. L ibera l ly in terpreted this 
includes most incomes o r ig ina t ing 
f r o m the ru ra l sector, i nc lud ing i n 
come f r o m the practice of ag r i cu l 

lure, income f rom various a l l ied 
services and rents on both land and 
bui ldings in this sector. The j u d i 
cial in terpreta t ion of these p rov i 
sions has therefore been fa i r ly libe
ral , both in the in terpreta t ion of the 
coverage of the agr icu l tu ra l sector, 
and in i nc lud ing in income, for 
the purposes of a State, a l l agr icul 
tural income accruing to the resi
dents of the State and not only the 
income or ig ina t ing in the State itself. 
However, in one important sector. 
viz agr icu l tura l income of com
panies, judic ia l in terpre ta t ion has 
tended to somewhat l i m i t the scope 
of Guzdur agr icul tura l income. In 
the case of M r s Bacha F Guzdur, 
Bombay. Vs Commissioner of In
come Tax Bombay, the Supreme 
Court of Ind ia ruled that d ividend 
income received by an assessee is 
not agr icul tura l income. Thus the 
shareholders of a company earning 
agr icul tura l income, were not l iable 
to pay agr icu l tura l income tax, either 
themselves or by deduction at source. 
Thus the States could collect agri
cu l tu ra l income tax f rom companies-
only by tax ing them direct ly . Most 
of the States levying agr icu l tura l 
income tax, therefore, amended their 
tax structure accordingly. [See for 
example Govt of West Bengal. T h e 
West Bengal A g r i c u l t u r a l Income 
Tax (Amendment ) Act. 1957']-
Actual ly apart f rom Madras and 
Mysore, which also levy this tax 
mainly on plantations, the other 
States have a separate Schedule for 
the taxation of agr icul tura l income 
of companies, and in the process of 
amending this por t ion of their A g r i 
cu l tu ra l Income Tax Acts they also 
raised the rates of this tax. 

Two Broad Types 

There are two broad types of 
agr icu l tu ra l income tax structures in 
I n d i a . We may call one the 'sche

dule r ag r i cu l tu ra l income tax' and 
the other the 'plantation., agricul
tura l income tax,' To the former 
category belongs the more general 
type of agr icuI tura l income tax. as 
it is in operation in Assam. Bihar . 
Orissa and West Bengal and as it 
was in operation before it was re
pealed in U P Rajasthan and Hyde
rabad and to the latter category be
longs the tax as it is in operat ion 
in the Southern States of Madras, 
Mysore and Kerala (a l though here a 
more complicated pattern has evol
ved ) . The 'sehedular agr icu l tu ra l 
income tax provide , three different 
schedules of rates for individuals , 
undivided H i n d u jo in t families and 
j o i n t slock companies and associa
tions. Companies and associations 
are normal ly more heavily taxed 
than individuals . This tax is gene
ral in nature and covers the whole 
of agr icul tura l income was defined 
above) . These taxes were o r i g i n a l l y 
designed mainly to tax rental i n 
comes f rom Zamindar i estates, but 
now also cover the returns accruing 
to larger fa rming and other units in 
the agr icu l tura l sector. 

The "planlations" type of agr icul 
tural income tax is sometimes levied 
as a direct tax on the agr icul tura l 
incomes of a l l p lantat ions as in 
Kerala and Madras or sometimes do 
an agr icul tura l income tax on com-
mercial crops as in Mysore ( I n 
Kerala and Mysore this tax is levied 
in combinat ion w i t h a Basic Land 
T a x ) . This tax is an excellent 
arrangement for taxing the profits 
of plantations, which present very 
easily locatable sources of agr icul
tura l income. Actual ly the profits 
f rom most of the products of plan
tations, e g tea. coffee, rubber and 
tobacco, have been rising; because 
of price-rises as a result of r i s ing 
of home and export demand. 
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Existing Taxes 

We may now study the actual rate 
pat tern for both these types of agr i 
cul tural income tax. In the "sche-
dular" agr icu l tu ra l income tax the 
f irst rate schedule is for i n d i v i d u a l s 
There is a m i n i m u m exempt ion 
l im i t of Rs 3000 after which a pro
gressive rate schedule is set f o r suc
cessive slabs of agr icu l tu ra l income. 
No tax is levied for the first slab of 
Rs 1500 (RS 3000 in Orissa) and 
after this the m in imum tax is 4 per 
cent—5 per cent. The number of 
slabs and the size of each slab varies 
f rom State to S ta te The max imum 
rate varies f r om 25 per cent in West 
Bengal to 78 per cent in Orissa. 
Related to this schedule is the rate 
schedule for members of undiv ided 
H indu jo int fami l ies. Each brother 
or co-partner of such a fami ly has 
to pay a tax ranging f r om 2 per cent 
to 3 per cent on the first slab which 
varies f r o m Rs 3000 to Rs 6000. 
Af ter this slab members of jo int 
fami l ies are also subject to the same-
rate-schedule as ind iv idua ls . The 
th i rd schedule relates to the agricul
tural income of companies and the 
rate varies f rom 30 per cent to 40 
per cent. Instead of this schedule. 
Bihar levies a super tax on agr icul
tural incomes in addi t ion to the 
agr icu l tura l income tax at a progres 
sive rate ranging f r o m 8 per cent 
to 33 per cent. A super tax is also 
levied in Kerala on both ind iv iduals 
and companies, the fo rmer at a 
max imum rate of 34 per cent and 
the la l t ter at 31 per cent. 

As regards the "plantations' agr i 
cul tural income tax, Kera la and 
Madras levy it straightaway as a 
graduated tax on successive slabs 
of income. In Madras the rate rises 
f r om 3 per cent to 35 per cent. In 
Kera la, for the t ime being, due to 
difficulties of est imation of agr icu l 
tural incomes, par t icu lar ly of smaller 
units, this tax can be compounded 
into a l ump sum tax of Rs 75 per 
year f o r total agr icu l tu ra l incomes 
of Rs 5000 or less. A f te r this l i m i t 
a graduated tax r is ing to 25 per 
cent is levied. However as ment ion
ed above, there is also a 'schedular' 
tax w i t h a super tax. In Mysore 
the tax pat tern is s l ight ly more com
pl icated. The agr icu l tura l income 
tax as we have seen is levied only 
on lands under commercial crops. 
This land is d iv ided in to seven or 
eight categories and income esti
mated either on actual earnings or on 

a presumpt ive basis. The exempt ion 
l im i t is Rs 3000 as agr icu l tu ra l in
come or 30 standard acres of land, 
after wh ich the usual graduated tax 
is levied on successive slabs of in
come. 

Rising Rates 

A comparat ive study of the rate 
structure of this tax over the period 
of the last two decades wou ld show 
that rates have been r is ing continu
ously. Actua l ly one of the cr i t ic isms 
of this tax earl ier, was that, a lower 
rate of agr icu l tu ra l income taxation 
creates a g la r ing anomaly especially 
when compared to the Central in 
come tax on non-agr icul tura l in
comes. Rates of agr icu l tura l income 
taxat ion have however, been r is ing, 
par t icu lar ly , du r ing the last two 
decades. 

A few points may be noted h e n . 
before we try to ar r ive at any con. 
elusion. To begin w i th there are 
considerable differences in the rate 
structure of various States, e g the 
max imum rate varies f rom 25 per 
cent in West Bengal to 78 per cent 
in Orissa. Then a super tax is 
levied in B ihar and Kerala, al though 
in Orissa it can be said that the 
rate of income tax is by itself sufii-
c ient ly h igh to f i l l in this gap. Again 
in the States where the agr icu l tu ra l 
income tax is prov ided only for the 
taxat ion of the agr icu l tura l income 
of plantations, the rate is definitely 
below the rate for the taxation of 
agr i cu l tu ra l income of companies. 
Th is is a d iscr iminat ion which is 
very diff icult to jus t i fy because in 
Assam, Bihar and West Bengal p lan 
tations are subject to agr icu l tura l 
income taxat ion, at the rate which 
applies to companies. In these three 
States, the rate for companies varies 
f r o m 34 per cent to 40 per cent of 
tota l agr icu l tu ra l income while in 
Madras and Mysore the rate varies 
f r o m 5 per cent to 35 per cent of 

agr icu l tura l incomes. Thus, in these 
States, plantat ions are at a consider
able advantage, especially fo r the 
lower slabs of income, where the 
rate rises f r o m 5 per cent. This 
anomaly should, therefore, be defi
nitely removed and there seems to 
be l i t t le just i f icat ion f o r the lower 
taxation of p lantat ions in States 
which have provided special income 
taxes to tax their agr icu l tura l in
come. In general, there seems 
to be scope for an upward revision 
of rates in some States, to b r ing the 
direct taxat ion of agr icu l tura l in 
come in l ine w i th that in States l ike 
Orissa and also in line w i th the 
direct taxat ion of non-agricul tural 
incomes. 

Yield Not Stagnant 

We find however, that inspite of 
a very low tax structure in some 
States, the yields f r o m the agr icu l 
tu ra l income tax have been r is ing 
fa i r l y substantially as shown by the 
fiscal experience of the States, 
dur ing the last decade. The Table 
show's that total receipts of al l the 
States on account of the agr icu l tura l 
income tax have increased f r o m Rs 
433 lakhs in 1951-52 to Rs 892 lakhs 
in 1959-60 and are budgeted at Rs 
867 lakhs for 1961-62. (Past expe
rience shows that the budgeted esti
mates for this tax are usually on the 
conservative side.) A comparative 
analysis of the rise in actual yields 
f rom the agr icu l tura l income tax 
and total State revenue f r o m taxa
t ion, leads us to the conclusion, that 
the relative increase of both was the 
same un t i l 1959-60. The Table 
shows clearly that f rom 1951-52 to 
1959-60, the extent of the rise in 
the two indices was the same viz. 
f rom 100 to 206. The index of y ie ld 
f r om agr icu l tura l income taxat ion 
actual ly rose more f r o m 1955-56 to 
1958-59 than the index of total tax 
yields. 
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The above analysis, therefore, con
firms that both f rom the point of 
view of the coverage of the tax as 
well as the yie ld f rom it agricultu
ral income-tax is st i l l a taxation 
measure of some importance in the 
fiscal machinery of the States. A n d 
yet al present the general op in ion 
on the subject is sceptical of the 
usefulness of this lax on the grounds 
that it has lost its jus t i f ica t ion he-
cause of the appl icat ion of ceilings 
on land holdings, It is also argued 
that f rom the adminis t ra t ive view
point, it is a difficult tax to levy and 
the returns f r o m it have stagnated. 
Discussing rura l taxat ion I S Gulati 
insists "The need for another mea
sure has arisen par t ly because' of 
the very ineffectiveness of the pre 
sent tax based on ag r i cu l tu ra l in 
comes" U S Gula t i . 'Resource 
Prospects of the T h i r d Five Year 
Plan." p 72) . He goes on to say 
that ". . . judged f rom the current 
y i e ld of the tax no substantial im
provement has taken place in the 
appl ica t ion of this tax." Point ing 
out what in his op in ion are the. 
major shortcomings of this tax, he 
says "It is not sufficiently realised 
that f rom the view of effective ap-
p l ica t ion of a tax, how impor tan t it 
is to have a tax base which is easy 
to locate and. ident i fy , Between in
come and land as two alternative 
bases for a tax there could have 
been no question of a choice he-
cause the choice is so clearly in 
favour of land f rom the above point 
of view." D T Lakdawala sums up 
the argument against the agricul
tura l income tax by saying that " I n 
an under-developed country l ike 
Ind ia w i t h smaller size of holdings, 
lower average incomes g i r a t e r self-
sufficiency. and greater i l l i t e racy , 
agr icu l tura l income tax can only he 
collected w i t h some degree of effi
ciency f rom a very smal l m i n o r i t y 
of the rura l populat ion. [D T Lak
dawala, "Taxation and the Plans, 
P 1 1 4 ] . 

The va l id i ty of these arguments 
w i l l he considered below. For the 
t ime being, however, it may be 
noted that, whatever its theoretical 
jus t i f ica t ion , the above v iewpoin t is 
fast ga in ing recognit ion in official 
circles; presumably also because a 
refined measure of taxat ion, how
ever much it may correspond to 
equi ty ideals, is also usually a diffi
cult tax to admin i s t e r and hence 
may be sacrificed for a simpler mea
sure. We find, fo r example, that the 

Government of Rajasthan's Finance 
Enqui ry Committee compares the 
agr icu l tu ra l income tax w i t h the 
more inequitable but simpler sur
charge on land revenue and recom
mends the latter because amongst 
other reasons the "mode of assess
ment w i l l be simpler and less Iron 
bIesome." 

Far from Redundant 
Some of these cri t icisms of the 

agr icul tura l income tax have already 
been discussed while reviewing the 
work ing of this tax, e g yields, 
coverage, etc. It has to be seen, 
however, whether the agr icu l tura l 
income tax has become redundant 
after the abol i t ion of intermediaries 
and the appl icat ion of ceilings on 
land holdings and also whether the 
State tax adminis t ra t ion can cope 
w i th the burden of levying this lax 
efficiently enough to realise expand
ing yields. Perhaps the argument 
that ceilings on land holdings make 
a progressive agr icu l tu ra l income 
tax redundant has been overstressed. 
To begin w i t h , of course there is 
the pol i t ica l argument that ceilings 
on land holdings, have not been ap
plied with as much r igour as was 
intended. However, leaving aside 
the pol i t ical arguments and judg ing 
ceilings on land holdings in the. 
l ight of the intent ion of the legisla
t ion itself, certain very interesting 
results emerge. One such point is 
that the cei l ing on land holdings is 
so flexible that the income f rom the 
m a x i m u m agr icul tura l ho ld ing could 
be subject to agr icul tura l income 
tax. This is corroborated by facts. 
Let us take the case of Rajasthan. 
The cei l ing was fixed at 30 standard 
acres of land for a f a m i l y of five 
persons. Five extra standard acres 
were allotted up to a max imum 
l i m i t of 60 acres. A standard acre 

is " l i ke ly to y i e ld ten maunds 
of wheat yearly." [Government of 
Rajasthan. Rajasthan (Tenancy 
Amendment A c t ) 1960, p 3] . The 
price of wheat in December 1959 
( i t has risen since then) was Rs 
17.37 per maund. At this price. 
30 standard acres would yield an 
income of Rs 5,211 per year and the 
m a x i m u m of 60 standard acres Rs 
10,422 per year. A g r i c u l t u r a l i n 
comes of this magnitude would de-
finitely be subject to an agr icul tura l 
income tax, if one existed. Ceilings 
on land holdings are l ibera l even 
as they are, but especially because 
they are not a cei l ing on income 
but only a ce i l ing on land. A n d in 

a developing economy where prices 
are r i s ing and produc t iv i ty of land 
is increasing, the 'ceiling" on land, 
w i l l not always lead to a ceil ing on 
agr icul tural income. As such, the 
ceil ing on agr icu l tu ra l income f rom 
land w i l l , w i t h i n certain broad l imi t s 
he a flexible concept. 

Thus the base of the agr icu l tu ra l 
income tax w i l l not he unduly nar
rowed w i t h the appl ica t ion of the 
agr icul tura l income tax, because in
come f r o m agr icu l tu ra l holdings, 
even after the appl icat ion of ceil
ings may in reality s t i l l be above 
the exemption l imi t of this tax. 
However, it may be argued that 
al though the ce i l ing on agr icu l tura l 
income is flexible, an upper l i m i t 
w i l l always be there, whi le the pur
pose of an agr icu l tu ra l income tax 
would be largely only to tax in
comes above this l i m i t . But now 
we must also keep in mind that after 
the abo l i t i on of intermediaries, most 
of the units in the agr icu l tura l sector 
which y ie ld large incomes (already 
existing or l i ke ly to emerge in the 
process of economic development ) 
are exempted f rom the legislation of 
ceilings on land holdings. This 
might seem rather surpr is ing, but a 
close look at the list of exemptions 
appended to most acts relating to 
ceilings on land holdings confirms 
it. The main sources of large in
comes f rom agr icul ture , like large 
mechanised and specialised farms, 
dairies, breeding centres, orchards 
and groves, plantations ( in most 
eases) and co-operative farms are 
all exempted f rom ceilings on land 
holdings. Ac tua l ly large rental in
comes having been more or less abo
lished, these remain the major sour
ces of large incomes in the agr icul
tu ra l sector. It wou ld be absolutely 
anachronistic if such sources of large 
agr icul tura l incomes—which escape 
the legislation of c e i l i n g , on land 
holdings are exempted f rom pro
gressive income taxat ion . It is 
strange that this progressive agr i 
culture income taxation should be 
abolished on the grounds that it has 
lost its raison de etre after the ap
p l ica t ion of ceilings. 

Taxation of Larger Units 
The taxat ion of large units in the 

agr icu l tu ra l sector is fur ther just i 
fied by the fact that these large 
units, are in a more advantageous 
posi t ion to use to their benefit the 
whole gamut of extension services 
and credit facil i t ies wh ich are pro
v ided through our r u r a l p lann ing 
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agencies. Considering, that it is a 
del iberate abject ive of pol icy to en-
courage these large un i ts and to 
p rov ide condit ions wh ich lead to 
the i r expansion, there seems to be 
l i t t le jus t i f i ca t ion fo r not subject ing 
them to progressive taxat ion. Actual
ly there is l i t t le reason fo r even 
exempt ing co-operative farms f r o m 
th is tax. A sample study of co
operat ive farms by the Planning 
Commission po in ted out that many 
co-operative fa rms are merely a 
cover f o r mechanised fa rms run 
w i t h h i red labour , so that their 
owners can secure the benefits pro
vided by the Government fo r genu
ine co-operative farms, [Pro
g ramme Evaluat ion Organisat ion, 
P lann ing Commission 'Studies in 
Co-operative Fa rm ings ' ] , 

The argument that taxat ion might 
be .a disincentive, may be countered 
by p rov id ing the same tax hol iday 
and other concessions wh ich are 
given to new concerns in the noti-
ag r i cu l l u ra l d i rect taxat ion struc
ture. A good tax system should 
always adjust itself to changes in 
product ion-techniques and other 
economic and social condit ions. In 
th is connection the agr icu l tura l in
come tax has another advantage, in 
the sense that it might or ient the 
ru ra l taxat ion structure to the needs 
of a more efficient agr icu l tura l eco
nomy which is the object ive of rura l 
economic p lann ing . Actual ly to the 
extent that r u ra l p lann ing is success
f u l in encouraging large-scale farm
ing w i t h modern techniques ( i n 
pract ice, however, it is st i l l not 
clear whether the real pol icy basis 
of our agr icu l tura l p lann ing wi l l 
lead to large-scale f a rm ing or a 
smal l peasant propr ie tor economy 
w i t h adequate servic ing faci l i t ies) 
the agr icu l tu ra l income tax w i l l be 
come an ideal f iscal measure fo r 
mob i l i s ing resources f o r economic 
development. 

Assessment of Income 

There remains the argument that 
the admin is t ra t ion of an agr icul 
tural income tax which wou ld in 
volve the est imat ion of agr icu l tu ra l 
incomes, maintenance of accounts 
and other' difficulties, would raise so 
many problems both of a, conceptual 
and pract ica l nature that the work
ing of this tax w i th even a m i n i m u m 
standard of efficiency, would be be-
vo iu l the administ rat ive capacity of 
many State Governments. We w i l l 
see below that the admin is t ra t ion of 
th is tax can be considerably s i m p l i -

f i ed , hu t apa r t f r o m th is, i t i s a l so 
possible to underestimate the capa
c i ty o f State tax admin is t ra t ions. I t 
is obvious that ". , . success in tax 
admin is t ra t ion goes hand- in-hand 
w i t h success in other branches of 
Government admin is t ra t ion" . [Has
kel l P W a l d , T a x a t i o n of Ag r i cu l 
tu ra l Land in Under-Developed Eco
nomies, p 162 ]. 

Those who had been s tudy ing 
p lann ing and admin is t ra t ion in the 
States, wou ld have no hesi tat ion in 
saying that the State admin is t ra t ions 
have been requi red to p lay a fa r 
more impor tan t and diversi f ied role 
than before du r ing the last decade 
of economic p lann ing . The imple
mentat ion of programmes of Com-
muni ty Development, social services 
and transport and power develop
ment involve a good deal of admi
nistrat ive capacity and co-ordinat ion 
w i th in the State itself and w i t h the 
P lann ing Commission and var ious 
Central Min is t r ies. The avai lable 
statistical indicators a l l point to a 
much higher level of per formance of 
the States in the Second Plan per iod 
than in the Fi rst P lan. Th is is al l 
the more true in the fiscal field. Of 
par t icu lar interest to us is the fact 
that the States have been, d u r i n g the 
last decade, car ry ing out extensive 
revenue settlement and resettlement 
operations on land. " M a n y of the 
basic adminis t rat ive requirements of 
land taxat ion can be satisfied in con
junct ion w i t h the Government 's ad
min is t ra t ion of a land p rog ramme. " 
[ Ib id, p 1 6 5 ] . Th is is of par t icu
lar interest to us because an ade
quate and experienced land settle
ment machinery is a precondi t ion of 
the operat ion of an agr icu l tu ra l in 
come tax which also relies on pre
sumptive techniques of assessment, 
as suggested below. 

One of the basic problems that the 
admin is t ra t ion of the agr icu l tu ra l 
income tax throws up, is that the in 
come of many small peasant pro
pr ietors cannot be assessed because 
they do not mainta in any accounts. 
Th is is used as a major argument 
against an agr icu l tura l income tax 
in our country. I t would be interest
ing to note how a few other coun
tr ies of the w o r l d (some w i t h tax 
adminis t rat ions probably Jess exper i 
enced than Ind ia 's) have solved this 
problem. In many La t in Amer ican 
Countr ies (Argen t ina , B raz i l , Chi le 
and M e x i c o ) , and some West Euro
pean Countr ies (par t i cu la r l y Swit
zer land) a presumpt ive technique of 

assessment is used fo r assessing ag r i 
cu l tu ra l income wh ich is then taxed 
w i t h an income tax * , The p resump. 
t ive technique of assessment of f a r m 
income is usual ly based on some 
s impl i f ied procedures invo lv ing easi
l y appl icable ind icators . I n th is 
connection Po land has developed "a 
s impl i f ied system of assessment 
based on external characterist ics. 
[ Je r ry Lubow ick i . "System of Taxa
t i o n " , Pol ish .Perspectives, M a y 
1 9 6 1 ] , D i f fe rent types o f l and are 
assessed accord ing to d i f ferent 
" n o r m s of est imated gross income 
per hectare" . Var ious indicators l i ke 
capi ta l equ ipment on a f a r m , the size 
of the f am i l y , the size of the market
able surplus and of course the fe r t i 
l i t y and other characterist ics of the 
land itself, may be g iven weight in 
the presumpt ive assessment of in 
come f r o m land. 

Presumptive Assessment 

The technique of presumpt ive as
sessment is of course, a l ready used 
in the assessment of land revenue in 
Ind ia . I t has actual ly been used in 
the assessment of the agr icu l tu ra l 
income tax in Mysore, in a m o d i -
f ied f o r m i t can help in overcoming 
the diff icult ies faced in the levy ing 
of an agr icu l tu ra l income tax in 
Ind ia . In the case of the larger 
f a r m i n g uni ts, say, w i t h an income 
above Rs 10,000 per year, main
tenance of accounts should be com
pulsory, The presumpt ive technique 
of assessment could be used f o r the 
smaller assessees. The p r inc ip le 
formula ted by the Direct Taxes A d 
min is t ra t ive Enqu i r y Commit tee, that 
in the case of the smaller assessees 
for the non-agr icu l tu ra l income tax. 
the assessment f o rmu la should be as 
s imp l i f ied as possible should be 
extended to the f ield of agr icu l tu ra l 
income tax also. In case the assessee 
is not satisfied w i t h the income 
assessed by the presumpt ive techni
que, he must have the r i gh t to pay 
the tax on his " a c t u a l " income, but 
then i t would also be f a i r to th row 
on h i m the onus of f u rn i sh ing p r o -
per accounts. Perhaps this p rov i 
sion wou ld lead to better accounting 

* See 'Agricultural Taxation and Eco
nomic Development' edited by Wald 
and Froomkin; articles on "The 
Adaptation of Income Taxation to 
Agriculture in Underdeveloped Coun-
tries" by W W Heller and on 
''Survey of Principal Methods of 
Taxing Agriculture [in Underdeve
loped Countries" by the Fiscal Divi
sion, Department of Economic 
Affairs, United Nations. 
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procedures being used in the ru ra l 
sector, which would also be useful 
in other ways fo r p lann ing . 

Once the p r i nc i p l e under l y ing this 
scheme is accepted its actual work
ing out wou ld raise some difficulties, 
but these wou ld not be of an insur

mountable na tu re ; and the exper i 
ence gained in land sett lement 
operat ions wou ld be an invaluable 
asset in solving them. An agr icu l 
tu ra l income tax, modi f ied by the 
app l ica t ion of presumpt ive techni
ques for assessment of smaller i n 

comes, is qu i te pract ica l in our 
country . It would be an excellent 
supplement to land revenue. I t has 
the advantage of p rov id ing an cle
ment of much needed progression in 
our rura l taxat ion f ramework and 
w i l l also y ie ld substantial revenue. 


