
The agro-allied and food processing sectors are vital for the economic development of Nagaland. The 

state government, along with central policies, aims to enhance productivity, create employment 

opportunities, and promote sustainable practices in these sectors through various tax benefits and 

incentives. 

Key Tax Benefits 

A. Goods and Services Tax (GST) Benefits 

• Lower GST Rates: 

o Many raw materials and finished goods in the agro-allied and food processing 

sectors are taxed at reduced GST rates. For instance, basic food items may be exempt 

or taxed at 5% or 12%, promoting affordability. 

• Input Tax Credit: 

o Businesses can claim credits for the GST paid on inputs used in the production of 

goods. This can help significantly reduce the overall tax liability of a business. 

B. Subsidies and Grants 

• Financial Assistance Programs: 

o The government provides various subsidies and grants to encourage the 

establishment and expansion of food processing units. These may include: 

▪ Capital Investment Subsidies: Partial reimbursement of capital costs 

incurred in setting up food processing facilities. 

▪ Operational Grants: Financial support for operational expenses to enhance 

competitiveness. 

C. Exemption from Agricultural Income Tax 

• Tax Exemption: 

o Income derived from agricultural activities is exempt from income tax, allowing 

farmers and agro-allied businesses to reinvest their earnings without the burden of 

taxation. This encourages growth and sustainability in the sector. 

D. Capital Investment Subsidy 

• NEIIPP Benefits: 

o Under the North East Industrial Investment Promotion Policy (NEIIPP), food 

processing units can avail themselves of capital investment subsidies, which lower 

the effective costs for entrepreneurs looking to invest in the agro-allied sector. 

E. Sales Tax Exemptions 

• Sales Tax Benefits: 

o Certain food processing activities may be exempt from sales tax, allowing businesses 

to pass on savings to consumers and improve their competitive edge in the market. 

F. Interest Subsidy on Loans 



• Reduced Borrowing Costs: 

o The state government often provides interest subsidies on loans taken for 

establishing food processing units. This makes financing more accessible and less 

burdensome for small and medium enterprises. 

G. Tax Holidays 

• Income Tax Exemption: 

o New businesses in the food processing sector may be eligible for tax holidays, 

exempting them from income tax for a specific period. This provides a significant 

financial respite during the crucial initial years of operation. 

H. Investment Promotion Schemes 

• Tax Rebate Incentives: 

o Various state and central investment promotion schemes offer tax rebates or 

exemptions for businesses investing in agro-allied and food processing activities. 

I. Export Incentives 

• Tax Rebates for Export-Oriented Units: 

o Agro-allied and food processing businesses that focus on exports may receive tax 

rebates, financial assistance for marketing, and support in logistics, enhancing their 

competitiveness in international markets. 

J. Employment Generation Incentives 

• Tax Rebates: 

o Businesses creating job opportunities within the agro-allied sector may qualify for 

tax rebates or additional financial incentives to encourage employment generation. 

K. Skill Development Programs 

• Training Incentives: 

o Companies investing in skill development and training programs for their workforce 

may be eligible for tax deductions, enhancing productivity and efficiency. 

L. Support from APEDA 

• Export Promotion and Tax Benefits: 

o The Agricultural and Processed Food Products Export Development Authority 

(APEDA) offers various tax benefits and financial assistance for businesses engaged in 

the export of agricultural and processed food products, facilitating growth in this 

sector. 

M. Cooperative Society Benefits 

• Tax Exemptions for Cooperatives: 



o Agro-allied businesses operating as cooperative societies may enjoy certain tax 

exemptions, encouraging collective growth and sustainability in the agriculture 

sector. 

Implementation and Compliance 

To avail these benefits, businesses must: 

• Register with Relevant Authorities: Ensure compliance with local government registration 

requirements, such as MSME registration and GST registration. 

• Maintain Proper Documentation: Keep detailed records of all financial transactions and 

operations to support tax benefit claims. 

• Consult with Financial Advisors: Work with tax consultants or financial advisors to ensure 

eligibility and navigate the application processes for various schemes. 

The tax benefits and incentives available for agro-allied and food processing industries in Nagaland 

are designed to promote investment, enhance agricultural productivity, and foster economic growth. 

Entrepreneurs and business owners in these sectors can leverage these benefits to reduce 

operational costs, enhance competitiveness, and contribute to the overall development of the state’s 

economy. 

 


