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Q. wha.": do you understand ba common o'F taxation ? Discuss
various common of taxation as pronounces btj various jurist 7

Tntroduction :-

The term “cannon oF toxation Tt'FQTS to the
set of principles or vules that quide a good tax system.

IMPORTANT :

* Father of cannon of Taxation :

Adam Smith
lhe concept of fixst intvoduced by his famous work
*The wealth Nation” (I?'-M).I. These cannon  help - : »
' “The Wealth Nations”
3w¢mmmt d.c.u.ﬁn a taxation P°L"‘:ﬂ that (s Fn.-.r. (1776)

:ﬂ:‘m&n{: , and bemf'u.cial -Fcn' the both and
* First four cannon given
taupa.t’e.rs . loter several Jurf.s{: and economist b:'J Adam Smith
like [J.S. mill], [Dalton| and [Bastable| also (O Equality (or Equity)
contributed additional cannon to wmodemnise tax @ C‘Ttm“tﬂ
@ Convenience
Pnnap'.e.s. L@ E -J
Key Points About Adam Smith
* Meaning : Fundamental principles of * Adam Smith (1923-1990) was a Scottish
" 3°°d tox "'3**"'“' economist and PI-JJ.nsaPkLT.
* Father o-F Cannon o{-‘ Taxation :
| Ada s Coou * He s 'rc.an:rd.ul as the Father oF
* Book : “The Wealth of Nations” Madovn Bomamics.
(1376). * In his book “The Wealth o{-' Nations”
* Purpose : To establish a taxation system (13%6), he explained the principles of
that s -Fa:.'l', tfﬁdmt, Sthl-L and F.._HL; -F.I.ﬂﬂ.rl.l:.e. and taxation.
| beneficial to both the Govermment ' )
oy 'ta.xpa.ﬂe.fs. * He mﬁ\a.sum that toaxation should be
* Later Contributors : J.S. Mill, based - Pt ,  Glvtaloiy ¢
ond  [ENEE G ond SRS
. U >

_— - —

K Canclrusf.m oF Introduction :-

a Just, simple, and efficient tox

state as well as the 'Ea.xpoﬂ:#s.

Thus, the cannon o'F taxation ave the 3"
SSSf&m

anciplu that ensure
the mclfnm:. o-F the




Canons o;’j taxation bg {;F}da,m SmI.{:hJ

Adam Smith laid down four basic

canon known as the classical canons of taxation.

@| Canon o)e e.q,LLal.E'l:H or ecLu.H:H S
ﬂc.c,ordfng to [Ad.a.m Sﬂfh,]

e.vemg citizen should contribute to state re-

venue  Ln P’mporﬂon to his abftffg to Pa,g :

- This means the [bwrd.en of taxation must

be just and [JEM] This cannon establishes

the principle of [;P'mare.ssfve. {:axaifon.J

@l Canon o)e convenilence & —

- —

Taxes should be levied and
collected Iin a wa.g that (s most convenient +to

'EaxPa.gexs : This cannon ensure Smooth

collection without iTe.sEsfanc.e._.‘ Exmnpi,e-—- income. \

tax is deducted at source (TDS) -From .Saia:rg, which

| s easa and Hmel.g. |




Canon of certainty :-

-— L K

A %ax.pat_’e'r must Know how

much tax, when +o pay , and how t will be

collected. If there is ony unce.r'l:a.in‘lza related
to tax payer it leads to harassment, corruption

ond. evasion. 1his canon ensures %ra.nsp—

a.re.nca and. accounfabuh’:a i taxation.

Exa-mpﬁl_ =2 Income. {'a.x_ La.w pre..scrf.bes the

exact wate, time of po.amenf, and. wmethod

ma.k.f,na tt clear to the -f:a.xpaae.rs.

Canon o)c econombi o~

— ' N N

The cost of tax collection

should be as low as possible. A good tax Sys -
tem  ensures that a major portion of tax

collected goes to the 8overnmenf and not

wasted n the collection process.




This canon leads e#iciencg and minimal

administrative expenses. Exa,mpﬂe — If the

govexnme,n{: spends T280 to collect F100 tax

ts economical ; but if it spends F280 to collect

F100, it (s inefficient.

émmmara O)C_f\d.a.m Smith canon

¥ eq,uf.fa —> ]C’af.rness i taxation
- Cer{'a,infa S C.La.TE'(:H and. '(:m,nspa,re,nc,a{
- conveniLence — ea.sb{ Pa.y ment Far fampa.gers

- e.C-OTLOWL'a[ =2 LOLO COS'& O'jc COLL&CT’:EOR.

Other canon ba later jowf,.sf

Acca'rd.ﬂng to (J.S. Mill) — canon of pmdu,c.ﬁvf,{'a(—
o tox should |yield sufficient| revenue to the

8ove,rnmen{: without much dEFFEc,uHH . A tax sHsfe.m
- that bring in very Llittle vevenue is useless, even
if it is faiv. Ezample > GST in India is highly
productive because it contributes a major share

of revenue.




@

to 8crvexnme,n% Tevenue. .

ACCWdLTLﬁ to (P'r'o)c. 'D;:.U:on, 15 -Ca.;m: of ela.sJ:EcEf;L:—

- Tax the stjsfem should be -Ff,e,xibtel and able o

5 3e.nexa.Jce, more Tevenue wWhenever the Govern-

ment meeds extra funds (eg- during war,

- disaster, or economlic crisis.

According to Bastable |camon of simplicity f:- Tax

L

- law should be .sEmPle, clear, and e,a.silg under -
~ stable to %a.xpaye,r.s. Cowupucafed taxation leads

- to c.onpusf.on, errors and cwru,p{:ion. Exam,f)ﬂe—

simple direct tax -Fiiing s:j.s%e.m (online
portal ).

According to modern jurist |canon of diversity:-

The Government should not depe,nd on a single

source o—F taxation. A mix of direct +axes

(income tax, corporafe tax ) and indirect taxes

_J..i




(GST, excise, custom) ensure S%abiLE%bL of vevenue.

example — L +the Governmend d.epends
onLd, on  custom dwéa. ond Imports fall , wevenue

will suffers. B diverse tax SHS-Eem avold visk. .

@| F‘rccordfmg to Modern wview canon of expadien%g. o—

o. tox wmust be acceptable to the magorf.%a. of the
‘ people and  Should mot foce s{rona public

 vesistance. example -  Taxes on Cm:mra, 3000[5

ave wore acceptable than faxes on essential

%oods Like food and wmedicine .

- Conclusion °—

The conon 0'£ toxation ensure that

a tax SlaLs{-e.m is {air, cevtain , convenient , economical

ond. p'md.ucﬁve.. Adom Smith classical

conon  still vemain the foundation, while later ‘
Jwr?,s% expomd.ed them +0 wmeet the meeds of a

modern econom% . A 8000" tax Sas%em must balo-
nce eq,uihdt A e#icf;enuat , and rvevenue mneeds .




