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Introduction :—

The term “ connon of taxation” vefers to the

I se’c O_'E—PY'.I'HC; LQS oY "ru[es Hna’c 8U.ECI.6 ot 80061

‘{'.O.X SBS"ZQM. The COV\CE’.P',: Was ‘FFTS{ 1Y\{‘TOCJ[LLC€CJ.

ba I Adam Swmith | in his famous work
‘ “The Wealth of Nations” (W?é)i.‘ﬂnese cannon help

8ove~mme,nf desian o ‘taxation Po[i'ca thot is fair,

efficient | and beneficial for both the 8ovemme,nt

ond Jcaxpagexs. Later, several J'u:risjcs ond econo-

mists like [J.'s. Mill],[ Dalton]| and [Bastable |

also contributed additional cannon to wodernise |

tax PﬁncfPlﬁS :
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canons of -f:axwl:‘fo_nﬁ ba @:m Sm@

Adam Swith laid down four basic canons

known as the classical conons of taxation

@ CGHV\O‘I’\ 0'€ eclu.aUch oY ecwﬁa o

According +o lAdO“m Smf{'h)] |

every citizen should contribute to state vevenue

n Propor%fm to his aHLHH to Pa-a.
This meons +he burden of taxotion must be jws%

ond fair.

This cannon establishes the Princfpl.e ot

ngress?ve taxation .

@ CO.Y\Y\OY\ O‘p convenience :—

Toxes should be levied and collected in a uoa.n(.j
that s wmost econvenient o Jcaxloagers.

Thie cannon. ensurve smooth collection without

vesistance. .

E xdwWiple — income toax s deducted at souxce

(TDS)' from sa[a*ra ) which is easa ond Hmela.
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Cannon o-P Cgv{ainfjcg S

A %axpaaer must know how much tax, when to Pay,
ond how it will be collected. Tf there is ana
uncer{ain{:a velated to tax payers , it leads to

havassment , corruption and evasion. This cannon

ensures JcmnsPo.venca and accoun%ab?lf’ca in taxation.

Example — Income tox law prescribes the exact vate,

Bme .ot Paamenjc, and wethod of collection makfna it

clear to the %axpaaers.

Cannon O‘{" ?COY\OW\B .

The cost of tax collection should be as low as
Possi’ble. A 800& tax sas{em ensures that a mctjor
Por{:fon of tax collected goes to the 8overnmen{

and not wasted n the collection process.
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This canen |leads eneﬁ'fcjenc-d ond minimal

administrative expenses . Example — £ the

8ove'rnmen£ sPends T20 to colleect T 100 tax,
it Is economical; but if it spends T 80 to collect
T100, it is mefficient.

Su.mma'ra of Adam Swmith canon

> Eq,ufjfa — folrness W taxation.
> Cerl:a?n‘ca —> c[a.r'i’ca ond {:ransparenca.
>» (Convenience — easy paamen{: for {:axpaaers.

> Economa —> low cost of collection .

Others canon ba later /

@ Ptcco*rdfna to E_S_L MTU.] — canon of produd’ivﬂ:a:
o toax should [aield s:ﬁmeTcTent] revenue to the govern-

LLTTS{: |

nment  without  wmuch d‘ifﬁcul{-a. A tax Stds":e'm
that brTnas m very ittle vevenue 1s useless, even

£ sk is fair. _E_x&‘mpl_e —> GST m Indio 1Is Halﬂla

productive because it contributes a major share

O 'F Yevenue ,

1—
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to aovevnmen’c yevenue . |

@ Accovdina to leE- D;lionl—- Canon of ela.chTcIJch ' —
A tox SBS‘[’FBM should be lﬂexibl_el ond able to

3eneva)ce moye vevenue whenever the 3ove,mment

needs extva funds (e. g dwi’nj way, disaster, or

economic Crisis ).

@ Acci:vdina to \B;xs’c-ai)le — Eanon of S;MP_EEJ‘& .=

Tox law should be simple, clear, and easilz

undevstandable o Jcaxpagevs , Compl}ca{ed toaxotion

leads to confusion, ervors and corruption.

Example — simple divect tox -ﬁ?lﬂna sHchem (online
povtai).

@ Accorcﬂna_ to moclem Jwr?sf = Eanon Of dfvers?’cbt =
The 8we~mmenJc should not depend on a Sfﬂate |

source of toxotion. A wix of divect taxes (income

tox , corporate tax) and indivect taxes ensuves I

|
0\ sfable cmcl wider sSource O‘? Yevenue .
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Conclusion :—

(GST, excfse’ C,us{'om) eénsure Sfabili%a of vevenue .

EXamPle"‘? I‘F ‘H‘le 8ove-rnmenf dePends cm'.g on

custom du.{:g and  imports fall

vevenue will suffer . B diverse tax sgs%em

avoltds vigk .

ACE‘.OYdIVlg ":0 modem !EE,LU — CCIHOY\. OF €XP€dE€V\CH -

A tax wwust be accepjcable to the majovh‘:a of the
Peop[e, ond  should not £ace s{m-na Publjc

vesistance. .

Example —> Toaxes on [uxu.ra 8oods oxe wore

accepfo.ble than taxes on essentiod 8oods like food

and. wmedicine

The conon of taxation ensures that a tax

SHSJrem s fair, certain , convenient | economical
and. productive. Adam Swith's classical canon
still vemain the foundation, while latey jurists

expanded them to weet the wneeds of a wodevn

ec,onoma . A 8006{ "ZCL)( SBS‘!’&M W\.LLS".' balamce, |

equ.ich , e?ﬁiciency , and revenue needs
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DITQC'I'- OWIC[ mdwec_% {-ax ? Me*r'tjc a.ﬂd 'De,meﬂjcs

MuUciPLe. tax ond anale tox werit and dewerit g

_:_[njcmduc{’fovw e

Taxation is the Pvimo.fa source. of wevenue For the
aovevnmen{ , used to weet PubUc exPeﬂdemre and
promote economic development . Taxes ove b—madla

clossified into divect taxes and ndivect taxes.

!Vle,anfna of Divect tox : —

A tax where the f.fabm%a to Pwa ond the burden
of the tax fall on the same pevson . Tt s Emposed
d.'i‘rec,“a on  income , wealth or Pmper{a.

Example — income fax, wealth tax.

Kﬁ Featuves of Divect Jca.xj—

3 ImPOSQd on fncome oY PTCJ'P'E'—T'La-

o NOV\—- Hc:msfgevable bu.rclém .

o onaressi’ve i moture .

e (ollected Pevfodfcaua.

———
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Meantna of indivect +ax

An indivect 4ax is o tax +thot is levied on 8000[5

and sevvices vother than on tncome or PTOP€T+5:

ond +the burden of the tax con be shifted from|

one  person to another. The seller or service

PTOV?dQT collects 4 from the consumer and then

deposfjcs it with +he 8ove'mmenjc. ExamP[e—? GST.

E_ea -(')ea:['ru*xe.§ cfrF * I\?di'recj: +TELX*

e NS

® Le.V?e.Cl oNn 80’0&8 Cl.ﬂd SQ’TV?CQS.
o Shiffable burden.

¢ Rea'ress?ve N nature .

e (ollected dwr?na -Prcmso.cjrfm'\.

e Revenue elastic.
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\ Demerits |

® Poss?b?li”ca ot evasion

(1) Incomvenience

@ Dfs?nce,w“ve lo work

ond Sove
@ Unpopulcw'
(V) Admmistrative difficlbies

® Ce,ﬁa'fn-l-a
Ec,o*noma
Reduces inequality

@ Civic consciousness

Merits of Direct taxes

EC[,uj‘l‘a i~ Divect taxes follow the P-rfndple. of
Ovbfuﬂla to Paa . Hence , mdividuals with W_ahex
mcomes Oy p¥o Pe.TJr a contribute wmore ) vedual na

fneq/ua,u-@a :

Cef{ain+a i— Both the Jcaxpa,aevs ond 8wemmenjc

know +he exact amount | time and wethod of

Pa,ame,njc , reducfna confusion.




@ Economical :— The cost of collection s lower

because taxes axe collected d?ve_c.{'la from

Income oy Pmpe*ch-a bld 8overnmen+ aaencfes.

@ Reduces ?neq/ual,?%a_:— Pmavess?ve tax +vates

vedistribute wealth from vich +o pooY b'd

gundfna we(.ﬁave Sc.lr\e,mes ;

@ _CTVTC_ SQHSE’._ S S?nc,e_ P&OPLQ Paa C‘.TT&C{’LBJ
Jclr\ea Feel +heir resPonsIb'iUJca towards the
nation and demond accoun+abzt:+5 From

the 8overnmen‘t .

Demerit of Divect tox

@ POSSTBT L'H:td of evasion .- PeoP[e may undef—repm'{'
income , conceal wealth, or use loopholes to

ovoid +axes.

@ _Inconvenfenf_:— Paa'ina Lump—sum tax c‘.ffecﬂal

Peels burdensome ond cyeotes vesentwment

among {-axpaa exs .
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@ Disincentive 4o work :— Hfaln tax vates mad

dfscourage extra effort, tnvestment or savfna.

@ UnPoPu[aT ‘— As the burden is visible People

O‘?‘l’ﬁﬂ TQSE’.Y\‘!' Clﬂd CTT%TC?ZQ 80V€Tﬂm€h{' %axa%fom

Po[fcfes.

@ Administvotive difficultfes :— Pmper assessment

of income or wealth vequires skilled officials

Tncreasfna comP[exfﬂf‘a .

[_ Mexrits -’ | Demevf%s:l

@ Convenient (D) Rearess?ve
@ Wider coverage () Inﬁa%fonava effect

@ Elastic source of vyevenue. @ U?‘\C&T'l'a?h‘l’(‘j n revenue
@ Hovd 4o evade @ Cascadfna e%ge&

o |
® Encouvaae .savma @ No civic awareness
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Merits of indivect tox

(i) Convenient:— Paid au{omaumud ot the Hme

ot PuTCh&SE: SO ":axpo.jevs do not feel the
burden direcﬂd.

Wider CDVQT&@EZ- Even those ou‘ks?de the income

tox net (like poor PeoPle or small vendors)

contribute Tﬂdirecjcld when Jche.zj bud acmds.

Elastic source of vevenue c — Gove,rnmen{ income

from indivect taxes increases au{:oma,{ic.a.l/la as

consumption rises an roduction Increases.
% 4Dk

@ Hard to evade :— Since it is included in the

Pvice of amds/services, consumers connot

QQSTlU escape Paa'fna it

@ Encoura&e sa.v'i'na:- Because the burden is

hidden , people feel less veduction in their

Tncome Cl.Y'lCI. mo.(uj save more.
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.Demex?%s of indivect tax

@ _R_ea'ress‘ive, '~ Some tax vate aPPlfe,s to both

rich and poor, so a poovey section bears a

heavier burden velotive +o their income.

(D Uncerkainty in revenue i~ Colleckion  depends

on demand and c,onsump%?on , which may fall

dwr?.na YECessions .

@ IY\'FLO.{TOY\CLTB e‘F'FeL'lZ :— Tloxes om 800d5 /SQTVTCE’.S

increose Pﬁces ,. Lead?ﬂa to a Hahef cost op

Uv?na .

() Cascoding _effeck i~ Mulkiple loyers of toxes

Incyease costs.

@ No C;V?C awayeness ., — S;Y\CE‘, ‘[:O.XPO.UQTS CI.O Y\O{'

feel +the burden dTTechl.tJ , Jchetj yemain unauwaxe.

of their contribution and ave less demancﬁna

ot 8ovefnme,n% accountabi U’Jca.
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Mean?na:
Mul{?ple tax wmeans a sas{-e,m ‘n which wmore

than  one tax s Tmposed on +he same person,

income properjca , transaction or economic
ac{fv?{-a , either ba the same or different

-l'o.x?‘na authorities .

[_P:lulﬁéle _f'ai]
SN |
M(f_rf%s ] [___Deme.r'i:'l's ]
@ H?alner revenue @ Heava tax burden

@ Wider tax base @ Complex?’{'a
(1) Greater Flexbility () Higher administrative

costs

@ Revenue s'l'aleHa @ Poss?b‘il?{a of double
taxation
@ Distribution of

. Discourages economic
tax burden O d |

act] VHd




STngle Tax
Mean‘{ng P —

Sinale tax weans o sasjcem ‘'n which one

pr'incipal tax is imposed to meet the revenue
requirement of the 8overnmem|: . instead of relafna

on Several dhCFerenJc 'l'.CLXE’,S :

¥- |
= -

'@ Simple Sasjcem. @ Limited revenue. |
@ Easa administration . @ Narrow tax base. |

. TransPa.renca. @ Less Flexibﬂi{a.

| @ Lower complia.nce burden. I

@ l ess chance of

over[app'i’na taxes.
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