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Taxation scheme simply means a complete set of tax options, rules and conditions2. Therefore, the following
are the theories of taxation in relation to their application in Tanzania and their respective criticisms thereto.
According to this theory, the state should levy taxes on individuals according to benefit conferred on them.
This mean that, the more benefits a person derives from the activities of the state, the more he should pay to
the government. The application of this theories in Tanzania is such that there are various taxes levies that are
collected in the local jurisdictions example, in market, bus stands which are collected by various local
government authorities, at the end this fund is further used to develop various social facilities which results to
social benefit to the society members. However, this theory faces various critics such as: The University of
Dodoma1 Firstly, if the state maintains a certain connection between the benefits conferred and the benefits
derived, it will be against the basic principle of the tax. A tax, as known, is compulsory contribution made to
the public authorities to meet the expenses of the government and the provisions of general benefit. There is
no direct quid pro quo in the case of a tax4. Secondly, most of the expenditure incurred by the state is for the
general benefit of its citizens. It is not possible to estimate the benefit enjoyed by a particular individual every
year5. Thirdly, if we apply this principle in practice, then the poor will have to pay the heaviest taxes, because
they benefit more from the services of the state. Thus, if we get more from the poor by way of taxes, it is
against the principle of justice6. This theory attempts to determine the burden that rests upon an individual in
virtue of his payment of taxes and how much of his or her income remains for purpose of his own subsistence.
According to this theory payment of tax is a sacrifice that an individual makes towards the support of the
government. Practically the sacrifice theory demands that individuals should only pay tax on that portion of
income that is spent on luxuries, the sacrifice should only be in respect of 4 Ibid 5 Ibid 6 ibid MAJURA
Ibrahim W. Tanzania tax experts suggest that overall effect of the reforms has been to lower voluntary
compliance by local taxpayers to reduce the tax handle by local tax administrators there for causing an overall
decline in local revenues that exceeded the direct impact of the reforms, this act at the end has kept a low or no
chance for the Sacrifice theories to develop. However, the application of this theory is shown under Section 38
in which provides that, it is mandatory to the suppliers of goods and services to be charged in accordance with
the provisions of Value Added Tax Act. Thus, sacrifice theory has come in form of indirect tax. Applicability
of this theory is conceptually difficult unless it is expressed in terms of income and consumption9. Ability to
pay theory: This theory was developed due to inadequacies in benefit and sacrifice theories of taxation. This is
the most popular and commonly accepted principle of equity or justice in taxation, that is, citizens of a country
should pay taxes to the government 7 Luoga F. E ] 9 Op. The University of Dodoma3 in accordance with their
ability to pay. It appears very reasonable and just that taxes should be levied on the basis of the taxable
capacity of an individual. Forinstance, if the taxable capacity of a person A is greater than the person B, the
former should be asked to pay more taxes than the latter It seems that if the taxes are levied on this principle as
stated above, then the justice can be achieved. However, there are still some difficulties putting this theory in
practice. The trouble arises with the definition of ability to pay Thus, the main viewpoints have been advanced
in connection with the ability to pay which are as follow: This idea is out rightly rejected on the ground that, if
a person earns a large income but does not spend on buying any property, he will then escape taxation. On
other hand, another person earning income buys property; he will be subjected to taxation. So, the question
here may arise, is this not absurd and unjustifiable that a person earning large income is exempted from taxes
and another person with low income is taxed13? Tax on the basis of Expenditure: Some economists assert that
ability to pay tax should be judged by the expenditure which a person incurs. The greater the 10 www. E ] 12
www. The University of Dodoma4 expenditure the higher should be the tax and vice versa. The point of view
seems unsound and unfair in every respect; for example, a person having a large family to support has to
spend more than a person having small family. So this is unjustifiable14 Income as the basics: It appears very
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just and fair that if the income of a person is a greater than that of another, the former should be asked to pay
more towards the support of the government than the latter. That is why, in the modern tax system of the
countries of the world, income has been accepted as the best test for measuring the ability of a person to pay
Apart from those three major theories of taxation, there are some other additional theories of taxation, these
are: The cost of service theory: The cost of service principle can no doubt be applied to some extent in those
cases where the services are rendered out of prices and are a bit easy to determine, such as, postal, railway
services and supply of electricity. However, most of the expenditure incurred by the state cannot be fixed for
each individual as it cannot be exactly be determined. For instance, how can we measure 14 ibid 15 www. The
University of Dodoma5 the cost of service of the police, armed forces and judiciary to different individuals?.
Also, the theory is rejected because there is no quid pro quo in a tax S Mill and other classical economists
were of the opinion that if taxes are levied in proportion to the incomes of the individuals, it will extract equal
sacrifice. The modern economists, however, differ with this view. They assert that when income increase, the
marginal utility of income decreases. The equality of sacrifice can only be achieved if the persons with higher
rates and those with low income at lower rates. They favour progressive system of taxation, in all modern tax
systems In conclusion, taxation in Tanzania is of virtue role in boosting up Tanzanians economy and the end
product of taxation is seen in the development of the provision of various social services like building of
Hospitals, Schools, development of infrastructure just to mention a few. E ] Websites http:
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Learn about this topic in these articles: discussed in biography. In David Ames Wells Changes (), and the posthumous
Theory and Practice of Taxation (). The last two demonstrate his ability as an empirical investigator.
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The land value tax is the focus of this Policy Focus Report, Assessing the Theory and Practice of Land Value Taxation.A
concept dating back to Henry George, the land value tax is a variant of the property tax that imposes a higher tax rate on
land than on improvements, or taxes only the land value.
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The great, the unanswerable argument in favour of uni versal suffrage is, not that it insures a better or purer govern
ment, but that all must be contented with a government in which all have an equal voice. If it be deficient in this
particular, if it fail to protect the poor against the oppression.
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is designed to bridge the gap between theory and practice by combining research findings, case studies, and
contributions from scholars in a variety of academic disciplines, and from profes- sional practitioners, local officials, and
citizens in diverse communities.
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theory and practice of taxation over the past several decadesâ€”although the two paths have been far from parallel.
Overall, tax policy has moved in the directions suggested by theory along a.
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THE THEORY AND PRACTICE OF TAX REFORM Lawrence Zelenak* SIMPLE, FAIR, AND PRO-GROWTH:
PROPOSALS TO Fix AMERICA'S TAX SYSTEM. By The President's Advisory Panel on Federal Tax Reform.
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