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Introduction 

Tax and fees are the two sources of revenue which is generated by the government

from the citizens. Both are levied by the government but they are not similar to each

other. To levy a tax there must be a legislation which should be enacted by the

legislature while there is need for a legislation or law to levy a fee.

In this unit we will discuss the meaning and definition of both the tax and fees and

also see the difference between the two.



Meaning, Characteristics and Definition of Tax

A tax is a compulsory payment to the government by the subjects without expectation of definite

return or benefit to the tax payer. A tax is levied under the authority of law. The law means statutory

law or an Act of the legislature.

For a valid law for levying a tax it must complied following conditions and criteria which is laid

down in the relevant articles of the Indian Constitution:-

1. Law should be one within the legislative competence of the legislature i.e. it must be covered

under the legislative lists provided in the 7th schedule of the constitution.

2. Law should not be one which is prohibited by any particular provision of the constitution ex- Art

276,285,286,289, etc.

3. Law must not be in conflict to Art 13 i.e. in conflict with the fundamental rights given in Part 3

of the constitution.



Meaning and Definition of Tax

4. Law should not violate any other constitutional limitations such as Art 301 and 304 of the

constitution.

Therefore a tax law may be invalidated if it violates the fundamental right to equality under Art 14 or

a taxing measure may be challenged under Art 19(1)(f) or (g) of the constitution. In case of KTM

Nair v State of Kerela1 the certain provisions of the Act provided to levy a tax was challenged and

were held ultra vires by the court because they are in conflict with the fundamental right of Art

19(1)(f). Now the Art 19(1)(f) is no more a fundamental right.

Tax is now not a mere source of generating revenue or funds to bear the expenses of the government

but it is also recognized as a fiscal tool to achieve fiscal and social objectives including reduction of

inequalities and the goals laid down under the Art 38 of the constitution.

1.AIR 1961 SC 552



Characteristics of the taxation

Following are some characteristics for the imposition if the taxation:-

• Essence of Taxation is compulsion i.e. it is imposed and levied under the 
statutory law and without the consent of the tax payers.

• Taxation is an imposition made for a public purpose without reference of a 
special benefit for the tax payer.

• Taxation is a part of the common burden, the quantum of taxation on a tax payer 
depends generally upon the capacity to pay. 



Definition of Tax

• Dalton defines “ a tax is a compulsory 
contribution imposed by a public authority 
irrespective of the exact amount of service 
rendered to the tax payer in return and not 
imposed as a penalty for any legal offence”.

• According to Seligman “ Tax is a 
compulsory contribution from a person to 
the government to defray the expenses 
incurred in the common interest of all, 
without reference to special benefits to b 
conferred. 

According to Adam 
Smith “ The taxes which 
is intended should fall 

indifferently upon every 
different species of 

revenue as capital taxes 
and taxes upon 

consumable commodities. 
These must be paid 
indifferently from 

whatever revenue the 
contributions may possess 
from the rent of their land, 

from the profits of their 
stock or from the wages 

of their labour”. 



Definition of Tax

A/c to Antonio De Viti Di Masco “ the tax is the price which each 
citizen pays to the state to cover his share of the cost of the general 

public services which he will consume”.

Bastable defines “ a tax as a compulsory contribution of the 
wealth of a person or a body of persons for the service of the public 

power”.

Cooley defines tax as “ the word taxes in its most enlarged sense 
embraces all the regular impositions made by the government upon 
the person, property, privileges, occupations, and enjoyment of the 

people for the purpose of raising public revenue.

The constitution of India does not define the word tax. Moreover Art 
366(28) of it says “taxation includes the imposition of any tax or 

impose, whether general or local or special and tax shall be 
construed accordingly.   



Definition of Tax

The SC in case of Commissioner HR and CE v Lakshmendra2 cited the approval of

the definition of tax given by the Australian HC as :-

“ A tax is a compulsory exaction of money by Public authority for public purpose

enforceable by law and is not payment for services rendered”.

The tax is generally levied to augment the public revenue which is utilized for

public benefit and it cannot be predicted as to what extent the amount paid as

individual to the state come back to him in the form of services rendered by the

authority or state.

2. 1954



Meaning and Definition of Fees 

Fees is an another source of revenue of the state and it differs from tax.

It is defined by Prof Seligman “a payment to defray the cost of each recurring

service undertaken by the government, primarily in the public interest , but

conferring a measurable special advantage on the fees payer.

According to Taylor’s definition ‘fees are characterized by more or less free choice

on the part of the payer as to whether or not should he pay more or less for direct

benefit conferred upon him.

Fees thus is a payment for covering the expenses of regulation or to compensate the

service rendered by the state. Fees is a payment for a special benefit or privilege.



Meaning and Definition of Fees 

A fees is generally regarded to be a charge for a special service rendered to individual by

some governmental agency.

In determining whether a levy is a fees or a tax the true test must be whether its primary and

essential purpose is to render specific service to a specified area or class; it doesn’t matter

that the State may ultimately and indirectly benefited by it. If it is levied for a service then it

is a fee.

In case of Jagannath Ramanuj v State of Orissa3 an essential element of fees was made out,

that if fees is levied specifically appropriated for the rendering of services and not merged

in general revenue of the State to be spent for general public purposes then it is a fees.

3.AIR 1954 SC 400



Difference between Tax and Fees

Tax is levied as a part of common burden while fees is a payment 
for a special benefit or privilege.

Tax is comprised of an element of revenue for the general purposes 
of a state while in a fees there is a correlation between the fees 

collected and the services intended to be rendered.

Tax is a compulsory levy and it is enforced by a law. Fees is not 
always compulsory.

The tax collections are routed to the Consolidated Fund but the 
amount collected by way of fees are not merged with the 

consolidated fund.

It is left to the discretion of the govt to use the tax for any public 
benefit but fees collections are set apart only to cover the 

expenses for which it is collected. 



Difference between Tax and Fees

6. There is no element of quid pro quo between the tax payment and the public 
authority. In the case of fees, quid pro quo is an essential element. The fees is 
charged according to the magnitude of the benefits received by the citizens.

7. Tax may be expropriatory in nature. Fees cannot be discriminatory.

8. The ultimate object of a tax in a welfare state is to bring about social order but 
the ultimate object of fees can at the most only for the regulation of social order.

9. Basis of Taxation – Capacity to pay, Basis of fees – Types of services rendered.

10. Though a fee may be levied as incidental to legislation with respect to any 
entry, no taxes can be imposed by virtue of the general legislative power.



Cases:-

1. Hindu Religious Endowment v L T Swamiyar4

2. Corp of Calcutta v Liberty Cinema5

3. State of Madras v Zenith Lamps6

Conclusion :- The constitution recognises a clear distinction between the two i.e.

tax and fees in the three lists in the seventh schedule. There are several entries in the

union and state lists with regard to various forms of taxes , there is an entry at the

end of each list as regards fees which may be levied in respect of or as incidental to

the matter in that list.

4. AIR 1954

5. AIR 1965

6. AIR 1973


