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Abstract

The purpose of this Article is to explain and discuss on the economic efficiency of
taxation which requires taxes to provide minimum distortion in people’ economic behavior or
minimum disincentive effect on people’s economic decisions in order that there would be
minimum deadweight loss. The suggestion will encourage the relevant government agency
consider the amendment of the laws concerned.

According to the study, the personal income tax base which consists of numerous items
of tax reliefs generates deadweight loss. This is because certain non-structural tax reliefs distort
taxpayers’ economic behavior, resulting in disincentive effect. Therefore, the suggestion is that
the abolition of certain non-structural tax reliefs is likely to reduce distortion in taxpayers’

economic behavior, resulting in minimum disincentive effect/deadweight loss.

Keywords: personal income tax, tax base, tax reliefs, economic efficiency of taxation,

deadweight loss
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