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Public Revenue 

The study of various sources of government’s 
income, the principles guiding the raising of income 
(e.g. canons of taxation), their relatives merits and 
demerits and their effects on the economy (e.g. 
impact and incidence of taxation)

Tax collection is the main revenue source for 
governments. 



Taxation According to the classical school of thoughts, taxes are 
harmful because they adversely affect willingness and 
ability to work, save and invest. 

Taxation was expected to be kept at a minimal limit. 

High progressive taxation will lead to slow economic 
progress. 

Redistributive effects of taxation were ignored.



Cannons of Taxation 



Public 
Expenditure 

The study of the manner in which public 
expenditure is classified, the principles guiding 
publicexpenditure (canons of public 
expenditure), causes of growth and effects of 
public expenditure.

Expenditures are everything that a government 
actually spends money on, such as social 
programs, education, and infrastructure. Much 
of the government’s spending is a form of 
income or wealth redistribution, which is aimed 
at benefiting society as a whole



Cannons of 
Public 
Expenditure

Principle of Maximum Social 
Advantage

Cannon of Economy

Cannon of Sanction

Cannon of Elasticity

Cannon of Surplus



Public Debt The study of public debt forms a very important 
part of public finance in modern times as 
governments are increasingly resorting to debt 
to meet the growing needs of the people. 

Public finance studies the sources, burden and 
impact of public debt

If the government has a deficit (spending is 
greater than revenue), it will fund the difference 
by borrowing money and issuing national debt



Classification of 
Public Debt Internal and external 

debt 
Short term and long 

term loans 

Funded and 
unfunded debt 

Voluntary and 
compulsory loans

Redeemable and 
irredeemable debt 

Productive or 
reproductive and 

unproductive 
debt/deadweight 

debt



FRBM



Financial 
Administration 

This includes the study of the preparation, 
passing and implementation of the 
budget, 

budgetary policies and their socio-
economic impact,

inter-governmental financial relations,

fiscal management and fiscal 
responsibility



Economic Activities of the State 



Budget 
A government budget is a projection of the 
government's revenues and expenditure for a 
particular period of time often referred to as a 
financial or fiscal year

According to Article 112 of the Indian 
Constitution, the Union Budget of a year, also 
referred to as the annual financial statement, is a 
statement of the estimated receipts and 
expenditure of the government for that 
particular year.



Types of Budget Traditional Budget

Zero Based Budget

Performance Budget

Programme Budget

Outcomes Budget


