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Abstract : The study of government revenue and expenditures is known as public finance. 

Finance refers to the community's monetary resources, such as its coinage and the money it 

earns from taxation and spending. However, data on residents of a certain area are only 

gathered when they are given their names in public. On the other side, it is about money coming 

in and going out. In this sense, public finance might be defined as the study of government 

revenue and expenditures. 
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Introduction :  

Different economists have defined public finance differently.  

Some of the definitions:   According to prof. Dalton “public finance is one of those subjects 

that lie on the border lie between economics and politics. It is concerned with income and 

expenditure of public authorities and with the mutual adjustment of one another. The principal 

of public finance are the general principles, which may be laid down with regard to these 

matters. 

According to Adam Smith public finance is an investigation into the nature and principles of 

the state revenue and expenditure To sum up, public finance is the subject, which studies the 

income and expenditure of the government. In simpler manner, public finance embodies the 

study of collection of revenue and expenditure in the public interest for the welfare of the 

country”.  

Scope of Public Finance (Subject Matter of Public Finance) 

The scope of public finance may be summarised as under: 

1. Public Revenue: The topic of public revenue focuses on the theory and practise of taxes, as 

well as the issues that arise from its use. In other words, the term "public revenue" encompasses 

both tax revenue and deposit receipts. Fundraising strategies are included as well. Taxes, fees, 

assessments, and other sources of government funding are further analysed. 

2. Public Expenditure: The ideas and issues associated with the use of tax dollars are the focus 

of this subfield of public finance. Here we investigate the underlying mechanisms that direct 

how the government allocates its resources. 



UGC APPROVED JOURNAL - 47746 

© INNOVATIVE RESEARCH THOUGHTS   | Refereed  |  Peer Reviewed  | Indexed 

ISSN : 2454 – 308X   |   Volume :  04 , Issue : 01 |  January – March  2018 

 

382 

 

3. Public Debt: The issue of loan funding is examined here in the context of public finance. To 

supplement its regular revenue, every government or public entity might take out loans. One 

component of the public authority's annual revenue is the amount of money it borrows from 

the market. 

4. Financial Administration: Managing the government's budget is the next challenge. 

Specifically, the focus of fiscal or financial administration is the apparatus of government that 

carries out the many duties of statehood. 

5. Economic Stabilization: In modern times, public finance theory has mostly focused on two 

elements of government economic policy: economic stability and growth. This section explains 

how the administration plans to maintain economic stability in the nation through 

implementing its different economic policies and other initiatives. 

6. Stabilization of Prices : Maintaining stable pricing for goods and services is one of the 

fundamental goals of public finance. This instrument is used by the government to keep an eye 

on price increases or decreases. Deflation occurs when the government decreases taxes to 

stimulate demand by lowering prices. But when inflation is present, the government increases 

both capital spending and tax rate. 

7. Equal Distribution Of Wealth : It's useful for making sure that everyone in a society has 

access to the same level of riches. Undeveloped nations confront the additional challenge of 

widespread income and wealth disparities. There is a growing disparity between the incomes 

of the rich and the poor, with the latter group unable to meet their most fundamental necessities. 

Therefore, the government must invest in development initiatives for the poor in order to 

address this problem. 

8. Economic Stability : Additionally, public finance helps keep a country's economy stable. It 

is via taxes that the government is able to regulate and improve the economy. The tax rate rises 

as a nation's economy improves and its citizens amass more disposable income. However, 

during the deflationary phase, taxes are lowered in an effort to boost demand. 

9. Proper Allocation Of Resources : The expansion of any economy depends critically on the 

skillful use of available resources. Governments may make better use of their natural and 

fabricated resources with the help of public funding. Goods that are in great demand may be 

subject to reduced tax rates or even subsidies from the government. A greater tax rate may be 

imposed by the government on less popular commodities. 



UGC APPROVED JOURNAL - 47746 

© INNOVATIVE RESEARCH THOUGHTS   | Refereed  |  Peer Reviewed  | Indexed 

ISSN : 2454 – 308X   |   Volume :  04 , Issue : 01 |  January – March  2018 

 

383 

 

10. Encourages Savings And Investment : Governments may use public financing to 

encourage citizens to develop savings and investing routines. Because most people spend so 

much of their income on consumption activities, they have little to no money left over for 

savings or investment. The government may motivate individuals to save and invest by 

reducing tax rates and providing some relief on the pricing of items. 

11. Promote Exports : Almost no nation can afford to import all it needs, thus exporting 

products and services is crucial. With the use of public funds, governments may promote 

exports and discourage imports. It is common practise to reduce the tax rate on export goods 

or even exclude them entirely. Alternatively, greater taxes on imported products serve to limit 

their availability. 

12. Develops Infrastructure Facilities : The government of any nation would have to spend a 

lot of money to build up its infrastructure. A public fiancé may help the government collect the 

money it needs to cover such costs. It allows for the construction and maintenance of more 

reliable and higher quality public services including healthcare, transportation, and education. 

 

Conclusion 

Money is essential to the functioning of every nation. A country's revenue is the sum total of 

all taxes and investment returns collected by the government, less all expenses incurred by the 

same. Healthcare, medical facilities, staff wages, member dues, and other such costs all add 

up. All funds are raised and dispersed on behalf of the general people. When the general public 

has a significant role in terms of financial contributions, the resulting system is known as public 

finance. Revenue and expenditures at the federal, state, and local levels are all included. The 

expansion of the economy is heavily dependent on the efficient administration of public funds. 
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