UNIT IV

Public Revenue: Meaning

Sources of Public Revenue

Taxation: Direct Tax - Indirect Tax

~eatures of GST.

Public Expenditure: Causes and Effect

Public Debt: Internal and External Debt

Causes of Public Debt

Budget: Meaning and Features of a good budget.




PUBLIC REVENUE

According to Dalton income of a public
authority may be defined either in a broad or in
a narrow sense. In the broad sense it includes all
‘incomings’ or ‘receipts’. In the narrow sense it
includes only those receipts which are included
in the ordinary conception of revenue.

Dr. Dalton provides a very comprehensive
and systematic classification of public revenue.
He opines that there are two main sources of
public revenue. They are taxes and prices.




SOURCES OF PUBLIC REVENUE

* Tax Revenue: It is the most important and major
source of public revenue. Government may require
the members of the community to contribute to the
support of governmental functions through the
payment of taxes. An individual has no right to
directly demand social services in return to his
payment of tax nor has he any other choice except to
pay the tax when it is levied

* Non-Tax Revenue: Non-tax revenue is derived from
public undertakings called ‘Prices’ and other
miscellaneous receipts. It also raises loans, short-
term and long-term, to augment its revenues. Other
minor revenue sources are fees, special assessment,
fines, forfeitures and escheats, tributes and
indemnities, gifts and grants.




DIRECT TAX

It is levied on income and similar activities
conducted.

The burden of tax cannot be shifted in case
of direct tax.

It is paid directly by person concerned.

It is paid after the income reaches the hands
of the taxpayer

Tax collection is difficult.

Example Income tax, wealth tax etc.



INDIRECT TAX

It is levied on product or services.

The burden of tax can be shifted for indirect
taxes.

It is paid by one person but can be recovered
from another person i.e. person who actually
bear the tax is ultimate consumer. Incidence and
Impact are different.

It is paid before goods/service reaches the
taxpayer.

Tax collection is relatively easier.

Example GST, excise duty custom duty sale tax
service tax



FEATURES OF GST

Subsuming of 17 taxes at Central/States level.

Consumption Based Tax.

One Tax rate across the country.

Taxable event — “Supply of Goods or Services”
No differentiation in Goods or Services.
Comprehensive tax on Goods & Services.

No tax on tax.

Free flow of credit.



FEATURES OF GST

Self-assessment by tax payers

Departmental officers may undertake scrutiny /
audit of declarations made in the tax returns

Cross empowerment of tax officers for single
interface

Elaborate provisions on place of supply under
IGST Act

Inter-governmental fund settlement
Transitional provisions

Advance Rulings, Appeals and Revisions
Anti-profiteering



PUBLIC EXPENDITURE

Expenses incurred by the public authorities
such as central, state and local self-
governments are called public expenditure. Such
expenditures are made for the maintenance of
the governments as well as for the benefit of the
society as whole. As a modern state is termed
a ‘welfare state’, the horizon of activities of the
government has expanded in length and

breadth.



CAUSES OF PUBLIC EXPENDITURE

Population

Defence and security

Welfare measures

Economic growth and development
Control inflation

Stability in the economy



EFFECTS OF PUBLIC EXPENDITURE

* Economic Development: Public expenditure has the
expansionary effect on the growth of national
iIncome, employment opportunities, etc. Economic
development also requires development of
economic infrastructures.

* Fiscal Policy: Public expenditure is considered as an
important tool of fiscal policy. Public expenditure
creates and increases the scope of employment
opportunities during depression. Thus, public
expenditure can prevent periodic cyclical
fluctuations.



EFFECTS OF PUBLIC EXPENDITURE

* Redistribution of Income: Public expenditure
Is used as a powerful fiscal instrument to bring
about an equitable distribution of income and
wealth.

* Balanced Regional Growth: Public expenditure
can correct regional disparities. By diverting
resources in backward regions, government
can bring about all-round development there
so as to compete with the advanced regions of
the country.



PUBLIC DEBT

Public debt is the total amount, including total
liabilities, borrowed by the government to meet its
development budget.

INTERNAL AND EXTERNAL DEBT

When a government borrows money from its own
citizens by selling bonds or long-term credit instruments
a internal debt is created. When a country borrows
money from other countries (or foreigners) an external
debt is created. It owes it all to others. When a country
borrows money from others it has to pay interest on
such debt along with the principal amount. This
payment is to be made in foreign currencies (or in gold).



CAUSES OF PUBLIC DEBT

Cover budget deficit

Economic stability

Economic development

Meet unexpected contingencies
Finance war

Welfare programmes

Better allocation of resources

Finance public sector enterprises






