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MEANING OF PUBLIC EXPENDITURE

Public expenditure is the expenditure incurred by
the public authorities to satisfy those common wants
which the people in their individual capacity are

unable to satisfy efficiently.
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REASONS FOR THE GROWTH OF PUBLIC
EXPENDITURE

In modern times, there has been enormous increase Iin
ublic expenditure in all countries of the world. The modern
state Is a welfare state. It aims at promoting the well-being of
Its citizens. For this, it has to undertake many functions.
Hence, more and public expenditure is spent to perform these
activities.

Dr. A.JAYAKODI, Government College for Women (A), Kumbakonam



QurglF QFee| BB ILGDHSTET &Y 6wTHaH6i:
1) Guwurl B Lewllaei

2) allewsv UL G0 2 wijey

3) WwaH6T OFHTMS DHBHILIL

4) Ourgl gL

5) urgisTUL&STeT (Feveay

6) Gummssrer GFsvey

7) mevetyfl Siys

8) [BSBJLOUILDTEEHEV

9) QuTgIGgHIMDUllEHT 66 &

10) ey giewma@ GuTHeTTHTy 2 gell
11) oidledlwisd eusrygd

Dr. A.JAYAKODI, Government College for Women (A), Kumbakonam



1) perenoulledt igriLienL

. (e FWSTWSHDEHWD Heitend Jieflig|.

. @O FeomdbE Beiewd  H@HD  GUTH)
O\F6v6)].

lii. QFeV(HDB@E, GBIIQUITH|LD Feom @
LOEDD(LPSBLOTHAD BeoTenH(HD OLTg GIFevea).

V. @U@ uwelhE@ Betend H@HD  GuTg)
G\F6v6)].

2) uewllsefler DgLliLenL

. 2 _pusbdl GFsvey.
li. eumeslL Q&F6va).
. (perGearmm ©lFeve.

Dr. A.JAYAKODI, Government College for Women (A), Kumbakonam




3) eumeurullelt SygriLenL
. Gmry eumeuris eflemerne] GuUTEH GFeve.
. wepps alenerey GUITEH GF6vey.
4) (PpaBWGGIuSS6T DigLILIEHL

. (pFHeTenn QF6ve.
5) @rewiLmd BHlewev GFeva]. LNGsTeller suenaLILITEH
. 2 _eouenWITET Bj6V6eVG| LOTOTEH OF6V6.
Il. mmid QF6vey
STATE THE TYPES OF PUBLIC EXPENDITURE
Basis of Benefit

I. Full social benefits Expenditure.
1. A Part of Social Benefits Expenditure.
1. A part of Direct and Indirect Social Benefits.

Iv. A Particular Groups of Benefits Expenditure.
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2) Functional classification
I.  Protective Expenditure.
ll. Commercial Expenditure.
lii. Development Expenditure.
3) Basis of Revenue
I.  Direct Revenue Effect of Expenditure.
ll. Indirect Revenue Effect of Expenditure.
4) Basis of Importance
I. Primary Expenditure.
li. Secondary expenditure.
5) Pigou's classification
I. Real Expenditure or Non-transfer
Expenditure.
ll. Transfer Expenditure.
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OBJECTIVES OF PUBLIC EXPENDITURE
1) Maximize social and economic welfare.
2) Control on depressionary tendency.

3) Accelerate the economic development.
4) Better distribution of income
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EFFECTS OF PUBLIC EXPENDITURE ON
NVESTMENT

An increase Iin public expenditure can directly
Increase investment if it is capital expenditure. It also gives
private firms more confidence on increasing investment.
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EFFECTS OF PUBLIC EXPENDITURE ON
PRODUCTION

An increase in public expenditure will lead to an
Increase In production. This is because new machines or
existing machines will be able to produce at a higher
capacity.
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FECT OF PUBLIC EXPENDITURE ON INCOME
DISTRIBUTION

Public expenditure leads to an equitable distribution of
Income as the government would make sure the
expenditure is reachable throughout the economy.
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IC EXPENDITURE IN ECONOMIC

DEXELOPMENT

Building economic overheads.

1. Balanced regional growth.
111. Development of agriculture and industry.
Iv. Developing mineral resources.

Rural development.
Lessen inequalities of income and wealth.
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EFFECTS OF PUBLIC EXPENDITURE ON
ECONOMIC GROWTH

An increase in public expenditure will lead to an
Increase In production. This Is because new machines or
existing machines will be able to produce at a higher
capacity.

An increase In public expenditure can directly
Increase investment if it is capital expenditure. But, it also
ives private firms more confidence on increasing
nvestment.

Public expenditure leads to an equitable
distribution of income as the government would make
sure the expenditure is reachable throughout the economy.

As there Is an increase in all of the above. It will
eventually lead to a rise in economic growth as well.
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Effects of Public Expenditure on Distribution
Public expenditure can have a very wholesome influence on the
distribution of wealth in the community.

It can reduce inequalities of incomes. It is an admitted fact that
the benefit to the poor from State activities is far greater than to the rich.
Arich man can protect himself.

The poor man who benefits the most from the State activity. To

tent, the State expenditure seeks to bridge the gulf between the rich

and the poor.

Corresponding to the principle of minimum sacrifice in taxation,
there is the principle of maximum benefit in public expenditure. Public
expenditure must be so arranged as to confer a maximum benefit on the

community as a whole.
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