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all these student contributors, for their future endeavors. My best wishes and assurance to the 

readers that this will add a lot to the knowledge after reading this Civil Service Notes. It’s not 

just for the legal fraternity but for anyone who has an interest in the field of Civil Services. 

By :- Vrinda Khanna, Associate  

       All India Legal Forum 
 

 

FOREWORD 

More has been said about the bureaucrats and executives than of any other group, except, of 

course, poets and novelists. The difference is that while the latter has usually been admired for 

their work, the public has almost always damned bureaucrats and executives for theirs. If this 

state of affairs has changed in recent times, it is only in that many bureaucrats and executives 

have now joined the rest of the world is complaining about the public prose. My best wishes to 
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PREFACE 

May there be Peace in Heaven, May there be Peace in the Sky, May there be Peace in the 

Earth, May there be Peace in the Water, May there be Peace in the Plants, May there be 

Peace in the Trees, May there be Peace in the Gods in the various Worlds, May there be 

Peace in all the human beings, May there be Peace in All, 

PEACE, PEACE, PEACE. 

 

Our age-old culture prays for peace and happiness for one and all. Family is the first and 

oldest social group. It has played an important role in the stability and prosperity of the 

civilization. Almost everything of lasting value in humanity has its roots in the family. Peace 

and harmony in the family are important for the all-round development of children. This 

Compilation of Civil Services Notes by All India Legal Forum is aimed at bringing about 

desired sensitivity in all duty holders. We’re glad to be a part of the All Indian legal forum. 

Here’s an introduction to my team: 

Patron- in-Chief: Aayush Akar 

Editor-in-Chief: Shubhank Suman 

Senior Manager: Mahimashree kar 

Manager: Dev jyoti das 

 
Content writers: 

 

• Chanchal garg 

• Sowmya battineni 

• Nidhi paul 

• Rishi kumar tripathi 

• Arti sharma 

• Manusha sharma 

• Nitin sharma 

• Astha milgani 

• Yash Sharma 

 
Editor: 

 

• Vinay Chandel 

• Tejal 



4  

DISCLAIMER 
 

Team AILF India has made all efforts to compile the Civil Service Notes from different 

available sources and all efforts have been made to make the information as accurate as 

possible. 
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POLITICAL SCIENCE 
 

 

Why do we need a parliament? 

Why Should People Decide? 

The decision of people matters in a democratic country because: 

• A democratic government is run by the consent, approval, and participation of the 

people or citizens. 

• The people in a democracy are the citizens and they are an integral part of any 

democracy. 

• The people elect a few candidates who represent their collective voices in the 

Parliament. 

The Role of the Parliament 

• The Indian Parliament is an expression of the faith that the people of India have in 

principles of democracy. The Parliament in the Indian system has immense powers 

as it is the representative of the people. 

• Elections to the Parliament are held in a similar manner as they are for the state 

legislature. 

• The Lok Sabha is elected once every 5 years. 

Functions of Parliament 
 

India has numerous constituencies. Each of these constituencies elects one person to the 

Parliament. The candidates who contest elections usually belong to different political parties. 

These candidates become Members of Parliament or MPs. Once elections to the Parliament 

have taken place, the Parliament needs to perform the following functions: 

1. To Select the National Government 

Parliament of India consists of 

 
• The President 

• The Rajya Sabha 

• The Lok Sabha 
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• After the Lok Sabha elections, a list is prepared showing how many MPs belong to 

each political party. 

• There are 543 elected (plus 2 Anglo-Indian nominated) members in Lok Sabha. 

• For a political party to form the government, they must have a majority of elected 

MPs. A majority party should have at least half the number, i.e. 272 members or 

more. 

• The Opposition in Parliament is formed by all the political parties that oppose the 

majority  party/coalition  formed.  The  largest  amongst  these  parties  is  called   

the Opposition party. 

• One of the most important functions of the Lok Sabha is  to select the executive. 

The executive is a group of persons who work together to implement the laws made 

by Parliament for which we use the term government. The Prime Minister of India 

is the leader of the ruling party in the Lok Sabha. When two or more than two 

different  political  parties  join  together  to  form  a  government,  it   is   known  as 

a coalition government. 

• The Rajya Sabha functions primarily as the representative of the states of India in 

the Parliament. It has an important role in reviewing and altering the laws initiated 

by the Lok Sabha. 

• The Rajya Sabha can also initiate legislation. 

• A bill is required to pass through the Rajya Sabha in order to become a law. 

• The members of the Rajya Sabha are elected by the elected members of the 

Legislative Assemblies of various states. 

• There are 233 elected members plus 12 members nominated by the President. 

2. To Control, Guide and Inform the Government 

The Parliament begins with a question hour. The question hour is an important mechanism 

through which MPs can elicit information about the working of the government. By asking 

questions the government is alerted to its shortcomings. The government also comes to know 

the opinion of the people through their representatives in the Parliament (the MPs). In all 

matters dealing with finances, the Parliament’s approval is crucial for the government. 
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Parliament now has more and more people from different backgrounds. There has also been 

an increase in political participation from the Dalits and backward classes. Some seats are 

reserved in Parliament for SCs and STs. Similarly, there is a reservation of seats for women. 

3. Law-Making 
 

Law-making is a significant function of Parliament. You will learn about it in the next 

chapter. 

 

Who are the People in Parliament? 
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THE SPECIFIC RELIEF ACT, 1963 

Chapter II 

CONTRACTS WHICH CANNOT BE SPECIFICALLY 

ENFORCED 

 (SEC 14 – SEC 19) 
 

 

 

 

SEC 14 – CONTRACTS NOT SPECIFICALLY ENFORCEABLE 
 

AMENDMENT ACT OF 2018 Specific Relief Amendment Act, 2018 was passed with 

intention to make specific performance of contract a general rule. With this pro- performance 

regime, the newly substituted Section 14 has reduced the categories of contracts that are not 

specifically enforceable. Consequently, 

(i) Contracts where non-performance could be monetarily compensated; 

(ii) Contracts running into minute details or dependent on the volition of the parties; 

and 

(iii) Contracts which from their nature are such that the court cannot enforce specific 

performance of material terms, have been deleted. 

 
According to the amended Section 14 now there are only 4 categories of contracts which 

cannot be specifically enforced:- 

(i) contract where a party has obtained substituted performance of contract under 

Section 20; 

(ii) contract involving performance of a continuous duty which cannot be supervised 

by courts; 

(iii) contract so dependent on the personal qualifications of the parties that the court 

cannot enforce specific performance of material terms; and 

(iv) Contract which is in its nature determinable. 
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Specific performance has, therefore, been made a norm rather than an exception unless barred 

under the aforesaid grounds. Mandatory performance of contract along with the change made 

in section 14 seems to indicate that the intent behind introducing these amendments is to 

ensure greater chances of success to the aggrieved parties in obtaining specific relief. 

Where the party has obtained substituted performance 
 

A contract cannot be specifically enforced where a party to a contract has  obtained 

substituted performance of contract under section 20. It would be inequitable to grant specific 

performance in such case as it may prejudice the interest of the third party. Section 20(3) also 

states that where the party suffering breach of contract has got the contract performed through 

a third party or by his own agency, he shall not be entitled to claim relief of specific 

performance against the party in breach. 

Contract Involving Personal Qualification 
 

Contracts involving personal skills are beyond the scope of the judicial process to enforce 

their actual enforcement. Contracts related to personal service, contracts related to 

performance of artistic skills like, singing, painting, acting, etc., are the contracts which 

cannot be enforced by the courts. 

Enforceability of contract of Personal Services 
 

It is well settled that a contract of personal service cannot be specifically enforced. A 

declaration by a Court that the termination has no effect and the servant still continues in 

service and directing that he be reinstated ordinarily cannot be said as that will amount to 

enforcing a contract of personal service. This principle of law was accepted by the Supreme 

Court in Dr. S Dutta v. University of Delhi AIR 1958 SC. 

Contracts determinable in nature 
 

Specific performance cannot be ordered of a contract which is in its nature determinable. A 

contract of partnership at will, a contract which is terminable at the option of any party, etc., 

are the contracts which are considered as determinable contracts. 
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SECTION 15 – WHO MAY OBTAIN SOECIFIC PERFORMANCE 
 

Section 15 of the Specific Relief Act, 1963 provides for those persons who can obtain 

specific performance of a contract. Those are as follows:- 

1. Any party to a suit; 

2. Representative in interest or principal of any party; 

3. If a contract is a settlement of marriage or a compromise of doubtful rights between 

members of the same family, any beneficiary entitled thereunder; 

4. If a tenant enters into a contract for life in due exercise of a power, the remainderman; 

5. A reversioner in possession, if an agreement is a covenant entered into with his 

predecessor in title and the reversioner is entitled to the benefit of such covenant; 

6. A reversioner in remainder, if an agreement is a covenant and the reversioner is 

entitled to the benefit and will sustain material injury if there is a breach of contract; 

7. If a company has entered into an amalgamation with another company through a 

contract, the new company which arises out of such amalgamation; 

8. If the promoters of a company entered into a contract before its incorporation for 

purposes of the company and such contract is warranted by the terms of the 

incorporation, the company provided that the company accepted the contract and 

communicated such acceptance to the other party of the contract. 

 
SECTION 16 - PERSONAL BARS TO RELIEF 

 

AMENDMENT ACT OF 2018 
 

Section 16 of the Specific Relief Act, 1963 provides personal bars to the relief of specific 

performance. The unamended provision of section 16 stated that the specific performance of 

contract cannot be enforced in favour of a person who would not be entitled to recover 

compensation for its breach. Since, specific performance of contract has been made 

mandatory, this bar has been deleted. However, a new bar has been added in the section 

which states that specific performance of contract cannot be enforced in favour of a person 

who has obtained substituted performance of contract under section 20. Thus, the party who 

obtained substituted performance of contract is barred from claiming specific performance of 

contract from the party in breach. 



12  

Section 16(c) of the Specific Relief Act,1963 (as it stood before amendment) stated that a 

party has to aver and prove that he has performed or has always been ready and willing to 

perform the essential terms of the contract which ought to be performed by him. The 

Explanation to the Section stated that the plaintiff must aver performance of, or readiness and 

willingness to perform, the contract according to its true construction. Courts have been very 

strict regarding this requirement of S.16(c) of the Specific Relief Act. The courts used to 

dismiss the suits very often solely because of the failure to make such a plea in the plaint. 

Even if it is established in evidence that the plaintiff has always been ready and willing to 

perform his part, in the absence of a plea in the plaint regarding readiness and willingness, the 

Court will not grant decree for specific performance to the plaintiff. The amendment relaxed 

this stringent condition by stating that the party need only prove readiness and willingness. 

The amendment act has amended section 16 (c) and the specific requirement to ‘aver’ is 

removed. The words “who fails to aver and prove” in Section 16(c) is substituted by the 

words “who fails to prove”. Therefore, it is not mandatory for the plaintiff to aver his 

readiness and willingness to perform the essential terms of the contract, in the plaint. Though, 

it is mandatory for the plaintiff to prove his readiness and willingness to perform essential 

terms of the contract throughout the proceedings. 

J.P. BUILDERS Vs. A. RAMADAS RAO AND ANR ,SC, 2010, held -The words "ready" and 

"willing" imply that the person was prepared to carry out the terms of the contact. The 

distinction between "readiness" and "willingness" is that the former refers to financial 

capacity and the latter to the conduct of the plaintiff wanting performance. Generally, 

readiness is backed by willingness. Section 16(c) of the Specific Relief Act, 1963 mandates 

"readiness and willingness" on the part of the plaintiff and it is a condition precedent for 

obtaining relief of grant of specific performance. It is also clear that in a suit for specific 

performance, the plaintiff must allege and prove a continuous "readiness and willingness" to 

perform the contract on his part from the date of the contract. The onus is on the plaintiff. 
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SECTION 17 - CONTRACT TO SELL OR LET PROPERTY BY ONE 

WHO HAS NO TITLE, NOT SPECIFICALLY ENFORCEABLE 
 

Comment 

 
The contract, if any, can be enforced only against a person who is a party to it and not against 

a person who is not a party to it; but the person who is a party to the contract for sale is bound 

to execute the sale deed if other terms are fulfilled by the purchaser, even though the property 

in question might not be belonging to him, as in that case the purchaser would take risk of 

purchasing from him with his open eyes. It is obvious that the person to whom the property 

might legally belong cannot be bound by that sale, but all the same the parties to the contract 

would be bound by the contract to sell and the purchaser under the contract can enforce the 

vendor under the contract to perform his part of the contract. The question of title to property 

cannot be decided in such a suit. (Diwali Lal v. SardarBaldev Singh, AIR 1985 Patna, 344). 

SECTION 18 – NON – ENFORCEMENT EXCEPT WITH VARIATION 
 

Applicability and Scope: 

 
When the defendant sets up a variation then the plaintiff may have the contract specifically 

performed subject to the variation so set up only in cases of fraud, mistake of fact or 

misrepresentation or where the contract has failed to produce a certain legal result which the 

contract was intended to do or where the parties have subsequent to the execution of the 

contract varied its terms. Obviously, the instant case is not covered by any of the situations 

contemplated by Section 18 of Specific Relief Act. 

Variation: 

 
When the defendant sets up a variation then the plaintiff may have the contract specifically 

performed subject to the variation so set up only in cases of fraud, mistake of fact or 

misrepresentation or where the contract has failed to produce a certain legal result which the 

contract was intended to do or where the parties have subsequent to the execution of the 

contract varied its terms. 
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SECTION 19 – RELIEF AGAINST PARTIES AND PERSON CLAIMING 

UNDER THEM BY SUBSEQUENT TITLE 
 

AMENDMENT ACT OF 2018 

 
Amendment Act of 2018 inserted new category of person against whom specific performance 

can be claimed. As per Section 19(ca) of the Act, Specific performance of a contract may be 

 

obtained against a limited liability partnership which is created by amalgamation of two 

limited liability partnerships. 
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ECONOMICS 
 

 

Human capital formation 

Human Capital Formation 
 

Knowledge has played a significant role in the development of mankind. Education, learning, 

training can be gained and spread through various means like music, books, movies, lectures, 

etc. It has already been proved that the businesses initiated by the educated and skilled 

individuals are always productive than that started by the unskilled person. Therefore, the 

income earned by the skilled person is more than the unskilled person. Similarly, the 

contribution to the nation’s economy is more from the skilled person than from the latter. 

Sources of Human Capital Formation 
 

Education investment is recognised as one of the main sources of human capital, along with 

other sources like health, migration, on-job training, and information. Let’s decode it one by 

one. 

Investment in Education 
 

The most powerful way to improve and expand the fruitful workforce in the state is by 

nourishing and building up the education system. It is acknowledged as the root of human 

capital formation, that is the reason why the parents and also the government spend more on 

education. Few objectives why individual and state investment in education are. 

• To developing their future income 

• Build manpower and enhance their technical skills, to improve workers productivity 

and therefore resulting in economic growth 

• To control the population growth rate by reducing the birth rate and making 

maximum resources available per person 

• Knowledge and education can be transferred to others, resulting in social 

advantages. 
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Investment in Health 
 

The second major source of human capital formation is the Health sector. A person who is 

unwell will absolutely influence productivity. Few health-related investments are, providing 

clean and safe drinking water and therapeutic medicines, etc. 

Problems of Human Capital Formation 
 

1. Growth in Population: The rapid rise of the population can influence the grade of 

human capital formation, mostly in developing countries. It degrades the per capita 

availability of the present facility. A large population involves extra investments. 

2. Long Process: The method applied for human development is a long term process 

because skill enhancement requires extra time. Therefore, the process becomes very 

normally slow. 

3. Gender Inequality and High Regional Disparity: These two factors the human 

development skill. 

4. Insufficient On-Job training: In the Agriculture sector, on-job training to handle 

advanced equipment are not provided to the worker. 

5. High Poverty Level: In India, a large portion of the population is below the poverty 

line. Therefore, they do not have easy access to primary health and education. 

Indicators of Quality Education 
 
 

SDG 4 Indicator Data Source 

 

 

 

Quality 

Education 

 
 

4.a. (Complement of) People 

per Education Institute (2015 

– 16) 

Department of Higher Education, 

Ministry of Human Resource 

Development & District Information 

System for Education (DISE), National 

University of Education Planning and 

Administration (NUEPA). 

 
4.6. Literacy Rate (2011) 

Office of the Registrar General and 

Census Commissioner, India, Ministry 

of Home Affairs, Government of India. 

4.1. Gross Enrolment Ratio (2015- 

16) – Primary Education 

Ministry of Health & Family 

Welfare, Government of India 

(17298). 

 4.1. Gross Enrolment Ratio Rajya Sabha Unstarred Question No. 
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 (2015-16) – Secondary Education 57, dated 02.02.2017. 

 

4.3. Gross Enrolment Ratio 

(2015-16) – Higher Education 

Ministry of Human Resource 

Development, Government of India 

(ON1321). 

4.c. Student to Teacher Ratio 

(2015-16) 

Unified District Information System for 

Education. 

 

4.1. (Complement of) Student 

Dropout (2014-15) 

Unified District Information System for 

Education. (Table 3.20. Annual Average 

Drop-out Rate by Educational Level: 

2014-15) 

 

 

 

 
4.a. Ratio of NAAC Accredited 

Universities (2018) 

Central Universities: UGC 29 June, 

2017; State Universities: 6 Oct, 2017; 

Deemed Universities: 6 Oct, 2017; 

Private Universities: 6 Oct, 2017; 

NAAC Accredited Universities: State 

wise Number of colleges and 

universities accredited by NAAC, 

16.8.2018. 

 

Delhi and the rural-urban divide 
 

The literacy rate of the population is much higher in Delhi than the neighbouring states. 

ASER 2018 reports indicate that a large section of primary students in rural Haryana, 

Rajasthan, and UP could not read a grade-2 book. Although there is no comparable data for 

Delhi, the government’s recent assessments indicate that 63 percent of students from grade III 

to grade IX can now read their grades’ textbook. For the year 2015-16, the per-child 

education expenditure by the government of the NCT of Delhi, was higher than the combined 

per-child education expenditure by the governments of Rajasthan and UP. The differences in 

the education expenditure outlays between Delhi and its surrounding areas, is a significant 

factor contributing to the disparity in the quality of public education in the region. 
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Structure of governance in Delhi 
 

The NCT of Delhi, like other states and Union Territories, is governed by the three-level 

structure of governance: national, state, and local. However, the roles and responsibilities of 

each governance level is different in NCT of Delhi from those of other states and Union 

Territories. 

From 1956 to 1992, Delhi was a union territory governed by the GoI, and it did not have a 

legislative assembly. In 1992, the Government of the National Capital Territory Act (GNCTD 

Act) came into force, and the Union Territory of Delhi was renamed the National Capital 

Territory of Delhi. The GNCTD Act also created a state-level legislative assembly for the 

NCT of Delhi. The members of this legislative assembly were chosen by direct election from 

territorial constituencies in the NCT of Delhi. Although the GNCTD Act established a 

legislative assembly for the NCT of Delhi, its provisions limited the power of the legislative 

assembly in comparison to other states. The elected legislative assembly of Delhi does not 

have the authority to make laws relating to policing, public order, or land; these areas remain 

under the purview of the parliament of India. 

Different governance agencies, from the central, state and the local governments, are 

responsible for providing public services in the NCT of Delhi. For public services like 

healthcare, education, and access to electricity, there are overlaps in the responsibilities of the 

MCDs and the government of the NCT of Delhi, making coordination in governance essential 

to ensure good quality of these services. Since the MCDs are not accountable to the 

government of the NCT of Delhi, the coordination required is between local, state, and the 

central government agencies. To ensure more efficient coordination for the delivery of public 

services, the last two state governments of the NCT of Delhi, have demanded full statehood 

for Delhi. A full statehood will make sure the local bodies are accountable directly to the 

government of the NCT of Delhi. However, the authority to make the NCT of Delhi a full 

state of India rests with the parliament of India and not with the state government of the NCT 

of Delhi or the people of Delhi. 
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PUBLIC FINANCE 
 

Public finance is the management of a country’s revenue, expenditures Expenditure. An 

expenditure represents a payment with either cash or credit to purchase goods or services. An 

expenditure is recorded at a single point in time (the time of purchase), compared to an 

expense which is allocated or accrued over a period of time. This guide will review the 

different types of expenditures in accounting, and debt load through various government and 

quasi-government institutions. This guide provides an overview of how public finances are 

managed, what the various components of public finance are, and how to easily understand 

what all the numbers mean. A country’s financial position can be evaluated in much the same 

way as a business’ financial statements Three Financial Statements The three financial 

statements are the income statement, the balance sheet, and the statement of cash flows. 

These three core statements are intricately. 

COMPONENT OF PUBLIC FINANCE 
 

The main components of public finance include activities related to collecting revenue Sales 

Revenue Sales revenue is the income received by a company from its sales of goods or the 

provision of services. In accounting, the terms "sales" and "revenue" can be, and often are, 

used interchangeably, to mean the same thing. Revenue does not necessarily mean cash 

received., making expenditures to support society, and implementing a financing strategy 

(such as issuing government debt). The main components include: 

1. Tax collection 

Tax collection is the main revenue source for governments. Examples of taxes collected by 

governments include sales tax, income tax (a type of progressive tax Progressive Tax A 

progressive tax is a tax rate that increases as the taxable value goes up. It is usually  

segmented into tax brackets that progress to successively higher rates. For example, a 

progressive tax rate may move from 0% to 45%, from the lowest and highest brackets), estate 

tax, and property tax. Other types of revenue in this category include duties and tariffs on 

imports and revenue from any type of public services that are not free. 

https://corporatefinanceinstitute.com/resources/knowledge/accounting/expenditure/
https://corporatefinanceinstitute.com/resources/knowledge/accounting/three-financial-statements/
https://corporatefinanceinstitute.com/resources/knowledge/accounting/sales-revenue/
https://corporatefinanceinstitute.com/resources/knowledge/accounting/progressive-tax-system/
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2. Budget 

The budget is a plan of what the government intends to have as expenditures in a fiscal year. 

In the U.S., for example, the president submits to Congress a budget request, the House and 

Senate create bills for specific aspects of the budget, and then the President signs them into 

law. Read a copy of 2017 Budget of the U.S. government, as published by the Office of 

Management and Budget. 

3. Expenditures 

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. The actual 

expenditures may be greater than or less than the budget. 

4. Deficit/Surplus 

If the government spends more then it collects in revenue there is a deficit in that year. If the 

government has less expenditures than it collects in taxes, there is a surplus. 

5. National Debt 

If the government has a deficit (spending is greater than revenue), it will fund the difference 

by borrowing money and issuing national debt. The U.S. Treasury is responsible for issuing 

debt, and when there is a deficit, the Office of Debt Management (ODM) will make the 

decision to sell government securities to investors. 

6. Additional Resources 

CFI is the official provider of the global Financial Modeling & Valuation Analyst 

(FMVA)™FMVA® CertificationJoin 350,600+ students who work for companies like 

Amazon, J.P. Morgan, and Ferrari. 

Certification program, designed to help anyone become a world-class financial analyst. To 

keep advancing your career, the additional CFI resources below will be useful: 

• Accounting for Income TaxesAccounting For Income TaxesIncome taxes and its 

accounting is a key area of corporate finance. Having a conceptual understanding of 

accounting for income taxes enables 

• Top Accounting ScandalsTop Accounting ScandalsThe last two decades saw some 

of the worst accounting scandals in history. Billions of dollars were lost  as a result 

of these financial disasters. In this 

https://www.gpo.gov/fdsys/pkg/BUDGET-2017-BUD/pdf/BUDGET-2017-BUD.pdf
https://corporatefinanceinstitute.com/certifications/financial-modeling-valuation-analyst-fmva-program/
https://corporatefinanceinstitute.com/certifications/financial-modeling-valuation-analyst-fmva-program/
https://corporatefinanceinstitute.com/resources/knowledge/accounting/accounting-for-income-taxes/
https://corporatefinanceinstitute.com/resources/knowledge/other/top-accounting-scandals/
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• Finance Salary GuideFinance Salary GuideIn this finance salary guide, we cover 

several finance jobs and their corresponding midpoint salaries for 2018. Regardless 

of the industry, a good finance professional is difficult to find. Competition to hire 

and retain top talent in the fields of finance and accounting remains tough. 

 
IMPORTANCE OF PUBLIC FINANCE 

 

1. Provision of public goods: -For providing public goods like roads, military services 

and street lightsetc. public finance is needed. Business firms will have no incentive to 

produce such goods, as they get no payment from private individuals. 

2. Public finance enables governments to tackle or offset undesirable side effects of a 

market economy. The side effects are called spill overs or externalities. For example, 

pollution. The governments can introduce recycling programmes to lessen pollution 

or they can make laws to restrict pollution or impose pollution charges or taxes on 

activities that bring about pollution. 

3. Public finance helps governments to redistribute income. To reduce the inequality in 

the economy, the governments can impose taxes on the richer people and provide 

goods and services for the needy ones. 

4. Public finance provides many a programme for moderating the incomes of the rich 

and the poor. Such programmes include social security, welfare and other social 

programmes. 

5. The acceptance of the principle of welfare state, the role of public finance has been 

increasing. Modern governments are no more police states as the classical economists 

viewed. 

6. As the scope of state participation in the economic activity is widening, the scope of 

public finance has also been increasing. Generation of employment opportunities, 

control of economic fluctuations like boom and depression, maintaining economic 

stability etc. are some of the thrust areas of the governments through fiscal operations. 

https://corporatefinanceinstitute.com/resources/careers/compensation/finance-salary-guide/
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SUBJECT MATTERS OF PUBLIC FINANCE 
 

The subject matters of Public Finance can be broadly classified in to five categories – 

 
1. Public Revenue: 

The income of the states is referred to as Public Revenue. In this branch, we study the various 

ways of raising revenue by the public bodies. We also study the principles and effects of 

taxation and how the burden of taxation is shared among the various classes of society etc. 

2. Public Expenditure 

It deals with the principles and problems relating to the allocation of public spending. We 

study the fundamental principles governing the flow of public funds in to different channels, 

classification and justification of public expenditure; expenditure policies of governments and 

the measures adopted for welfare state etc. 

3. Public Debt 

The governments borrow when its revenue falls short of its expenditure. Public debts is a 

study of various principles and methods of raising debts and their economic effects. It also 

deals with the methods of repayments and managements of public debts. 

4. Financial Administration 

It deals with the methods of Budget preparation, various types of Budgets, war Finance, 

Development Finance etc. Thus, financial administration refers to the mechanism by which 

the financial functions are carried on. In other words, financial administration studies the 

organizing and disbursing of the finances of the State. 

5. Economic stabilization and Growth 

The use of Public revenue and Public expenditure to secure stability in levels of prices by 

controlling inflationary as well as deflationary pressures is studied. Similarly the income and 

expenditure policies adopted by the government so as to attain full employment, optimum use 

of resources, equitable distribution of income etc. are also studied. 

6. Federal finance 

Under federal finance we study the principles and policies governing the distribution of 

functions and funds among the public authorities in a federal set up. In a federal set up there 

are different levels of governments-centre, state and local. 
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Public Finance and Private Finance 
 

The understanding and the study of public finance is facilitated by a comparison of the public 

or government finance with private or individual finance. Such a comparison will help us to 

know how the aims and objectives and methods of public Finance operation are similar or 

differed from the financial operations of the individual. 

Similarities 
 

1. Both the State as well as individual aim at the satisfaction of human wants through 

their financial operations. The individuals spend their income to satisfy their personal 

wants whereas the state spends for the satisfaction of communal or social wants. 

 
2. Both the States and Individual at times have to depend on borrowing, when their 

expenditures are greater than incomes 

 
3. Both Public Finance and Private Finance have income and expenditure. The ultimate 

aim of both is to balance their income and expenditure. 

 
4. For both kinds of finances, the guiding principle is rationality. Rationality is in the 

sense that maximization of personal benefits and social benefits through 

corresponding expenditure. 

 
5. Both are concerned with the problem of economic choice, that is, they try to satisfy 

unlimited ends with scarce resources having alternative uses. 

 
Dissimilarities 

 

1. The private individual has to adjust his expenditure to his income. i.e., his expenditure 

is being determined by his income. But on the other hand the government first 

determines its expenditure and then the ways and means to raise the necessary  

revenue to meet the expenditure. 



24  

2. The government has large sources of revenue than private individuals. Thus at the 

time of financial difficulties the state can raise internal loans from its citizens as well 

as external loans from foreign countries. In the case of private individual, all 

borrowings are external in nature. 

3. The state, when hard pressed, can resort to printing of currency, as an additional 

source of revenue. In fact, during emergencies like war, it meets its increased  

financial obligations by printing new currency. But an individual cannot raise income 

by creating money. 

 
4. The state prepares its budget or estimates its income and expenditure annually. But 

there is no such limitation for an individual. It may be for weekly, monthly, or 

annually. 

 
5. A surplus budget is always good for a private individual. But surplus budgets may not 

be good for the government. It implies two things. a) The government is levying more 

taxes on the people than is necessary and b) the government is not spending as much 

as the welfare of the people as it should. 

 
6. The individual and state also differ in their motives regarding expenditure. The 

individuals hanker after profit. Their business operations are guided by private profit 

motive. But the states expenditure is guided by the welfare motive. 

 
7. The private individual spends his income on various items in such a manner as to 

secure equi-marginal utilities from them. The government on the contrary does not 

give as much importance to this law as a private individual does. Modern government 

sometimes incur cretin types of expenditure from which there do not derive any 

advantage but they do incur this expenditure to satisfy cretin sections of the 

community. 

 
8. Individuals always seek quick returns they save only a small amount for future and 

spend more to satisfy their current needs. Individual tend to think more on present as 

they are dead in the long run.Similarly they seldom spend if it does not yield any 

money income. On the other hand, State has a long term perspective of its 

expenditure. It does not care only for immediate benefit. State spends on projects 
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having long gestation period. The burden of taxation is borne by the present 

generation in the interest of long run welfare of the community. Similarly sometimes 

government may have to spend on schemes which may not yield any money income  

at all (e.g. Public Health). 

 
9. An individual’s spending policy has very little impact on the society as a whole. But 

the state can change the nature of an economy through its fiscal policies. 

 
10. The pattern of expenditure in the case of private finance is often influence by  

customs, habits social status etc. The pattern of government expenditures is guided by 

the general economic policy followed by the government. 

 
11. Private Finance is always a secret affair. Individual need not reveal their financial 

transactions to anyone except for filing tax returns. But Public Finance is an open 

affair. Government budget is widely discussed in the parliament and out sides. Public 

accountability is an important feature of public finance. 

 
12.  Individuals can plan to postpone their private expenditure. But the state cannot afford 

to put off vital expenditure like defence, famine relief etc. Findlay Shiraz says that 

compulsory character is an important future of public finance. 
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