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FOREWORD 

'ram importance of the study of Public .Finance is well 
known, but a:lequate steps to make that study easy and popu­
lar are not taken in most countries. In countries with a 
democratic form of government, the control of the public 
purse is vested in the hands of the representatives of the people. 
This enables a growing number of persons in such a country 
to acquire an intelligent grasp of the financial arrangements 
and problems of the country. There is, in spite of this, a 
general impression that problems of public finance are things 
of mystery and controversy which the layman dreads to 
think of. The only way to remove this wrong impression is 
to provide the lay public with simple and easily accessible 
literature on the subject, which would create both a correct 
understan1ling of it and develop an intelligent interest in the 
same. For this purpose, there should be a simple and lucid 
exposition both of principles and facts devoid of technicalities 
and controversies. 

Professor K. K. Sharma has, in this book, made a worthy 
attempt in this direction. He has covered a wide field in a 
comparatively brief space. He has aimed at a treatment of 
the subject which will be found useful both to the student and 
the general reader, who is seeking an introduction to the study 
of public finance with special reference to the problems of 
this country. In view of the growing importance of educating 
the public in India, regarding the way in which they are taxed, 
and the way in which the money so raised by the State is 
spent, it is to be expected that works of this kind will make a 
wide appeal. 

SchooZ of Economics and Soci<Jlogy, 
University of Bom,bay. 

0. N. VAKIL. 



PREFACE 
THIS book on Public Finance has been specially written 

to meet the requirements of students of Indian Universities 
and it should also prove useful to the general reader. The 
plan adopted of treating the subject is very simple. The 
fundamental principles of Public Finance as enunciated by 
classical writers have been discussed and explained with a 
view to enable the lay public to understand the subject. 
Book II deals with Indian Finance. The various stages 
through which the Indian System of Finance has passed 
during the last 100 years have been explained in a simple 
and lucid manner. The chief aim has been to create in the 
reader's mind a genuine taste which would lead him to a 
methodical study of Indian Finance. 

Subjects like the Indian Public Debt, Financial Adminis­
tration, Indian Railway Finance, etc., are of great importance 
and very difficult to grasp at the same time. An attempt 
has been made to present them in a simple, and non-technical 
language to create a correct underrtanding of them and an 
intelligent interest in the same. 

The subject of Indian Finan<'e has rect>ived a new impor­
tance in view of the impending constitutional changes in the 
country. It. has consequently been discussed by many 
committef's and they have made many important recom­
mendations. The findings and recommendations of these 
committees have received a careful attention in .this book. 
By a perusal of the book, the reader can have an adequate 
and connected idea underlying the mass of literature on 
rndian Finance, contained in the valuable Reports of the 
v-arious committees which have reviewed the subject on the 
eve of the great constitutional changes in the country at 
present. The position of Indian Finance as finally emerges 
under the changes to be introduced by the Government of 
India. Act, 1935, has been lucidly and briefly stated. 
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The book contains a separate chapter on Local Finance 
which gives an idea of the evolution of functions of local autho­
rities in India and other countries and of their sources of 
income and of the ways of spending their resources. 

Prof. C. N. Vakil, University Professor of Economics, 
Bombay, has very kindly introduced the book to the readers. 
My very special thanks are due to him for this fact and also 
for the valuable guidance that he gave me in this connection. 

Prof. Kalka Prasad Bhatnagar, M.A., Professor of Econo­
mics and Vice-Principal of D. A. V. College, Cawnpore, favoured 
me with his valuable ad vice and help in various ways, and 
I am very grateful to him for it. I also take pleasure in 
acknowledging my indebtedness to my honoured colleague, 
Prof. Kalishanker Bhatnagar, M.A., Vice-Principal, S. D. 
College, Cawnpore, for his ungrudging assistance in connection 
with the preparation of the book. 

K. K. SHARMA. 
March S, 1937. 
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Diffusion 32, 33 

25, 26 
(see "Fiscal 

Financial 
Trade Agreements 

Policy") 
Tributes 137, 138 

w 
Walter Layton, Views on­

Apportionable Liability 
Contribution of Burma's 

231 

share 230 
Land Cess 296, 297 
Taxable Capacity 64 
Ways and Means (see "Indian 

Budgets") 
White Paper Provisions 

Borrowing 
Corporation Tax 
Credit 
Currency 
Duties-Excise and 

Export 
Financial Safeguards 
Financial Stability 
Income-tax · 

regarding-
145 
141 

254, 255 
253, ?54 

142, 143 
253 

25.f, 255 
140, 141 

Joint Sessions of Legis-
lature 183, 184 

Land Customs 144 
Provincial Surcharges 141, 142 
Reserve Bank Act 253 
Safeguards 246 
Subventions to Provinces 142 
Taxes on Agricultural Income 142 
Terminal Taxes 143 

Wilson's Reforms 94, 95 
Windfall Wealth-

Meaning 
Taxation 

27 
48 
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