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. 

n 
o

th
e
r 

w
O

rd
s, 

pu
bl

ic
 w

a
n

ts
 
to

 
k

n
o

w
 w

h
e
th

e
r 

th
e 

r
e
v

e
n

u
e
 
is

 p
ro

pe
rl

y 
u

ti
li

se
d

 f
o

r 
th

e
 c

o
m

m
o

n
 

ra
re

 
o

f t
he

 so
ci

et
y.

 T
h

e
re

fo
re

,
it

s 
cl

as
si

fic
at

io
n

m
us

t b
e 

sc
ie

nt
if

ic
 an

d 
no

t a
m

bi
gu

ou
s. 

4 
U

.K
. 

H
ic

ks
, 

P
u

b
li

c
 F

in
an

ce
' 

7.
 

Ex
pl

ai
n 

br
ie

fty
 v

a
ri

o
u

s 
th

e
o

ri
e
s 

o
f 

P
u

b
li

c
 

E
x

p
e
n

d
it

u
re

. 

O
R

 

D
is

cu
ss

 P
u

re
 a

n
d

 G
en

er
al

 t
h

eo
ri

es
 

o
f 

P
u

b
li

c
E

xp
en

di
tu

re
.

8.
 W

rit
e 

a 
no

te
 o

n 
th

e 
ai

m
s 

of
 P

ub
lic

 E
xp

en
di

tu
re

. 

9.
 D

es
cr

ib
e 

co
nt

ro
l 

an
d 

ac
co

un
ta

bi
lit

y 
of

 P
ub

li
c 

E
xp

en
di

tu
re

.

10
. M

ak
e 

a 
de

ta
ile

d 
ca

se
 f

or
 A

cc
ou

nt
ab

iit
y

of
 P

ub
ic

 E
xp

en
di

tu
re

 i
n 

In
di

a.
 

th
e
 s

e
v

e
ra

l 
d

e
a
d

s.
 T

h
u

s,
 t

h
e
 



UNO
M 

A
 

g
o

o
d

 d
a
s
s
i
f
i
c
a
t
i
o

n
 

s
h

o
u

l
d

 s
a
t
i
s
y

 a
t
 l

e
a
s
t
 
t
w

o
 
t
e
s
t
s
.
 
F

ir
s
tl

y
, 
t
h

e
 

m
u

tu
a
ll

y
 
e
x

c
lu

s
iv

e
 s

o
 
th

a
t 

d
a
t
a
 
c
a
n

 b
e
 
a
l
l
o

c
a
t
e
d

 
t
o

 
o

n
e
 
c
l
a
s
s
 

th
e
 c

l
a
s
s
i
M

c
a
t
i
o

n
 

e
x

a
c
t
.
 
S

e
c
o

n
d

ly
, t

h
e
 b

a
si

s 
o

f 
c
l
a
s
s
i
i
c
a
t
i
o

n
 
s
h

o
 

T
h

is
 h

o
 

a
t
t
r
i
b

u
t
e
 
o

f
 t

h
e
 
o

b
l
e
c
t
 c

l
a
s
s
i
f
e
d

.
 

T
h

i
s
 
w

i
 
m

a
k

e
 
it

 
s
c
i
e
n

t
i
f
i
c
 

a 
b

e
 a

 

cl
as

 
sh

ou
ld 

e 

CL
AS

SIF
ICA

TIO
N 

O
F

 
PU

B
LI

C
 EX

PE
ND

IT
UR

E 
P

u
b

li
c 

Ex
pe

nd
itu

re 
th

at 
sp

ec
ial

ly
 b

en
ef

its
 s

o
m

e
 in

di
vi

du
al

s. 
T

hi
s 

in
cl

ud
es

 p
ub

lic
 

ex
pe

nd
itu

re 
wh

ich
 is

 i
nc

ur
re

d 
fo

r 
th

e 
be

ne
fit

 o
f 

a 
pa

rti
cu

lar
 g

ro
up

 o
f 

so
cie

ty.
 su

cn
 

ex
pe

nd
itu

re 
d

o
e
s 

no
t 

pr
ov

id
e 

ad
va

nta
ge

 t
o

 
th

e 
en

ti
re

 s
oc

ie
ty

. 
Su

bs
id

y 
iv

en
 t

o
 

pa
rti

cu
lar

 in
du

st
ri

es
 i

s 
pu

bl
ic

 e
xp

en
di

tu
re

 o
f 

su
ch

 t
yp

e.
 

T
hi

s 
cla

ss
ifi

ca
tio

n
m

ay
 b

e 
reg

ard
ed

 in
 f

av
ou

r 
o

f 
ge

ne
ra

l p
ub

lic
, 

b
u

t 
it

 i
s 

ve
ry

 d
ifi

+c
ul

t 
t
a
 

as
si

gn
 

it
 

to
 

th
e
 
va

rio
us

 h
ea

ds
 o

t 
ex

pe
nd

itu
re

 o
u

t 
of

 t
he

se
 ca

teg
or

ies
. 

N
o

 d
ou

bt
, 

th
is

 
cla

ssi
fic

ati
on

is
 
go

od
 a

s
 

it
 
tou

ch
es

 u
po

n 
th

e 
n

at
u

re
 o

f 
be

ne
fi

ts
 w

hi
ch

 s
uc

h 
ex

pe
nd

itu
re 

co
nf

ers
 o

n
 
th

e
 co

m
m

on
 p

eo
pl

e. 
in

 T
ac

t, 
co

m
m

on
 m

a
n

 i
n 

th
e 

st
re

e
t 

is
 o

nl
y 

co
nc

er
ne

d 
w

ít
h

 
rh

e 
be

ne
fit

 h
e 

is 
ge

tti
ng

 f
ro

m
 p

ub
lic

 ex
pe

nd
itu

re 
ra

th
er

 t
h

an
 w

it
h 

th
e 

o
th

er
 te

ch
ni

ca
lit

ie
s

of
 e

xp
en

di
tu

re
.B

ut
, 

th
is 

th
eo

ry
 1s

 n
ot

 f
re

e 
fr

om
 f

al
la

ci
es

. 
T

h
e 

se
ri

ou
s 

de
fe

ct
 w

hi
ch

 m
ak

es
 

it 
im

pe
rfe

ct 
a
n

d
 
un

sc
ie

nt
if

ic
 c

la
ss

ifi
ca

tio
n 

is
 

th
at

 t
he

 d
iv

is
io

n 
pr

ov
id

ed
 b

y 
th

is
 i

s 
n

o
t 

m
utu

all
y 

ex
cl

us
iv

e.
 T

h
er

e 
ar

e 
ch

an
ce

s 
o

f 
ov

er
lap

pi
ng

 w
it

h 
ea

ch
 

ot
he

r.
 

U
n

d
er

 t
h

es
e 

ci
rc

um
sta

nc
es

,o
n

e
 ca

nn
ot

 d
ist

in
gu

ish
be

tw
ee

n 
th

e
 ex

pe
nd

itu
re

w
hi

ch
 e

nt
ire

ly
 b

en
ef

its
 th

e 
na

rti
cu

lar
 g

ro
up

 o
r 

wh
ich

 o
nl

y 
ind

ire
cd

y 
he

lp
s 

su
ch

 s
ec

ti
on

 a
n

d
 h

el
ps

 m
ai

nl
y 

th
e 

ge
ne

ra
l 

co
m

m
un

ity
. T

he
re

fo
re

, 
th

is
 t

he
or

y 
h

a
s 

n
o

 
ro

o
m

 i
n

 t
h

e 
p

re
se

n
t 

s
e
t 

up
. 

2
. 

C
la

ss
ifi

ca
tio

n 
o

n
 

th
e
 

b
a
si

s 
o

f 
fu

nc
ti

on
s 

(A
da

m
 S

m
ith

). 
A

da
m

 S
m

it
h

 c
la

ss
if

ie
d 

pu
bl

ic
 e

xp
en

di
tu

re
 a

cc
or

di
ng

 t
o

 
th

e
 f

u
n

ct
io

n
s 

o
f 

ge
ov

er
nm

en
t 

C
ha

rl
es

 F
. 

B
as

ta
bl

e 
al

so
 

su
pp

or
te

d 
th

is
 c

la
ss

if
ic

at
io

n.
 

T
h

e
 c

la
ss

if
ic

at
io

n 
o

n
 t

h
e
 b

as
is

 o
f f

un
cti

on
s 

is
 g

iv
en

 a
s
 
u

n
d

e
r:

 
(a

) 
Pr

ot
ec

tiv
e 

Ex
pe

nd
itu

re
. 

It
 i

nc
lu

de
s 

th
e 

ex
pe

nd
itu

re
 i

n
cu

rr
ed

 b
y 

th
e 

go
ve

nm
en

t 
o

n
 
th

e 
pu

rc
ha

se
 o

f 
a
r
m

s
 
an

d
 
am

m
un

iti
on

s, 
de

fe
nc

e,
 p

ol
ic

e,
 a

dm
in

is
tr

at
io

n
o

f 
ju

st
ic

e 
a
n

d
 j

ai
ls

 e
tc

. 

(b
) 

C
om

m
er

ci
al

 E
xp

en
di

tu
re

. 
It

 c
on

si
st

s 
ex

pe
nd

itu
re

 i
nc

ur
re

d 
o

n
 
th

e 
co

m
m

er
ci

al
 

ac
ti

vi
ti

es
 l

ik
e 

ra
il,

 r
oa

ds
, 

hi
gh

w
ay

s 
et

c.
, 

w
h

ic
h

 a
re

 t
ak

en
 b

y 
th

e 
go

ve
nm

en
t i

n
 t

h
e 

pu
bl

ic
 i

nt
er

es
t.

 
(c

) 
D

ev
el

o
p

m
 

ec
on

om
ic

 d
ev

el
op

m
en

t
o

f 
th

e 
co

un
tr

y 
li

ke
 t

h
e
 
ex

pe
nd

itu
re

 m
ad

e 
o

n
 
pr

ov
id

in
g 

ed
uc

at
io

n,
 h

ea
lth

, 
re

cr
ea

tio
n,

pu
bl

ic
 u

til
ity

 f
ac

ili
tie

s 
to

 
th

e 
co

m
m

un
ity

. T
h

is
 t

yp
e 

o
f 

ex
pe

nd
itu

re
he

lp
s 

to
 r

ai
se

 t
h

e 
na

ti
on

al
 i

n
co

m
e.

 
T

hi
s 

cl
as

si
fi

ca
tio

n 
h

a
s 

th
e
 m

er
it

 o
f 
di

sti
ng

ui
sh

in
g 

o
n

e
 c

la
ss

 o
f 
pu

bl
ic

 e
xp

en
di

tu
re

 fr
o

m
 

a
n

o
th

e
r 

o
n

 t
h

e
 b

a
si

s 
o

f 
it

s 
ef

fe
ct

 o
n

 t
h

e 
w

el
fa

re
 o

f 
th

e 
p

eo
p

le
. 

T
hi

s 
th

eo
ry

 h
as

 a
ls

o
 t

h
e 

d
ra

w
b

a
c
k

 a
s
 

it
 i

s 
n

o
t 

po
ss

ib
le

 t
o

 
sa

y
 t

h
at

 a
 

ce
rt

ai
n

 e
xp

en
di

tu
re

 i
s 

pr
ot

ec
tiv

e 
b

u
t 

n
o

t 
de

ve
lo

pm
en

ta
l, 

an
ot

he
r 

co
m

m
er

ci
al

 a
nd

 n
ot

 d
ev

el
op

m
en

ta
l.

o 

ma
 

sen
sib

le."
1

D
r.

 
R.H

. 
Bh

arp
 

T
h

u
s,

 t
h

e
 c

h
ie

f a
i
m

 o
f 
th

e
 s

tu
d

y
 o

f
 th

e
 p

u
b

li
c
 e

x
p

e
n

d
i
t
u

r
e

is
 t

o
 e

v-
 

th
e
 e

f
f
e
c
ts

 a
n

d
 e

ff
ic

ie
n

c
y

 o
f
 th

e
 v

a
r
i
o

u
s
 i

t
e
m

s
 a

n
d

 
m

a
t
t
e
r
s
 
fo

r 
w

h
ic

h
 
h

h
e
 a

n
d

 

al
lo

ca
te

d.
 In

 o
r
d

e
r
 t

o
 m

e
e
t
 t

h
is

 a
im

, 
a 

p
r
o

p
e
r
 c

l
a
s
s
i
f
c
a
t
i
o

n
 

it
e
m

s
 o

f p
u

b
li

c
 e

x
p

e
n

d
i
t
u

r
e

is
 i

m
p

e
ra

ti
v

e
a
n

d
 p

r
e
r
e
q

u
i
s
i
t
e
.

T
e
s
t 
o

f
 a 

G
o

o
d

 C
l
a
s
s
i
f
i
c
a
t
i
o

n
.
 
R

e
a
l 

t
e
s
t
 o

f
 ev

er
y 

g
o

o
d

 c
la

s
s
if

ic
a
ti

o
n

 

o
f a

m
bi

gu
it

ie
s 

a
n

d
m

a
k

in
g

 t
h

e
sy

st
e
m

 m
o

re
u

n
d

e
r
s
ta

n
d

a
b

le
a
n

d
sc

ie
n

ti
sS

n 
its

 

e
x

a
c
t 

a
n

d
 w

it
h

o
u

t 
a
n

y
 o

ve
rl

ap
. 

In
 a

 
g

o
o

d
 c

l
a
s
s
i
f
i
c
a
t
i
o

n
 
o

f
 t

h
e
 p

u
b

li
c
C

.
I
t
 sh

 

et
 th

is
 a

im
, 

a 
p

ro
p

e
r 

cl
as

si
rc

ad
o

n
 a

n
d

 e
x

p
la

n
a
ti

o
 

av
e 

li
 

te
 

a
n

d
 o

n
 w

h
a
t 

b
a
s
is

 it
 ha

s 
b

e
e
n

 p
la

ce
d

 in
 a

 
p

a
rt

ic
u

la
r 
h

e
a
d

 o
r
 c

la
ss

. 
F

o
r 
in

e
..

s
 to

 b
e 

sp
en

t o
n

 e
r
a
d

ic
a
ti

o
n

 o
f D

en
gu

e 
o

r
 p

o
li

o
 m

u
s
t
 n

o
t 

b
e
 p

la
c
e
d

 i
n

 "
E

d
u

c
a
ti

o
n

"
 

th
e m

 

pl
ac

ed
 i

n
 t

h
e
 H

e
a
d

 "
H

ea
lt

h
".

 

plao
 

s
h

o
u

ld
 n

o
t
 b

e
 an

y 
do

ub
to

r a
m

bi
gu

it
y

a
s
 t

o
 w

h
ic

h
 c

la
s
s
 a

 
p

u
b

li
c
 eS

. 
e
x

p
e
n

d
i 

Fo
r 

n" 

d
it

u
re

bu
t inste

ad 
B

A
S

I
S

 
O

F
 
C

L
A

S
S

I
F

I
C

A
T

I
O

N

D
iff

er
en

te
co

no
m

ist
sl

ik
e 

C
.C

. 
P

le
h

m
, 

N
ic

h
o

ls
o

n
, 

A
d

a
m

 S
m

it
h

, 
J.

S
. 

M
il

l,
 R

oc
ha

 
an

d 
Fi

nd
la

y 
S

hi
rr

as
 h

av
e 

gi
ve

n 
th

ei
r 

o
w

n
 
st

yl
e 

o
f 

c
la

ss
if

ic
a
ti

o
n

 o
f 

pu
bl

ic
e
x

p
e
n

d
id

 
th

es
e 

cl
as

si
fi

ca
ti

on
s 

do
 n

o
t i

nv
es

ti
ga

te
 t

h
e
 c

h
an

g
ed

 n
a
tu

re
 o

f 
p

u
b

li
c
 e

x
p

e
n

d
it

u
re

, 
in

se
 

th
ey

 r
ep

re
se

nt
 t

he
 s

am
e 

th
in

g 
in

 d
if

fe
re

n
t

w
ay

s.
 

Fo
llo

wi
ng

 ar
e 

th
e 

ba
si

s 
o

n
 w

hi
ch

 p
ub

lic
 e

xp
en

di
tu

re
c
a
n

 b
e
 c

la
ss

if
ie

d
1.

 B
as

is 
of

 B
en

ef
it (

C.
C.

 P
leh

m
). 

O
n 

th
e 

ba
si

s 
of

 b
en

ef
it,

 t
he

 p
ub

li
c 

ex
pe

nd
itu

re
na

 
cl

as
sif

ie
d

by
 C

oh
n 

an
d 

Pl
eh

m
 i

nt
o 

fo
ur

 p
ar

ts
 a

s 
st

at
ed

 b
e
lo

w
: 

(a
) 

P
ub

li
c 

Ex
pe

nd
itu

re
w

hi
ch

 c
on

fe
rs

 s
pe

ci
al

 b
en

ef
it

 t
o

 
c
e
rt

a
in

 p
eo

pl
e.

 P
ub

li 
ex

pe
nd

itu
re

 is
 i

nc
ur

re
d 

to
 p

ro
vi

de
 t

he
 b

en
ef

it
 o

f 
po

lic
e 

pr
ot

ec
tio

n 
an

d 
jus

tin
 

w
hi

ch
 st

re
ng

th
en

s t
he

 se
cu

rit
y 

an
d 

sa
fe

ty
 to

 t
h

e 
en

tir
e 

co
m

m
un

ity
. 

E
ve

n 
the

n, 
I 

pa
rti

cu
la

r a
dv

an
ta

ge
 o

f t
he

se
 s

er
vi

ce
s 

is 
gi

ve
n 

to
 t

he
 w

ea
ke

r 
se

ct
io

ns
 o

f t
he

 s
od

e 
wh

o 
ac

tu
all

y 
ne

ed
 p

ro
te

ct
io

n 
of

 po
lic

e 
an

d
 ju

sti
ce

 m
o

r
e
 t

h
an

 o
th

er
s.

 I
n

 t
hi

s 
w

 
the

se 
ser

vic
es 

af
fe

ct
 t

he
 e

nt
ir

e 
co

m
m

un
ity

 in
 g

en
er

al 
an

d
 c

er
ta

in
 g

ro
up

s 
o

r 
p 

in
 p

ar
ti

cu
la

r.
 

(b)
 

Pu
bl

ic 
Ex

pe
nd

itu
re 

w
hi

ch
 b

en
ef

its
 eq

ua
lly

 to
 a

ll
 A

ll 
ty

pe
s 

in
cu

rre
d 

o
n

 ge
ne

ral
 a

dm
ini

str
ati

on
, l

eg
isl

atu
res

, d
ef

en
ce

, 
ed

uc
au

o 
ar

jic
u 

me
dic

al 
et

c.
 b

en
ef

it 
eq

ua
lly

 to
 a

ll.
 I

t 
do

es
 n

ot
 pr

ov
ide

 an
y 

be
ne

fit
 to

 a
n

y
 

pe
rso

n/g
rou

p.
(c)

 
Pu

bli
c 

Ex
pe

nd
itu

re
w

hi
ch

 b
en

ef
its

 pe
op

le,
an

d e
nt

ire
 co

mm
u 

om
m

n 
exp

end
itur

e c
on

fe
rs 

a 
be

ne
fit

 t
o

 t
he

 ce
rta

in 
pe

op
le 

an
d 

th
e 

en
u 

a 
wh

ole
. F

or
 exa

mp
le, 

so
cia

l sec
uri

ty,
 pub

licw
elfa

re, 
une

mp
loy

ini
cul

ar 
se

 
pen

sio
n e

tc
. 

ar
e 

su
ch

 ben
efi

ts w
hic

h a
im

 a
t 

dir
ec

dy
 h

elp
ing

 th
eP

tir
e 

50C
 

of
 the

 so
cie

ty. 
Ho

we
ve

r t
he

 in
di

re
ct 

ef
fe

ct 
isp

eri
en

ce
d 

by
 u

l 
vic

es 
a 

wh
ole

. I
n 

oth
er 

wo
rds

, pu
bli

c e
xp

en
 

be
ne

fts
 c

er
tai

n 
peo

ple
 w

hil
e 

it 
ind

irec
tly

be
ne

its
 th

e 
wh

ole
 

e. 
Ba

 

nste
ad 

n
t 

Ex
pe

nd
itu

re
. 

D
ev

el
op

m
en

t 
ex

pe
nd

itu
re

 i
n

c
u

re
d

 o
n

 
so

ci
al

 a
n

d
 

3
. 

C
la

ss
ifi

ca
tio

n 
on

 t
he

 b
as

is
 o

f 
R

ev
en

ue
 (N

ic
ho

lso
n)

. T
hi

s 
cl

as
siß

ic
at

on
of

 p
ub

lic
 

ex
pe

nd
itu

re
ha

s 
be

en
 d

ev
el

op
ed

 b
y 

Pr
of

. 
N

ic
ho

ls
on

. 
H

e 
h

as
 d

iv
id

ed
 p

u
b

li
c 

ex
pe

nd
it

ur
e

in
to

 f
ol

lo
w

in
g 

th
re

e 
he

ad
s 

(
)
 E

x
p

e
n

d
it

u
re

 w
it

h
o

u
t 

d
ir

ec
t 

re
tu

rn
 o

f 
re

v
en

u
e 

e.
g.

 p
o

o
r 

re
li

ef
 o

n
 s

o
m

e
 c

as
es

 e
v

en
 

w
it

h
 i

n
d

ir
ec

t 
as

 w
el

l 
as

 d
ir

ec
t 

lo
ss

. 

p
e
s
 o

f 
pu

bl
ic

 e
xp

en
d 

a
n

s
p

a
r
 

(
)
 E

xp
en

di
tu

re
 w

it
h

o
u

t 
d

ir
ec

t 
re

ru
rn

, 
b

u
t 

w
it

h
 i

n
d

ir
ec

t 
b

en
ef

it
 t

o
 r

e
v

e
n

u
e
. 
U

su
al

ly
, i

t 

is
 a

ss
u

m
e
d

 t
h

at
 e

d
u

c
a
te

d
 p

eo
pl

e 
a
r
e
 
b

e
tt

e
r 

ta
x-

pa
ye

rs
 o

r
 l

es
s 

ex
pe

ns
iv

e 
to

 t
h

e 

st
at

e 
th

an
 t

h
o

se
 o

f 
cr

im
in

al
s.

 

P
u

b
l
k

 

e 

(i
n

 E
xp

en
di

tu
re

 w
it

h 
fu

ll 
r
e
tu

m
 
o

r
 
e
v

e
n

 
pr

of
it 

li
ke

 t
h

e 
po

st
 o

ff
ic

e,
 g

as
 s

er
v

ic
e 

a
n

d
 

ge
ne

ra
lly

 p
ub

lic
 e

nt
er

pr
is

es
. 

Th
is 

cl
as

si
fi

ca
ti

on
 o

f 
pu

bl
ic

 e
xp

en
di

tu
re

 h
a
s 

th
e 

m
er

it
 a

s
 
it

 t
o

u
ch

es
 t

h
e 

c
o

r
e
 o

f 
o

n
e
 

O
D

le
m

 i.
e.

, 
ca

pa
ci

ty
 to

 i
n

c
u

r 
a
n

y
 e

xp
en

di
tu

re
. B

u
t 

th
is

 c
la

ss
if

ic
at

io
n

 fa
il

s 
to

 d
is

tin
gu

is
h 

th
e 

n
a
i
n

 
di

ff
er

en
ce

 i
n

 t
h

e
 v

ar
io

u
s 

cl
as

se
s 

o
f 

pu
bl

ic
 e

xp
en

di
tu

re
. 

It
 i

s 
n

o
t 

cl
ea

r 
c
u

t,
 b

u
t 

ra
th

er
 

c
i
e
s
y

#
 

d
i
r
e
d

 

pe
nd

itu
re 

ic
ur

ed
 on

 t
he

se
 se

rv
i 

RH
. 

Bh
erg

eve
, T

he
 Th

eor
y a

nd
 Wo

rkin
g o

f 
Un

ion
 Fi

na
nc

e 
ni

nd
a 

ci
et

y
. 



it
 i
s
 o

v
e
r
l
a
p

p
i
n

g
.
 
T

h
e
r
e
 
m

a
y

 b
e
 c

o
n

s
i
d

e
r
a
b

l
e
 

d
o

u
b

t
 
r
e
g

a
r
d

i
n

g
 t

h
e
 
p

a
r
t
i
.
 

p
la

ce
d

 in
 a

 
g

ro
u

p
. 

T
h

is
 c

l
a
s
s
i
f
i
c
a
t
i
o

n
 
is

, 
h

o
w

e
v

e
r
,
 
o

n
e
 s

id
ed

. T
h

e
 m

a
i
n

 p
u

r
p

o
s
e
 o

f
 t
h

is
. 

to
 y

ie
ld

 r
e
v

e
n

u
e
 

b
u

t 
to

 c
o

n
f
e
r
 b

e
n

e
ñ

ts
 o

n
 t

h
e
 c

o
m

m
u

n
i
t
y

.
 
I
n

d
e
e
d

, 
it

 is
 e
n

d
i
t
 

th
e
 p

o
li

ti
c
ia

n
s
 a

n
d

 p
o

li
cy

 m
a
k

e
r
s
 b

u
t t

h
e
 g

e
n

e
ra

l 
p

u
b

l
i
c
 1

s o
n

ly
 i

n
t
e
r
e
s
t
e
r
e
 in

te
 

w
e
lf

a
r
e
. 

T
h

e
r
e
f
o

r
e
, 

th
e
 t

h
eo

ry
 c

a
n

n
o

t
 b

e
 r

e
g

a
r
d

e
d

 a
s
 
s
o

u
n

d
 
a
n

d
 p

e
r
f
e
c
t 

4
. 

M
I
l
's

 
C

l
a
s
s
i
f
i
c
a
t
i
o

n
.
 
J.

S
. 

M
il

l 
cl

as
s if

ie
d 

pu
bl

ic
 e

x
p

e
n

d
i
t
u

r
e
 
in

to
 

o
b

li
g

at
o

ry
 an

d 
o

p
ti

o
n

al
. O

b
li

g
a
to

ry
 e

x
p

e
n

d
it

u
re

s
, 
a
c
c
o

rd
in

g
 to

 M
il

l,
 a

r
e
 t

h
o

c
e
C

l
a
s
s
e
r
 

w
h

ic
h

 t
h

e
 s
ta

te
 m

u
s
t
 i
n

c
u

r
, 
s
u

c
h

 a
s
 e

x
p

e
n

d
i
t
u

r
e
 o

n
 d

e
f
e
n

c
e
 a

n
d

 o
th

e
r 
c
o

n
tt

a
c
 

p
en

d
i.

 

w
h

il
e
 o

p
ti

o
n

al
 e

x
p

e
n

d
it

u
re

is
 t

h
a
t 

w
h

i
c
h

 
s
t
a
t
e
 
m

a
y

 o
r
 
n

o
t
 
s
p

e
n

d
. 

T
h

e
v

 

a
g

ri
c
u

lt
u

re
 a

n
d

 i
n

d
u

s
tr

ie
s
 e

t
c
 

T
h

e
 t

e
r
m

 o
b

li
g

at
o

ry
 a
n

d
 o

p
ti

o
n

a
l c

a
n

 d
e
n

o
te

 a
 
d

i
s
t
i
n

c
t
i
o

n
 w

h
ic

h
 a

 
fe

w
 w

o
 

rtic
ula

r i
tem

s 
to

 h
 

C
L

A
S

S
IF

IC
A

T
IO

N
 O

F
 P

U
B

L
IC

 E
X

P
E

N
D

IT
U

R
E

 

be 
C

S
 

an
d

 
pr

ic
e 

pa
id

 
to

r 
pu

rc
ha

sin
g 

fu
rn

itu
re

 
e
tc

. 
W

he
n 

th
e 

go
ve

rn
m

en
t s

pe
nd

s 
C

C
Y

 a
nd

 d
oe

s 
no

t 
g

et
 a

n
y

 co
mm

od
ity

 o
f 

se
rv

ic
e 

in
 r

e
tu

rn
, 

th
e 

ex
pe

nd
itu

re
 is

 kn
ow

n 
as

 
t
s
 i.c

.,
 r

el
ic

t 
to

 th
e 

po
or

. In
 
th

is 
ca

se
, 

a 
pu

rc
ha

se
 p

ric
e 

in
cl

ud
es

 t
h

e
 e

le
n

en
ts

 o
f 

gr
an

t 
g 

nt
bl

ic
 au

th
or

ity
 is

 bu
yi

ng
 at

 h
ig

he
r 

th
e 

pr
ic

e 
th

an
 p

re
va

ili
ng

 in
 t

he
 m

ar
ke

t. 
S

im
il

a 
v

e
rn

m
e
n

t s
el

ls
 a

 
pa

rti
cu

la
r 

se
rv

ic
e 

o
r 

pr
od

uc
t a

t 
a 

pr
ic

e 
le

ss
 t

ha
n 

it
s 

co
st

, 
it

 b
e
c
m

e
s
 

erest
 od 

in
 t

he
pub

lik 

g
ra

n
ts

 t
o

 
th

e
 
b

u
y

e
rs

. 

M
or

eo
ve

r, 
ac

co
rd

in
g 

to
 Pr

of
. D

alt
on

, i
nt

er
es

ts
 o

n
 p

ub
lic

 d
eb

t 
an

d 
pe

ns
io

ns
 a

r
e
 gr

an
ts 

c 
ln

ak
ed

 a
t 

fr
om

 t
h

e
 po

in
t o

f 
vi

ew
 o

f 
th

e 
pa

st
. 

In
 t

h
e
 s

a
m

e
 m

an
n

er
,.

 p
en

sio
ns

 a
re

 de
fe

rre
d 

aV
TD

en
t 

fo
r 

th
e
 s

e
rv

ic
e
s 

re
nd

er
ed

 in
 
the

 p
as

t. 
B

u
t 

Pr
of

. 
D

al
to

n 
co

ns
id

er
s 

it
 g

ra
nt

s 
th

ou
gh

 
w

o
u

ld
 b

e
 

m
o

r
e

ac
cu

ra
te

 t
o

 
r
e
a
t

th
em

as
 p

ur
ch

as
e 

pr
ic

e.
 D

al
to

n 
al

so
di

sti
ng

ui
sh

es
 

ot
w

ee
n 

d
ir

ec
t 

a
n

d
 

in
d

ir
e
c
t 

gr
an

ts.
 A

cc
or

di
ng

 t
o

 
hi

m
, 

di
re

ct
 g

ra
nt

s 
a
r
e
 
th

o
se

 t
h

e
 w

h
o

le
 

on
ef

it 
o

f 
w

h
ic

h
 a

c
c
ru

e
s 

to
 t

h
e
 
pe

rs
on

s 
to

 
w

ho
m

 t
he

 g
ra

nt
s 

a
r
e
 
m

a
d

e
 (

ol
d 

ag
e 

pe
nm

sio
n)

 
ah

ile
 i

nd
ir

ec
t 

gr
an

ts
 a

r
e
 

th
n

o
se

 
w

n
e
re

 
th

e
 
w

ho
le

 o
r
 
pa

rt
 o

f 
it

s 
be

ne
fi

t 
is

 p
as

se
d 

o
n

 
to

 t
h

e
 

n 

educ
ation

, 
as

 
rega

rded
 

a
s
 o

p
ti

o
n

al
 m

ay
 no

w 
b

e
 o

b
li

g
at

o
ry

 a
n

d
 n

e
c
e
s
s
a
r
y

 f
o

r 
th

e
 s

t
a
t
e
.
 E

v
e
n

 t
h

e
n

, 
o

n
e.

 

a 
li

n
e
 b

e
tw

e
e
n

 o
b

li
g

at
o

ry
 a

n
d

 o
p

ti
o

n
al

 e
x

p
e
n

d
it

u
r
e
 

T
h

is
 c

la
s
s
iñ

c
a
ti

o
n

 i
s 

n
o

t 
fr

ee
 f

ro
m

 l
im

it
a
ti

o
n

s
 
T

h
u

s,
 i

t 
is

 n
e
it

h
e
r 

sc
ie

nt
if

 

se
rv

e
 a

n
y

 p
ra

c
ti

c
a
l 

p
u

p
o

s
e
. 

5 
C

la
s
s
if

ic
a
ti

o
n

 o
n

 
th

e
 b

a
s
is

 o
f 

Im
p

o
rt

a
n

c
e
 (

F.
 

S
hi

rr
as

).
 T

h
is

 c
la

ss
if

ic
a 

m
a
d

e
by

 P
ro

f.
 F

in
dl

ay
 S

h
iv

ra
s 

w
h

o
d

iv
id

e
d

 t
h

e
pu

bl
ic

 e
x

p
e
n

d
it

u
re

 i
n

to
: 

(a
) 

Pr
im

ar
y 

Ex
pe

nd
itu

re
; a

n
d

 

(b
) S

ec
on

da
ry

 E
xp

en
di

tu
re

. 
It

 i
s 

a 
si

m
pl

e 
cl

as
si

fi
ca

ti
on

 b
as

ed
 o

n
 t

h
e

d
u

ie
s 

o
f 

th
e

st
a
te

. 
In

 t
h

e
w

o
rd

s 
o

f 
Pm

f

Sh
irr

as
, "

Pr
im

ar
y e

xp
en

di
ur

e i
nc

hu
de

s a
ll 

ex
pe

nd
itu

re
s 

of
 g

ov
er

nm
en

t,
 

w
o

rt
h

y
 o

f t
he

 n
an

e 
of

 go
ve

rn
m

en
ts

, a
re

 o
bl

ig
ed

 a
bo

ve
 e

ve
ry

th
in

g 
el

se
 to

 u
n

d
er

ta
k

e v
iz

.,
 d

ef
en

ce
, 

la
w

 a
nd

 o
rd

 
an

d 
th

e 
pa

ym
en

t o
f d

eb
ts

. 
T

hi
s 

ex
p

en
d

it
u

re
 i

s 
n

p
e
ra

ti
v

e
 f

o
r 

th
e
 e

x
is

te
n

c
e
 o

f 
a
n

y
 s

ta
te

 a
 

it
 in

vo
lv

es
 i

m
po

rt
an

t f
um

ct
io

ns
 o

f t
h

e 
st

at
e.

 A
ll 

o
th

e
r 

e
x

p
e
n

d
it

u
re

a
ft

e
r 

a
c
h

ie
v

in
g

 t
hi

s 
le

vd
 

wo
uld

 b
e s

ec
on

da
ry

. B
u

t 
in

 m
o

d
er

n
 t

im
es

, 
th

er
e 

a
r
e
 
s
o

m
e
 
ot

he
r 

fu
n

ct
io

n
s 

w
hi

ch
 a

 

eq
ua

ly in
m

po
rta

nt
 su

ch
 a

s
 ep

en
dit

ur
e i

nc
ur

re
d 

o
n

 pr
ov

id
in

g 
ed

uc
at

io
n 

an
d 

h
ea

lt
h

 fa
ci

li
es

 
T

h
e 

go
ve

rn
m

en
t w

or
th

y 
of

 th
at

 n
am

e 
ca

nn
ot

 n
eg

le
ct

 t
h

e
 d

u
ty

 o
f 

ed
u

ca
ti

n
g

 t
he

 p
eo

pl
e 

Th
er

ef
or

e,
 p

rim
ar

y 
an

d 
se

co
nd

ar
y 

ar
e 

th
e 

re
la

tiv
e 

te
rm

s 
an

d
 w

at
er

-t
ig

h
t 

cl
as

si
fi

ca
ti

on
is 

no
t 

po
ss

ib
le

 b
et

w
ee

n 
th

e 
bo

th
. 

o
th

e
r
 p

e
r
s
o

n
s
. 

T
h

e 
cla

ss
ifi

ca
tio

n 
aP

pe
ar

s 
to

 be
 so

un
d 

log
ica

lly
. T

h
e 

di
st

in
ct

io
n 

is
 c

le
ar

 en
ou

gh
 th

ou
gh

h 
it

 m
a
y

 n
o

t 
al

w
ay

s 
b

e
 p

os
sib

le
 to

 de
te

rm
in

e 
h

o
w

 m
u

c
h

 p
ar

t 
o

f 
a
n

y
 g

iv
en

 p
ub

ic
 e

xp
en

di
ur

e 
ie 

in
 t

he
 n

at
u

re
 o

f 
gr

an
t 

a
n

d
 h

ow
 m

u
c
h

 p
ar

t 
is

 i
n

 t
h

e
 n

a
tu

re
 o

f 
pu

rc
ha

se
 p

ri
ce

 I
n

 f
ac

t, 
th

e
 

d
is

ti
n

c
ti

o
n

 b
e
tw

e
e
n

 g
r
a
n

ts
 a

n
d

 p
u

r
c
h

a
s
e
 p

o
w

e
r 

is
 t

h
in

 a
n

d
 s

o
m

e
ti

m
e
s
 i

t 
is

 e
v

e
n

 v
a
g

u
e
. 

A
s 

a 
re

su
lt

, i
t 

c
a
n

n
o

t 
b

e
 c

al
le

d
 a

s 
a 

so
u

n
d

 a
n

d
 p

er
fe

ct
 c

da
ss

if
ic

at
io

n 
of

 p
ub

li
c 

ex
pe

nd
it

ur
e.

 B
ut

 
st

il
l 

th
is

 c
la

ss
if

ic
at

io
n

 i
s 

co
n

si
d

er
ed

 a
s 

th
e 

m
o

st
 s

at
is

fa
ct

or
y 

an
d

 i
n 

o
rd

er
. 

7.
 R

o
sh

er
's

 C
la

ss
if

ic
at

io
n.

 R
os

he
r 

cl
as

si
fi

ed
 p

ub
lic

 e
pe

nd
it

ur
e 

in
to

 (
) 

ne
ce

ss
ar

y.
(i

) 
us

ef
ul

, a
n

d
 (

 ii
n 

su
pe

rt
iu

ou
s.

 N
ec

es
sa

ry
 e

xp
en

di
tu

re
 is

 th
ar

 w
hi

ch
 th

e 
st

at
e 

ha
s 

to
 in

cu
r a

nd
 

w
h

ic
h

 c
a
n

n
o

t 
b

e
 p

o
st

p
o

n
e
d

. U
se

fu
l 

ex
p

en
d

it
u

re
 i

s 
th

at
 w

h
ic

h
 i

s 
de

si
ra

bl
e 

b
u

t 
ca

n
 b

e
 

po
stp

on
ed

. S
up

er
il

ou
s 

ex
pe

nd
it

ur
e 

is
 t

h
a
t 

w
h

ic
h

 t
h

e 
s
ta

te
 m

ay
 o

r
 m

ay
 n

o
t 

in
c
u

r.
 

T
h

is
 d

iv
is

io
n

 o
f 

ex
p

en
d

it
u

re
 i

n
to

 t
h

es
e 

ge
ne

ra
l 

ca
te

go
ri

es
 d

o
es

 n
o

t 
re

ai
ly

 s
oB

ve
 t

h
e 

fu
n

d
am

en
ta

l 
p

ro
b

le
m

 o
f 

p
u

b
li

c 
ex

p
en

d
it

u
re

. 
T

h
e
 m

e
ri

ts
 a

n
d

 d
e
m

e
ri

ts
o

f 
th

is
 p

u
b

li
c 

ex
p
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fo

rm
 a

n
 
ec

on
om

ic
- 

(b
) 

V
ar

ia
bl

e
ex

p
en

d
it

u
re

. 

"C
o

n
st

an
t 

ex
pe

nd
itu

re
 i

s 
th

a
t 

th
e
 

am
ou

nt
 o

f 
wh

ich
 d

o
e
s
 

n
o

t 
de

pe
nd

 u
po

n 
th

el
 

e
x

te
n

t 
o

f 
th

e
 u

s
e
 
by

 t
h

e 
pe

op
le

 i
n

 w
h

o
se

 i
nt

er
es

t 
it 

is
 i

nc
ur

re
d,

 m
ak

e 
o

f 
th

e 
ser

vic
es 

th
a
t 

th
e
 

fi
na

nc
ed

 
by

 it
 

Me
hta

 
F

or
 ex

am
ple

, d
ef

en
ce

 e
xp

en
di

tu
re

 a
s
 t

he
se

 ex
pe

nd
itu

res
 a

re
 i

nc
ur

re
d 

irr
es

pe
cti

ve
 of 

th
e 

nu
m

be
r 

o
f 

pe
op

le
 u

sin
g 

th
e 

se
rv

ic
es

. 
In

 o
th

er
 w

or
ds

, 
pe

op
le 

h
av

e 
n

o
 
in

flu
en

ce
 u

po
n 

th
e 

am
o

u
n

t 
th

at
 t

he
 go

ve
rn

m
en

t d
ec

id
es

 t
o

 s
pe

nd
. A

ga
in 

fu
nc

ti
on

al
 c

la
ss

if
ic

at
io

n.
 

T
hi

s 
cl

as
si

fi
ca

tio
n 

pr
ov

id
es

 u
se

fu
l 

in
fo

m
at

io
n

 o
n

 p
ur

po
se

s 
se

rv
ed

 b
y 

th
e 

go
ve

rn
m

en
tal

 
ex

pe
nd

itu
re

 i
re

sp
ec

ti
ve

 o
f 
th

e
 o

rg
an

isa
tio

n 
m

ak
in

g 
th

at
 ex

pe
nd

itu
re

. I
t 

is
 d

on
e 

by
 g

ro
up

in
g 

pr
og

ra
m

m
es

 a
n

d
ac

ti
vi

ti
es

 o
f 

th
e

or
ga

ni
sa

tio
ns

 a
cc

or
di

ng
 to

 t
h

e
se

rv
ic

es
 p

ro
vi

de
d.

 
1

2
.

P
la

n
a
n

d
N

on
P

la
n

Ex
pe

nd
itu

re
. T

he
G

o
v

t
o

f 
In

di
a 

Ex
pe

nd
in

ur
e 

is
 a

ls
o

cl
as

sif
ñi

ed
 

as
 p

la
n 

an
d

 N
on

 P
la

n 
ex

pe
nd

in
ur

e. 
Pl

an
 E

xp
en

di
tu

re
 c

om
pr

ise
s c

ur
re

nt
 d

ev
el

op
m

en
t a

nd
 

inv
es

tm
en

t o
utl

ay
s w

hi
le 

no
n 

pl
an

 ex
pe

nd
itu

re
 is

 th
e 

o
n

e
 w

hi
ch

 th
e 

go
ve

rn
m

en
t is

 c
o

m
m

it
te

a 
or

 o
bl

ig
ed

 t
o

 d
o

. 
It

 in
cl

u
d

es
 b

o
th

 d
ev

el
op

m
en

t a
n

d
 N

on
 d

ev
el

op
m

en
t. 

Pa
rt

 o
f t

hi
s 

ex
pe

nd
it

ur
e

s 
o

b
ig

a
to

ry
li

k
e 

D
e
fe

n
c
e
, 

P
o

li
ce

 a
n

d
 i

n
te

re
st

 p
ay

m
en

t.
 E

xp
en

di
nu

re
 o

n
 m

ai
n

te
n

an
ce

 o
f a

ss
et

s 
o

f 
th

e
 p

re
v

io
u

s 
p

la
n

 i
s 

c
a
ll

e
d

 n
o

n
 p

la
n

 e
x

p
en

d
it

u
re

 i
n

 c
u

rr
en

t 
p

la
n

. 
E

x
p

en
d

it
u

re
 o

f 
al

l 
co

nt
in

ui
ng

 se
rv

ic
es

 in
 a

 p
la

n
 p

er
io

d 
w

h
en

 sh
if

te
d 

to
 n

ex
t p

la
n 

is
 a

dd
ed

 to
 n

on
 p

la
n 

ex
pe

nd
it

ur
e 

T
o 

s
u

m
 u

p
 d

is
cu

ss
io

n,
 r

e
v

e
n

u
e
 e

xp
en

di
tu

re
 a

nd
 c

ap
ita

l e
xp

en
di

tu
re

 c
a
n

 b
e 

cl
as

sif
ie

d 
on

 n
e 

b
a
si

s 
o

f h
ea

d
s 

o
f t

h
e 

bu
dg

et
. T

hi
s 

cl
as

si
fi

ca
ti

o
n

is
 a

ls
o

 p
op

ul
ar

ly
 k

no
w

n 
as

 fu
nc

tio
na

l 
S

S
in

ca
ti

on
. A

ct
ua

lly
 f

un
ct

io
na

l 
cl

as
si

fi
ca

ti
on

is
 n

ot
hi

ng
 b

ut
a 

de
sc

ri
pt

io
n 

o
f 

r
e
v

e
n

u
e
 a

n
d

 

C
ap

it
al

 d
is

b
u

rs
em

en
t 

o
f 

v
a
ri

o
u

s 
h

ea
d

s 
of

 e
xp

en
di

tu
re

 i
n

 a
 

d
et

ai
le

d
 m

a
n

n
e
r.

 

V
ar

ia
bl

e 
ex

pe
nd

itu
re

 i
s 

th
at

 w
hi

ch
 

in
cr

ea
se

s 
wi

th 
ev

er
y 

in
cr

ea
se

 
in

 
th

e 
u

s
e
 

of 
pu

bl
ic

 s
er

v
ic

es
 

by
 t

h
e 

pe
op

le
 f

or
 w

m
os

e 
be

ne
fi

t 
it

 
is

 
in

cu
rr

ed
."

 
J.

K
. 

M
eh

ta
 

Po
st

al
 s

er
vi

ce
 i

s 
th

e 
er

am
pl

e 
o

f 
su

ch
 ex

pe
nd

itu
res

. 
T

he
 b

as
is

 o
f 

Pr
of

. 
J.K

 M
eh

ta
's 

cla
ss

iñ
ica

tio
n 

is 
th

at
 e

ith
er

 t
he

 ex
pe

nd
itu

re 
po

in
ts 

fo
r 

gr
ou

ps
 o

r 
fo

r 
in

di
vi

du
al

s. 
P

ub
li

c 
ex

pe
nd

iti
re

 is
 e

ith
er

 o
f t

he
 fi

rs
t t

yp
e 

w
hi

ch
 c

a
n

 b
e 

co
nt

ro
lle

d 
by

 t
he

 p
ub

lic
 o

r 
of

 t
h

at
 c

an
n

o
t 

b
e
 co

ntr
oll

ed
 by

 th
em

. 
Pr

of
. M

eh
ta

 h
im

se
lf 

rec
og

nis
ed

 th
at

 
ev

er
y 

it
em

 o
f 

pu
bl

ic 
ex

pe
nd

itu
re

 c
an

no
t b

e 
pl

ac
ed

 w
ho

lly
 u

nd
er

 o
n

e
 c

la
ss

 o
r 

an
ot

he
r. 

S0
 a

 
cl

ea
r 

c
u

t 
di

st
in

ct
io

n 
ca

n
n

o
t 

be
 io

un
d i

n 
pra

ctc
e. 

In
 P

ro
f. 

M
eh

ta'
s 

cla
ssi

fic
ati

on
, t

he
 b

as
is

 o
f 

cla
ss

ifi
ca

tio
n 

is
 c

o
st

 a
n

d
 n

o
t 

be
ne

fi
t 

h
k

e 
ot

he
r 

cla
ssi

fic
ati

on
m

od
es

, 
T

h
e 

su
pe

rio
rit

y 
o

f 
th

is
 cla

ssi
fic

ati
on

is 
th

at
 th

e 
pu

bl
ic 

e 
o

f 
th

e 
go

ve
rn

m
en

t 
is 

co
st

, 
a
s
 i

n
 t

h
e 

ca
se

 o
r 

pu
pic

 re
ve

nu
e, 

it 
is 

in
co

m
e. 

Li
ke

 a
ll 

co
st

 

It
ur

e 
fr

o
m

 p
o

in
t 

o
f 

vi
ew

 it 
m

u
st

 l
en

d 
its

el
f 

to
 

th
e 

di
vi

si
on

 be
tw

ee
n 

pr
im

ary
 a

nd
 s

un
n 

re
m

em
be

re
d 

th
at

 o
u

r
 c

o
n

st
an

t e
xp

en
di

tu
re

 is
 th

e 
sa

me
 as

 
ne

nt
ar

y 
co

st
s.

 
It

 m
u

st
 b

e 
ex

pe
nd

itu
re

 is
 s

im
ni

la
r 

to
 p

rim
e 

c
o

st
s.

 S
o

 t
hi

s 
cla

ssi
fic

ati
on

PE
ne

nta
ry 

co
st

s 
an

d 
va

ria
bl

e 
tim

e,
 s

o
m

e
 
ec

on
om

is
ts

 c
ri

tic
is

e 
by

 sa
yin

g 
it

 de
fec

tiv
e 

as
 it 

ass
um

es 
sta

cto
ry

. 
th

at 
B

u
t 

st
at

e a
t ca

n 
th

e 
sa

m
e 

R
EV

IE
W

 Q
U

ES
TI

O
N

S 
un

pr
od

uc
ti

ve
 e

xp
en

di
tu

re
s 

al
so

. 
10

. 
E

co
n

o
m

ic
 C

la
ss

if
ic

at
io

n.
 A

ft
er

 s
ec

on
d 

w
or

ld
 w

a
r
 

h
as

 b
ee

n
 ad

op
te

d 
in

 a
d

v
an

ce
d

 c
ou

nr
es

 a
s
 w

el
l 

a
s
 de

ve
lo

ni
 

th
e 

bu
dg

et
ar

y 
tr

an
sa

ct
io

ns
 o

f 
th

e 
go

ve
m

m
en

t w
hi

ch
 m

a 
Co

un
tri

es
 

u 

C
ri

ti
ca

ll
y 

e
x

a
m

in
e
 

th
e 

v
ar

io
u

s 
cl

as
si

fi
ca

ti
o

n
s 

of
 P

ub
lic

 E
xp

en
di

tu
re

. 

W
hl

ch
 o

f 
th

e 
cl

as
si

fi
ca

ti
o

n
 

d
o

 
y

o
u

 
pr

ef
er

 ?
 

G
iv

e 
arg

um
en

ts 

y 
d

is
cu

ss
 

th
e 

d
if

fe
re

n
t 

c
la

s
s
if

ic
a
ti

o
n

s
 

o
f 

P
u

b
li

c 
E

x
p

en
d

it
u

re
. 

W
h

ic
h

 
of

 
th

e
 

sS
if

ic
at

io
n 

is
 

m
o

st
 

su
it

ab
le

 
to

 
de

ve
lo

pi
ng

 
c
o

u
n

th
e
s
 

y 
th

e
 

cl
as

si
fi

ca
ti

o
n

o
f 

P
u

b
li

c 
Ex

pe
nd

itu
re

 c
on

sid
er

ed
 d

es
ira

bl
e 7

 

the
 tech

niq
ue 

of
 so

cia
 

so
ci

al
 a

cc
ou

nt
in

g 

fis
ca

l 
ac

ti
v

it
ie

s 
o

f t
h

e
 st

at
e.

 T
h

u
s,

 U
n

ít
ed

 N
at

io
n

s 
pr

ep
ar

ed
'A

 M
 an

ua
l 

for
 

us
ef

ul
 

E
co

no
m

ic
 o
rd

er
 

an
d

 F
u

n
c
io

 
to

 c
la

ss
il

y 
3

. 
A

.C
. P

ig
ou

, 
'A

 S
tu

dy
 in

 P
ub

lic
 F

in
an

ce
.' 

4.
 

J.
K

. 
M

eh
ta

, '
Pu

bl
ic

 F
in

an
ce

' 



ONO
MIC

s 
th

es
e 

aim
s, 

Pint
 

ure
d 

cco
no

my
 

a
n

d
 i

n
c
r
e
a
s
i
n

g
 

c
a
p

i
t
a
l
 f
o

r
m

a
t
i
o

n
 
fo

r f
u

r
t
h

e
r
 

a
u

g
m

e
n

t
i
n

g
.
 

T
o

 
a
c
h

i
n

 

M
u

s
g

r
a
v

e
 h

a
s
 a

s
s
i
g

n
e
d

 d
i
f
f
e
r
e
n

t
 

f
u

n
c
t
o

n
s
 

t
o

 p
u

b
l
i
c
 

e
x

p
e
n

d
i
t
u

r
e
 
in

 
a 

T
h

e
y

 a
r
e
 

(a
) 

t
o

 s
e
c
u

r
e
 
a 

r
e
-
a
l
l
u

c
a
t
i
o

n
 

o
f
 r
e
s
o

u
r
c
e
s
 

a
n

d
 
t
o

 
c
h

e
c
k

 

i
m

p
e
r
f
e
c
t
i
e
 

e
c
o

n
o

m
y

.
 

T
H

E
O

R
Y

 O
F

 P
U

B
L

I
C

 
E

X
P

E
N

D
I
T

U
R

E
 

P
lg

o
u

 s
ta

le
s
 
th

e
 
c
o

n
d

it
io

n
s
 
w

h
e
n

 G
o

v
t.

 
e
x

p
e
n

d
it

u
re

 c
o

u
ld

 
b

e
 l

ar
g

ec
 a

s
 
u

n
d

e
r
:
 

1.
 

T
h

e
 g

re
at

er
 is

 th
e 

a
g

g
re

g
a
te

 in
co

m
e 

o
f 

th
e
 c

o
m

m
u

n
it

y
, 

th
e
 l

ar
g

er
 w

il
l 

b
e
 t

h
e
 o

p
ti

m
u

m
 

a
m

o
u

n
t 

o
f
 t

h
e
 
G

o
v

t.
 
e
x

p
e
n

d
it

u
re

. 

S
1

2
-
 

p
er

fe
ct

io
n

s 
in

 t
he

e 
nar

ke 
2

. 
S

u
p

p
o

s
e
 n

c
w

 
o

p
p

o
rt

u
n

it
ie

s
 f

o
r 

ex
p

en
d

it
u

re
 b

y 
G

o
v

t.
 
a
r
e
 
o

p
en

ed
 u

p
 b

u
t 

th
e
re

 i
s 

n
o

 

c
o

rr
e
s
p

o
n

d
in

g
op

po
rt

un
it

le
s

fo
r 

p
ri

v
at

e 
e
x

p
e
n

d
it

u
re

. 
In

 t
h

is
 c

a
s
e
 t

h
e
 b

a
la

n
c
e
 b

e
tw

e
e
n

 

m
ar

gi
na

l 
b

e
n

e
fi

t 
o

f 
ex

p
en

d
it

u
re

 a
n

d
 
m

ar
g

in
al

 d
is

ut
ili

ty
 o

f 
r
e
v

e
n

u
e
 
w

il
l 

b
e
 s

tr
u

c
k

 a
t 

a 
h

ig
h

er
 p

o
in

t.
 

3
. 

G
iv

e
n

 a
g

g
re

g
at

e 
in

co
m

e 
a
n

d
 p

op
ul

at
io

n 
g

re
a
te

r 
th

e
 c

o
n

c
e
n

tr
a
ti

o
n

 o
f 

in
c
o

m
e
 i

n
 t

h
e
 

h
a
n

d
s 

o
f
a
 f

e
w

 
ri

c
h

 
p

e
rs

o
n

s
, 

th
e
 
h

ig
h

er
 t

h
e
 o

p
ti

m
u

m
 l

ev
el

 o
f 

pu
bl

ic
 e

x
p

en
d

it
u

re
. 

It
 i

s 
fo

r 
th

e
 s

im
p

le
 r

e
a
s
o

n
 
th

a
t 

th
e
 t

a
x

 s
c
h

e
m

e
 c

a
n

 
b

e
 f

ra
m

e
d

 a
s
 t

o
 r

a
is

e
 a

 
g

iv
en

 r
e
v

e
n

u
e
 

re
-a

ll
o

ca
ti

o
n

 o
f 

re
so

u
rc

es
 

e
c
o

n
o

m
ic

 s
ta

b
il

it
y

 

in
ity

. 
(b

) 
to

 m
a
k

e
 m

e
a
s
u

r
e
s
 

t
o

 r
e
d

u
c
e
 

ü
n

e
q

u
a
l
i
t
i
e
s
 

a
n

d
 
f
o

r
 r

e
-
a
l
l
o

c
a
t
i
o

o
n

 

(
)
t
o

 a
v

o
i
d

 b
u

s
i
n

e
s
s
 

f
u

c
t
u

a
t
i
o

n
s
 

a
n

d
 t

o
 m

a
i
n

t
a
i
n

 
e
c
 

(d
) 

to
 m

a
i
n

t
a
i
n

 

c
o

m
m

e
r
c
i
a
l
 

a
c
t
i
v

b
e
s
 

f
o

r
 t

h
e
 
b

e
n

e
f
i
t
 

o
f
 t

h
e
 c

o
m

m
u

n
i
 

In
 a

n
c
i
e
n

t
 
ti

m
e
s
, 

d
a
s
s
i
c
a
l
 t

h
e
o

ri
s
t 
d

i
d

 n
o

t 
p

a
y

 m
u

c
h

 
a
t
t
e
n

t
i
o

n
 
t
o

 
fr

 

r
e
g

a
r
d

in
g

 t
h

e
 i
n

c
r
e
a
s
e
 o

f p
u

b
li

c 
e
x

p
e
n

d
i
t
u

r
e
.
 
T

h
e
y

 s
i
m

p
l
y

 r
e
g

a
r
d

e
d

 
it

 a
s
 
a 

i
n

s
t
i
t
u

t
i
o

n
 
w

h
ic

h
 o

n
ly

 c
o

n
c
e
r
n

e
d

 w
it

h
 p

e
r
t
o

r
m

i
n

g
 c

e
rt

a
in

 p
r
o

t
e
c
t
i
v

e
 f

u
n

c
ti

o
n

 
s
t
r
a
t
i
 

h
a
v

e
 t

o
 d

o
 v

e
r
y

 li
tt

le
 w

it
h

 t
h

e
 p

r
o

v
is

io
n

 o
f
 p

u
b

li
c
 s

e
r
v

i
c
e
s
, 

b
u

t
 .

 

g
o

v
e
r
n

m
e
t
 h

a
s

ch
an

g
ed

 a
to

g
e
th

e
r
. 

T
h

e
m

o
d

e
rn

 s
t
a
t
e
 
is

 t
e
r
m

e
d

 
a
s
 
w

e
l
f
a
r
e
 c

t
a
.n

c
e
p

t
 o

f 

th
e
 G

o
v

t
e
r
m

m
e
n

t
 h

a
s
 e

n
o

r
m

o
u

s
 f

u
n

c
t
i
o

n
s
 t

o
 p

e
rf

o
rm

. 
F

o
r
 t

h
e
 f

ir
s
t 

ti
m

e
, 
A

d
o

ln
h

 
wh

ich
 

fi
sc

al
 t

h
e
o

r
is

t 
p

ro
p

o
u

n
d

e
d

 a
n

 e
m

p
ir

n
c
a
l 
th

e
o

ry
 t
o

 e
i
e
c
t
 t
h

a
t
 G

o
v

t
. 
n

e
q

u
it

a
b

ly
 gr

ow
e i

 

T
h

e
re

io
re

, t
h

e
 v

a
r
io

u
s
 th

e
o

ri
e
s 
re

g
a
rd

in
g

 in
c
re

a
s
in

g
 p

u
b

li
c
 e

x
p

e
n

d
i
t
u

r
e
 c

a
n

 b
e
 cl

as
e 

in
to

 tw
o 

p
ar

ts
 a

s
 

a 
P

u
re

 t
h

e
o

ri
e
s 

o
f p

ub
lic

 e
x

p
e
n

d
it

u
re

 (
b)

 G
e
n

e
ra

l 
th

e
o

r
ie

s
 
o

f
 p

u
b

li
c
 e

x
p

e
n

d
it

u
e
 

T
H

E
O

R
I
E

S
 

O
F

 P
U

B
L

I
C

 

E
X

P
E

N
D

I
T

U
R

E
 

theo
ry 

ad
m

in
is 

n
s.

 T
h

e 
sta

te
s 

w
it

h
 l

o
w

e
r
 m

a
rg

in
a
l 

s
a
c
r
if

ic
e
. 

2
.
 
B

E
N

E
F

I
T

 
P

R
I
N

C
I
P

L
E

 

in
 2

0
th

 c
e
n

tu
ry

 
T

h
e
 o

pt
im

al
 d

e
te

r
m

in
a
ti

o
n

 o
f 

p
u

b
li

c 
ex

p
en

d
it

u
re

 o
n

 
th

e
 b

a
si

s 
o

f 
b

e
n

e
f
it

 p
ri

n
ci

p
le

 f
in

d
s 

it
s
 c

le
a
r 
s
ta

te
m

e
n

t 
in

 t
h

e
 v

o
lu

n
ta

ry
 e

x
ch

an
g

e 
th

eo
ry

 o
f
 E

ri
k

 L
in

d
a
h

l.
 I

t 
w

a
s
 
f
u

r
th

e
r
 d

ev
el

o
p

ed
 

an
d

 r
e
fi

n
e
d

 
by

 J
o

h
a
n

s
e
n

 a
n

d
 B

o
w

e
n

. 
T

h
e
 m

o
s
t
 
r
e
c
e
n

t
 
an

al
y

si
s 

b
a
s
e
d

 
o

n
 
th

is
 p

ri
n

ci
p

le
 i

s 

p
re

se
n

te
d

 b
y 

S
a
m

u
e
l
s
o

n
 
a
n

d
 M

u
sg

ra
v

e.
 

ag
n as
sif

ed
 

V
o

lu
n

ta
r
y

 
E

x
c
h

a
n

g
e
 T

h
e
o

ry
 o

f
 L

i
n

d
a
h

l
 

M
ic

r
o

e
c
o

n
o

m
ic

 th
eo

ry
 a

n
al

y
se

s 
th

a
t 

p
ri

ce
 m

e
c
h

a
n

is
m

 u
n

d
e
r
 c

e
r
ta

in
 c

o
n

d
it

io
n

s
 l

e
a
d

 t
o

 

th
e
 r

e
a
li

s
a
ti

o
n

 o
f 
P

a
r
e
to

 o
p

ti
m

al
it

y
. 

S
u

c
h

 a
 

p
ri

ce
 m

e
c
h

a
n

is
n

 d
o

e
s
 n

o
t
 e

x
is

t 
fo

r 
th

e
 p

ro
v

is
io

n
 

o
f 

pu
bl

ic
 g

oo
ds

 a
n

d
 s

e
r
v

ic
e
s
 b

e
c
a
u

s
e
 t

he
y 

a
r
e
 jo

in
tl

y 
c
o

n
s
u

m
e
d

 T
h

e
re

fo
re

, 
th

ey
 c

a
n

n
o

t 
b

e
 

sp
li

t u
p

 a
n

d
 s

o
ld

 t
o

 i
n

d
iv

id
u

a
l 

g
ro

u
p

. 
M

o
r
e
o

v
e
r
, 

o
n

c
e
 t

h
e
s
e
 g

oo
ds

 a
n

d
 s

e
rv

ic
e
s
 a

r
e
 s

u
p

p
li

ed
, 

al
l 

m
e
m

b
e
rs

 o
f 

th
e
 s

o
ci

et
y

 c
o

n
s
u

m
e
 
th

em
, 

th
o

s
e
 w

h
o

 p
a
y

 f
o

r 
th

e
m

 a
s
 
w

e
ll

 a
s
 
th

o
s
e
 w

h
o

 

d
o

e
s 

n
o

t.
 
In

 s
pi

te
 o

f 
th

e
s
e
 d

if
+

c
u

li
e
s
 
a
tt

e
m

p
ts

 h
a
v

e
 
b

e
e
n

 m
a
d

e
 t

o
 
c
o

n
s
t
r
u

c
t
 a

 
th

eo
ry

 o
f 

pu
bl

ic
 e

x
p

e
n

d
it

u
re

 b
a
s
e
d

 o
n

 
pr

ic
e 

m
e
c
h

a
n

is
m

. 
T

h
e
 c

le
a
r 

c
u

t 
s
t
a
t
e
m

e
n

t
 
o

f 
th

is
 t

he
or

y 
w

a
s
 

p
ro

v
id

ed
 b

y 
L

in
d

h
a
l 

in
 1

9
1

9
. 

T
h

e
 r

e
le

v
a
n

t 
po

rt
io

n 
o

f 
th

e
 t

h
eo

ry
 i

s 
p

ri
n

te
d

 i
n

 E
n

g
is

h
 b

o
o

k
 

C
la

ss
ic

s 
in

 t
h

e
 T

he
or

y 
&

 P
u

b
li

c
 F

in
a
n

c
e
' 

e
d

it
e
d

 b
y 

R
A

. 
M

u
sg

ra
v

e 
a
n

d
 A

ll
a
n

 T
. 

P
e
a
c
o

c
k

 

A
. 

P
U

R
E

T
H

B
O

R
I
E

S
O

F
 P

U
B

L
IC

 
E

X
P

E
N

D
I
T

U
R

E
 

T
h

e
 p

u
re

 th
e
o

ri
e
s

re
ga

rd
in

g 
in

cr
ea

si
ng

 p
ub

li
c 

e
x

p
e
n

d
it

u
re

c
a
n

 
b

e
 f

u
rt

h
e
r

cl
as

si
fi

ed
 

in
to

 f
o

u
r 

p
ar

ts
 

(1
) 

P
ig

ou
's

 A
bi

li
ty

 t
o

 P
ay

 

3
) 

Sa
m

ue
ls

on
 T

he
or

y 

(2
) 

B
en

ef
it

 A
n

al
y

si
s 

(4
) J

oh
an

se
n 

T
h

eo
ry

 

1.
 P

IG
O

U
's

 A
B

IL
IT

Y
 T

o
 P

A
Y

 T
H

E
O

R
Y

 

Pr
ot 

Pig
ou

 g
av

e t
he

 m
os

t c
om

pr
eh

en
si

ve
 t

re
a
tm

e
n

t 
to

 
ab

ili
ty

 t
o

 
p

ay
 t

h
e
O

y
 

de
te

rm
in

at
io

n 
o

f 
op

tim
um

 le
ve

l 
of

 p
ub

lic
 e

xp
en

di
n1

re
. 

"
T

h
e
 
d

e
te

r
m

in
a
ti

o
n

 
o

f 
p

u
b

li
c 

e
x

p
e
n

d
it

u
re

 
in

 
c
o

n
n

e
c
t
i
o

n
 

w
it

h
 
th

e
 d

is
tr

ib
u

ti
o

n
 

of
 t

he
 c

o
rr

e
s
p

o
n

d
in

g
 

ta
x

 
b

u
r
d

e
n

 
a
m

o
n

g
 
th

e
 
g

r
o

u
p

s
 
w

it
h

in
 
th

e
 
c
o

m
m

u
n

it
y

. 
T

h
e
 

d
is

tr
ib

u
ti

o
n

 
ra

tl
o

 
fo

r 
th

is
 
b

u
rd

e
n

 w
ilN

 
th

e
n

 
p

la
y

 a 
ro

le
 s

in
il

a
r 

to
 
th

a
t 

o
f
 p

ri
ce

s 
in

 t
h

e
 

a
d

ju
s
tm

e
n

t 
b

e
tw

e
e
n

 
su

p
p

ly
 
a
n

d
 
d

e
m

a
n

d
 

in
 

a
n

y
 
o

r
d

n
a
r
, 

m
ar

te
t 

n
t th

e 

"C
oo

ds
 a

n
d

 s
er

vi
ce

s 
h

lc
h

 a
re

 
pro

vid
ed

d 
be

 s
ol

d 
fo

r 
fe

es
 s

o
 a

rra
ng

ed
 a

s
 

to
 c

o
v

er
 c

o
st

s 
am

ou
nt

 o
f 

re
so

u
rc

es
 i

c
h

 s
ho

ul
d 

be
 
de

vo
te

 
aub

om
ali

cal
y 

by
 p

ub
lil

c 
de

m
an

d.
 

B
ut

 f
ee

s 
ca

n 
ep

en
di

tu
re

 o
f 

go
ve

rm
me

nt 
su

ch
 a

s
 
de

fe
nc

e,
 c

iv
 

fra
ns

fer
 e

xp
en

dit
ur

e. 
So

, 
th

er
e 

s 
n

o
 
au

to
m

ati
c 

ap
en

di
re

 s
he

lb
e 

ca
rie

d;
 a

nd
 s

o
m

e
 
ot

he
r 

m
e 

m
e
n

t 
d

e
p

a
r
t
m

e
n

t
s
 
a
n

d
 ca

n 
o

n
p

o
s
e
 
n

o
 
p

r
o

b
le

m
. 
1h

e 
p

u
r
p

o
s
e
s
 i

s
 d

e
te

rm
in

e
o

 

h
e
r
 b

u
l
k

 
o

f
 n

o
n

-t
ra

n
s
e
 

a
n

d
 s

o
 f

or
th

 

L
in

d
a
h

i 

h 
th

is
 
th

eo
ry

, 
th

e
 r

e
v

e
n

u
e
-e

x
p

e
n

d
it

u
re

 p
r
o

c
e
s
s
, 

a
s
 

a 
p

h
e
n

o
m

e
n

o
n

 o
f
 e

c
o

n
o

m
ic

 v
a
h

ie
 

an
d 

p
ri

ce
, 

is
 a

rr
iv

e
d

 a
t 

in
 a

 
th

re
e
fo

ld
 d

e
c
is

io
n

. 
(
)
 B

e
fo

re
 d

et
er

m
in

in
g

 t
h

e
 r

e
la

ti
v

e
 d

is
tr

ib
u

ti
o

n
 

ot
 ta

x
 s

h
a
re

s
 b

e
tw

e
e
n

 v
a
ri

o
u

s
 t

a
x

p
a
y

e
rs

, 
a 

c
h

o
ic

e
 m

u
s
t
 
b

e
 m

a
d

e
 b

e
tw

e
e
n

 t
h

e
 s

a
ti

s
f
a
c
ti

o
n

 o
f 

al
te

rn
at

iv
e 

w
a
n

ts
 b

y 
pr

iv
at

e 
h

o
u

s
e
h

o
ld

s
. 

L
e
t 

u
s
 s

u
p

p
o

s
e
 a 

gi
ve

n 
s
u

m
 i

s 
to

 b
e
 r

a
is

e
d

 f
ro

m
 t

h
e
 

p
a
y

e
rs

 A
 a

n
d

 B
 j

oi
nt

ly
. 

N
o

w
 i

f 
B

 p
a
y

s 
a 

la
rg

er
 s

h
a
re

 o
f 

th
e
 t

o
ta

l 
ta

x
, 

A
's

 c
u

r
ta

il
m

e
n

t 
o

f 
h

is
 

OW
n 

p
ri

v
at

e 
ou

tl
ay

s 
w

il
l 

b
e
 s

m
a
ll

e
r 

(t
h

at
 i

s,
 A

 p
a
y

s 
le

ss
 t

a
x

) 
a
n

d
 v

ic
e
 v

e
r
s
a
 
(2

) 
A

 s
e
c
o

n
d

 c
h

o
ic

e
 

S 
n

o
w

 r
eq

u
ir

ed
. 

It
 i

s 
b

e
tw

e
e
n

 t
h

e
 s

a
ti

s
f
a
c
ti

o
n

 o
f 

a
lt

e
r
n

a
ti

v
e
 w

a
n

t
s
 i

n
 t

h
e
 p

ub
li

c 
s
e
c
to

r
. 

If
 m

o
r
e
 

S 
Sp

en
t o

n
 d

ef
en

ce
, 

le
ss

 c
a
n

 b
e
 s

p
e
n

t 
o

n
 e

d
u

c
a
r
o

n
 (

3)
 I

n
 o

rd
e
r 

to
 d

e
te

r
m

in
e
 t

h
e
 t

o
ta

l 
r
e
v

e
n

u
e
 

tO
 b

e c
ol

le
ct

ed
 a

n
d

 s
p

e
n

t,
 a

 
th

ir
d

 c
h

o
ic

e
 i

s 
to

 b
e
 m

a
d

e
 b

e
tw

e
e
n

 t
h

e
 s

a
ti

s
f
a
c
ti

o
n

 o
f 
pu

bl
ic

 w
a
n

ts
 

n
a
p

ri
v

a
te

 w
a
n

ts
. 
If

 pu
bl

ic
 e

x
p

en
d

it
u

re
s 

a
r
e
 l

o
w

er
, 

t
a
x

e
s
 w

il
l 

b
e
 r

eq
u

ir
ed

 in
 s

m
a
ll

e
r 

qu
an

ti
ty

 

an
a 

th
er

e 
w

ll
 b

e
 l

es
s 

c
u

rt
a
il

m
e
n

t 
a
f 

p
ri

v
at

e 
sp

en
d

in
g

. 
H

o
w

e
v

e
r
, 

th
is

 t
h

ir
d

 d
e
c
is

io
n

 c
a
n

n
o

t 
b

e
 

a
le

re
d

 w
it

h
o

u
t 

a 
kn

ow
le

dg
e 

o
f 

th
e
 r

e
la

iv
e
 d

is
r
ib

u
d

d
o

n
 o

f 
t
a
x

 s
h

a
re

s
 a

n
d

 t
h

e
 e

x
p

en
d

it
u

re
 

a
d

o
n

 c
o

rr
e
sp

o
n

d
in

g
to

 v
ar

yi
ng

 r
e
e
n

u
e
 e

x
p

en
d

it
u

re
 to

ta
ls

. 
T

h
e
 t

h
re

e
 d

e
c
is

io
n

s,
 t

h
er

ef
o

re
, 

a
e
 
m

ut
ua

ll
y 

in
te

rd
e
p

e
n

d
e
n

t 
a
n

d
 m

u
s
t 

b
e 

re
n

d
e
re

d
 
jo

in
tl

y.
 

st
ra

ti
on

 
n

o
r 

t
o

 d
et

er
m

in
e 

ho
w

 

o
b

e
 em

p 
o

y
e
d

."
 

He
fhu

rthe
r o

pin
ed

 th
at

 b
ul

k 
of 

cu
rre

nt 
tra

ns
fe

r 
ex

pe
rdi

tur
e-d

eb
t &

er
v 

ol
d 

ag
e p

ens
ion

s-is
 re

gu
lat

ed
 by

 p
rac

tic
all

y i
rev

oc
ab

le 
co

nt
ra

cts
. B

Ut
 

tra
ns

fe
r 

epe
nd

itu
re 

ar
e 

op
tio

na
l. 

Th
e 

op
tio

na
l p

ar
ts

 o
f 

pu
bli

e.o
jud

ay
 

non
-tra

nsi
er 

-ne
ed

 to
 b

e 
"re

gul
ate

d w
ith

 s
om

e 
ref

ere
nc

e i
h

e
 b

ur
or

 
fun

ds
 to

 fin
anc

e t
he

m
. A

nd
 h

e 
pro

pou
nds

 th
e 

pri
nci

ple
 b

al
an

 
at 

th
e 

Po
 

of
 ma

ngi
n. 

Th
e 

opt
imu

m 
am

ou
nt

 o
f G

ov
t 

ep
en

dit
ur 

th
e 

sat
isfa

ctio
n ob

tai
ne

d f
ro

m
 th

e 
la

st
 ru

pe
e 

sp
en

t i
s 

eq
ua

l to
 t

h
e 

t 

of
 th

e 
la

st 
ru

pe
e.

 

P
li

g
o

u
 

se
rv

ic
es

, a
s
 

e 
p

a
r
t
s
 

p
e
n

s
io

n
s
 

o
f
 n
o

n

P
e
e
 S 

t
u

r
e
 

r 

D
ur

de
na

ns
fe

ra
s
 w

e
l
l
 # 

e
m

i
n

e
d

 a
t
 t

h
e
 p

o
in

t a
 r

a
l
s
i
n

g
 

I
n

v
o

lv
e
d

 i
n

 n
c
e
p

 

se
d

 o
n

 
w

h
i
d

h
 

sa
ti

sf
ac

 
lo

s
t.

 
I
n

 r
e
s
p

e
 



PU
BL

IC
 E

CO
NO

M
CS

 

al
s 

all 
ov

er 
the

 wo
td 

in
to

 t
h

e
 d

e
s
ig

n
 c

o
m

p
le

x
 o

f p
u

b
li

c
 e

x
p

e
n

d
i
t
u

r
e
.
 H

e
n

c
e
, 
A

u
d

i
t
o

r
 
G

e
n

e
r
a
l
e
 

n
o

w
-
a
-
d

a
y

s
 c

o
n

d
u

c
t
 e

f
f
+

i
c
i
e
n

c
y

-
c
u

m
-
p

e
r
f
o

r
m

a
n

c
e
 r
e
v

i
e
w

s
 w

h
i
c
h

 t
a
k

e
 i
n

to
 : 

o
f e

c
o

n
o

m
y

, e
f
i
c
i
e
n

c
y

 a
n

d
 e

f
f
e
c
t
i
v

e
n

e
s
s
 
of

 e
x

p
e
n

d
i
t
u

r
e
. 
T

h
e
 a

b
s
e
n

c
e
 o

f
 e

a
u

n
t
 th

o 

in
 o

ur
 c

o
u

n
t
y

 i
s
 t

h
e
 m

ai
n 

r
e
a
s
o

n
 

b
e
h

i
n

d
 m

o
u

n
t
i
n

g
 ri

s
e
 i

n
 

p
u

b
li

c 
f
u

n
d

s
. 

C
u

ri
o

u
sl

y
, 

w
h

il
e
 t

h
e
 g

o
v

e
m

m
e
n

t 
au

d
it

 l
e
a
v

e
s
 
r
e
m

a
r
k

s
 
o

n
 
ro

d 
a 

à
v

o
id

a
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 b
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c
it

 bu
dg

et 
is

 d
es

ira
bl

e 
in

 t
im

es
 o

f 
de

pr
es

sio
n 

be
ca

us
e 

it
 w

il
l 

in
cr

ea
se

 t
h

e 
pu

rc
na

 
po

we
r 

of 
the

 p
eo

ple
 a

n
d

 w
ill

 i
nc

re
as

e 
th

e 
ef

fe
cti

ve
 a

gg
re

ga
te 

d
em

an
d

 a
nd

 u
 la

d 
eq

uil
ibr

ium
 be

tw
ee

n 
de

m
an

d 
an

d
 t

h
e 

c
u

rr
e
n

t 
ou

tp
ut

 B
ut

 th
e 

c
a
n

o
n

 o
f 

su
rp

iu
 

th
e 

im
po

rta
nc

e i
n 

pr
es

en
t 

tim
es

. 

6
. 

C
a
n

o
n

 o
f
 
P

ro
g

ra
m

m
e
s
. 

T
h

is
 c

a
n

o
n

 
re

q
u

ir
e
s 

th
a
t 

p
u

b
li

c
 e

p
e
n

d
h

ru
re

 s
h

o
u

id
 

b
e
 

pl
an

ne
d 

ac
co

rd
in

g 
to

 
sp

ec
if

ic
 p

ro
g

ra
m

m
e
s.

 
W

it
h

o
u

t 
c
le

a
r-

c
u

t 
p

p
g

ra
m

m
es

, 
pr

op
er

 a
nd

 
ra

uo
na

l 
u

s
e
 o

f 
pu

bl
ic

 f
u

n
d

s 
c
a
n

 
n

o
t 

b
e
 e

n
su

re
d

. 
S

in
c
e
 p

ub
ic

 e
x

p
ed

in
u

re
 i

s 
m

ad
e 

w
ith

 th
e 

D
ec

tv
e 

of
 a

ch
ie

vi
ng

 s
o

m
e
 s

c
h

e
m

e
s
 o

f 
p

u
b

ic
 w

el
fa

re
, 

sp
ec

iñ
c 

a
m

o
u

n
t
s
 
o

f 
fu

n
d

s 
sh

o
u

ld
 

D
u

o
c
a
te

d
 t

o
 p

re
-d

e
te

rm
in

e
d

 p
ro

g
ra

m
m

e
s 

o
f 

pu
bl

ic
 i

n
v

e
s
t
m

e
n

t
 
In

 
it

s
 a

b
se

n
c
e
, 

pr
io

ri
ty

 

p
a
tt

e
rn

 c
a
n

n
o

t 
b

e
 m

a
in

ta
in

e
d

 a
n

d
 

5
a
u

st
ie

d
 w

it
h

th
e

li
m

it
e
d

 r
e
s
o

u
r
c
e
s
 
a
v

a
il

a
b

le
 i

n
 p

la
ce

 o
f 

m
o

r
e

u
rg

en
t 

o
n

e
s

O
th

er
 can

on
s. 

Be
sid

es,
 th

e 
ab

ov
e 

no
te

d 
c
a
n

o
n

s 
of 

pu
bli

� 
ex

pe
nd

itu
res

, n
e
 

few
 ca

no
ns 

of 
pu

bli
c e

xp
en

dit
ure

 su
gg

est
ed

 b
y 

so
m

e
 o

th
er

 e
co

no
m

ist
s. 

T
n

ey
 

ela
sti

cit
y,

pro
duc

tivi
tya

nd
 eq

uit
ab

le
di

str
ib

ut
io

n.
Th

ese
 ca

non
s a

re
 de

tai
led

 b
el

ow
: 

1.
 

Ca
no

n 
of

 
Ela

stic
ity

. T
he

 c
an

on
 o

f 
ela

sti
cit

y 
me

an
s 

go
ve

rnm
en

t sh
ou

ld 
be 

fle
xib

le 
ie

. 
it

 sh
ou

ld
 b

e 
po

ssi
ble

 to
 ch

an
ige

 th
e 

siz
R 

n 
oe

nd
i 

m
a
y

 
s
o

 
h

ap
p

en
 t

h
a
t 

le
s
s
 
u

rg
e
n

t 
p

r
o

g
r
a
m

m
e
s
 
a
r
e
 

. 
C

an
on

 o
f 

P
e
r
f
o

r
m

a
n

c
e
.

T
h

is
 c

a
n

o
n

 
im

pl
ie

s 
th

e
 n

e
e
d

 o
f 

p
er

fo
rm

an
ce

 b
ud

ge
tin

g 

n
e
n

 p
u

b
li

c 
ex

p
en

d
it

u
re

 i
s 

in
a
d

e
 f

o
r 

th
e
 a

c
h

ie
v

e
m

e
n

t 
o

f a
 
p

ar
ti

cu
la

r 
pu

rp
os

e,
 it

 i
s
 e

s
s
e
n

d
a
l 

a 
re

vi
ew

 o
f 

re
su

lt
 i

s 
m

a
d

e
 a

t 
ti

m
e
s 

a
n

d
 f

ol
lo

w
-u

p 
m

e
a
s
u

r
e
s
 
pu

rs
ue

d 
w

he
n 

ne
ce

ss
ar

y.
 

s
r
v

a
d

o
n

 o
f 

th
is

 c
a
n

o
n

 e
n

s
u

r
e
s
 p

ro
p

e
r 

u
ti

li
sa

ti
o

n
 o

f 
fu

n
d

s 
a
n

d
 re

al
is

ad
on

 o
t t

he
 p

ur
po

se

W
h

ic
h

 p
ub

ll
c 

ex
p

en
d

it
u

re
 i

s 
in

c
u

rr
e
d

. 
A

 r
e
v

ie
w

 o
f 

th
e
 p

er
fo

rm
an

ce
 w

il
l 

al
w

ay
s 

ke
ep

 th
e
 

n
g

 au
th

or
ity

 v
ig

ila
nt

to
 t

h
e
 p

u
rp

o
se

 o
f 

ex
p

en
d

ir
u

re
a
n

d
 u

tn
o

s
t 

c
a
r
e
 w

il
l 

b
e
 t

a
k

e
n

 s
o

 

L
n

e
 
i
n

d
s
 a

r
e
 
n

o
t 

w
a
st

e
d

 o
r
 
o

v
e
r-

sp
e
n

t 
o

r
 
r
e
n

d
e
r
e
d

 
in

h
u

c
tu

O
u

s
. 

T
h

e
y

 a
r
e
 c

a
n

o
n

s
 

li
cy

 o
f 

po
lle

r o
f 

itu
re

 a
o

o
o

rL
e.

it
 s

h
o

u
ld

 b
e 

D
os

ei 
n

ea
n

s 
th

e
 e

x
p

e
n

d
it

u
re

 p
ol

ic
y 

e 
d

i
r
e
c
t
i
o

n
 

ove
rnm

ent
 m

us
t b

e 
el

as
tic

 r
at

he
r 

th
an

 
rig

id.
 n

 
o

h
 

di
ng

 to
 t

he
 re

qu
ire

m
en

ts 
o

f 
th

e 
co

un
try

 T
he

re
to

re
, 

ep
ub

 
ep

en
di

tu
re

 sh
ou

ld 
A

 
t
h

e
 

1O
Tm

ula
ted

 th
at

 t
he

 d
iv

er
sio

n 
o

f 
re

so
ur

ce
s a

re
 ca

 
s
u

c
h

 

ar
e 

c
a
r
ie

d
 o

u
t
 i

n
 



Er
rE

u 
U

F
 

PU
BL

IC
 EX

PEN
DIT

UR
E 

Au
als

 fo
r 

th
e 

pu
rpo

se 
ot

 car
ryin

g o
ut

 va
rio

us 
act

ivi
tie

s i
n 

the
 adm

inis
trat

ion,
 def

enc
e 

in
di

vi
du

al
s 

fo
r 

an
d 

ot
he

r 
de

ve
lo

p 
ut

ili
se

 t
ho

se
 r

es
ou

rc
es

 
cr

ea
tin

g 
em

pl
oy

m
en

t a
nd

 
pu

bli
c 

exp
end

itur
e is

 a
lso

 cap
abl

e o
f 

tran
sfer

ing
 inc

om
e 

by 
wa

y 
of 

tran
sfe

ren
ce 

of 

rch
as

ing
 po

we
r 

ol
 

on
e 

sec
tuo

n o
t 

com
mu

nity
 to

 
an

oth
er.

 A
s 

a 
res

ult
 o

f 
th

is,
 nat

ion
al 

ca
m

e 
ten

ds
 to

 n
se

. 
In

 vie
w 

Ot 
thi

s g
rea

t im
pa

ct 
o

n
 th

e 
cre

ati
on

 of
 emp

loym
ent,

 inc
rea

sing
 

rad
uc

tio
n, 

gen
era

tüo
n a

nd
 d

ist
nb

uti
on

 o
f 

inc
om

e 
in

 t
he

 co
un

try
, t

he
 stu

dy
 o

f 
pu

bli
c 

H
A

L
E

E
 

E
C

H
A

K
H

L
M

E
 

lop
me

nt 
ar

ea
s. 

D
ue

 t
o 

th
e 

pu
bic

 exp
end

iture
, th

e 
gov

ernm
ent 

i 

wh
ich

 oth
erw

ise
 wo

uld
 ha

v 
inc

rea
sing

 na
tion

al i
neo

me.
 

t 
is 

ab
le

 t
o

 
ha

ve
 rem

ain
ed

 id
le 

an
d 

th
is 

wi
ll 

hel
p 

in
 

EF
FE

CT
SO

F 
. 

PU
BL

IC
EX

PE
ND

IT
OR

 
exp

end
itu

re 
bec

om
es 

sig
nif

ica
nt. 

in
 acc

ord
anc

e w
ith

 Da
lto

n's
 vi

ew
 po

int
, e

ffe
cts

 of
 pub

lice
pen

ditu
re c

an 
be 

des
cri

bed
 

as
 u

n
d

e
r:

 

1.
 E

ffe
cts

 o
f P

ub
lic

 Ex
pen

ditu
re 

o
n

 Pro
du

cti
on

 
2.

 E
ffe

cts
 o

n
 P

ub
lic

 Ex
pen

dit
ure

 on
 Di

str
ibu

tio
n 

3.
 E

ffe
cts

 o
f 

Pu
bl

ic 
Ex

pen
ditu

re 
o

n
 Ec

on
om

ic 
Sta

bili
ty. 

4.
 E

ffe
cts

 o
f 

Pu
bl

ic 
Ex

pen
dit

ure
 on

 Ec
on

om
ic 

Gr
ow

th 
1

, 
EF

FE
CT

S 
O

F 
PU

BL
IC

 EX
PE

ND
ITU

RE
 O

N
 PR

OD
UC

TIO
N 

IN
TR

O
D

U
CT

IO
N

 

T
he

 c
ha

rac
ter

 a
nd

 t
he

 v
ol

um
e 

of
 pu

bli
c exp

end
itu

re 
is 

bo
un

d 
to

 h
av

e 
so

m
e 

ef
fe

ct 
o

n
 

th
e 

pa
tte

m
 a

nd
 a

m
ou

nt
 o

f 
pr

od
uc

tio
n 

in
 a

 
co

un
try

. H
en

ce
, t

he
 pu

bli
c 

ex
pe

nd
itr

e p
oli

cy 
is

 s
o

 d
ev

ise
d 

th
at

 o
th

er
 th

in
gs

 te
ma

ini
ng

 th
e 

sa
m

e,
 pro

du
cti

on
 is 

in
cr

ea
se

d 
an

d 
en

co
ura

ge
d 

Pu
bli

c 
exp

end
itu

re 
in

ilu
en

ce
s 

th
e

pro
du

civ
e a

cti
vit

y 
in

 a
 
nu

m
be

r 
of

 wa
ys

. 
its

 v
ol

um
e 

an
d 

th
e 

ch
ar

ac
ter

 h
as

 a
n

 
ef

fe
ct

 o
n

 
eff

ici
en

cy
 p

hy
sic

al 
an

d 
m

en
ta

l. 
It 

af
fe

cts
 i

nc
en

tiv
e 

to
 

pro
du

cti
on

 e
ffo

rts
, 

th
e 

pro
vis

ion
 o

f 
ce

rta
in

 b
as

ic
 s

er
vi

ce
s 

an
d 

fac
ili

tie
s 

m
ak

e 
po

ssi
ble

 
in

cr
ea

se
d 

pro
du

cti
on

 in
 t

he
 pu

bli
c 

a
s
 
w

el
l 

a
s
 
in

 pri
va

te 
se

ct
or

. 
Pa

rti
cu

lar
 î

rm
s 

m
ay

 b
e 

as
sis

ted
 ind

ivi
du

all
y 

acc
ord

ing
 to

 t
he

ir 
ne

ed
s 

an
d 

it 
c
a
n

 b
e 

us
ed

 a
s
 a

n
 in

su
ru

m
en

t t
o

 br
ing

 
ab

ou
t 

th
e 

ch
an

ge
s 

in
 t

he
 pa

tte
m

 o
f 

pro
du

cti
on

 in
 t

he
 co

un
try

. 
Ho

we
ve

r, 
ef

fe
ct

s 
of

 pu
bl

ic 
ex

pe
nd

itu
re,

 ac
co

rdi
ng

 to
 D

al
to

n 
de

pe
nd

 o
n

 th
re

e 
fa

ct
or

s 
as

 f
o

ll
o

w
s:

 

Th
e

ef
fe

ct
s 

of
 pu

bli
c 

exp
end

itu
re 

va
ry

o
v

er
ti

m
e.

 U
n

d
er

 t
h

e
im

pa
ct 

of
 l

aic
eo

m 
s 

fu
nc

tio
ns

 o
f 

th
e 

st
at

e 
w

er
e 

on
ly 

ot
 reg

ula
tor

y 
n

at
u

re
 s

u
ch

 a
s
 
th

e 
ma

int
en

an
ro 

t 
or

de
r, 

de
fen

din
g 

ag
ain

st 
ex

te
rn

al
 ag

gre
ssi

on
 a

nd
 ru

nn
in

g 
o

f 
pu

bl
ic

 u
til

ity
 se

n 
Sm

ith
 a

dv
oc

ate
d 

th
at

 go
ver

mm
ent

 ex
pe

nd
itu

re 
w

as
 no

rm
all

y 
a
s
 a

 
w

as
te

. 
H

e 
fur

the
r: 

th
at

 "M
on

ey
 w

ou
ld

 fru
itif

y 
m

o
re

 i
n 

th
e 

ha
nd

s 
of

 t
he

 pe
op

le
 t

ha
n 

in
 th

os
e 

of
 t

he
 sa

e 
ev

er
y 

pa
rti

cle
 o

f 
ex

pe
ns

e 
th

at
 i

s 
in

cu
rre

d 
be

yo
nd

 w
ha

t 
is

 
ab

so
lut

ely
 re

qu
ire

d l
or 

pre
ser

va
tio

n o
f s

oc
ia

l o
rd

er
 a

nd
 fo

r 
pro

tec
tio

n a
ga

ins
t f

or
eig

n 
at

ta
ck

 is
 w

as
te

 a
nd

 a
n 

u 
an

d 
op

pre
ssi

ve
 im

po
siti

on
 u

po
n 

th
e 

pu
bli

c"
. I

n 
fa

ct
, 

th
e 

stu
dy

 o
f 

pu
bl

ic 
exp

end
zs 

re
m

ain
ed

 ne
gle

cte
d 

du
rin

g 
th

e 
eig

hte
en

th 
an

d 
ni

ne
te

en
th

 c
en

tu
rie

s. 
Bu

t, 
tod

ay
, n

ew
 co

nc
ep

t o
f 

pu
bli

c 
ex

pe
nd

itu
re 

ha
s 

be
en

 d
ev

elo
pe

d 
by

 t
he

 m
o 

ec
on

om
ist

s. 
Sa

y's
 la

w
 o

f 
m

ar
ke

t w
as

 fa
lsi

fie
d 

by
 t

he
 on

sla
ug

ht 
of

 t
he

 G
re

at
 Dep

re 
thi

rie
s w

hi
ch

 s
ho

ok
 th

e 
w

or
ld

 fr
om

 i
ts

 e
co

no
m

ic
 sl

um
be

r a
nd

 pa
ssi

vit
y. 

La
te

r 
o

n
, 
Lo

 
Ke

yn
es 

w
ith

 h
is

 pe
ne

tra
tin

g 
an

aly
sis

 s
ho

w
ed

 t
ha

t 
ec

on
om

ic
 s

ys
te

m
 c

ou
d 

no
 

aut
om

atic
ally

an
d 

th
e 

st
at

e 
m

us
t 

ta
ke

 u
po

n 
th

e 
res

po
nsi

bil
ity

 fo
r 

it
s 
sm

oo
ue

ni
 

Mo
reo

ver
, Wa

gn
er's

 la
w

 o
f 

inc
rea

sin
g p

ub
lic

 ex
pe

nd
itu

re 
bo

th
 ex

ten
siv

ely
 

ha
s 

be
en

 co
ns

ide
red

 un
ive

rsa
lly

 tr
ue

. 
Co

nse
qu

ent
ly,

 it
 
ur

ge
s 

pa
ram

ou
 

A
co

n 
con

sid
er 

th
e 

im
pa

ct 
of

 pu
bli

c 
exp

end
itu

re 
o

n
 t

he
 l

ev
el

 o
f 

em
plo

ym
enP

ere
ting

 
inc

om
e, 

ach
iev

ing
 th

e 
op

tim
um

 a
llo

ca
tio

n 
of

 re
so

ur
ce

s, 
ma

inta
inin

g f
ull

 em
plo

ym
ent

 an
d 

eq
uit

ab
le 

dis
tri

bu
tio

n 
of

 in
co

m
e i

n
 a

 
co

u 
lo

 

. 
z 

1.
 Ab

ilit
y 

to
 w

ork
, s

a
v

e
 a

nd
 i

nv
es

t; 
2.

 W
illi

ng
ne

ss
of

 p
eo

pl
e 

to
 w

or
k,

 s
av

e 
an

d 
in

ve
st 

: 
3.

 E
ff

ec
ts

 c
n

 d
iv

er
sio

n 
of

 e
co

no
m

ic
 r

es
ou

rc
es

 a
s
 b

et
w

ee
n 

di
ffe

re
nt

 u
s
e
s
 a

nd
 lo

ca
lit

ie
s. 

1.
 A

bi
lit

y 
to

 w
or

k,
 s

a
v

e
 
an

d
 i

n
v

es
t 

Ab
ilit

y t
o

 w
or

k,
 s

a
v

e
 a

n
d

 in
ve

st
 is

 gr
ea

tly
 af

fe
ct

ed
 w

ith
 t

he
 i

nc
re

as
e 

in
 pu

bli
c exp

en

itu

re 
in

cr
ea

se
 i

n
 p

ub
lic

 e
xp

en
di

tu
re

 o
n

 
ed

uc
at

io
n,

 m
ed

ic
al

 s
er

vi
ce

s. 
ch

ea
p 

ho
us

ing
 fa

cili
ties

, 
ea

n
s 

o
t 
tra

ns
po

rt 
an

d 
co

m
m

un
ic

at
io

n 
an

d 
re

cr
ea

tio
na

l f
ac

ili
te

s 
w

ill
 in

cr
ea

se
 th

e 
efi

cie
nc

y 
or 

pe
rs

on
s 

to
 w

or
k.

 T
hi

s 
w

ill
, i

n 
tu

rn
. 

pr
om

ot
e 

pr
od

uc
tio

n a
nd

 n
at

io
na

l inc
om

e. 
A

t the
 sa

me
 

n
e
, 

pu
bl

ic
 e

xp
en

di
tu

re
 c

an
 p

us
h 

up
 t

he
 s

av
in

g 
an

d 
th

e 
ef+

cie
nc

y 
of 

the
 w

otk
ers

. T
be

 
pu

rc
ha

sin
g 

po
w

er
 o

f 
th

e 
pe

op
le

 w
ill

 a
ls

o 
be

 i
nc

re
as

ed
 b

y 
su

ch
 t

yp
e 

o
f 

pu
bl

ic
 ex

pe
nd

itu
re 

o 
re

e e
du

ca
tio

n 
fa

ci
lit

ie
s, 

un
em

pl
oy

m
en

t b
en

ef
it,

 si
ck

ne
ss

 b
en

ef
i, 

ch
ea

p h
ou

sin
g f

ac
ili

 s
 

c
T

h
is

 w
ll

 b
e 

he
lp

fu
l 

to
 p

ro
m

ot
e 

th
ei

r 
ab

ili
ty

 to
 w

or
k 

an
d 

sa
ve

. I
t i

s 
tru

e 
in

 th
e 

ca
se

 o
f 

o
se

 p
eo

pl
e 

w
ho

se
 s

ta
nd

ar
d 

of
 li

vi
ng

 i
s 

ve
ry

 l
ow

. 
In

 a
dd

it
io

n 
to

 
th

is
, 

ex
pe

nd
itu

re
 fo

r 
A

ai
n

ta
in

in
g

 la
w

 a
n

d
 o

rd
er

 c
re

at
es

co
nf

id
en

ce
 a

nd
 fa

ith
 in

 th
e 

m
in

ds
 o

f t
he

 c
om

m
on

 p
eo

pl
e 

C
a
 h

el
ps

 t
o

 e
n

co
u

ra
g

e 
th

e 
in

v
e
st

m
e
n

t 
in

to
 p

ro
du

ct
iv

e 
ch

an
ne

ls
. 

O
bv

io
us

ly
, t

hi
s 

w
il

l 

n
c
re

a
s
e
 t
h

e
ir

 i
n

c
o

m
e
 a

n
d

 s
a
v

in
g

 h
e
n

c
e
 a

b
il

it
y

 t
o

 w
o

rk
 a

n
d

 s
av

e.
 I

t 
m

u
st

 b
e
 n

o
te

d
 h

er
e 

th
at

 

in
 a

 
tre

e e
co

no
my

 a
nd

 du
rin

g 
pe

ac
e 

tim
e. 

go
ve

rn
m

en
t ex

pe
nd

itu
re 

1
s 
n

t F
o

r
 ep
en

 

i
n

s
t
 

st
ab

il
it

y 
of

 p
ric

es
, 

a s
oc

ial
ist

 ec
on

om
y 

an
d 

in
 t

he
 pe

rio
d 

of
 w

ar
, 

th
e 

co
ntr

ibu
tio

n o
f go

ve
tov

me
nt 

is 
m

or
e 

sig
nif

ica
nt 

in
 inl

uen
cin

g t
he

 l
ev

el 
of

 ec
o 

Sig
nifi

can
ce 

of
 

Pu
bl

ic 
Ex

pen
dit

ure
. t 

ar
ise

s 
fr

om
 th

efa
ct 

th
a
c
 

pro
vid

ed
 by

 th
e 

go
ve

rnm
en

t w
hi

ch
 oth

erw
ise

 mi
gh

t n
ot

 b
e p

9 
pro

vid
ed

 by
 t

he
 pri

va
le 

se
ct

or
. 

In
 f

ac
t 

th
e 

am
ou

nt
 o

f 
pu

bli
e 

rc
ato

 

S
e
n

i
s
 

co
no

m
ic

 ac
tiv

ity
 a

nd
 e

mp
loy

m 
th

at
 th

os
e 

u
l
d

 a
'
 

ur
e 

is
 s

o
 hu

ge
 

n 
o

f in
 

s 
wa

y 
be

yo
nd

 th
e 

re
ac

h 
of

 ind
ivi

du
als

 o
r 

th
e 

pri
va

te 
se

cto
r 

tn
 t

he
 va

rio
us

 ind
ivi

du
als

 du
e 

to
 t

he
 pur

cha
se 

of
 go

od
s a

ng
 

s 
fr

o
m

 pr
iv

al
e h

i
r
o

 



PU
BL

IC 
EC

ON
OM

ICS
 

E
F

F
E

C
T

S
 O

F
 P

U
B

L
I
C

 
E

X
P

E
N

D
IT

U
R

E
 

Pr
ov

i 
h

y
 th

e 
go

ve
rn

m
en

t 
m

ak
es

 i
t 

po
ss

ib
le

 f
or

 
ex

te
ns

iv
e 

pr
od

uc
tiv

e 
ac

tiv
ity

 t
o

D
 

an
d 

fa
ci

 
Th

us
, 

th
e
 
de

ve
lo

pr
m

en
t 

o
f 

ro
ad

s,
 r

ai
lw

ay
s, 

irr
ig

at
io

n 
e
tc

.,
 
ex

pe
nd

itu
re

 o
n 

un
de

rc
tu

re
s 

al
l 

en
la

rg
e 

O
pp

or
tu

ni
ty

 a
nd

 m
ak

e 
it

 
po

ss
ib

le
 f

or
 p

eo
pl

e 
to

 
c
a
ry

 o
n 

an
a 

in
fr

as
u 

du
ct

iv
e 

ac
tiv

ity
. 

T
h

e
 
co

ns
tru

ct
io

n 
of

 a
 

ra
ilw

ay
 s

y
st

em
 

in
 
a
n

 
iso

la
te

d 
re

gi
on

 
ex

te
es

 th
e 

pr
od

uc
tiv

e 
po

w
er

 o
r 

uh
e 

re
go

n,
 b

y 
pr

ov
íd

in
g 

m
ar

ke
tin

g 
an

d 
ot

he
r 

fa
ci

lít
ie

s. 
in

cr
ea

s 
w

ith
 t

h
e
 
de

ve
lo

pm
en

t 
of

 h
yd

ro
ele

ctr
ic 

sy
st

em
, 

ex
pa

ns
io

n 
o

f 
in

du
st

ri
es

 to
ok

 
si

m
ia

 
n

d
er

 d
ev

el
op

ed
 c

ou
nt

rie
s, 

pa
rti

cu
la

rly
 t

h
e 

pr
ov

is
io

n 
o

f 
su

c
h

 a
n

 
e
c
o

n
o

m
ic

 
pl

ac
e 

ch
u

re
 is

 o
f 

gr
ea

t 
im

po
rta

nc
e. 

Pu
bl

ic 
ex

pe
nd

itu
re 

o
n

 
tr

an
sp

or
t,

 co
m

m
un

ica
tio

n, 
o

n
 

2
0

 
s
io

n
 

o
f 

B
a
si

c
 S

er
vi

ce
s 

an
d 

Fa
cll

iti
es

. 
T

h
e 

pr
ov

is
io

n 
o

f 
ce

rt
ai

n
 b

as
ic

 s
er

vi
ce

s 

e
x

t
r
a
v

a
g

a
n

c
e
 c

a
n

 
b

e
 d

e
c
r
e
a
s
e
d

 
b

y
 in

cr
ea

si
n

g
 i

n
c
o

m
e
 o

f t
h

e p
oo

r.
 It

 c
an

 b
e
 a

vo
id

 

i
n

c
r
e
a
s
e
 i

n
 i

n
c
o

m
e
 i

s 
n

o
t
 g

iv
en

 i
n

 c
a
s
h

 r
a
th

e
r 

th
ey

 sh
o

u
ld

 b
e
 p

r
o

v
i
a
e
a
 
t
r
e
e
 o

r
 c

o
n

c
o

h
e
 

fa
ci

li
d

ie
s,

 s
u

b
s
id

is
e
d

 f
o

o
d

 a
n

d
 c

he
ap

 h
o

u
si

n
g

 e
tc

. 

th
e
 i

n
c
r
e
a
s
e
 
o

f 
p

u
rc

h
a
s
in

g
 p

o
w

e
r
 
o

f 
th

e
 
p

o
o

r 
pe

op
le

, t
en

d
s 

to
 g

o
 w

a
s
t
e
 
o

n
 

g
a
m

b
li

n
g

 w
h

ic
h

 
r
e
s
u

lt
s
 
in

 
th

e
 h

a
r
m

f
u

l 
e
ff

e
c
ts

 
o

n
 
he

al
th

 a
n

d
 
e
tt

ic
ie

n
c
y

 o
f
 w

o
k

n
 

on
al 

In
 th

e 
se

co
nd

 p
la

ce
, 

p
u

b
li

c 
e
x

p
e
n

d
i
t
u

r
e
 a

ls
o

 i
m

p
ro

v
es

 th
e 

m
en

ta
l 

s
ta

n
d

a
r
d

 

re
su

lt
in

g 
in

 b
e
t
t
e
r
 u

ti
li

s
a
ti

o
n

 
o

f
 a

b
il

it
y

 o
f
 t
h

e
 p

eo
pl

e.
 T

h
er

et
o

re
, 

t
h

e
 p

u
b

li
c
 e

x
n

o
e
o

p
le

 

s
h

o
u

ld
 
n

o
t
 
b

e
 w

e
ig

h
e
d

 
in

 f
a
v

o
u

r 
o

f
 l

u
x

u
ry

 g
oo

ds
 s

uc
h 

as
 C

in
em

a,
 
tu

m
 s

tu
d

io
 u

t
e
 

b
ec

au
se

 it
 w

il
l 

d
e
c
r
e
a
s
e
 t

h
e
 a

b
il

it
y

 o
f t

h
e 

p
eo

p
le

 t
o

 w
o

r
k

 a
nd

 i
t
 wm

ll 
l
e
a
d

 
to

 h
a
r
m

.
a
r
s
 

o
n

 
p

r
o

d
u

c
ti

o
n

. 
B

u
t 

p
u

b
li

c 
e
x

p
e
n

d
it

u
r
e
 s

h
o

u
ld

 b
e
 i

n
c
u

rr
e
d

 o
n

 p
u

b
li

c 
u

ti
li

ty
 s

e
rv

ic
C

te
c
 

a
s
 c

o
n

st
ru

ct
io

n
 o

f
 r

o
a
d

s
, 

b
a
n

k
s
, 

d
a
m

s
, 

e
d

u
c
a
ti

o
n

 
a
n

d
 m

ed
ic

al
 c

ol
le

ge
s 

e
tc

. 
T

hi
s 
u

c
h

 

p
u

b
li

c 
ex

p
en

d
it

u
re

 w
il

l 
b

e
 u

s
e
f
u

l 
to

 
th

e
 e

n
ti

re
 c

o
m

m
u

n
it

y
 i

n
s
t
e
a
d

 
o

t
 
a
n

y
 i

n
d

iv
id

h
a
o

f 
as

ic
 an

d 
ke

y i
nd

us
tri

es
 ik

e 
ste

el,
 co

a.
 oi

l, h
ea

vy
 m

ac
hin

ery
, h

ea
vy

 ch
em

ic
al

s, 
fe

rti
liz

er
s 

ba
st

 
sl

at
es

 i
n

v
es

tm
en

t 
in

 
ot

he
r 

in
du

str
ie

s 
o

f 
al

l 
k

in
d

s.
 P

u
b

li
c 

ex
pe

nd
itu

re
 o

n
 su

ch
 

et
C

. 
m

e
n

ta
l 

p
ro

je
c
ts

 l
e
a
d

s 
to

 a
n

 i
n

c
re

a
se

 i
n

 t
h

e 
pe

rm
m

an
en

t 
ca

p
it

al
 o

f 
th

e 
co

u
n

tr
y

. 
F

ro
m

 
d

e
v

e
lo

o
f 

vi
ew

 o
f 

Pr
of

. 
D

al
to

n,
 p

ub
lic

 e
xp

en
di

tu
re

s 
ar

e 
so

ci
al

ly
de

si
ra

bl
e 

w
hi

ch
 w

ou
ld

 
lo

n
g

 w
a
y

 t
o 

pu
sh

 th
e 

pr
od

uc
tio

n 
an

d 
ra

is
e 

th
e
 l

ev
el

 o
f 

em
pl

oy
ne

nt
 i

f 
th

e
 f

u
n

d
s 

du
al

s. 

2
. 

W
il

li
n

g
n

e
s
s
 t

o
 
w

o
rk

, 
s
a
v

e
 
a
n

d
 i

n
v

e
s
t
 

P
u

b
li

c
 e

x
p

e
n

d
it

u
re

 d
ee

p
ly

 a
ff

e
c
ts

 t
h

e
 w

il
li

n
g

n
es

s 
to

 w
or

k,
 s

av
e 

a
n

d
 i

n
v

e
st

. 
It

 n
o

t
 

a
ff

e
c
ts

 t
h

e
 p

re
s
e
n

t 
b

u
t 

a
ls

o
 t

h
e
 f

u
u

re
. 

T
h

e
r
e
f
o

r
e
, 
th

e
 p

ub
lic

 e
x

p
en

d
it

u
re

 s
h

o
u

ld
 b

e
 n

l
a
y

 

in
 s

u
c
h

 a
 

w
a
y

 s
o

 
th

a
t 

it
 m

u
s
t
 b

e
 m

o
r
e
 f

ru
it

fu
l 

to
 t

h
e
 w

o
r
k

e
r
 w

hi
le

 w
o

rk
in

g
 t

h
a
n

 w
he

n 

is
 o

u
t
 
o

f 
jo

b.
 I

n
 o

th
e
r 

w
o

rd
s.

 p
en

si
o

n
, 

p
ro

v
id

en
t 

fu
n

d
 
be

ne
ht

s,
 si

c
k

n
e
ss

, 
in

s
u

ra
n

c
e
. 

s
h

o
u

ld
 b

e
 p

ro
v

id
ed

 w
h

e
n

 t
h

e
 i

n
d

iv
id

u
a
l 

is
 w

or
ki

ng
. 
R

eg
ar

di
ng

 t
h

i
s
 ty

pe
 o

f
 fa

ci
li

ti
es

, 
a 

at
 

fe
ar

 h
a
s
 b

e
e
n

 e
x

p
re

ss
ed

 t
h

at
 u

n
d

e
r 

c
e
rt

a
in

 c
i
r
c
u

m
s
t
a
n

c
e
s
 
th

e 
p

u
b

li
c
 e

x
p

e
n

d
it

u
r
e
 h

as
 : a

n
 

a
d

v
e
rs

e
 e

ff
e
c
t 
o

n
 t

h
e
 w

il
li

n
g

n
es

s 
o

f w
o

rk
e
rs

 t
o

 w
o

rk
, 

s
a
v

e
 a

nd
 i

nv
es

t. 
T

h
e
 q

u
e
st

io
n

 i
s,

 w
hu

 

s
h

o
u

ld
 a

 
p

e
rs

o
n

 w
o

u
ld

 p
u

t 
h

ar
d

 w
o

rk
 a

n
d

 s
a
v

e
 w

h
e
n

 h
e
 f

in
d

s
 h

is
 f

u
tu

r
e
 s

a
fe

 a
n

d
 se

cu
re 

If
 t

h
er

e 
is

 a
 

se
cu

ri
ty

 o
f 

jo
b 

th
e
n

 t
h

e 
w

o
rk

e
rs

 w
il

l 
b

e 
le

th
ar

gi
c 

re
su

lt
in

g
 i

n
 t

h
e
 d

ec
re

as
e 

in 

th
e 

ef
fi

ci
en

cy
. B

e
c
a
u

s
e
 i

f 
a 

p
e
rs

o
n

 k
n

o
w

s 
th

at
 h

e
 i

s 
n

o
t 

b
o

u
n

d
 t

o
 b

e
 e

x
p

e
le

d
 f

ro
m

 j
ob

, 
he

 

is
 n

o
 
m

o
r
e
 i

n
te

re
s
te

d
 i

n
 w

or
äi

ng
 h

ar
d

 t
o

 t
h

e 
fiu

ll 
o

f 
h

is
 c

ap
ac

it
y,

 h
e
 i

s 
m

o
r
e
 
in

te
re

st
ed

 in
 

w
ag

es
, 

sa
la

ry
 e

tc
. 

A
ls

o 
if

 th
e 

w
o

rk
e
r 

is
 i

n
su

re
d

 t
o

 b
e
 l

o
o

k
e
d

 a
ft

e
r 

e
v

e
n

 a
f
te

r
 r

e
ti

re
m

e
n

t 
by

 

g
o

v
er

m
en

t,
 h

is
 te

nd
en

cy
 to

 s
a
v

e
 w

il
l b

e
 d

im
in

is
h

e
d

. 
O

n
 t
h

e
 o

th
e
r 

h
a
n

d
, 

a 
w

o
rk

e
r'

s 
w

ill
in

gn
es

s 

to
 w

o
rk

 a
n

d
 s

a
v

e
 w

il
l 

b
e 

re
d

u
ce

d
 i

f 
hi

s 
fu

tu
re

 i
s 

n
o

t 
se

cu
re

d
. 

g
o

 
re

qu
ire

d 
w

e
r
e
 
l
e
t
t
 
i
n

 
p

ri
v

a
te

 h
a
n

d
s
. 

It
 i

n
c
lu

d
e
s 

(a
l 

d
eb

t 
re

de
m

pt
io

n 
w

h
e
re

 m
o

s
t 

o
f 

th
e
 m

o
n

e
y

 r
ep

ai
d 

w
il

l 
ge

ne
ra

lly
 b

e
 r

ei
m

ve
st

ed
; 

(b
) 

m
an

y
 p

ro
je

ct
s 

o
f t

ra
n

sp
o

rt
 d

ev
el

op
m

en
t,

 ir
ig

at
io

n,
 a

ff
or

es
ta

ti
on

 e
tc

., 
w

hi
ch

 m
ay

 b
e 

ex
pe

ct
ed

 t
o

 y
ie

ld
 la

rg
e 

re
tu

rn
s 

in
 th

e 
lo

ng
 r

u
n

 
b

u
t 

n
o

t
 i

n
 t

h
e
 i

m
m

e
d

ia
te

 f
u

tu
re

 a
n

d
 

w
h

ic
h

 d
o

 n
o

t 
a
tt

ra
c
t 

th
e
 p

ri
v

a
te

 i
n

v
e
st

o
r;

 

(i
n

c
re

a
s
e
 o

f 
kn

ow
led

ge
 b

y 
th

e 
en

co
ur

ag
em

en
t 

o
f 

re
se

ar
ch

 a
nd

 in
ve

nt
io

n a
nd

 to
 

cr
ea

te
 o

p
p

o
rt

u
n

it
ie

s 
o

f e
m

p
lo

y
m

en
t b

y
 th

e 
m

ai
nt

en
an

ce
 o

f e
m

pl
oy

m
en

t e
xc

ha
ng

es
; 

(
)
 e

d
u

c
a
ti

o
n

 a
n

d
 t

ra
in

in
g

: 

(e)
 p

ub
lic

 h
ea

lt
h;

 
( 

ex
pe

nd
it

ur
e 

in
 a

id
 o

f 
so

c
ia

l 
se

cu
ri

ty
 s

c
h

e
m

e
s 

in
 o

rd
e
r 

to
 p

ro
m

o
te

 e
ff

ic
ie

nc
y 

a
n

d
 

in
c
re

a
se

 p
ro

d
u

c
ti

o
n

. 

In
 t

h
e
 s

e
c
o

n
d

 
pl

ac
e,

 t
h

e
 g

o
v

e
rn

m
e
n

t 
ex

pe
nd

itu
re

 m
a
y

 i
n

d
u

c
e
 p

eo
pl

e 
to

 
p

u
t 

h
e
ir

 
re

so
u

rc
es

 t
o

 m
o

re
 p

ro
d

u
c
ti

v
e
 c

h
a
n

n
e
l.

 R
o

a
d

 a
n

d
 r

ai
lw

ay
d

e
v

e
lo

p
m

e
n

t 
m

a
k

e
s 

it
 p

o
ss

ib
le

 

fo
r 

pe
op

le
 i

n
 t

h
e
 a

ff
e
c
te

d
 a

r
e
a
s
 t

o
 i

n
c
re

a
se

 t
h

e
ir

 p
ro

du
ct

io
n 

a
s
 
th

ey
 a

r
e
 b

ro
ug

ht
 i

n
 t

o
u

c
h

 

w
it

h
 t

h
e
 r

e
s
t 

o
f 

th
e
 w

o
rl

d
 a

n
d

 a
r
e
 
pr

ov
id

ed
 w

it
h
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h
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c
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 c
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ho

d 
o

f 
fin

an
ci

ng
 d

e
fi

c
it

s 
th

ro
ug

h 
ta

xa
ti

on
, 

bo
rro

wi
ng

 a
n

d
 c

re
at

io
n

 o
f 

n
e
w

 m
on

ey
. 

fn 
th

e
 w

or
ds

 o
f 

K
ey

ne
s,

 g
ov

er
nm

en
t e

xp
en

dit
ur

e 
be

co
m

es
 a

 
ba

la
nc

in
g 

fa
ct

o
r 

in
 o

rd
er

 t
o

 
m

ain
tai

n 
n

at
io

n
al

 in
co

m
e 

at
 a 

gi
ve

n 
le

v
el

. 
su

c
h

 e
xp

en
di

tu
re

 m
ay

 b
e
 p

ro
gr

es
siv

el
y 

in
cr

ea
se

d 
in 

th
e 

de
pr

es
si

on
 p

er
io

d 
w

h
ic

h
 i

n
 
tu

m
 
he

lp
s 

pr
og

re
ss

iv
el

y 
to

 
br

in
g 

th
e 

re
co

ve
ry

 o
f 

th
e
 

oc
on

om
y 

i.
e.

 t
o

 o
ff

-s
et

 t
h

e
 e

ff
e
c
t 

o
f 

a
n

 
in

cr
ea

si
ng

 p
ro

pe
ns

ity
 t

o
 
h

o
a
rd

 o
n

 
th

e
 p

ar
t 

o
f 

th
e
 

D
ri

va
te

 i
nd

iv
id

ua
ls

. 
F

o
r 

ex
am

pl
e,

 e
xp

en
di

tu
re

 o
f 

th
is

 t
yp

e 
w

a
s
 
in

c
u

rr
e
d

 i
n

 t
h

e
 U

S
A

 d
ur

in
g 

th
e 

th
ir

tie
s 

an
d 

m
ad

e 
co

ns
id

er
ab

le
 s

uc
ce

ss
 a

nd
 t

he
 e

co
no

m
y 

w
as

 r
um

ed
 a

ro
un

d.
 

B
u

t 
at

 t
h

e
 s

a
m

e
 t

im
e,

 i
t 

h
as

 t
h

re
e 

ty
pe

s 
o

f 
dr

aw
ba

ck
s 

as
 

(a
) 

S
o

m
et

im
es

, 
g

o
v

er
n

m
en

ts
 d

o
 n

o
t 

h
av

e 
sp

ec
if

ic
 p

ro
gr

am
m

es
 o

f 
p

u
b

li
c 

w
o

rk
s:

 

ta
xa

ti
on

 a
n

d
 b

or
ro

w
in

gs
. 

P
u

b
l'

: 
E

x
p

e
n

d
it

u
re

 
d

u
ri

n
g

 I
n

f
a
ti

o
n

 

Pu
bl

ic
 s

pe
nd

in
g 

ca
n 

al
so

 h
el

p 
in

 c
ur

bi
ng

 i
nf

la
tio

na
ry

 c
on

di
ti

on
s 

pr
ev

ai
li

ng
 i

n 
the

 
co

un
try

. P
ric

es
 te

nd
 to

 ri
se

 u
nd

er
 in

fla
tio

n 
an

d 
on

e i
m

po
rta

nt
 fa

ct
or

 re
sp

on
si

bl
e 

fo
r 

th
is 

p
h

en
o

m
en

o
n

 i
s 

th
e 

vo
B

um
e 

o
f 

go
od

s 
a
n

d
 s

er
v

ic
es

 f
al

lin
g 

sh
o

rt
 o

f 
d

e
m

a
n

d
. 

U
n

d
er

 s
u

ch
 c

ir
c
u

m
st

a
n

c
e
s 

th
e 

pu
bl

ic
 ex

pe
nd

itu
re

 sh
o

u
ld

 b
e 

in
cu

rr
ed

 o
n

 th
os

e 
pr

oj
ec

ts
 

w
hi

ch
 ra

is
e
 su

ffi
ci

en
th

y t
h

e 
vo

lu
m

e 
of

 pr
od

uc
tio

n 
w

it
hi

n 
a 

sh
o

rt
 t
im

e
. 

F
o

r 
in

st
an

ce
, f

in
an

cia
l 

re
s
o

u
rc

e
s
 in

ve
st

ed
 o

n
 m

in
o

r 
in

ig
ai

on
 p

ro
je

ct
s, 

pr
ov

isi
on

 o
f f

er
til

iz
er

s,
 s

ee
ds

, 
m

a
n

u
re

s 
et

c.
 

to
 a

gr
ic

ul
tu

ri
st

s.
 p

ro
vi

di
ng

 f
ac

ili
rie

s 
to

 i
nd

us
tr

ia
lis

ts
 f

or
 e

xp
an

si
on

 o
r 

es
ta

bl
is

hm
en

t 
of

 
in

du
st

ri
al

 u
ni

ts
 e

tc
. c

an
 h

el
p 

in
 in

cr
ea

si
ng

 th
e 

pr
od

uc
tio

n.
 I

t h
el

ps
 t

o 
ch

ec
k 

th
e 

ri
si

ng
 tr

en
d 

of
 p

ric
es

. H
ow

ev
er

, 
if

 th
e 

ec
on

om
y 

h
a
s 

al
re

ad
y 

re
ac

he
d 

th
e 

le
ve

l 
o

f 
fu

ll
 e

m
pl

oy
m

en
t, 

th
er

e 
is

 e
ve

ry
 li

ke
li

ho
od

 t
h

at
 p

ub
lic

 e
xp

en
di

tu
re

 in
st

ea
d 

of
 ar

re
sti

ng
 i

nf
at

io
n,

 w
il

l 
st

re
ng

th
en

 it
 

It
 i

s 
qu

ite
 o

bv
io

us
 t

ha
t 

di
ff

er
en

t 
se

ct
o

rs
 o

f e
co

no
m

y 
a
re

 w
or

ki
ng

 to
 t

h
ei

r 
fu

ll
 c

ap
ac

iti
es

, a
ny

 
pu

bl
ic

 e
xp

en
di

tu
re

 w
il

l 
giv

e 
ad

di
tio

na
l 

pu
rc

ha
sin

g 
p

o
w

er
 i

n 
th

e 
h

a
n

d
s 

o
f 

th
e
 
pe

op
le 

w
it

h
o

u
t 
br

in
gi

ng
 a

ny
 a

dd
it

io
n 

to
 t

he
 t

ot
al

 p
ro

du
cti

on
. I

n
 o

th
er

 w
or

ds
, 

pu
bl

ic
 e

xp
en

di
tu

re
 

du
rin

g 
in

fi
at

io
n 

is
 d

es
ir

ab
le

 s
o

 
lo

ng
 a

s
 f

u
l 

em
pl

oy
m

en
t i

s 
n

o
t 

re
ac

he
d,

 o
th

er
w

is
e 

su
rp

lu
s 

bu
dg

et
s 

a
re

 n
ec

es
sa

ry
 t

o
 r

ed
uc

e 
th

e
 p

re
ss

ur
e 

o
n

 p
ric

es
. 

(b
)

G
o

v
er

n
m

en
t 

m
ay

n
o

t
p

ro
v

e 
to

 r
u

n
pu

bl
ic

 a
n

d
c
o

m
m

e
rc

ia
l 

un
de

ra
ki

ng
s 

ef
fi

ci
en

tly
 

(C
) 

P
u

b
li

c 
ex

p
en

d
it

u
re

 f
in

an
ce

d
 o

u
t 

of
 d

ef
ñc

it 
fî

na
nc

in
g 

is 
ge

ne
ra

il
y 

ca
ll

ed
 i

n
ia

to
n

ar
y

. 

P
um

p 
P

ri
m

in
g

 

P
u

b
li

c 
Ex

pe
nd

itu
re

 D
ur

in
g 

D
ep

re
ss

io
n 

Ge
ne

ra
lly

, d
ep

res
sio

n is
 a

 
co

nd
iti

on
 w

he
n

sa
vi

ng
 e

xc
ee

ds
 i

nv
es

tm
en

t w
hi

ch
 r

es
ul

ts
 in

 
lo

w
er

in
g 

of
 a

gg
re

ga
te

 ef
fec

tiv
e 

de
m

an
d.

 Fa
llin

g 
pr

ice
s 

c
a
u

se
 l

os
se

s 
am

on
g 

bu
sin

es
sm

en
 

an
d 

m
an

uf
ac

tur
ers

 an
d r

ed
uc

e 
th

ei
r 

co
nf

id
en

ce
 in

 t
he

 fu
tu

re
. T

hi
s 

le
ad

s 
to

 c
ur

ta
il 

pr
od

uc
tio

n 
an

d 
to

 h
ol

d 
th

ei
r 

ca
sh

 res
ou

roc
es.

 T
he

y 
be

lie
ve

 t
ha

t 
it 

is 
sa

fe
r 

to
 k

ee
p 

th
ei

r 
w

ea
lth

 i
n

 
u

ie
 

sh
ap

e 
of

 m
on

ey
 t

ha
n 

in
 th

e s
ha

pe
 o

f 
go

od
s a

s 
the

y 
a
re

 lik
ely

 to
 f

al
l. 

T
hi

s 
re

su
lts

 i
n

 f
al

lin
g 

of
fi

n 
em

plo
yn

en
t n

ot
on

ly
in

 the
ir 

o
w

n
fir

m
s 

bu
t i

n 
th

os
e 

fir
m

s 
al

so
fr

om
w

he
re

 t
he

y
ha

ve
he

en
 m

ak
in

g 
pu

rch
ase

s. 
Th

us,
 a 

lar
ge

 n
um

be
r 

of
 m

e
n

 lo
se

 t
he

ir 
em

plo
ym

en
ts.

 T
he

y 
a 

fu
rth

er 
co

mp
ell

ed
 by

 th
e 

cir
cu

m
sta

nc
es

 to
 re

du
ce

 th
ei

r 
co

ns
um

pti
on

 ex
pe

nd
itu

re.
 In

 u
i 

to
tal

 d
em

and
 in

 the
 com

mu
nity

 fa
lls

 s
til

l 
fur

the
r, 

lea
din

g 
to

 
fu

rth
er

 c
ur

tai
lm

e 
pr

od
uc

tio
n, 

wh
ich

 ag
ain

 le
ad

s 
to

 f
al

l 
in

 em
plo

vm
 

tot
al 

dem
and

 an
d 

so
 o

n.
 hi

s 
typ

e 
of

 vi
cio

us
 sp

ira
l c

on
tin

ue
s 

w
hi

ch
 i

s 
bro

ke
i 

nt
io

n 
of

 pu
bli

c exp
end

itur
e. D

uri
ng

 su
ch

 a
 
pe

rio
d, 

th
e

go
ve

rnm
en

t s
pe

nd
s m

o 

S
o

m
e
 m

o
d

e
rn

 e
c
o

n
o

m
is

ts
 h

a
v

e
 a

rg
u

e
d

 t
h

a
t 

g
o

v
e
rn

m
e
n

t e
x

p
e
n

d
it

u
re

 s
h

o
u

ld
 b

e
 d

e
v

is
e
d

 
in

 s
u

c
h

 a
 

m
a
n

n
e
r 

th
a
t 

a 
d

e
c
li

n
e
 i

n
 
b

u
si

n
e
ss

 m
a
y

 b
e
 p

re
v

e
n

te
d

 n
o

t 
re

m
p

o
ra

ri
ly

 b
u

t 

pe
rm

an
en

ta
lly

. H
en

ce
, s

u
fi

c
ie

n
t l

ar
ge

 p
ub

lic
 e

xp
en

di
ur

e 
is

 s
e
t 

in
 m

o
ti

o
n

 t
h

a
i 
m

ay
 c

o
n

in
u

e
 

fo
r 

a
n

 i
n

d
e
fi

n
it

e
 p

e
ri

o
d

 a
t 

it
s 

n
o

m
e
n

tu
m

. 
S

u
c
h

 e
x

p
e
n

d
it

u
re

 h
a
s 

b
e
e
n

 d
e
si

g
n

a
te

d
 a

s 
p

u
m

p
 

p
ri

m
in

g
 e

x
p

en
d

it
u

re
. 

P
u

b
li

c 
sp

en
d

in
g

 i
n

 t
h

e 
U

SA
 i

n
 1

93
3-

38
 d

id
 n

o
t 

ha
ve

 v
er

y 
su

cc
es

sf
ul

 

p
u

m
p

 p
rim

in
g 

ef
fe

ct
s 

th
ou

gh
 i

t 
sh

o
w

ed
 s

o
m

e
 s

u
c
c
e
s
s
 a

s
 a

 
co

m
pe

ns
ato

ry
 d

ev
ice

. 5
ut

 th
e 

su
pp

or
te

rs
 a

re
 o

f t
h

e 
vi

ew
 th

at
 f

ai
lu

re
 w

as
 o

nl
y 

du
e 

to
 it

s 
ha

lf-
 h

ea
rt

ed
 m

an
ne

r o
f a

do
pt

io
n 

W
nic

h 
fa

il
ed

 t
o

 c
re

a
te

 t
h

e
 c

o
n

fi
d

en
ce

 i
n

 t
h

e 
m

in
d

s 
o

f 
th

e
 p

ub
lic

. 
T

h
is

 f
a
iu

re
 c

a
n

n
o

t 
b

e
 

at
tr

ib
ut

ed
 t

o
 t

h
e 

fa
ct

 t
h

at
 p

u
m

p
 p

rim
in

g 
is

 de
tec

av
e 

H
ow

ev
er

, 
it

s 
s
u

c
c
e
s
s
 d

ep
en

ds
 o

n
 t

h
e
 f

ol
lo

w
in

g 
c
o

n
si

d
e
ra

ti
o

n
s:

 

1.
 T

he
re

 m
u

s
t 

b
e
 d

ef
ic

it
 sp

en
din

g 
.B

o
rr

o
w

in
g

 f
o

r 
s
u

c
h

 e
x

p
en

d
it

u
re

s 
m

u
s
t 

b
e 

fr
o

m
 b

a
n

k
s 

ra
th

e
r 

th
an

 in
di

vi
du

al
s 

F
u

b
li

c 
ex

pe
nd

itu
re

 m
us

t 
bo

os
t u

p 
th

e e
m

pl
oy

m
en

t o
pp

or
tu

ni
tie

s. 
m

e
n

t 
in

 
to

ta
l 

co
ns

um
pt

io
n 

an
d 

k
e
n

 b
y

 t
h

e 

en
t, 

re
du

ct
do

n 

in
 p

u
b

li
c
 w

o
rk

s 

a 
c
h

a
 

ai
n 

rea
cti

on
 ot

 em
plo

ym
ent

 in
 th

e 
eco

r.o
mr

y. 
Th

es
e 

em
plo

yed
 w

or
ke

rs 
re

ce
iv

e 

ks
 pro

jec
ts,. 

It
 n

o
t 

on
ly 

cr
ea

tes
 em

plo
ym

ent
 am

on
g 

th
es

e 
lab

ou
rer

s 

E
P

F
E

C
T

 O
F

 P
U

B
L

IC
 E

X
P

E
N

D
IT

U
R

E
O

N
 E

C
O

N
O

M
IC

 G
R

O
W

T
H

 

S
o

c
ia

tC
 ex

pe
nd

it
ur

e 
h

as
 t

o
 p

la
y 

a
n

 a
c
ti

v
e
 r

o
le

 i
n

 r
ed

uc
in

g 
re

gi
on

al 
di

sp
ar

iti
es

,d
ev

el
op

in
g

i
n

e
a
d

s
,
 c

re
a
tl

o
n

 o
f 

in
fr

a
st

ru
c
tu

re
, 

e
d

u
c
a
ti

o
n

 a
n

d
 t

ra
in

in
g,

 g
ro

w
th

 o
f c

ap
ít

al
 g

oo
ds

 
Pu

 

r
s
 b

u
t 

st
a
rt

s 

iv
e
d

 w
ag

es
 



PU
BL

IC
 E

CO
NO

MI
CS

 

nd
us

tr
ie

s,
 r

e
s
e
a
r
c
h

 a
n

d
 d

e
v

e
lo

p
m

e
n

t 
e
tc

. 
in

 d
e
v

e
lo

p
in

g
 e

c
o

n
o

m
ie

s
. 
O

n
 t

h
e
. 

w
e
ll

 a
d

v
a
n

c
e
d

 e
c
o

n
o

m
y

, 
p

u
b

li
c 

e
x

p
e
n

d
it

u
r
e
 m

ai
n

ta
in

s 
a 

s
m

o
o

t
h

 
r
a
t
e
 o

f c
co

 
r a

.,
 

a 
o

r
d

e
r
 
to

 
g

e
t 

th
e
 s

t
a
b

i
l
i
s
a
t
i
o

n
 
a
n

d
 s

t
i
m

u
l
a
t
i
o

n
 
o

f
 e

c
o

n
o

m
ic

 a
c
ti

v
it

ie
s 
i
c
 

x
p

e
n

d
it

u
re

 h
a
s
 

a 
g

re
a
t 

r
o

le
 
to

 
p

la
y

 i
n

 
th

e
 
f
o

r
m

 
o

f
 s

ti
n

u
la

ti
n

g
 s

a
v

i
n

.
h

u
s
,
 

cc
um

ul
at

io
n.

 
P

u
b

li
c
 e

x
p

e
n

d
it

u
re

 i
n

 t
h

e
 s

h
ap

e 
o

f 
s
u

b
s
i
d

i
e
s
 
c
a
n

 
p

r
o

v
e
 
h

el
p

fu
l 

fo
r 

P
e
t
:
 

T
ow

th
. I

t 
c
a
n

 b
e
 u

se
d

 t
o

 r
a
is

e
 t

h
e
 a

g
ri

c
u

lt
u

ra
l 

p
ro

d
u

c
ti

o
n

 a
n

d
 r

ed
u

ci
m

g
 re

gi
on

. 
CO

no
 

S
ub

si
di

es
 c

a
n

 
a
ls

o
 h

el
p

 t
o

 
p

ro
m

o
te

 i
m

p
o

rt
 s

u
b

s
t
i
t
u

t
i
o

n
.
 

I
n

 
th

is
 
w

a
y

, 
lo

an
s"

 s
p

a
ri

t 

co
nc

es
si

on
, 

s
u

b
s
id

ie
s
 s

ti
m

u
la

te
 p

ri
va

te
 in

id
a
ti

v
e
 to

 a
 g

re
at

er
 e

x
t
e
n

t
.
 
S

o
 
fa

r 
as

 5
h

ts
, 

co
nc

em
ed

, p
u

b
li

c 
e
x

p
e
n

d
it

u
re

 s
h

o
u

ld
 
b

e
 
de

si
gn

ed
 in

 
su

ch
 a 

m
a
n

n
e
r
 
a
s
 
to

 

E
F

F
E

C
 

O
F

 P
U

B
L

IC
 
E

X
PE

N
D

IT
U

R
E

 

p
o

li
c
y

 
do

 t
hi

s a
n

d
 
o

t
h

e
r
 
lc

g
is

la
ti

v
e
 

m
ea

su
re

s,
 i

t 
ha

s 
a 

po
sit

iv
e 

ro
le

 t
o

 
pl

ay
. 

pub
le 

act
ivin

g a
nd c

apltal
 

h 
an

d 
h

as
 t

o
 wo

rk 
in

 co
mp

lem
en

tar
ity

 w
it

h 
ta

xa
tio

n,
 d

eb
t 

m
an

ag
em

en
t, 

m
o

n
et

ar
y

 

D
u

rl
in

g
 d

ep
re

ss
io

n,
 tn

e 
w

no
le 

pr
ob

lem
 c

ro
ps

 u
p

 f
ro

m
 d

ef
ic

ie
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ef

fe
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iv
e 

de
m

an
d.
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no
m
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op

er
at

ed
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it
h

 
m
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h 

le
ss

 
pu
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ha
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g 
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w

er
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an

 w
h
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ne
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y 
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T
h 

n 
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tio
n,
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en
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 p
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l. 

T
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ut
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n 
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ire
s p
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m
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l p
ur

ch
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g 
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w

er
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n
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h
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on
om
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c 
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 c
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n
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ua
no

n 
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bl
e 

e
x

te
n

t.
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t 
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tru

cti
on

 p
ro
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n
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 o

th
er

 p
ub

lic
 in

ve
st

m
en

t p
ro

ec
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O

ak
en

 u
p

 t
og

et
he

r 
w

it
n
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er
 pT

ov
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on
s 

o
f 
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sf
er

 p
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m
en
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g

e 
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ns
, 

un
em
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en

t 
al

lo
w

an
ce

s,
 a

d
d

it
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n
al
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m

en
iti

ee
 

pa
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en
ts 
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k

e 
o

ld
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g
e
 p

en
si

o
n

s,
 

sav
ing

s ar 
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r
e
 

v
e
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ll
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av
in
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 in
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h

e
 c
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u

n
tr

y
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A

t 
th
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e
, 

p
u

b
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x
p

e
n

d
it

u
r
e
 i

n
 t

h
e
 f
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f
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t 
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ng
s. 

B
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te
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y
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n

d
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a
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n
c
e
d
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w
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t 
th

e 
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u
n

ry
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n 

o
b
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ti

v
e
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an

d nn
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. 

w
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e 
ne
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o
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y 
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, t
h
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n
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iti
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 p
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ch
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in
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e
a
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m
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o

w
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 o
f
 

w
il
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b
e
 d
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tr
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ut
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n

d
a
 

ra
th

e 
th

e
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an
ds
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f 

pe
op

le
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no
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 p
ro

pe
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it
y 

to
 
c
o

n
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m
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s 
hi

gh
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n
d
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a
s
 

a 
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ef
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ve
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ma
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ill
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hi

s w
ill 
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ne

ra
te 
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ic 
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tiv
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n
d
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lp 
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n
d
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d
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m
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x
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. 
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 d
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n
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he
 s
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o
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x
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en
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u
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te
r 
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 t
h

e 
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m
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 b
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 d
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f 
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 d
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n
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pu
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b
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l 
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 d
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d
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o
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o
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e 
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o
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 t
h
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f 
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 p
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m
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P
u
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p
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o
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a 
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m
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 d
u
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 m
u

c
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x

c
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h
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e
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 c
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. S
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 p
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n
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f 
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h
e
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 d
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 p
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g 
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w
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 b
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 c
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n
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T
h
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 p
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n
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c
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n
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c
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c
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 c
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 c
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n
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x
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 d
ur
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c
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h
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g

ra
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f 
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u
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 p
la
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 d
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t 
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e
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w
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e
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d
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r
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o

f 
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c
o

n
o
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r
e
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o

u
r
c
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s
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s
 
b
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n

 
lo
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n
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n

 
o

f 
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o
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r
c
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s
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s
 
b
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p
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t 

c
o

n
s
u

m
p

ti
o

n
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c
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p
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e
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h

ro
u
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 m
u
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 p
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c
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n 
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 d
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v
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m
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n
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p

ro
je
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e
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b

e
 d
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n
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r
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u
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m
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h
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 d
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v
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o
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r
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m
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s
, 
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o
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f
 
t
h

e
 
e
c
o
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o
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o
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m
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k
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p
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p
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o

p
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r
 
b
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c
e
 
b

e
t
w

e
e
n
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b
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c
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u
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n
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p
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c
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b
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en
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 m
u
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t 

b
e
 r
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n

 
e
c
o
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o
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c
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y 

al
o

n
g
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 li
ce
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n

d
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th
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r 

e
c
o
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o

m
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 m
e
a
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u

r
e
s
 
w

h
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h
 c
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n
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o
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a
y
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o
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e 
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o
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o
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ls.
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, 
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h
o
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b

e
 p

u
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u
ed
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n

d
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o
p
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d

 u
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er
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er
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 C
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R
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W
e 
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lre
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y 
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m

il
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it

h
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n
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f 
pu
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tu
re
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ffe

ren
t a
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ec

ts 
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en
t a
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m
ic

 s
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at
io

n.
 D

ue
 to

 u
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er
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in
 f
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ce
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o

f 
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re 
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is
e 
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ct

u
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io
n
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o
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n

al
ly

 i
n
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c
o

n
o

m
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y
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S
in
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 m

a
rk

e
t 

m
e
c
h

a
n
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m

 o
f 
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e 
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ve

lo
pe

d 
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u
n
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s 
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 m
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y 
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, 
th
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r 
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o

n
o

m
y
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s 

su
b
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c
te

d
 t

o
 p

e
ri

o
d

ic
tr

a
d

e
 c
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le

s 
w

hi
ch
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g 
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to
 e
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en
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 d
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en

t 
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f 
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st
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 s

uc
h 
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 r

ec
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si
on

, 
de

pr
es

sio
n.

 
re

co
ve

ry
an

d
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o
o

m
 p

er
io

d
 i

nt
er

va
ls

. 
T

h
e 
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o 

m
o

st
 i

m
p

o
rt

a
n

t 
p

h
e
n

o
m

e
n

a
 
o
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s 
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o

m
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h
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h
 t

h
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e 
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un
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s 
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er
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 d
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n
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n
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D
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tio
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e
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a 
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d 

o
f 
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e 
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ve
l 
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es
 f
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m

de
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 w

h
en

th
e
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tiv
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lo

w
 d
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fe
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e 
de

m
an

d 
de

cli
ne

s, 
pr
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es
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n

d
 i
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om
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 f
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l, 

pr
od

uc
er

s 
d

o
w

n
 p

ro
du

cti
on

 p
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ns
 d

u
e 
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 l
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 m

ar
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y 

o
f 
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ta
l 

an
d
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h

e 
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y 
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o 
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ne
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l f
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l i
n

 t
h

e 
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l p
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ity
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 c
o
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m
e 

an
d 
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i 
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sit
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g
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fia
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n 

w
he

n 
ef

fe
ct

iv
e 
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m
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d
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 t
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ve
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t 

W
I 

H
e
r
e
 
w

e
 
m

u
s
t
 
r
e
m
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m

b
e
r
 
th
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t 

th
e
 
ef
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f 
pu
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x

p
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n
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it

u
re
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n
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C
o

m
p

en
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ry

 m
e
c
h

a
n

is
m

 
a
n

d
 
p

ro
m

o
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r
o

f 
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s 
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m

it
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d

 b
y 
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n

u
m

b
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D
ur
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a
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o
n
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s
 
w

e
 
h

a
v

e
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pu
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 e
x
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u
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 c
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n
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e
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p
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n
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o

n
d

e
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e
d
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o
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f t
h
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 r
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e
 

st
il
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d
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e.

 S
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n

d
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c
a
l 

e
x

p
e
n
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u
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r 

c
u
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w
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n
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h
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n
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w
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n
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it
ar

y
 fa
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w
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b
u
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b
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n
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d
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x

p
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n
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u
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c
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 p
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p
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 c
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n
 t

h
e
s
e
 c

a
te

g
o

ri
e
s 

ro
l 

C
C

u
re

d
 a

g
a
in

st
 r

a
th

e
r 

s
tr

o
n

g
 b

u
d

g
et

ar
y

 r
e
s
is

ta
n

c
e
 
th

a
t 

h
a
s
 k

e
p

t 
th

e
 
p

r
o

g
r
a
m

m
e
s
 

V
E

y
 
lr

e
e
"
. 

C
u

r
ta

il
m

e
n

t 
o

f 
p

u
b

li
c
 e

x
p

en
d

it
u

re
 o

n
 
th

e
s
e
 p

r
o

g
r
a
m

m
e
s
 
to

 
a 

si
g

n
if

ic
an

t 

pu
rch

asi
ng

 po
w

er
 fi

nc
ion

ing
 in

 t
he

 ec
on

om
y 

is
 m

uc
h 

in
 e

x
ce

ss
 o

f 
w

ha
t 

is
 n

ec
es

ba
 

m
ain

tai
n 

th
e 

no
rm

al
 p

ric
e 

le
ve

l 
Si

nc
e 

al
l 

re
so

ur
ce

s 
a
re

 fu
lly

 u
til

ise
d,

 i
nc

re
as

e 
in

 o
u

el
 

de
ma

nd
 is

 u
na

bl
e 

to
 in

cr
ea

se
 em

plo
ym

en
t b

ut
 o

nl
y 

alt
ern

ati
ve

 le
ft 

is
 a

 
ri

se
 i

n 
th

e 
pr

ic
e 

th
e 

Co
mp

ens
ato

ry m
ec

ha
nis

m 
re

le
rs

 to
 th

at
 d

ev
ice

 b
y 

w
hi

ch
 s

uc
h 

flu
ctu

ati
on

s 
an

d 
e
o

m
 

le
 

ins
tab

lity
 ca

n
 b

e 
ch

ec
ke

d. 
Th

er
e 

ar
e 

a 
nu

m
be

r o
f f

isc
al 

ins
tru

m
en

ts 
to

 a
ch

ie
ve

 u
i 

can
nol

 
sta

bil
isa

tio
n a

nd
 pu

bli
c 

exp
end

itu
re 

is
 o

n
e
 o

f 
it 

o
m

t
 

W
A

 Le
wi

s, 
Th

e
Th

eor
y o

f 
Ec

on
om

ic 
Gr

ow
th'

. 
Th

ou
gh

 p
ub

lic
 e

xp
en

di
tu

re
 a

lo
ne

 c
a 



PU
BL

IC 
EC

ON
OM

 

a d
e
f
i
n

i
t
e
 li

m
it

 of
 25

 pe
r
 c
e
n

t
 a
s
 a 

cr
it

ic
al

 li
m

it
 B

ut
, t

h
e
 e

m
p

i
r
i
c
a
l
 e

v
i
d

e
n

e
 

t
h

a
t
 se

v
e
ra

l c
o

u
n

t
r
i
e
s
 h

a
v

e
 v

i
o

l
a
t
e
d

 t
h

i
s
 c
r
i
t
i
c
a
l
 l
i
m

i
t
 d

u
r
 

t
r
e
n

d
s
.
 F

u
r
t
h

e
r
m

o
r
e
,
 

b
u

d
g

e
ta

r
y

 a
c
ti

v
it

ie
s
 w

o
u

l
d

 le
a
d

 t
o

 i
n

f
l
a
t
i
o

n
 w

h
ic

h
 

m
a
n

n
e
r
 i
n

 w
h

i
c
h

 p
u

b
li

c
 e

x
p

e
n

d
i
t
u

r
e
 is

 i
n

c
u

r
r
e
d

.
 

earl
y d

em
ons

ita 
to

 i
ts 

ini
ali

on
an

 

dep
end

s on
 

TH
EO

R
Y

 O
F

 P
U

B
L

IC
 E

X
PE

N
D

IT
U

R
E 

2
3

 
n

it
 d

u
ri

n
g

 r
e
c
e
n

t
 p

a
s
i 

al
so

 
o

f 
w

ar
, n

e
w

 w
e
a
p

o
n

s 
h

av
e 

to
 

b
e 

p
u

rc
h

a
se

d
 f

or
 a

rm
y

. 
It

 i
n

cr
ea

se
s 

th
e
 b

u
rd

e
n

 o
f 

p
u

b
li

c
 

R
E

A
S

O
N

S
 

F
O

R
 T

H
E

 G
R

O
W

T
H

 

O
F

 P
U

B
L

I
C

 

P
u

b
li

c
 e

x
p

e
n

d
it

u
r
e
 h

a
s
 i

n
c
r
e
a
s
e
d

 m
an

if
o

ld
 in

 t
h

e 
re

c
e
n

t 
p

a
s
t
 a

n
d

 

e
x

h
ib

it
in

g
 a

n
 in

c
r
e
a
s
in

g
 tr

e
n

d
 in

 a
l
m

o
s
t
 a

ll
 c

o
u

n
t
r
i
e
s
 
o

f
 t
h

e
 w

o
r
l
d

. 
T

h
e
 

C
o

n
ti

n
. 

fa
ir

e'
 p

o
li

cy
 h

a
s
 c

o
n

t
r
i
b

u
t
e
d

 m
u

c
h

 t
o

 h
is

 t
a
c
t
 i

n
 t

h
e
 r

e
c
e
n

t
 
p

e
r
i
o

d
.
 

"
P

u
b

li
c
 e

x
p

e
n

d
it

u
r
e
 g

r
o

w
s
 
b

e
c
u

a
se

, 
an

d 
a
s
, 

p
u

b
l
l
c
 
a
c
t
i
v

i
t
i
e
s
 

i
n

c
r
e
a
s
e
 
is

 
b

o
th

 e
x

t
e
n

s
i
v

e
 
a
n

d
 i

n
te

n
si

v
e
. 

G
o

v
e
r
m

m
e
n

t
 
in

 
e
v

e
ry

 

i
n

t
e
r
m

e
d

l
a
t
e
 a

n
d

 l
o

c
a
l 
ar

e 
c
o

n
s
t
a
n

t
y

 a
s
s
u

m
i
n

g
 
n

e
w

 w
o

r
k

 
o

r
 d

u
ti

e
s
 a

n 

p
e
r
f
o

r
m

in
g

 th
e
 o

ld
e
r
 f

u
n

c
t
i
o

n
s
 
a
n

d
 
in

 
t
u

m
, 

n
e
w

e
r
 
o

n
e
s
 
a
ls

o
, 

o
n

 

e
x

p
e
n

d
i
t
u

r
e
.
 

In
 I

nd
ia

, t
he

 d
ef

en
ce

 ex
pe

nd
itu

re
 h

as
 b

ee
n 

in
cr

ea
se

d 
m

an
if

ol
d 

si
n

ce
 C

hi
ne

se
 ag

gr
es

sio
n 

in
 

19
62

 a
n

d
 w

ar
s 

w
it

h 
P

ak
is

ta
n 

in
 1

96
5 

an
d 

19
71

 
re

sp
ec

ti
ve

ly
. 

F
ut

he
rm

or
e,

 t
h

e
 d

ef
en

ce
 

ex
pe

nd
it

ur
e 

al
so

 i
n

cl
u

d
es

 th
e 

m
ai

nt
en

an
ce

 o
f a

rm
y,

 a
ir

 fo
rc

e,
 n

av
y,

 d
ev

el
op

m
en

t o
f m

il
it

ar
y 

a
rt

 a
n

d
 p

ra
c
ti

c
e
. 

O
b

v
io

u
si

y
, 

th
is

 h
a
s 

le
d

 t
o

 a
 h

u
g

e 
in

cr
ea

se
 i

n
 p

u
b

li
c 

e
x

p
e
n

d
it

u
re

 

3.
 D

ev
el

o
p

m
en

t 
of

 A
gr

ic
ul

tu
re

. I
n 

de
ve

lo
pi

ng
 c

ou
nt

ri
es

 li
ke

 I
nd

ia
, 

th
e 

de
ve

lo
pm

en
t o

f 

ag
ric

ul
tu

re
 is

 th
e 

ke
y 

tac
to

r o
f 

th
e 

pr
og

re
ss

 o
f 

th
e 

ec
on

om
y.

 T
h

e
 g

ov
er

nm
en

t 
h

a
s 

co
m

e 
to

 

k
n

o
w

 t
h

e
 e

ff
ec

t 
o

f 
a
g

ri
c
u

lt
u

re
 o

r 
th

e
 i

n
d

u
st

ry
 s

ec
to

r.
 T

h
e
 i

n
te

r-
re

la
ti

o
n

sh
ip

 b
et

w
ee

n
 a

g
ri

cu
lt

u
re

 

an
d

no
n-

ag
ric

ul
tu

re
 se

c
to

r 
c
a
u

s
e
s
 t

h
e

de
ve

lo
pm

en
t 

o
f 

bo
th

th
e

s
e
c
to

rs
. 

T
h

e 
ex

p
an

si
o

n
 o

f 
ag

ri
cu

lt
ur

al
 s

ec
to

r 
pr

ov
id

es
 a

 s
ti

m
ul

us
 t

o 
in

du
st

ri
al

is
ai

on
. O

n
 th

e 
o

th
er

 h
an

d
, i

n
d

u
st

ri
al

 s
ec

to
r 

al
so

 h
el

ps
 to

 s
up

pl
y 

m
od

er
m

 to
ol

s 
an

d 
im

pl
em

en
ts

 to
 it

 w
hi

ch
 

in
 tu
rn

 a
re

 re
sp

on
sib

le 
fo

r t
he

 ri
se

 in
 ag

ric
ul

tu
re

 pr
od

uc
tiv

ity
. T

he
 go

ve
rn

m
en

ts 
ar

e s
pe

nd
in

g 
h

u
g

e
 a

m
o

u
n

ts
 f

o
r 

th
e
 d

ev
el

o
p

m
en

t 
o

f 
ag

ri
cu

lt
ur

e 
s
e
c
to

r
. 

S
o 

th
e
 l

oa
ns

, 
su

b
si

d
is

ed
 f

er
ti

li
ze

rs
 

an
d

 p
es

tic
id

es
 o

n
 
m

in
im

um
 p

ri
ce

s 
a
r
e
 
gi

ve
n 

fo
r 

it
s 

b
e
tt

e
rm

e
n

t 
Th

ey
 a

ls
o

 s
pe

nd
 a

 
lo

t 
o

f 

m
o

n
e
y

 o
n

 
ag

ri
cu

ltu
ra

l 
re

s
e
a
rc

h
 a

n
d

 c
o

n
s
e
rv

a
ti

o
n

 p
ro

g
ra

m
m

es
. 

4
. 

U
rb

an
is

at
io

n
. T

h
e 

sp
re

ad
 o

f 
th

e
 u

rb
a
n

is
a
ti

o
n

 i
s 

a
n

o
th

e
r 

fa
ct

o
r 

fo
r 

th
e 

re
la

ti
v

e 
gr

ow
th

 

of
 pu

bl
ic

 e
xp

en
di

tu
re

 in
 th

e 
m

od
er

n 
tim

es
. T

he
re

 h
as

 b
e
e
n

 i
n

c
re

a
s
e
d

 te
nd

en
cy

 o
f e

xp
en

di
tu

re
 

o
n

 c
iv

il
 a

d
m

in
is

tr
a
ti

o
n

 w
it

h
 t

h
e
 r

is
e 

of
 p

op
ul

at
io

n 
în

 t
h

es
e 

a
r
e
a
s
. 

E
xp

en
se

s 
o

n
 w

a
te

r 
su

pp
ly

, 

el
ec

tr
ic

it
y,

 t
ra

ns
po

rt
, 

m
ai

nt
en

an
ce

 o
f r

oa
ds

, e
du

ca
tio

na
l in

st
it

u
ti

o
n

s.
 u

a
fñ

c
 c

on
tr

ol
s,

 p
ub

lic
 

he
al

th
 h

a
v

e
 i

n
c
re

a
se

d
 t

re
m

en
d

o
u

sl
y

 in
 t

h
e
se

 d
ay

s. 
H

en
ce

. 
in

c
re

a
s
e
 i

n
 e

xp
en

di
tu

re
 o

n
 c

iv
ic

 

a
m

e
n

it
ie

s 
h

a
s 

le
d

 t
o

 a
n

 
u

p
w

ar
d

 i
n

c
re

a
se

 i
n

 p
ub

lic
 e

xp
en

di
tu

re
. 

LI
C 

EX
PE

N
D

IT
U

 tin
ues

 Lais
se 

act
ivi

tie
s 

inc
rea

se.
 Th

a 
cen

tral 
nd

 a
re

 c
on

sta
nt

y 
an

 
ev

er
 l

arg
er 

C.C
. 

Ple
hn 

c
a
l
e
"
2

 

T
h

e
re

fo
re

, s
ta

ti
s
ti

c
s
 of

 pu
bi

c e
x

p
e
n

d
it

u
re

 b
y 

m
o

d
er

n
 w

e
l
f
a
r
e
 g

o
v

e
r
n

m
e
n

t
 

su
c
h

 p
er

si
st

en
t 

in
c
re

a
se

, 
s
o

 
th

a
t 

A
d

o
lp

h
 W

a
g

n
e
r'

s
 la

w
 
o

f
 i

nc
re

as
in

gg
 

ac
ti

v
it

ie
s 

p
ro

v
e
d

 e
m

p
ir

ic
a
ll

y
. 

L
e
t 
u

s
 e

x
a
m

in
e
 th

e 
r
e
a
s
o

n
s
 r

e
sp

o
n

si
b

le
 fo

r 
in

d
u

c
in

g
 i
n

c
r
e
a
s
e
d

 v
o

lu
m

e
 o

f
e
m

 

lemo
nstra

te 
cr

ea
si

ng
 e

xp
an

si
on

 o
f 

sta
 

en
ts

 ex
pe

nd
itn

 

1.
 W

e
lf

a
re

 S
ta

te
s
. 
In

 th
e 

m
o

d
er

n
 ti

m
es

, s
ta

te
s a

re
 th

e 
w

el
fa

re
 s

ta
te

s
. 
T

he
y 

ha
ve

 the
s 

o
f p

ro
m

ot
in

g 
th

e 
ec

on
om

ic
, p

ol
iti

ca
l a

nd
 so

ci
al

 lif
e o

f t
he

 p
eo

pl
e.

 It
 i

s 
th

e
 m

o
ra

l 
d

u
t a

ft
 

st
a
te

 t
o

 im
pr

ov
e 

th
e 

liv
in

g 
st

an
d

ar
d

 o
f t

h
e
 g

en
er

al
 p

ub
li

c.
 T

o
 a

c
h

ie
v

e
 t

h
is

 a
im

, 
th

e 
sta

te 
h 

to
 u

nd
er

ta
ke

 s
o

 m
an

y
 w

el
fa

re
 f

u
n

c
ti

o
n

s
 l

ik
e 

e
d

u
c
a
ti

o
n

, 
p

u
b

li
c 

h
e
a
lt

h
 e

tc
. 

T
h

is
 is

 t
ru

e in
 

ty
pe

s 
o

f 
go

ve
rn

m
en

ts
 e

it
h

er
 c

ap
ita

lis
tic

 o
r
 
c
o

m
m

u
n

is
t 

g
o

v
er

n
m

en
t.

 S
ta

te
 in

ter
ve

nt
io

n 

in
cr

ea
sin

g 
th

ro
ug

h 
le

gi
sla

tiv
e 

an
d

 a
d

m
in

is
tr

a
ti

v
e
 
m

e
a
s
u

r
e
s
 
to

 
e
n

h
a
n

c
e
 
pr

od
uc

tio
n 

ad
 

im
pr

ov
in

g 
d

is
tr

ib
u

ti
o

n
 s

ys
te

m
. 

T
h

e 
s
ta

te
 s

a
ti

si
e
s 

m
an

y
 w

a
n

ts
 
o

f 
th

e
 s

o
ci

et
y

 c
ol

lec
tiv

e 

w
hi

ch
 w

e
re

 e
ar

li
er

 s
at

is
fñ

ed
 i

nd
iv

id
ua

ly
. 

K
ey

ne
s 

an
d

 o
th

e
rs

 a
r
e
 
o

f 
th

e
 o

pi
ni

on
 th

at 
salk

 
m

u
st

 i
nt

er
ve

ne
 i

n
 t

h
e 

e
c
o

n
o

m
ic

 s
ys

te
m

 o
f 

th
e 

co
un

tr
y 

to
 s

e
c
u

r
e
 s

ta
b

il
is

a
ti

o
n

 i
n

 a
d

v
an

ce
 

co
un

tri
es

 a
nd

 a
cc

el
er

at
io

n 
of

 ra
te

 o
f g

ro
w

th
 i

n 
un

de
rd

ev
el

op
ed

 c
o

u
n

tr
ie

s.
 T

h
e 

n
ew

 fu
nc

ta
s 

ar
e

so
ci

al
 in

sr
an

ce
, u

n
em

p
lo

y
m

en
t r

el
ie

fs
, c

h
e
a
p

 m
e
d

ic
a
l 

f 

fac
ilit

ies
 e

tc
 T

h
e 

st
at

e 
ha

s 
c
o

m
e
 t

o
 r

ed
uc

e 
th

e 
so

ci
al

 in
eq

ua
lit

ie
s 

in
 t

h
e 

so
ci

et
y.

 E
sp

ec
ka

uy
 

un
de

rd
sv

elo
pe

d 
co

un
tr

ie
s 

su
ch

 a
s
 I

nd
ia

, t
h

e 
st

at
e 

ex
pe

nd
itu

re 
is

 r
is

in
g 

v
er

y
 1

as
t.

 

T
he

 w
elf

ar
e a

sp
ec

t o
f g

ov
em

m
en

t a
ct

iv
ity

 is
 d

es
cr

ib
ed

 a
s t

h
e
 p

re
ss

ur
e 

fo
r 

so
ci

al
pi

od
 

a
s
 u

n
d

e
r:

 

5
. 

D
e
m

o
c
ra

c
ti

c
 a

n
d

S
o

c
ia

li
st

ic
 S

tr
u

c
tu

re
 o

f 
th

e
G

o
v

e
m

m
e
n

t.
 T

h
e

gr
ow

th
 o

f d
em

oc
ra

cy
 

a
n

d
 s

o
c
ia

li
sm

 e
ve

ry
w

he
re

 i
n

 t
h

e
 w

o
rl

d
 h

a
s 

b
e
e
n

 r
es

po
ns

ib
le

 f
o

r 
th

e
 i

n
cr

ea
se

 o
f 

pu
bl

ic
 

ex
pe

nd
it

ur
e 

to
 a

 
gr

ea
te

r 
e
x

te
n

t.
 A

 d
e
m

o
c
ra

c
ti

c
 f

o
rm

 o
f 

g
o

v
e
rn

m
e
n

t 
is

 m
o

r
e
 e

xp
en

si
ve

 t
h

a
t 

th
e
 o

th
e
r 

fo
rm

s
 o

f 
g

o
v

e
rn

m
e
n

t.
 F

o
r 

in
st

a
n

c
e
, 

de
m

oc
ra

cy
 in

 Î
n

d
ia

 h
a
s 

b
e
c
o

m
e
 a 

co
st

ly
 af

fa
ir.

 
E

xp
en

di
tu

re
 o

n
 
el

ec
ti

on
, 

by
e-

el
ec

tio
n 

a
n

d
 a

d
m

in
is

tr
a
ti

v
e
 s

e
t
 
u

p
 i

s 
in

cr
ea

si
ng

. 
T

h
e
 r

ul
in

g 

pa
rt

y 
h

a
s
 to

 p
er

su
ad

e 
th

e
 p

ub
lic

 o
p

in
io

n
 i

n
 t

h
ei

r 
fa

v
o

u
r 

by
 m

ak
in

g 
ex

ce
ss

iv
e 

ex
pe

nd
itu

re
s 

o
n

 n
e
w

 p
ol

ic
ie

s.
 F

u
rt

h
e
rm

o
re

, 
th

ey
 h

a
v

e
 t

o
 f

ul
fi

ll
 t

h
ei

r 
pr

om
is

es
m

a
d

e
 i

n
 t

h
e
 m

a
n

if
e
s
to

 a
t 

th
e 

tim
e 

o
f 

e
le

c
ti

o
n

. 
Si

m
ila

rly
, t

h
e
re

 i
s 

gr
ad

ua
l s

h
if

t 
o

f 
th

in
ki

ng
 f

ro
m

 c
ap

it
al

is
m

 t
o

 so
ci

al
is

m
 

w
ith

 th
e 

re
s
u

lt
 t

h
a
t 

s
ta

te
 g

o
v

e
rn

m
e
n

ts
 h

a
v

e
 t

o
 s

h
o

u
ld

e
r 

la
rg

er
 r

es
po

ns
+b

ili
tie

s 
to

 p
er

fo
rm

 

sO
c
ia

l 
a
c
ti

v
it

ie
s
. 

P
u

b
li

c
 s

e
c
to

r 
a
n

d
 n

a
ti

o
n

a
li

s
a
ti

o
n

 a
r
e
 e

qu
al

y 
re

sp
on

si
bl

e 
to

 p
us

h 
th

e
 p

ub
li

c 

e
x

p
e
n

se
s 

to
 

a 
la

rg
er

 e
x

te
n

t.
 

iti
es

, o
ld

 a
ge

 p
en

si
on

s, 
ho

usi
g 

6.
 R

u
ra

l 
D

ev
el

o
p

m
en

t 
S

c
h

e
m

e
s
. 

T
h

e
 g

o
v

e
rn

m
e
n

t 
h

as
 t

o
 s

pe
nd

 h
ug

e 
am

ou
nt

 fo
r th

e
 

de
ve

lo
pm

en
t o

f 
ru

ra
l 

fo
lk

 i
n

 t
h

e
 d

ev
el

op
in

g 
c
o

u
n

tr
ie

s
 li

k
e 

In
d

ia
 w

h
er

e 
m

aj
or

it
y 

o
f 
po

pu
la

tio
n 

iv
es

 in
 v

ill
ag

es
. 

It
 h

a
s 

to
 
u

n
d

e
rt

a
k

e
 s

c
h

e
m

e
s
 l

ik
e 

co
m

m
un

it
y 

de
ve

lo
pm

en
t 

pr
oj

ec
ts 

an
d 

o
th

e
r 

so
c
ia

l 
m

e
a
s
u

r
e
s
. 

In
 I

n
d

ia
, 

m
a
n

y
 s

u
c
h

 s
c
h

e
m

e
s
 h

av
e 

b
e
e
n

 i
n

tr
o

d
u

c
e
d

 t
o

 e
ra

di
ca

te
 th

e 

po
ve

rty
. T

he
y 

a
r
e
 ID

R
P,

 D
P

A
P

, 
N

R
E

P
, T

R
Y

S
E

M
, 

C
S

R
E

, 
D

D
P

. 
S

F
D

A
/M

F
A

L
A

 e
tc

. 
U

n
d

o
u

b
te

d
ly

, 

n
e
y

 h
a
v

e
 r

a
is

e
d

 t
h

e 
ex

pe
nd

it
ur

e 
o

f 
th

e
 g

o
v

e
n

m
e
n

t 
m

a
n

if
o

ld
. 

7
. 

In
d

u
s
tr

ia
l 

D
ev

el
op

m
en

t.
 A

ft
er

 w
o

rl
d

 d
ep

re
ss

io
n.

 g
o

v
e
rn

m
e
n

t t
o

o
k

 ac
tiv

e p
ar

tic
ip

at
io

n 

To
 p

ro
m

o
te

 a
n

 
in

d
u

st
ri

a
l 

de
ve

lo
pm

en
t.

 A
ct

ua
lly

, 
it

 b
ro

ug
ht

 a 
ha

pp
ie

r 
li

fe
, 

hi
gh

er
 st

an
da

rd
 

or
 iv

in
g,

 in
cr

ea
se

d
th

e
 e

ff
ic

ie
nc

y
a
n

d
 r

a
is

e
d

 t
h

e
 p

ro
du

ct
io

n 
o

f a
ll

 co
m

m
od

iti
es

 to
 a 

su
ff

ic
ie

nt
 

ev
el

. I
n 

a
d

d
it

io
n

 
to

 
it,

g
o

v
e
rn

m
e
n

t
a
ls

o
to

o
k

m
e
a
s
u

r
e
s
 
to

 c
o

n
tr

o
l 

m
o

n
o

p
o

li
es

 a
nd

to
 

rO
V

id
e c

on
au

m
er

 g
oo

ds
 a

n
d

 s
e
rv

ic
e
s
 a

t 
re

d
u

c
e
d

 c
o

s
t.

 T
h

is
 l

e
d

 n
a
tu

ra
ly

 t
o

 a
 

gr
ea

te
r 

s
h

a
r
e
 

fo
r 

pu
bl

ic
 e

xp
en

di
tu

re
s.

 

by 
Wa

gne
r. A

coo
rdi

ng 
to 

W
ag

ne
r's 

hy
po

th
es

is,
 th

e 
pr

es
su

reo
iso

cia
l r

ef
or

m
 m

ay
 be

 re
h

 
og

re
s 

as 
the

 ro
ot 

ca
iu

se
 o

f 
th

e 
re

la
tiv

e 
gr

ow
th

 o
f 

th
e 

pu
bl

ic
 e

xp
en

di
tu

re
 t

od
ay

. 
lon

me
 

tun
cti

on
s h

av
e n

ece
ssi

tat
ed

 th
e 

ad
op

tio
n 

of
 th

e 
st

ra
te

gy
 o

f 
pl

an
ne

d 
ec

on
om

ic
 de

 
w

hi
ch

 in
vo

lv
es

 h
ug

e a
m

ou
nt

 o
f 

ex
pe

nd
itu

re.
 

the
 sp

her
e o

f n
uc

de
ar

 w
ea

po
ns

, 
th

er
e 

is 
a 

gr
av

e 
th

re
at

 o
f 

fo
rei

gn
 a

tta
ck

s. 

h
n

o
lo

g
y

u
 

ts
 de

len
 

2.T
o 

me
et 

the
 D

ef
en

ce
 N

ee
ds

. D
ue

 t
o

 ra
pi

d
gr

ow
th

of 
th

e s
ci

en
ce

an
d 

tec
u e 

po
lin

a 
sin

uat
ion

 all
 ov

er 
the

 w
or

ld
 is

 u
nc

er
ta

in
 a

nd
 in

se
cu

re
. 

If 
o

n
e
 co

un
itr

y 
str

en
gu

 
nt

ic
lp

a 
tor

ces
, th

e o
the

r c
ou

ntr
ies

 ar
e
 fo

rc
ed

 to
 ta

ke
 s

im
ila

r s
te

ps
 in

 th
ei

r s
elf

-d
ete

nc
e v

er
y

 co
 

h
e 

ma
nuf

act
üre

 of
 m

od
er

n 
nu

cl
ea

r w
ea

po
ns

, t
ra

in
in

g 
an

d 
pla

nn
ing

 of
 ar

m
yo

f t
ech

n 
an

au
r. 

1
h

e 
tec

hn
iqu

e o
f w

a
r 

is 
a 

ch
an

gin
g 

ph
en

om
en

on
 a

nd
 w

lth
 th

e 
c
h

a
n

g
 

8.
 R

is
in

g
 P

o
p

u
la

ti
o

n
. 

T
h

e
 g

ro
w

th
 o

f 
po

pu
la

ti
on

 i
s 

al
so

 r
es

p
o

n
si

b
le

 f
o

r 
in

c
re

a
s
e
 i

n
 th

e 

P
u

D
i
c
 e

x
p

e
n

d
it

u
re

 a
s
 t

h
e
 g

o
v

e
m

m
e
n

t 
n

e
e
d

s 
m

o
n

e
y

 t
o

 p
er

fo
rm

 v
a
ri

o
u

s
 f

u
n

c
ti

o
n

s
 e

tf
ic

ie
n

tl
y

. 

2 
C.

c. 
Ple

hm
, T

ntr
od

uc
tio

n
to

 P
ub

lic
Fi

na
nc

e. 



rU
BL

IC
 E

CO
NO

MA
 

in
 t
a
c
t
,
 ri

si
n

g
 p

o
p

u
l
a
t
i
o

n
 is

 a 
g

r
a
v

e
 t
h

r
e
a
t
 

t
o

 t
h

e
 d

e
v

e
l
o

p
m

e
n

t
 o

f
 

T
he

 s
t
a
t
e
 b

e
a
r
s
 a

d
d

i
t
i
o

n
a
l
 r
e
s
p

o
n

s
i
b

i
l
i
t
y

 o
f
 s

o
lv

in
g

 p
r
o

b
l
e
m

s
 s
u

c
h

 a
s 

h
o

u
s
i
n

g
 a
n

d
 
s
a
n

i
t
a
t
i
o

n
 e

t
c
.
 T

h
e
 
g

o
v

e
r
n

m
e
n

t
 h
aS

 a
l
s
o

 
t
o

 c
h

e
c
k

 t
h

e
 g

ro
 

S
o

 it
 ha

s to
 s
p

e
n

d
 h

u
g

e
 a
m

o
u

n
t
 f
o

r
 t
h

e
 f
a
m

i
y

 p
l
a
n

n
i
n

g
 p

r
o

g
r
a
m

m
e
 

p
e
o

p
l
e
 to

 h
a
v

e
 s

m
a
l
l
 f

a
m

i
l
y

. 

9
. 

G
r
o

w
t
h

 

o
f 

T
r
a
n

s
p

o
r
t
 

a
n

d
 

C
o

m
m

u
n

i
c
a
t
i
o

n
.
 

T
h

e
 g

r
o

w
t
 

c
o

m
m

u
n

i
c
a
t
i
o

n
 is

 a
n

o
t
h

e
r
 f
a
c
t
o

r
 w

h
i
c
h

 h
a
s
 c

o
n

t
i
b

u
t
e
d

 t
o

 i
n

c
r
e
a
s
e
 th

e
 

e
x

p
a
n

s
io

n
, 

th
e
 s

t
a
t
e
 h

a
s
 t

o
 s

p
e
n

d
 to

 
m

a
i
n

t
a
i
n

 

q
u

i
c
k

 a
n

d
 e

l
i
c
i
e
p

e
n

d
i
h

P
o

 

G
o

v
e
m

m
e
n

t
 is

 s
u

p
p

o
s
e
d

 to
 r
u

n
 t
h

e
s
e
 se

rv
ic

e
s e

v
e
n

 a
t
 n

o
 p

ro
fi

t n
o

 lo
ss

 h
a
e
 
s
p

o
r
 

in
 b

a
c
k

w
a
rd

 an
d

 u
n

d
e
r
d

e
v

e
l
o

p
e
d

 

c
o

u
n

t
r
i
e
s
,
 
h

a
s
 t

o
 m

a
k

e
 h

u
g

e
 in

v
e
s
t 

h
e
 

a
n

d
 c

o
m

m
u

n
i
c
a
t
i
o

n
 
to

 c
a
t
e
r
 t
h

e
 n

e
e
d

s
 o

f
 th

e
 g

e
n

e
r
a
l
 p

u
b

li
c
. 

1
0

. 
T

o
 c

h
e
c
k

 t
h

e
 B

u
s
i
n

e
s
s
 F

l
u

c
t
u

a
t
i
o

n
s
.
 

A
s 

w
e 

a
r
e
 f

a
m

i
l
i
a
r
 t
h

a
t 

f
i
s
c
a
l
 

re
c
o

g
n

is
e
d

 as
 a 

c
o

n
tr

o
ll

in
g

 m
e
a
s
u

r
e
 

d
u

ri
n

g
 c

y
c
li

c
a
l 
t
l
u

c
t
u

a
d

o
n

s
,
 
th

u
s
. 

to
 s

p
e
n

d
 a 

hu
ge

 p
u

b
ic

 e
x

p
e
n

d
it

u
r
e
 in

 t
h

e
 p

e
ri

o
d

 o
f
 d

e
p

r
e
s
s
i
o

n
 o

r
 r
e
c
e
s
e
f
0

v
e
m

 

e
c
o

n
o

m
y

, 
th

e
 p

ol
ic

y is
 d

e
si

g
n

e
d

 to
 m

a
i
n

t
a
i
n

 f
u

ll
 e

m
p

l
o

y
m

e
n

t
.
 
In

 a
 

le
ss

 d
e
. 

th
e
 th

eo
ry

 o
f f

u
n

c
t
i
o

n
a
l
 f
in

a
n

c
e
 r

e
q

u
ir

e
s 

th
e
 g

ro
w

th
 o

f
 p

u
b

li
 

e
m

p
lo

y
m

e
n

t 

1
1

. A
do

pt
io

n 
of

 Pl
an

ni
ng

. I
n

 th
e 

m
o

d
e
m

 w
or

id
, a

ll 
p

o
p

u
la

r
 g

o
v

e
r
n

m
e
n

t
s
 

cou
ntri

es 
like 

poo
 

, u
nem

plo
ym

 
3

0
 

T
H

E
O

R
Y

 O
F

 P
U

B
L

IC
 E

X
P

E
N

D
IT

U
R

E
 

16
. 

D
ef

ec
tl

iv
e 

A
d

m
in

is
tr

at
io

n
. 

G
en

er
al

ly
, 

th
er

e 
ar

e 
ex

tr
av

ag
an

ce
s 

an
d

 w
as

ta
g

e 
in

 

ac
du

in
is

tra
tlo

n 
as

 th
es

e 
un

ne
ce

ss
ar

ily
 c

re
at

e 
m

ul
tip

lic
ity

 o
f 

w
o

rk
 i

n
 g

ov
er

nm
en

t 
o

fi
c
e
s.

 A
s 

a
r
e
s
lt

, 
th

er
e.

 is
 h

u
g

e
 i

n
c
re

a
se

 i
n

 t
h

e 
p

u
b

li
c 

ex
p

en
d

it
u

re
 t

o
 m

e
e
t 

th
e
se

 e
x

p
e
n

se
s.

 

17
. 

C
h

an
g

e 
in

 
A

tt
it

ud
e 

to
w

ar
d

s 
G

ov
er

nm
en

t.
 

S
om

e 
o

f 
th

e 
in

cr
ea

se
 i
n

 t
h

e 
pu

bl
ic

 

ex
pe

nd
itu

re
 is

 a
lso

 d
ue

 to
 g

en
er

al
 p

ub
li

e 
pe

rc
ep

ti
on

 o
f 

a 
ch

an
ge

 i
n

 i
ts

 a
tt

it
u

d
e
 t

o
w

a
rd

s 
th

e
 

v
e
rn

m
e
n

t.
 E

ar
li

er
, 

th
e 

g
o

v
er

n
m

en
ts

 w
er

e 
fe

ar
ed

 a
s 

a 
so

ur
ce

 o
f 

ty
ra

nn
y 

an
d

 a
rb

it
ra

ry
 

w
e
r
. T

o
d

ay
 it

 i
s 

ge
ne

ra
ll

y 
be

li
ev

ed
 t

ha
t 

a 
fa

ir
 d

ea
l 

to
 t

he
 c

o
m

m
o

n
 m

an
 c

an
 b

e 
gi

ve
n 

o
n

y
 

hy
 t

h
e
 
go

ve
rn

m
en

t. 
Ri

ch
 a

n
d

 
ab

un
da

nt
 li

fe
 

c
a
n

 
b

e
 

a
c
h

ie
v

e
d

 
on

ly
 b

y 
re

ly
in

g 
o

n
 
th

e
 

go
ve

rn
m

en
t. 

It
 

is
 
m

ai
nl

y 
d

u
e
 
to

 
fo

llo
w

in
g 

fa
c
to

rs
: 

(a
T

ec
hn

ic
al

 c
ha

ng
es

 h
a
v

e
 i

n
c
re

a
se

d
 t

h
e 

fe
eli

ng
 o

f 
in

te
rd

ep
en

de
nc

e 
a
n

d
 t

h
e
 in

ab
ili

ty
 

of 
m

an
y

 t
o

 w
or

k 
ou

t 
th

ei
r 

o
w

n
 
sa

lv
at

io
n

 a
m

id
st

 f
o

rc
es

 m
a
n

y
 o

f 
w

hi
ch

 a
re

 w
a
y

 
b

e
y

o
n

d
 t

h
e
ir

 c
o

n
tr

o
l.

 

(b
)E

co
no

m
ic

 s
ys

te
m

 w
h

ic
h

 w
o

rk
e
d

 w
el

l 
in

 a
 

la
is

se
z 

fa
ir

e 
s
e
t 

u
p

 s
e
e
m

s
 
to

 h
a
v

e
 b

e
e
n

 

hi
ja

ck
ed

 b
y 

th
e
 e

xp
lo

ita
tiv

e 
te

n
d

e
n

c
ie

s 
o

f 
ce

rt
ai

n
 r

ic
h

 g
ro

u
p

s 
a
n

d
 m

on
op

ol
is

tic
 

fo
rc

es
 f

or
ci

ng
 t

h
e
 g

o
v

er
n

m
en

t 
to

 s
te

p 
in

 t
o

 b
a
la

n
c
e
 s

u
c
h

 i
ne

qu
al

it
ie

s 
a
n

d
 k

ee
p 

th
e
 

e
c
o

n
o

m
y

 i
n

 p
er

fe
ct

 b
a
la

n
c
e
. 

W
h

il
e 

g
o

v
e
rn

m
e
n

t 
is

 n
o

t 
ex

pe
ct

ed
 t

o
 
a
c
h

ie
v

e
 a

n
d

 

m
ai

nt
ai

n 
e
c
o

n
o

m
ic

 s
ta

bi
lit

y,
 b

u
t 

it
 c

a
n

 
de

fi
ni

te
ly

 h
el

p 
by

 i
n

cr
ea

si
n

g
 p

ub
li

c 

ex
pe

nd
it

ur
e.

 

(C
) 

A
n

 in
cr

ea
si

ng
 h

um
an

ity
 d

ep
lo

re
s 

th
e
 p

re
se

n
c
e
 o

f 
p

o
v

e
rt

y
 a

n
d

 d
e
m

a
n

d
s 

co
ll

ec
ti

v
e 

a
c
ti

o
n

 b
y 

th
e
 g

o
v

er
n

m
en

t 
to

 a
ll

ev
ia

te
 t

h
e
 p

o
v

er
ty

 a
n

d
 a

m
e
li

o
ra

te
 s

uf
er

in
g 

o
f 

th
e
 

m
a
s
s
e
s
 
by

 e
ng

ag
in

g 
in

 p
ub

lic
 w

el
fa

re
 a

n
d

 p
ub

li
c 

w
o

rk
s.

 

(d
) 

P
o

li
ti

ca
l 

a
n

d
 
e
c
o

n
o

m
ic

 p
ro

bl
em

s 
h

a
v

e
 b

e
c
o

m
e
 
m

o
r
e
 
co

m
pl

ex
 w

h
ic

h
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