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Course of the subject
Meeting 1 — 28 September
Meeting 2 - virtual meeting/e-learning

Meeting 3 — 30 November
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Sources

Internet links in the presentation
Collis, ] — Jones, P: Public Finance and Public Choice, 2009, ISBN:
9780199234783
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Method of assessement

Option 1 - oral exam

Option 2

®a maximum 15 minutes presentation
e on 30 November
*the content will be presented at the end of the day
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State finance — What it means?

Public finance

ity (EU) -fi
Community (EU) ~finance State finance

Governmental finance

General government



.

/

Public finance — What it means? History

,otate ... becomes when the individuals are not independent already, but
much is needed for them.” (Plato)

Greek philosophy saw two primary roles for public finance. The first was to
provide for public consumption; every town had its own theatre, great
works of art were scattered throughout the countryside, and annual festivals
were held. The second role for government was to raise and train soldiers
and provide finance for war, which would bring both slaves and glory
upon the city-state. It is notable that there is no word for 'unemployment' in
Greek; economic ruin meant slavery.




Public finance — What it means? History

In 1776 Adam Smith published his five volume work on "'The Nature and
Causes of the Wealth of Nations". He dealt with labour, capital, economic
development, the history of economics, and public finance. His central
claim was that self-interest can lead to the common good.
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Public finance — What it means? History

The modern theory of public finance really blossomed after the Second
World War. It owes much to the work of ].M. Keynes who questioned the
adequacy of demand in the classical system and saw a role for
government in maintaining aggregate demand at its full
employment level.

Youtube video:


https://www.youtube.com/watch?v=cAw4CKynIGI

/

—_—

=

Public finance - definition

"The investment into the nature and principles of state expenditure and state
revenue is called public finance”

,Collection of taxes from those who benetfit from the provision of public goods
by the government, and the use of those tax funds toward production and
distribution of the public goods.” - business dictionary

,Public finance is the study of the role of the government in the economy.” -
Gruber, Jonathan (2005). Public Finance and Public Policy. New York: Worth
Publications. p. 2.

"Branch of economics which deals with income and expenditure of public
authorities or the state and their mutual relation as also with the financial
administration and control the term public authorities includes ail bodies which
help in carrying on the administration of the state, - Professor Bastable -


http://www.economicsconcepts.com/public_finance.htm
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Open questions

Why do we give up (forced) a big amount of our incomes to achieve
certain goals?

Do we need more or less public services?

Could support the central goverment the development of private
companies?

Why do we need financial audit authorities?
Do we need local goverments?

[s it right that ensuring public services is not only the central goverment’s
responsibility?

[s it needed and possible to measure the quality of public services?



~ System of state finance

Actors of the national economy
Households

e Generaly final consumers but as a self-employed also could be producer or
service provider,

e HR for other actors
e Save the unspent money
Firms, financial corporations
e Collecting and redividing other actors savings
» Producers or service provider activities

e Generally net borrowers, supplementing the own resources



LESSON SUMMARY

Circular Flow Diagram




~System of state finance

Actors of the national economy

NGO (Non Govermental Organisations)
e The main goal is not the profit-making but performing community tasks
e The main part of the incomes coming from households
e Generaly final consumers
Foreign countries
e Buying national products (Export) selling own products (import)
e Flow of savings is also possible
e Flow of HR is also possible
State finance
* Final consumer, common social consumption
e Incomes coming from the other actors’ taxes, contributions
e Generally provides common social and financial services



~Group work 1 - planning a househo dai
budget

Incomes Expenses




family budget

Family budget R

Incomes

Salary of father
Salary of mother
Family allowance

(Pension)

Credit

Expenses

Catering

Overhead (heating, electricity;,
water, telephone, TV ...)

Season tickets

Health expenses (doctor, medcines)
Education

Expenses of a car

Taxes and fees

Credit repayments

— about


https://www.youtube.com/watch?v=6dElE3hDWM0
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Functions of a state
Based on the
Based on the le::)clzl(])jlilcfmic
functions :
Traditional (public power) Allccl).cat%gn .
Social (social politics) Re 1.st.r1 PUOH
Economic Stabilisation
Regulative
Based on the Financial
governmental

activities
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4 elements of state finance

Central Local
government @ goverments

Social Separated
r insurance state funds

« Health insurance
* Pension insurance
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tructure of the central government

Ministries (Ministry of Finance) [ERaSses

Tax authority other Titles
Functional Cumulation Special
budget budget appropiations
Personal
allowance

Appropriations
groups

Emphasized
appropiations




The Budget Process

1. Budget
Formulation:

The executive formulates
the draftdraft budget.

4_Budget
Oversight: 2. Budget

The budget accounts are A roval:
audited and audit findings pp .
The legislature reviews

e revnewgd by the‘ and amends the budget
legislature, which requires Sl
and then enacts it into

action to be taken by the i
executive to corect audit .
findings.

3. Budget
Execution:

The executive collects
o revenue and spends
4 money as per the

Iy allocations made in the
i INTERNATIONAL BUDGEr PARTNER budget law.
Open Budgets. Transform Lives.

Y
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~——_ Principles of budget plannin
i e

» Obligation * Prevision * Fullness

* Enforcement » Ballance * Detail

» Controllability » Stability * Transparency

* Publicity » Commonality » Continuity

* Speciality * Global coverage » Gross accounting
* Scope * Motivation » Isolating the

e Limited credit and

application incomes






Belongs to state Donations, aids,

Non-tax type

property other incomes
4 N N N 4 N
From
Taxes Duties Privatization international
organisations
_ ) \_ ) \_ ) \_ )
& Y & "y & B & oy
Profit of the From citizens
State
Fees state-owned and
monopoly : :
companies companies
\_ ) \_ ) \_ ) \_ )
4 N 4 N
Customs ’
: Penalit
duties Y
_ ) _ )
& Y
Social
security tax
\_ )




https://europa.eu/taxedu/teach

Types of taxes

Progressive

Central
(State)

Propert
.

Income

Inderect :
Consumption

Regressive



https://europa.eu/taxedu/teachers-corner_en

A kozponti koltsegvetés beveételi szerkezete

/Llnc%s of the
ungarian
national

budget, 2017

29%

Forras: Magyar Allamkincstar, Portfolio

2017, %

W tarsasagi ado
kilonadok
kkv-adok
egyeb vall. elvonasok
m afa
m jov. / fogy. / req. ado
tranz. illetek
# egyeb forg
B’ szja
egyeb lakossagi

ktgv-i szervek bevetelei

minden egyeb

——


https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwickpi5rtvdAhURmbQKHag-CIEQjRx6BAgBEAU&url=https://www.portfolio.hu/gazdasag/adozas/elkepeszto-mennyisegu-adot-fizetunk-az-allambacsinak.274611.html&psig=AOvVaw3E2VAkQFoeVL7L_SdS8ywl&ust=1538143773656706
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwickpi5rtvdAhURmbQKHag-CIEQjRx6BAgBEAU&url=https://www.portfolio.hu/gazdasag/adozas/elkepeszto-mennyisegu-adot-fizetunk-az-allambacsinak.274611.html&psig=AOvVaw3E2VAkQFoeVL7L_SdS8ywl&ust=1538143773656706

Fringe benefits tax
$4.4 billion Superannuation taxes

Individuals income tax $8.5 billion

$209.6 billion

Company and resource rent taxes
$80.4 billion

Other taxes
$8.3 billion

Other excise
$3.5 billion

———_

.....

Sales taxes
$67.3 billion

Australic
national
budget, 2017

Fuels excise
Non-tax revenue ~ Customs duty $18.7 billion
$29.0 billion $14.7 billion
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Fringe benefits tax
$4.4 billion Superannuation taxes

Individuals income tax $8.5 billion Company and resource rent taxes
$209.6 billion $80.4 billion

Other taxes
$8.3 billion

Other excise
$3.5 billion

A kozponti koltségvetés bevételi szerkezete
2017, %

W tarsasagi ado

m kiilonadok

kkv-adok
# egyéb vall. elvonasok
m afa

Fuels excise

Non-tax revenue ~ Customs duty #18.7 bilkian m jov. / fogy. / reg. ado

$29.0 billion $14.7 billion

tranz. illetek
# egyeéb forg
B’ szja

egyeb lakossagi
ktgv-i szervek bevételei

minden egyeb

Forras: Magyar Allamkincstér, Portfolio
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https://www.youtube.com/watch?v=/ZDAbs

Income taxation orDVIM

-5000 5% 20% 10%
5001-20000 10% 15% 10%
20001-100000 15% 10% 10%

100001 20% 5% 10%


https://www.youtube.com/watch?v=ZDAbs9rDVlM
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Consumption taxes — Group work 2

VAT - Value added tax

Excise duty
Green tax
Health tax



2

TASZ I ] el

\!i PP ‘@‘é"r.“ev! -
5 IVEARN

- SNINC N

AR A

o \

snvd

T MmIna

JmEvana
J13IDVUNG s
T13dVvana

pul’lnf“"' T
. A -

cfR—— ~DURACELL
— " '

Potato Chips
> NE;LM!.‘(%M)‘—--'



https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwiCksetutvdAhULK1AKHeVcAnUQjRx6BAgBEAU&url=http://www.promenad.hu/2013/09/07/onlinekassza-hu-nem-kell-kiirni-a-cigaretta-szalankenti-arat-az-uzletekben/&psig=AOvVaw1Xx3Rt2J--tgfJchB39hSj&ust=1538147024593289
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwiCksetutvdAhULK1AKHeVcAnUQjRx6BAgBEAU&url=http://www.promenad.hu/2013/09/07/onlinekassza-hu-nem-kell-kiirni-a-cigaretta-szalankenti-arat-az-uzletekben/&psig=AOvVaw1Xx3Rt2J--tgfJchB39hSj&ust=1538147024593289
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwiW_6jPu9vdAhWKZVAKHbyOBBQQjRx6BAgBEAU&url=http://sorszinhaz.hu/ezert-igyon-magyar-sort/&psig=AOvVaw0mFfK4U5MgPaUzbcZAhodR&ust=1538147365044964
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwiW_6jPu9vdAhWKZVAKHbyOBBQQjRx6BAgBEAU&url=http://sorszinhaz.hu/ezert-igyon-magyar-sort/&psig=AOvVaw0mFfK4U5MgPaUzbcZAhodR&ust=1538147365044964
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjyormqvNvdAhUHJlAKHV0mAnQQjRx6BAgBEAU&url=https://www.jegy.hu/program/hegyvideki-palinka-nap-57759&psig=AOvVaw3mBIbxHaVb68hdrSkllYer&ust=1538147537985653
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjyormqvNvdAhUHJlAKHV0mAnQQjRx6BAgBEAU&url=https://www.jegy.hu/program/hegyvideki-palinka-nap-57759&psig=AOvVaw3mBIbxHaVb68hdrSkllYer&ust=1538147537985653
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwiiwd3mvNvdAhVMZFAKHa_UBokQjRx6BAgBEAU&url=http://komlomedia.hu/11-komlo/7949-tizennyolc-kiallito-a-pecsi-csokolade-karnevalon&psig=AOvVaw2dSiyLqjbERQcnRW7R5PDR&ust=1538147671252597
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwiiwd3mvNvdAhVMZFAKHa_UBokQjRx6BAgBEAU&url=http://komlomedia.hu/11-komlo/7949-tizennyolc-kiallito-a-pecsi-csokolade-karnevalon&psig=AOvVaw2dSiyLqjbERQcnRW7R5PDR&ust=1538147671252597
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwj-nuqAvdvdAhWJZlAKHYyXAIwQjRx6BAgBEAU&url=https://www.amazon.com/Lays-Classic-Potato-Chips-Ounce/dp/B072M1NC4M&psig=AOvVaw32TTY0OxbaJZT_N_lrvvEL&ust=1538147729272313
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwj-nuqAvdvdAhWJZlAKHYyXAIwQjRx6BAgBEAU&url=https://www.amazon.com/Lays-Classic-Potato-Chips-Ounce/dp/B072M1NC4M&psig=AOvVaw32TTY0OxbaJZT_N_lrvvEL&ust=1538147729272313
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjUjPGdvdvdAhWFLFAKHZXIBosQjRx6BAgBEAU&url=https://csecsemesek.blog.hu/2016/10/15/az_energiaital_fogasztas&psig=AOvVaw2-wyRGAIGmRUQYCq1atb_W&ust=1538147796076518
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjUjPGdvdvdAhWFLFAKHZXIBosQjRx6BAgBEAU&url=https://csecsemesek.blog.hu/2016/10/15/az_energiaital_fogasztas&psig=AOvVaw2-wyRGAIGmRUQYCq1atb_W&ust=1538147796076518
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjekOe8vdvdAhWQbVAKHcImAHsQjRx6BAgBEAU&url=https://www.karpatinfo.net/cikk/gazdasag/2563904-nohet-villamos-energia-ara&psig=AOvVaw2yY54ZciYq7okrEVxsh-9Q&ust=1538147850547228
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjekOe8vdvdAhWQbVAKHcImAHsQjRx6BAgBEAU&url=https://www.karpatinfo.net/cikk/gazdasag/2563904-nohet-villamos-energia-ara&psig=AOvVaw2yY54ZciYq7okrEVxsh-9Q&ust=1538147850547228
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjekOe8vdvdAhWQbVAKHcImAHsQjRx6BAgBEAU&url=https://www.karpatinfo.net/cikk/gazdasag/2563904-nohet-villamos-energia-ara&psig=AOvVaw2yY54ZciYq7okrEVxsh-9Q&ust=1538147850547228
https://www.google.hu/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjekOe8vdvdAhWQbVAKHcImAHsQjRx6BAgBEAU&url=https://www.karpatinfo.net/cikk/gazdasag/2563904-nohet-villamos-energia-ara&psig=AOvVaw2yY54ZciYq7okrEVxsh-9Q&ust=1538147850547228

VAT — Value added tax

; ; Gt y \ Q);J’Lb
known in some countries as a A0 A -
goods and services tax M P ash oQ X,
(GST) e R
-~ 4 /a - <
is a consumption tax placed on @;\ \W‘;‘Q\@'& 3
a product whenever value is » b N e, o, |
o SR &
added at each stage of the ‘\‘DA\ <h S &%\\Q?,
i i G 5 o
supply chain, from production '\\ (S\;;,‘\, \\\53‘%

to the point of sale.

E) alamy stock photo



Excise duty

* An excise duty os excise
tax is an indirect tax on
the sale of a particular
goods such as fuel,
tobacco, alcohol

* The tax rate is high

* During the history type of
the excise products
changed
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Green tax %

* Tax paid by consumers for
products or services that are
environmentally friendly.
Intended prurpose of green tax
is to offset the negative impact
resulting from the use of non-
green products and services.
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Health tax (751

A public health tax, often
referred to as a "sin tax', is ®

Potato Chips

. =

NETWT10Z (283 ¢)

placed on goods that adversely _
affect health. Three principal
arguments are used to justify this
type of taxation. It can reduce
consumption through increased
prices; compensate society for
things like increased health
system costs; and increase
resources for the health sector.
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Customs duty

A tax or fee imposed on import or export goods to or from a country. These
taxes may be put in place to generate additional tax revenue for the
nation, or to protect domestic industries or businesses from external

competition, or to limit the use of certain products by citizens of the
nation.

Based on tariff.


https://www.youtube.com/watch?v=aZ768wyxcZY

For e-learning

EU TAXEDU portal

® https://europa.eu/taxedu/teachers-

corner en?title=&field taxedu core target group value i18n=2&field ta
xedu core type value i18n=All

EU Customs e-learning

e https://vpi.nav.gov.hu/ilias4/goto vpi client cat 29802.html?lang=en



https://europa.eu/taxedu/teachers-corner_en?title=&field_taxedu_core_target_group_value_i18n=2&field_taxedu_core_type_value_i18n=All
https://vpi.nav.gov.hu/ilias4/goto_vpi_client_cat_29802.html?lang=en
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Content of the presentation

Prepare a maximum 15 minutes presentation about your own country’s
state finance structure based on the followings:

» Elements of the state finance

e Structure of the central government (state finance)
e Main taxes, statistics

e Main expenses

e Institution structure of the state finance

e The main roles of the institutions



Thank you for your atte



