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The term finance refers to the management, development, and study of money and investments. It entails the use of credit and debt, securities, and investment to fund current projects with future earnings. Because of this temporal aspect, finance is strongly related to the time value of money, interest rates, and other relevant subjects.
 Finance can be broadly divided into three categories: Public finance; Corporate finance and Personal finance. There are many other specific categories, such as behavioral finance, which seeks to identify the cognitive (e.g., emotional, social, and psychological) reasons behind financial decisions.



1. Public finance: includes tax, spending, budgeting, and debt issuance policies that affect how a government pays for the services it provides to the public.


1.1 Taxes: Taxation is the imposition of taxes, or mandatory contributions to the government, in order primarily to acquire real resources for governmental activities.
 In countries where private enterprise prevails, governments do not own extensive resources. At the same time, in the modern world their expenditures account for a relatively large share of national income or output. To finance these expenditures, they must derive the necessary revenue1 from the private sector of the economy— from individuals, businesses, and corporations.
 A tax intends to move resources away from private use; tax policy seeks to achieve that movement with the least possible economic or social harm.
Since taxation is part of government budgets it plays an important role in government policies. The tax system itself can promote a government’s policies of stabilization and redistribution.
[bookmark: _GoBack] Although it does not allocate public goods directly (this is a function of expenditures), it provides resources and it has a certain impact on allocation as well, for instance, through tax expenditures.








 

