
Public Policy and Administra2on: 

BUDGET IN INDIA  

In order to allow 2me for the execu2ve and legisla2ve processes to go through, 

budge2ng is geared to a cycle. The process of approval is very signiûcant in a 

responsible form of government. 

 The cycle consists of four phases:  

1. Formula2on/Prepara2on and submission of Budget; 

2. Approval or enactment of Budget by the Parliament.; 

 3. Execu2on of the Budget  

4. Accoun2ng and  

5. Audit  

1.Budget Prepara2on/Formula2on: 

 In India, budget prepara2on formally begins on the receipt of a circular from the 

Department of Economic Aûairs, under Ministry of Finance some2me during 

September/October, that is, about six months before the budget presenta2on. 

The circular prescribes the 2me-schedule for sending ûnal es2mates separately for 

plan and non-plan, and the guidelines to be followed in the examina2on of budget 

es2mates to be prepared by the department concerned. The general rule is that 

the person who spends money should also prepare the budget es2mates. Budget 

proposals normally contain the following informa2on: i) Accounts classiûca2on ii) 

Budget es2mates of the current year iii) Revised es2mates of the current year iv) 

Actuals for the previous year; and V) Proposed es2mates for the next ûnancial 

year (which is the budget proper). Budget es2mates normally involve : a) Standing 

charges or commiXed expenditure on the exis2ng level of service. This can easily 

be provided for in the budget, as it is more or less based on a projec2on of the 

exis2ng trends. b) New expenditure which may be due to : i) expansion of 

programmes involving expenditure in addi2on to an exis2ng service or facility; and 



ii) new service for which provision has not been previously included in the grants. 

While (b) (i ) can be es2mated with reference to progress made and the likely 

expenditure during the next ûnancial year, budget provision for (b) (i) and (ii) 

cannot be made unless the scheme rela2ng to it is ûnally approved. The budget 

es2mates prepared by the ministries/departments according to budget and 

accounts classiûca2on are scru2nised by the Financial Advisors concerned. The 

plan items of the Central Budget are ûnalised in consulta2on with the Planning 

Commission and are based on the Annual Plan.  

2.Parliamentary Approval/Enactment of Budget:  

The es2mates of expenditure prepared by ministries/departments are transmiXed 

to the Ministry of Finance by December where these are scru2nised, modiûed 

where necessary and consolidated. The es2mates of revenue are also prepared by 

the Finance Ministry and thus the budget is ûnalised. The budget is presented to 

the Parliament generally on the last working day of February. In the ûrst stage, 

there is a general discussion on the broad economic and ûscal policies of the 

government as reûected in the budget and the Finance Minister's speech. This 

lasts about 20-25hours. In the second stage, there is a detailed discussion on the 

demands for grants, usually in respect of speciûc ministries or departments. Each 

demand for grant is voted separately. At this stage members of parliament may 

move mo2ons of various kinds. Generally these are policy cuts, economy cuts, and 

token cuts. The policy cut mo2on seeks to reduce the demand to rupee one and is 

indica2ve of the disapproval of general or speciûc policy underlying the service to 

which the demand pertains. The mo2on for economy cut is to reduce the 

proposed expenditure by a speciûed amount. A token cut in a demand is moved 

to reduce it by a nominal amount say Rs. 100 and may be used as an occasion to 

ven2late a speciûc grievance. Since it is never possible to accommodate a detailed 

discussion on each demand for grant separately, the demands that cannot be so 

discussed are clubbed together and put to the vote of the Parliament at the end of 

the period alloXed for discussion. Though the budget is presented before both 

Houses of Parliament, the demands for grants are submiXed only to the lower 

house. Demands for grants, are the execu2ve's requisi2ons for sanc2on to spend, 



and only the lower house can have a say in the maXer. While the legislature can 

object to a demand for grant, reject it or reduce it, it cannot increase the same. It 

may also be men2oned here that since no demand for a grant can be made except 

on the recommenda2ons of the President or the Governor (in the case of State), 

private members cannot propose any fresh items of expenditure. If this were 

allowed it would necessitate revision of receipts and consequently, the budget 

and some2mes may lead to improper appropria2on of public funds. Even aber the 

demands for grants have been voted by the Parliament, the execu2ve cannot 

draw the money and spend it. According to the Cons2tu2onal provisions, aber the 

demands for grants are voted by the Lok Sabha, Parliament's approval to the 

withdrawal from the Consolidated Fund of the amount so voted and of the 

amount required to meet the expenditure charged on the Consolidated Fund ,is 

sought through the Appropria2on Bill. The Appropria2on Bill aber it receives the 

assent of the President becomes the Appropria2on Act. Thus, without the 

enactment of an Appropria2on Act, no amount can be withdrawn from the 

Consolidated Fund. Since the ûnancial year of the government is from 1st April to 

31st March, it follows that no expenditure can be incurred by the government 

aber 31st March unless the Appropria2on Act has been passed by the close of the 

ûnancial year. This is generally not possible as the process of discussion of the 

budget usually goes on up to the end of April or the ûrst week of May. Thus, in 

order to enable the government to carry on its normal ac2vi2es from 1st April 2ll 

such 2me as the Appropria2on Bill is enacted, a Vote on Account is obtained from 

Parliament through an Appropria2on (Vote on Account) Bill. The proposals of 

government for levy of new taxes, modiûca2on of the exis2ng tax structure or 

con2nuance of the exis2ng tax structure beyond the period approved by 

Parliament are submiXed to Parliament through the Finance Bill. The members 

can u2lise the occasion of discussion on the Finance Bill to cri2cise government 

policies, more speciûcally the proposals regarding the taxa2on and tax laws. In 

certain cases, taxa2on proposals take eûect immediately. Since, however, passing 

of the Finance Bill may entail a 2me lag, a mechanism under which the taxa2on 

proposals take eûect immediately pending the passing of the Finance Bill exists in 

the form of Provisional Collec2on of Tax Act, 1931, which empowers the 



government to collect taxes for a period of 75 days 2ll the Finance Bill is passed 

and comes into eûect. The budget of the Central Government is not merely a 

statement of receipts and expenditure. Since Independence, with the launching of 

ûve year plans, it has also become a signiûcant statement of government policy. 

The budget reûects and shapes, and is in turn shaped by, the country's economic 

life. A background of the economic trends in the country during the current year 

enables a beXer apprecia2on of the mobilisa2on of resources and their alloca2on 

as reûected in the budget. A document, Economic Survey, is prepared by the 

government and circulated to the members of Parliament a couple of days before 

the budget is presented. The Survey analyses the trends in agricultural and 

industrial produc2on, money supply, prices, imports and exports and other 

relevant economic factors having a bearing on the budget.  

3. Execu2on of the Budget:  

The execu2on of the budget is the responsibility of the execu2ve government. The 

procedures for execu2on of the budget depend on the distribu2on and delega2on 

of powers to the various opera2ng levels. As soon as the Appropria2on Act is 

passed, the Ministry of Finance advises spending Ministries/ Departments about 

their respec2ve alloca2on of funds. The controlling oûcers in each ministry/

department then allocate and advise the various disbursing oûcers. The 

expenditure is monitored to ensure that the amounts placed at the disposal of the 

spending authori2es are not exceeded without addi2onal funds being obtained in 

2me. Thus the ûnancial system broadly consists of the following levels : a) 

controlling oûcers; normally the head of the ministry/department acts as the 

controlling oûcer; b) a system of competent authori2es who issue ûnancial 

sanc2on; c) a system of drawing and disbursing oûcers; and d) a system of 

payments, receipts and accounts . The Department of Revenue in the Ministry of 

Finance is in overall control and supervision over the machinery charged with the 

collec2on of direct and indirect taxes. Such control is exercised through the 

Central Board of Direct Taxes and the Central Board of Indirect Taxes. These 

Boards exercise supervision and control over the various opera2onal levels which 

implement diûerent taxa2on laws. The Reserve Bank of India is the central banker 



of the government. The na2onalised banks and the network of treasuries are also 

performing the service of collec2on (receipts) and disbursement of funds. 

 4. Accoun2ng: 

 Accoun2ng means keeping a systema2c record of ûnancial transac2ons. A good 

accoun2ng system is indispensable for adequate budgetary control. It is only 

through systema2c accounts supported by vouchers and receipts that the legality 

and honesty of the transac2ons as also the ûdelity of the oûcers handling the 

funds can be determined. It is through accounts only that it can be ascertained 

whether provisions of the budget as voted by the legislature have been properly 

implemented or not, i.e., how much has been spent and for what purpose and 

whether within the budgetary limits or not. Accounts furnish the valuable 

informa2on needed regarding ûnancial condi2ons and opera2ons for policy 

determining and programme making. The early and accurate accoun2ng reports 

are necessary in order to direct the course of work and future expenditures. They 

also provide the essen2al record to demonstrate the appropriate and legal use of 

funds making certain that each sub-division of an organisa2on is actually using 

money for the purpose for which it was appropriated. The accounts and the 

suppor2ng ûnancial documents provide the evidence on the basis of which 

spending oûcer jus2ûes his expenditure either to ûnance Director or to the 

auditor.  

5. Audit:  

The last stage in the execu2on of the budget is audit. The term, audit, has been 

deûned as <the process of ascertaining whether the administra2on has spent or is 

spending its funds in accordance with the terms of the legisla2ve instrument 

which appropriated the money= It is a means of enforcing accountability. 

Therefore ,the execu2ve spends public funds as authorised by the legislature. In 

order to ensure accountability of the execu2ve to the legislature, public 

expenditure has to be audited by an independent agency. The Cons2tu2on 

provides for the posi2on of the Comptroller and Auditor General of India to 

perform this func2on. It is his/ her duty to ensure that the funds allocated to 



various agencies of the government have been made available in accordance with 

law; that the expenditure incurred has the sanc2on of the competent authority; 

that rules, orders and procedures governing such expenditure have been duly 

observed; that value for money spent has been obtained and that records of all 

such transac2ons are maintained, compiled and submiXed to the competent 

authority. This is the last stage in comple2ng the budgetary cycle 

. -------------------X------------------


