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Abstract 

Public finance management is a series of rules and procedures for mobilizing public revenue and 
the allocation of public funds. public finance management with the increasing societal needs, 
public finance management is the ultimate consortium for the efficient use of sources. In line with 
this study, the objective of this study is to review India's central government's public finance 
management. The aim of the study is to examine expenditure and tax collections, to highlight 
India's public financing system, the management quality of the funds in the existing system, the 
establishment of a consistent policy framework as well as long-term relations between the 
different indicators. The study identifies the gap in existing literature due to its limited focus on 
revenue collection management and comprehensive policies for expenditure that in the past had a 
persistent deficit. The current study identified, firstly, the contribution of various institutions and 
ministries in the centre with this multi-layered problem. Due to the much-simplified system of 
taxation, the study also recognized the changes in Central Government income patterns. The study 
then looked at changes in central government expenditure from capital expenditure to income 
expenditure. The study also tested the statistical position of the results above and estimated GDP 
to be highly influenced by income expenditure and not capital expenditure. An analysis has been 
carried out on the elasticity numbers that excelled further by the like and on the linkage between 
the changing patterns of expenditure with the changing management (after 2014 elections). 
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INTRODCUTION 
The role of the government throughout the world is to promote the well-being of the people they 
govern. Any government's defined role is due to ideology, political reasons or legal requirements. 
The management of public finances is one way any government can turn its fortunes into the 
economy. Public finance is the industry that examines the government's role in the economy. It 
explains mainly the process of generating revenues and spending by any government. Shoup (past 
1700), who founded and associated with tribal conflicts, said that "the public finance discipline 
describes and analyses government services, subsidies, social benefits and how taxes, borrowing 
and foreign aid are the basis of expenditure to these ends." 
On the contrary, Managrave (1986) took a different view and stated that 'Public finance examines 
the state's fiscal policy and how best to meet public policy goals.' Stiglitz (2002) said the public 
funding role is simply to set up and spend a government and defence funds for the country. The 
IMF (2013) said "Public financial management in developing countries such as India is nothing 
more than fine art of budgeting, spending and public profit management." 
Defining Public Finance 
It can be defined as a mechanism through which public authorities are collecting, disbursing and 
influencing the economy. Public finances are an understanding process of how the government 
collects money and provides services at different levels for public use. It deals with the financial 
activities of public sector organizations involving groups. 
The central and national levels lead to payments for the performance of their functions and the 
functioning of these sectors. These disbursements come from various revenue sources. So, in 
closing, we can say that public finances are an investigation of how government funds are 
collected and how these expenditures are carried out in various sectors of the economy. 
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Importance of Public Finance  
The following points emphasize the importance of public finances: 1) public infrastructure 
development: the development of state infrastructures is very important. The country's 
development is expected to include roads, bridges, flyovers, health centers, and many other 
projects. No private company carries out the work freely, since it will not be paid by individuals. 
The government must therefore manage the financial resources to invest in this work. 2) Many 
outbreaks or side effects of unregulated and competitive economic growth may occur. The 
government supports public finances to tackle these externalities. Like pollution, one of the worst 
side effects of industrial growth can be considered. Government can implement a number of 
pollution-reduction programmes and initiatives. 3. The government is learning how to buy and 
spend money by studying public finances. It supports resource redistribution. For instance, for 
weaker sections, taxes from economically stronger sections can be invested. 4) Helps the 
government to moderate and control the incomes of rich and poor people. This allows the 
government to implement various social security and welfare programmes. 
Scope of Public Finance  
Public financing is intended to handle public authorities' revenues and expenditure. It focuses not 
only on the finances of the central government, but also on the finances of state and local 
governments. Public finance studies include public income, public spending, public debt, certain 
fiscal system problems as a whole, such as tax administration and fiscal policy. The study of public 
finance of a country needs to encompass six main areas:  Revenue,  Inter-governmental 
financial transactions and fiscal policy,  Expenditures,  Budgeting,  Public debt,  Financial 
control. 
Growth of Public Expenditure and its Implications  
The scope clearly shows that the main components of public financial or fiscal policy include 
public income and public expenditure. But 18th and 19th-century economic theorists were 
fascinated by raising income rather than spending public money. They paid less attention to public 
spending and therefore received much fewer economic analyses. Free market philosophy was the 
main culprit behind neglecting public service expenditure, as it was called a waste exercise. 
J. S. Mill (1932) supports these philosophies, stating that "the life-business is improved if those 
who have an immediate interest in it can decide on their own costs unchecked by either a legal 
mandate or a public official interference." Another cause of negligence was "the feeling that 
expenditure level and structure were political and therefore beyond the scope of the economist. 
Thus, both universities and economists ignored the topic of public expenditure by the 19th 
century. 
However, in some 20th century events, such as the global depression, world conflict, independent 
nations, and so on, the concept of public finance and expenditure has radically changed. Many 
governments appeared over time to have turned from being direct providers to resource 
managers. This new role of government has pushed its activities in every direction, such as large 
public expenditures. 
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The situation in India was not different as it was a former colonial state; here the governments 
had to work as entrepreneurs to promote economic growth. It had to take creative steps to boost 
the deteriorating economy by investing in overhead and social capital. All these challenges of 
development have taken state activities to a higher level. As a result, the size and complexity of 
public expenditure increased. These complexities assumed five different dimensions and made 
public finances a neglected theme of public expenditure. 
Public Finance System and Mechanisms in India  
The federal structure of financial links between union government and government is used to 
develop public finances in India. The distribution of powers between centers and states was thus 
governed by India's Constitution. There are threefold distributions of legislation power between 
the centre and states in the Indian Constitution: union list, state list and concurrent list. 
The list of unions includes 100 items under the central government in accordance with the 
seventh schedule of the Indian Constitution. State list contains 61 state government retained 
items, and the concurrent list consists of 52 items not listed in the two lists referred to above. 
Furthermore, the Constitution of India sets the rules for establishing the President of India 's 
Finance Commission on five annual bases for revising tax revenue distribution among central and 
state administrations. 
India's public finance system has a long history. Public spending on civil administration and the 
defence of the country was used even under the British rule. However, the finance ministry was 
created for the determination of the long action plan after independence. On the basis of 
capitalization and employment opportunities, the Ministry of Finance began allocating heavy 
expenditure on various economic activities. However, following continuous ups and downs, 
whether in political disturbances or in periodic crises, India has failed to produce surpluses and is 
now one of the leading emerging economies with massive foreign debt funding. 
The effectiveness of the framework for public finance is now accessible from equity and pro-poor 
policies. As a result, the public financing system of India derives, apart from traditional functions, 
from the aims of national consumption, resource allocation towards public development needs 
and the financing of government business. Given the complex fiscal structure and vast expenditure 
lines in India, the authorities have noted excess expenditure compared to income. 
By 1991, government expenditure had increased sharply and even deficit financing was 
burdensome, which resulted in fiscal consolidation. Jena (2013) stressed that India's public 
budgets are guided by numerous policies, global scenarios and growth processes and the 
country's financial needs. 
REVIEW OF LITERATURE 
One of the governments 's fundamental functions is to collect taxes from the public and to 
carefully spend them on their welfare and protection. Once Kalidas remarked, "it is good for 
people only that the king collects taxes on them in the same way that the Sun only draws moisture 
from the earth to return it." Therefore, the government's revenue expenditure process, i.e. 
taxation and expenditure, is recognized essential to the achievement of the state 's objective. 
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Empirical Researches on Management of Public Finances of Central and State Government 
The phenomenon of growth in public spending was explained in Adam Smith (1776) In addition, 
he explained the role of public finance management in increasing national income function. 
Sen & Rao (2000): Presented an overview of trends and reforms in public finances. This study 
covers a six-year period from 1990 to 1996 and concludes that the Haryana Government's 
initiative to reform the sector of power and irrigation is crucial to the development of the state's 
growth potential. 
Deswal (2002) Studied Haryana State's income and expenditure patterns, concluding that the 
collection of revenue from the State has grown but is not constant. The spending on development 
and non-development activity had no balanced approach and during the 1991-2011 study period 
there was a tremendous increase in public debt. 
For the period 1975-01, Rastogi (2003) devoted his study to some aspects of the pattern of health 
expenditure in Kerala. She concluded that the government's water supply and sanitation 
expenditures increase annually, showing that during the study period, the government in Kerala's 
health expenditure pattern has improved. 
Observed that the government's fiscal methodology should be reformed to make the entire 
process more efficient. Bagchi & Chakraborty (2005 Some reforms appear to be very important. 
These include incorporation of transfers and collaborate transfers to meet both non-planned and 
planned accounts payment requirements. They suggested increasing the scope of certain 
fundamental services, such as sanitation, healthcare, education, etc. 
Mohan (2008) suggested that direct taxation account was indirectly exacerbated by decreased 
economic growth during the period 1992 to 2004 as the taxation of income earned by the 
population was eventually levied. The study therefore described an intricate stage in the structure 
of public finance in India, where ultimate free-market costs in deficits accumulating and central 
government growth decreased. 27 Vaidyanathan (2009) Annual reports or informative bulletins 
should provide in-depth insights into the nature of direct tax and different segments. These 
attributes contribute to increasing incomes for politicians and for the population as a whole. 
Throughout, therefore, India 's administration has mildly advocated the reconstruction of the 
economy on the road to development by using instruments such as public bonds, taxes and public 
expenses. 
Jaiswal (2013) expressed that for two straight reasons the central government is richer than the 
state. In the second place, the government faces the costliest heads of expenditure, as the authority 
is solely responsible for the maintenance of the laws and order, the Organisation of welfare 
activities, and the provision of education and health factories. Consequently, countries are more 
endowed with expenditure than revenues and hence centre-level grants are critical and not 
unreasonable. 
Singh (2013) concluded that the history of public finance changed three things during actions. 
First of all, the Center's fiscal policy responsibility not only confirms the action to speed up 
growth, but also helps to build social infrastructure and assist in privileged areas. Second, the 
continuing expansion of income flows and changes in  the programme for  public  spending  by  the  
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centre is also important in terms of short-term as well as long-term gains. The third is to integrate 
and improve the centre 's approach to fiscal federalism. 
Research Methodology  
The research method includes sampling, data-collection and data-analysis. 
Population and sampling 
A population is all the cases that fulfil the criteria outlined (Polit and Beck (2004)). The target 
population is the total number of cases where Polit & Beck (2004) was generalized. The target 
population in this study was several years after liberalization, globalization and privatization 
(1991 to 2017). This target population was selected because of these major changes in the 
management of public finances in that period. TREE This phase was witnessed in central 
government legislative, executive and structural changes. — This phase represents clearly the 
changing role of government affairs in economic development, with the help of growing 
government spending. Prior to 1991, the data had been ignored because it was obsolete and a 
large number of literatures had already been published to analyse the periodic variation of the 
years. In addition, the sample size will also increase with a large population and will make it 
difficult to analyse the data and generalize the results. 
Data collection 
In this section, the researcher has developed the approach to data collection with its advantages 
and disadvantages in this study. The secondary data set is the basis of this study. There is 
quantitative information used for the current analysis. Various published Indian government 
reports – budget reports, several Reserve Bank of India bulletins, Ministry of Finance publications, 
national publications of the Public Finance and Policy Institute, budgetary analytics reports, and 
tax reports – collected all the required data. 
Data are collected for this research in the form of Indian GBP annual numbers, total public 
expenditure, social-segment expenditure, human priorities expenditure, total income expenditure, 
total expenditure on capital, total scheme and non-scheduling expenditure and total development 
expenditure. The data for the period 2002-2016 were extracted. The benefit of the use of 
secondary data) The best advantage of using secondary data in this internet age is time-saving. In 
the past, secondary data collection was very tireless as physical data in libraries had to be 
checked. Revolution brought about by technology. 
The exhaustive procedure is now straightforward. In no time can search engines provide accurate 
information. Every good library has been made accessible to students and researchers on digital 
platforms. b) Earlier, secondary information was limited most of the time to libraries or specific 
institutions, not necessarily available to the public. However, things were made easy in the 
internet age because the only need to have access often is to have Internet connection. Next to a 
simple click is a multitude of information. However, it is necessary to check the validity of the data. 
c) save money, obvious from advantages from before. In general, data collection is cheaper. There 
is no additional charge for large sets of data from government records. The use of secondary data 
in comparative and longitudinal studies is one of its advantages. 
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Research Objectives 
This study seeks to analyse central government public finance management in terms of revenue, 
expenditure, debt and financial control. The specific purposes of the study are described in this 
wider context as: – Analysis of the sources of government revenue of India. T̈o look at the 
proportion of fiscal income and non-tax income and changes in central government taxation 
patterns. to analyse under the various heads the pattern of central expenditure. · To assess the 
scale, composition and pattern of budget deficit funding of public debt. · Evaluate standards and 
practices and the financial control of central government finance management. 
ANALYSIS AND INTERPRETATION 
A detailed analysis of the allocation of central government public revenue from 2002 to 2015 is 
provided in this Section. Public funding allocation is generally classified as plan and non-planning 
expenditure. Figure A4 showed the total GSDP expenditure in percentage. A definite percentage of 
total spending on plans is allocated by the Central Government of India for both capital and 
income accounts. It is interesting to see how the efficiency of fund management and deployment 
has an impact on this percentage distribution. The detailed report on the percentage allocation of 
funds to capital and revenue expenditures is presented in Table 1.  
However, H1-There is a major difference in the allocation of capital and revenue expenditure for 
the period 2002 to 2015 as a major hypothesis for planned expenditure. H2-In the period 1999-
2004 and 2014-2017 (leaded by NDA and BJP Govt), there are no substantial changes in capital-
income and revenue expenditure funds allocated to 2004-2014 (lead by INC) 

Years  Revenue expenditure  Capital Expenditure 
2002 2.83 1.58 
2003 2.77 1.54 
2004 2.7 1.38 
2005 3.03 0.78 
2006 3.32 0.64 
2007 3.48 0.63 
2008 4.17 0.72 
2009 3.92 0.76 
2010 4.19 0.87 
2011 3.72 0.88 
2012 3.24 0.83 
2013 4.42 1.12 
2014 3.27 0.91 
2015 3.52 0.94 

Table 1Distribution of Plan Expenditure (%age) 
Source: Budget of India 2016 
It is obvious from 1 that in comparison with capital expenditure, the proportion of the money 
allocated    to    revenue  expenditure  is   consistently   higher.  Continuous    increase    in  revenue  
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expenditure shows that government services, which made most sources into revenue accounts, 
have increased their scope. 
 Levene's 

Test for 
Equality of 
Variances 

t-test for Equality of Means  

F  Sig.  T Df Sig. 
(2- 
tailed) 

Mean 
Difference 

Std. Error 
Difference 

95% Confidence 
Interval of the 
Difference 
Lower Upper 

Equal 
variances 
assumed 

4.449 .045 14.682 26 .000 2.50000 .17208 2.149999 2.85001 

Equal 
variances 
not 
assumed 

  14.682 20.659 .000 2.50000 .17208 2.14553 2.85447 

Table 2Independent Sample t test Independent Samples Test 
Source- Output Generated from SPSS 
H1 and H2 are supported by the findings of the independent test sample t as the sig value (.000) is 
below 0.05, which clearly shows that the allocation of revenues and capital expenditure in the 
fund is significant. It is very interesting because both BJP / NDA and INC national parties focused 
on income disbursement rather than capital disbursement when they formed a government in 
India. That's why the Govt of Union. He has highlighted much on disbursements that do not lead to 
asset growth or to debt depletion, which is known as revenue expenditure. Payment of past debt 
interests, wages for employees, etc. are all short-term. For instance. Instead, the Government 
should focus more on long-term investments that would support future requirements in the 
construction of capital stocks, such as machinery, factories, shares. 
Shri Arun Jaitley's 2018 budget highlights nine primary areas of central income expenditure. 
These areas include agriculture and services, rural development, flood control and irrigation, 
energy, transportation, communication, science and technology and the environment, general and 
social services. Table 3 show the sector-wise allocation of funds. The Table shows that, although 
absolute value has increased, there is a decreased trend in the agriculture sector. Even the 
proportion of total plan expenditure has dropped massively from 9.34% in 2001-02 to 1.29% in 
2015-16 for the rural development segment. It is quite surprising that rural development is a top 
priority for most governments, but data show something else. 
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Table 3: Allocation of Plan Expenditure among Different heads (%age) 
Non-Plan Expenditure 
 The Table 4 reports the details of non- plan expenditure of central government. From the 
preliminary analysis it can be observed that majority of the nonplan expenditure belongs to 
interest payments and defence expenditure. This trend has remained constant over the years. The 
non-plan expenditure towards interest payments, defence, grants and loan has remained 
moderate and the expenditure towards pension, police and subsidies has experienced a hike. 
However, analyzing the year after 2014-15, the composition of non-plan expenditure is slightly 
changed except the grant to states and UTs. 

Years 
2007-
2008 

2008-
2009 

2009-
2010 

2010-
2011 

2011-
2012 

2012-
2013 

2013-
2014 

2014-
2015 

2015-
2016 

Non-Plans 
Expenditure 
(Rs Crore) 

507589 608721 721096 818299 891990 996747 1106120 1201029 1308194 

Interest 
Payment % 

33.7 31.6 29.6 28.6 30.6 31.4 33.8 33.5 33.8 

Defence 
Expenses% 

18.1 18.8 19.7 18.8 19.2 18.2 18.4 18.2 17.2 

Subsidies% 14 21.3 19.6 21.2 24.4 25.8 23 21.5 19.7 

Grants to 
States & U.T.% 

7 6.3 6.4 6.1 5.8 4.8 5.5 6.4 8.3 
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Grants to 
Foreign 

Governments% 
0.3 0.2 0.2 0.3 0.2 0.3 0.4 0.3 0.3 

Pensions% 4.8 5.4 7.8 7 6.9 7 6.8 7.8 7.3 

Police% 2.7 3.3 3.6 3.3 3.7 3.7 3.8 4 4 

Another Non- 
Plan Revenue 

Expenditures% 
9.3 11.2 11.1 10.6 7.4 7.1 7.2 7.1 7.9 

Non-Plans 
Capital 

Expenditure 
(Excluding 
Defence) % 

9.4 1.2 1.5 2.9 1.3 0.8 0.7 0.7 1 

Loans & 
Advances to 

states & UT’s% 
0.02 0.01 0.01 0.01 0.01 0.34 0.01 0.01 0.01 

Loans to 
Foreign 

Governments% 
0.01 0.14 0.02 0 0.03 0.07 0.01 0 0.01 

Other Loans% 0.3 0.1 0.1 0.8 0.03 0.03 0.03 0.1 0.1 

Table 4: Allocation of Non-Plan Expenditure and Patterns 

 
The study further likes to give a detail account of the trends of the top five segments representing 
majority share in the non-plan expenditure. The Figure A2 in Appendix A highlights the movement 
of expenditure funds in interest payments, defence expenses, subsidies, other non-plan revenue 
expenditure, other non-plan capital expenditure. The movement in non-plan expenditure trends 
does not indicate any sudden downfall at any point. Table 4.4 shows the interest payments as 
33.8% have remains at unprecedented levels with defence expenses as 17.2% and subsidies as 
19.7% following the next major share for financial year 2015-16 throughout the decade. Based on 
this, hypothesis H3 is formulatedH3- There is a significant difference in the allocation of non-plan 
expenditure across various sectors. To test this hypothesis, one-way ANNOVA was applied and the 
findings reported in Table 4.5 indicates that non-plan expenditure for interest payment and police 
is significantly different from the other sectors. 
CONCLUSION 
On the basis of study and above posted conclusions, there are some important suggestions that 
researcher can put forward to increase the efficacy of central government. The following 
recommendations are assembled through the detailed study of secondary data and existing 
literature. The study suggests that there is proper need of policy making framework, establishing 
effective prediction of events and trends are necessary to ignore the persistent errors. For 
instance, the shift from planning commission to NITI AAYOG is one such step where the 
management for planning is re-surfaced as per the latest needs of economy. Further, the audit is 
basically compliance audit and conducted at low levels (with no mandate for investigative audit), 
therefore, the chances of finding ‘loopholes’ or `fraud‟ is rare. Therefore, the problem surmising 
the quality of internal control system still exists and the central government must put continuous 
efforts to reduce the loopholes in system. In line with this, the recommendation towards the 
revision of control system, guidelines to concerned ministries and stringency in authority needs to  

Vol. 3 Issue 5 (October 2017)                                                Editor-in-Chief: Dr. Bijender Singh 



 

181 

The Expression: An International Multidisciplinary e-Journal 
(A Peer Reviewed and Indexed Journal with Impact Factor 3.9) 

www.expressionjournal.com                                                               ISSN: 2395-4132  

 
address in near future. Further, there must be standardized procedure and congruence in the 
objectives of the different political parties ruling central government so that political turmoils 
should have minimum impacts towards the policy making at centre. 
Limitation and Future Scope The present study examines the role of public finance at central level 
has managed to review multiple factors associated with legislature, execution, finance and 
structure of central government. The study has made a critical contribution towards the existing 
research through its elongated approach to encounter both revenue and expenditure trends at the 
centre. In addition, the present study has also derived statistically the unidirectional relationship 
among revenue and total expenditure of central government with GDP of India. Thus, both the 
structure and execution system of central government of India, with utmost importance of 
auditing authorities have been under take in the present study. However, the present study has 
given minimum attention towards central government relationship with individual state 
government in order to ascertain the pattern of state grants. In the view of future researches and 
scope of this theme, the further studies can focus towards the untouched centre and state 
relationship in examining the trends in grants between the two levels. As per the future 
expectations about the center’s decisions, it appears that the government focuses on tax reforms 
and better targeting of social expenditures to achieve fiscal consolidation while maintaining the 
process of inclusive growth. 
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