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Introduction 
Budget is a financial plan for defined period, often one year and includes planned sales 
volumes and revenues, resource quantities, costs and expenses, asset, liabilities and 
cash flows. Governments, companies, organizations and families often use it as a tool 
to express its strategic plan of activities or events in measurable terms. It is mainly the sum of money allocated for 
a particular purpose and the summary of intended expenditure along with proposals. For Government, budget is an 
expression of public policy and reflects the balance sheet. It tells about the current state of the country’s economy, 
mainly include: (i) financial action of the previous year, (ii) budget and revised estimate of the current year, and (iii) 
budget estimates for the following year. The objective of public budget mainly consist of acceleration of the rate of 
economic growth, equitable distribution of income, improving living standards, stabilization of economic activity, 
balanced regional development, price stability; in addition to the classical objectives of defence, maintenance of law 
and order and the like. The budget system and its function are crucial to development and economic growth (Robert J. 
Barro, 1990) and the present paper analysed the trend and pattern of major components of India’s public expenditure 
and its impact on major macroeconomic variables like GDP, Net National Disposable Income and employment. More 
specifically, the main objectives are: (i) to analyze the trend, pattern and composition of public expenditure of India, and 
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Abstract: 
Budget is an investment vehicle that boosts economic growth. Government use 
budgeting system to plan for the growth and development over a specified period of 
time. In India the budget is government’s most important economic and fiscal policy 
tool. And it is most economic event that happens every year in the country, which 
outlines all the economic planning of the Government of India for the subsequent 
year. It is not only important for the corporate but for individuals from all sections 
of the society. Budget translate government’s policies, political commitments, and 
goals into decisions on how much revenue to raise, how it plans to raise it, and how 
to use these fund to meet the country’s needs. Government budgeting is important 
because it enables the government to plan and manage its financial resources to 
support the implementation of various programs and projects that best promote the 
development of the country. Through budget, government can prioritize and put 
into action its plans, programs and policies within the constraint of its financial 
capability as dictated by economic actions.
Keywords: Budget, Expenditure, Capital, Revenue, Development, GDP, Employment, 
India.
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(ii) to examine the impact of it on major macroeconomic variables.
Methods and Materials 
The study is solely relied on secondary data collected from various volumes of RBI Bulletin, Central Budget Document 
in different years (2000 to 2019), Economic Survey, Central Statistical Office Publications, Indian Public Finance 
Statistical Year Book, and Report of Planning Commission. The period of study (1990-91to 2018-19) is divided into 
three: 1990-91 to 1999-2000; 2000-01 to 2009-10; and 2010- 11 to 2018-19. For analysis correlation and regression 
were used.
Results and Discussion 
Trend and pattern of public expenditure 
Size and pattern of public expenditure play a vital role in the growth process and reduce economic inequalities. 
Classification of Public Expenditure is important to explain the interrelationship between government sector and rest 
of the economy and revealed the relative size of different governmental activities in the economy (Govind Battacharya, 
2013). Public expenditure make governments forced to do many activities such as redistributive, re-allocation, 
commercial, and stabilizing activities (Oscar Gelderblom, 2011). Recently, Governments incur expenditure in order 
to fulfill the distortions of market failures, regulate private activity that might harm society, provide public goods and 
services, and engage in production activity (Zaed, 2017).

Table 1: Total expenditure of government of India (1990-91 to 2018-19)

Revenue vs capital expenditure 
Table 1 presents the amount of revenue expenditure, capital expenditure and total expenditure and the percentage share 
of revenue expenditure and capital expenditure in the total budget expenditure. The total expenditure in 1990-91 was Rs. 
100879 crore, increased to Rs. 313011 crore in 2000-01, to Rs. 1187898 in 2010-11 and went up to Rs. 2315113 crore in 
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2018-2019, registering a 23 fold increase over the reference period. It is also revealed that share of revenue expenditure 
in 1990-91 is 72.91 percent increased to 86.71 percent in 2018-19 and capital expenditure share was continuously 
falling (figure 1). The rise in share of revenue expenditure shows a concrete shape to the new design of development by 
revamping public expenditure policy in the direction of more employment generation programmes, rural development, 
increased subsidy and a hike of expenditure on items like defence, interest payment and grants and loans to States 
(Murugan, 2013).

Fig. 1: Trend of total expenditure of government of India (1990-91 to 2018-19) Source: Indian public finance statistics 
Composition of developmental and non-developmental expenditure 
Developmental expenditure incurred on education, medical care, public health and family welfare, labour and 
employment, agriculture, cooperation, transport and communication, and other miscellaneous services has shown in 
conjunction with economic plans (Brown and Howard, 2002). Non-developmental expenditure on the other hand is 
those items of expenditure of the government, which does not directly help in economic development of the country. 
Cost of tax collection, cost of audit, printing notes, internal law and order, expenditure on defense and interest payment, 
pension to retired government employees, non developmental assistance to states and so on are also included in this 
category. In 1990-91 total expenditure is Rs. 100879 crore; out of which 34 percent is used for developmental purpose 
and 49 percent for non-developmental activities. The average expenditure of developmental activities during 1990- 91 
to 1999-2000 is 30.34 percent, while 58.38 percent of total expenditure has gone to the non-developmental activities.
Table 2: Developmental and non-developmental expenditure

During 2000-01 to 2009-10, the average share of developmental expenditure increased to 36.57 percent and non-
developmental expenditure to 61.03 percent. During third phase there is again a reversal (Table 2 and Fig. 2).
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Fig. 2: Composition of developmental and non-developmental expenditure 
Source: Handbook of statistics on Indian economy, RBI
Major components of total capital expenditure 
During 1990-91 to 1999-2000, the share of total capital expenditure to finance loans and advances amount averaging 
43.85 percent, while, the average share of non-developmental expenditure was 33.05 percent and developmental 
expenditure 23.09 percent of total capital expenditure
Table 3: Non-developmental and developmental expenditure in capital expenditure (As percent of Total)

In 1999-2000 to 2009-10, the capital expenditure exceeded the capital receipts; whereas, after 2010-11, there is a sharp 
decline in the share of loans and advances (Table 3). 
Major components of total revenue expenditure 
Total revenue expenditure is also classified as non-developmental, developmental and statutory grants to States/UTs. 
The figures in table 3 show that there is a constant change in these three major components during 1990-91 to 2016-17. 
It is observed that the major portion of the total revenue expenditure is used for non-developmental activities (Table 4). 
Table 4: Non-developmental/developmental expenditure in total revenue expenditure (as percent of total revenue 
expenditure)
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Table 5 displays the distribution of non-developmental expenditure. The major share of non-developmental expenditure 
is used to finance mainly for two components, that is, interest payment for internal and external debt and to meet the 
defense expenditure. During the second phase, the average share of this expenditure was reduced and these reductions 
resulted in an increase in the share of other non-developmental activities (Pamela Gomez, 2005). During the third phase, 
the average share of the cost of interest payment and defense expenditure fall at a small percentage. 
Table 5: Distribution of non-developmental expenditure (as percent of total non-developmental expenditure)

Table 6: Shows the division of development expenditure over the period of analysis. The expenditure on economic 
services tends a continuous increase in its share out of the total developmental expenditure
Public expenditure and its effect on macro-economic variables 
The effects of public expenditure on some selected macro-economic variables like Gross Domestic Product, Net national 



Volume – 3 Issue – III May-June 2026

83

Amitrakshar International Journal
of Interdisciplinary and Transdisciplinary Research (AIJITR)

(A Social Science, Science and Indian Knowledge Systems Perspective)
Open-Access, Peer-Reviewed, Refereed, Bi-Monthly, International E-Journal

disposable income and Employment is attempted to check the impact of public expenditure on real variables (Table 7). 
Table 7: Macroeconomic indicators

The percentage contribution of public expenditure to GDP is increasing over time. In 1990-91 its contribution is only 
6.8 percent and it shift to 17.7 percent in 2016-17 (Table 8). 

Table 8: Expenditure as a percentage of GDP

The effect of public expenditure on GDP, Net National Disposable Income and employment using regression equation 
and correlation were worked out and the result is shown in Table 9. 
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Table 9: Effects of public expenditure on some selected macro-economic variables

Conclusion 
The average percentage share of revenue expenditure during 2009-10 to 2018-19 periods was 87 percent, and only 13 
percent is used for capital expenditure. So, the size of capital expenditure should be raised to the maximum level to boost 
the growth process of India. Steps should be taken for reducing defence expenditure and interest burden, as these two 
complements takes away 75 percent of the nondevelopmental expenditure. Government also would use more internal 
debt sources for meeting expenditure over revenue. Government would also execute more developmental expenditure for 
economic activities to ensure more growth and development and social spending are also equally distributed and it also 
used for reducing inequalities. To reduce the fiscal deficit to 3 percent of GDP in accordance with the FRBM act gives 
governments more freedom for its fiscal action. Future budget would take into account as per head revenue, expenditure, 
and debt both in terms real and nominal because it provide more realistic picture about government spending. At the 
same time, try to increase per head revenue and expenditure and reduce per head liability and burden. Most of the macro 
economic variables are highly correlated with public expenditure and revenue. So, the government would be ready to 
consider the budget seriously and prepare and present it systematically without much ambiguity and political gimmick, 
for the good of the nation.
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