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¢ InIndia, the Union Budget is prepared by the Department of
Economic Affairs of Ministry of Finance. Earlier the budget was
presented in two categories i.e. Railway budget and General budget.
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Budget consists of the estimated receipts and expenditure of the

Government of India for one financial year. The financial year begins on
1st April each year.

e Insimple terms, the budget is an annual financial statement of the revenue and
expenditure of a government.

e Note- The term ‘Budget’ is not mentioned in the Indian Constitution, the
corresponding term used is ‘Annual Financial Statement’ (article 112).
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What are the constitutional requirements which make Budget necessary?

1. Article 265: provides that ‘no tax shall be levied or collected except by authority of law’.
[Taxation needs the approval of Parliament.]

2. Article 266: provides that ‘no expenditure can be incurred except with the authorization
of the Legislature’ [Expenditure needs the approval of Parliament.]



3. Article 112: The President is responsible for submitting the budget to the Lok Sabha,
according to Article 112 of the Indian Constitution.

The President has delegated to the Union Finance Minister the responsibility of preparing
the budget, and presenting it in the parliament.
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Union Budget Presentation

¢ InIndia, the Budget is presented to Parliament on such date as is fixed by the
President.

e Between 1999 -2016, the General Budget was presented at 11 A.M. on the last
working day of February.

e However, since 2017, the Indian Budget is presented on 1°' February.

e As aconvention, Economic Survey is also tabled in the Parliament — one day prior to
budget submission, i.e. on January 31*,

e The timing of Budget presentation will vary during an election year.

The Budget documents presented to Parliament comprises the Finance Minister’s Budget
Speech and include the following:

» Annual Financial Statement (AFS) — Article 112
» Demands for Grants (DG) — Article 113

» Appropriation Bill — Article 114(3)

» Finance Bill - Article 110 (a)

The provisions related to revenue are covered under Finance Bill and the provisions related
to expenditure are covered under Appropriation Bill.

Both, Finance Bill and Appropriation Bill are Money Bill because these bills involve money
matters mentioned under Article 110.



Finance Bill- It consists of sources from where revenue would be collected by the
government in the coming year.

Appropriation Bill- It consists of provisions relating to areas in which expenses will be
incurred in the coming year. It consists of two types of expenditures:

e Demand for grants made by various ministries: Funds are given to various ministries
from the consolidated fund of India after the approval is given by the Parliament.

e Charged Expenditures under Article 112(3)- It includes expenditures specified in the
constitution. There is no voting on charged expenditure. It includes emoluments of
the president and the salaries and allowances of the chairman and deputy chairman
of the Rajya Sabha, speaker and deputy speaker of Lok Sabha, Judges of the Supreme
Court, CAG, chairman and members of UPSC, and certain other bodies/agencies
specified in the constitution.

Note: In an election year, Budget may be presented twice — by Vote on Account (used
along with Interim Budget) and later full Budget after elections.

During an election year, the ruling government generally opts for a vote-on-account or
interim budget instead of a full budget. As, it would be inappropriate to impose policies
that may or may not be acceptable to the incoming government taking over in the same
year.
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Vote on Account

Vote on Account is a special provision by which the Government obtains the Vote of
Parliament for a sum sufficient to incur expenditure on various items for a part of the
year, usually for two months.

Vote on Account was widely used along with every budget before 2016 when the
date of the budget presentation was the last day of February. Now vote on account is
used only in special years like the election years (used along with interim budget).
So, since 2017, Vote on Account is not usually used as part of the government
budgeting process, unless in special cases like an election year.

Lok Sabha adopts the ‘vote on account’ under which it authorizes the council of
ministers to continue to incur expenditure out of the consolidated fund of India until
the next appropriation Bill is adopted.

Vote on account is adopted because the budget was usually passed in the month of
May while financial year begins in April.

Vote on Account deals only with the expenditure part. But the interim budget, as well
as full budget, has both receipt and expenditure side.

So presentation and passing of vote on account was the first stage in the budget
passing process before 2016. Vote on Account is necessary for the working of the
government until the full budget is passed.

As a convention, a vote-on-account is treated as a formal matter and passed by Lok
Sabha without discussion.

Normally, the Vote on Account is taken for two months only. The sum of the grant
would be equivalent to one-sixth of the estimated expenditure for the entire year
under various demands for grants.

Can Vote on Account be granted for more than 2 months?



Yes. During election year the Vote on Account may be granted for a period exceeding two
months.

For example, in 2019, Vote on Account was taken for 4 months.
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Vote of Credit

e Lok Sabha can adopt a vote of credit to meet the expenditure whose amount details
cannot be precisely stated on account of magnitude and indefinite character of the
expenditure. For example, finances required in case of war with another nation or a
natural calamity.

e The vote of Credit if like a blank cheque to the executive. So far it has not been
adopted in India.

EELAC I

o CIhHHT 3H <TG I Y el oh TolT AC 31T $hiST i 3T Hehcll ¢ ToTEepT AT
fator e o aRATOT 3R HTATRET Th il o HROT Géleh &G A AL ST ST Hehel
© | 3eTeX0T o forT, feohdll 3131 TrSg & 1Y Jg AT HTehiceh ATUGT & HATH! H H1aeTh
facal

o HiscH A A FRAUTIHT T U Wrell Uk T g &1 3137 T ART 7 34
39T A8l AT B |

Budget Speech

The Budget Speech of the Finance Minister is usually in two parts. Part A deals with the
general economic survey of the country while Part B relates to taxation proposals.

FM makes a speech introducing the Budget .The ‘Annual Financial Statement’ is laid on the
Table of Rajya Sabha at the conclusion of the speech of the Finance Minister in Lok Sabha.



Department of Economic Affairs drafts the budget after considering the demands of funds
from various ministries and the possible sources of Revenue.

1. Presentation of the Budget: The Budget is presented by the Finance Minister in the Lok
Sabha. Simultaneously the budget is introduced in the Rajya Sabha for discussion (after
budget speech).

2. General discussion on Budget: It takes place in both the houses of the Parliament and
lasts usually for 3-4 days.

3. Scrutiny by departmental committees: After the general discussion of the budget is
over, the houses are adjourned for about 3-4 weeks. During this period, the departmental
standing committees of the Parliament examine the demand for grants of the concerned
ministries and prepare detailed reports on them. These reports are submitted to both the
houses of Parliament for consideration.

4. Voting on demand for Grants: At this stage, the Lok Sabha can exercise financial control
over the executive through passage of various Cut Motions. Voting is done on demand for
grants. The demands are presented ministry-wise. A demand becomes a grant after it has
been voted by the lok Sabha.

5. Passing of Appropriation Bill: The appropriation Bill becomes an act after the assent
from the President.

6. Application of guillotine: Due to lack of time, the Lok Sabha discusses less than 5 % of
the demand for grants made by various ministries, and the remaining demands are grouped
together and passed without any discussion. This is known as guillotine and it represents
the poor financial control of the legislature over the executive.

7. Passing of the finance Bill: The Finance bill contains the provisions about the revenues to
be collected by the government in the coming year

Cut Motion

A cut motion is a special power vested in members of the Lok Sabha to oppose a demand
being discussed for specific allocation by the government in the Finance Bill as part of the
Demand for Grants.

If the motion is adopted, it amounts to a no-confidence vote, and if the government fails

to jot up numbers in the lower House, it is obliged to resign according to the norms of the
House.

The decision to accept a cut motion relies solely on the Speaker of the House. He decides
whether a cut motion is admissible under the rules or not.

Types of cut motion




Disapproval of policy cut: A disapproval of policy cut demand seeks the amount of the
demand be reduced to Re 1, representing the disapproval of the policy undermining the
demand. However, if a member moves the cut, they have to indicate in precise terms the
details of the policy which they want to discuss and should be confined to the specific
points mentioned in the cut notice.

Economic cut: The economic cut motion calls for a reduction in the allocation of the
demand to a specific amount. It represents the economy that can be affected. Such a
specified amount may either be a lump-sum reduction in the demand or omission or
reduction of an item in the demand. The notice has to indicate briefly and precisely the
particular matter on which a discussion is sought to be raised.

Token cut: A token cut motion is moved so that the amount of the demand is reduced by
Rs 100. It gives a member of the Lok Sabha power to vote against a demand discussed by
the government.

Generally, the cut motions are moved to bring moral pressure on the executive and to
attract the attention of the government towards unnecessary spending. But if these
motions are passed, government is obliged to resign.
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Funds and Accounts of the Government-

Consolidated Fund of India

e All the revenues collected by the government of India are deposited in a fund called
Consolidated Fund of India. It is the largest fund of government of India and is placed
at the disposal of the Parliament which means that no money can be withdrawn or
deposited in the consolidated fund of India without the approval of the Parliament.

e Like consolidated fund of India, there is a consolidated fund of each state which is
under the control of legislature of respective states.

Public Account of India

Public Account is constituted under Article 266 (2) of the Constitution of India.
Parliamentary approval for expenses from the Public Account is not required. Government
schemes Fund, National Investment fund, defence fund, Postal insurance, National small
savings fund, provident fund form part of Public Accounts.

Contingency Fund of India




e The fund is held by the Finance Secretary (Department of Economic Affairs) on
behalf of the President of India and it can be operated by executive action.
The Contingency Fund of India exists for disasters and related unforeseen
expenditures.

e 1In 2005, it was raised from Rs. 50 crores to Rs 500 crore.

e However, authorization of parliament is needed to recharge this fund from the
consolidated fund.
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