( Peer-Reviewed, Open Access, Fully Refereed International Journal) ISSN: 2348-4039

Volume 11, Issue-1 January-February- 2024 Impact Factor: 7.09
HERMT Email: editor@ijermt.org www.ijermt.org

THE PATTERN OF FINANCING THE
BUDGET DEFICIT

Sachin Yadav

Research Scholar, Maharaj Vinayak Global University, Jaipur
Dr. Gurupreet Kaur

Research Guide, Maharaj Vinayak Global University, Jaipur

Abstract

The current inquiry started by identifying the roles performed by the numerous authorities and ministries
reporting to the central government due to the complexity of the current problem. The research went on to
highlight how the central government's revenue collection patterns have changed as a result of the greatly
simplified taxing system. After that, it was examined how the central government's spending patterns had
changed over time, moving from capital expenditures to revenue expenditures. This study was used as a
further evaluation of the statistical position of the results made previously. According to those conclusions,
revenue expenditure—as opposed to capital expenditure—has a considerable impact on GDP. A connection
between the shifting patterns of spending and the shifting management at the center was made using the
elasticity data, which further expanded on similar discoveries. This allowed for the visualization of declining
deficit numbers and budgeting options for the central government.
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INTRODUCTION

In an economy, the administration of finances by the government is an essential component of the monetary
operations that take place. The accumulation of cash and the incurring of expenses by the government are
two essential components of the monetary structure. An archival document known as the financial plan
contains the statements that describe the government's revenue and expenditures in the appropriate
categories. In the realm of microeconomics, one of the most important considerations is a budget. A
spending plan is a description of the financial position of an organization for a certain duration, and it is
based on analyses of expenditures made during the period in question. A proposal for finance that accounts
for expenditures is called a spending plan. It is a plan that coordinates both the cash and the expenditures
that are made.

A planned financial measure of the income and expenditures associated with a certain time period is referred
to as a spending plan for that period. A.K. Dutta is quoted as saying, "spending plan are game plans evaluated
in cash terms of some future period on schedule." He goes on to say that it fulfills the role of the
predetermined standard, which is an essential component of any control structure. Determine what ought to
be the result or, failing that, what is usually expected from a particular approach. This is the primary,
overarching concept behind planning.
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"A financial plan is a financial report of statement and proposition that is periodically positioned before the
lawmaking body for the purpose of obtaining its approval and sanction," A leader will prepare a budget and
then propose it to a delegate body (or another agent that is appropriately composed) for approval and support
before the arrangement can be put into action.

UNION BUDGET

It is necessary to have a centralized government in order to engage in a variety of social, monetary, and
other activities. The government has to incur money in order to carry out these activities and in analyzing
its policies. In addition, it needs to adopt a variety of strategies in order to achieve specific goals, such as
the growth and improvement of the economy, the elimination of pay inequities, and so on. For instance, the
central government is required to incur costs associated with sponsorships, the central spending plan, the
state component of tax revenue, rewards for states, interest installments, the maintenance of law and control,
and different formative activities. As a consequence of this, the government will need to acquire necessary
assets in order to pay these expenditures.

It does this through generating revenue from a wide variety of sources, including taxes, liabilities, market
advance, and public borrowings, amongst others. As a consequence of this, the government has to prepare
a financial plan that takes into account the many activities it plans to participate in throughout the next year.
The term "spending plan" refers to a certain arrangement that pertains to finances and is used by the
government. Accordingly, the spending plan for the government is a yearly budget summary that depicts in
detail the expected revenues and projected expenditures and payment of the government under various areas
for the monetary or financial year (first April to 31st March). In this way, the spending plan for the
government is comparable to an annual budget summary. It is a record of the monetary policies that the
government has implemented, as well as the monetary arrangement that has been put in place as a result of
these policies.

DEFINING PUBLIC FINANCE

It is often understood to be a mechanism through which the government amasses financial resources,
distributes those resources, and influences the economy. The cycle of knowing how the government at
different levels acquires funds for the public to use and gives it to them in the form of services is known as
public finance. It is responsible for managing the work of the finances of public area bodies, such as
endeavors organizations, at the Central and State levels, for the purpose of executing their undertakings and
making payments related to the functioning of these areas.

These handouts come from a wide variety of different sources of revenue collected by the government. To
summarize, we can state that public finance is the study of the complete interaction through which the
government collects the cash to contribute to various sections of the economy and how these expenditures
are completed. In this manner, we can say that public finance is the examination of full interaction. The
meaning of public finances, as interpreted by a variety of notable authors, is included in the table that
follows.

The aspect of finance that deals with public finances is known as "financial matters." It is a compound noun
consisting of the phrases "public" and "finance." The phrase "public" refers to the government, while
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"finance" refers to the study of how money is managed. Therefore, in a literal sense, the study of public
finance refers to the research of the allocation of monetary resources for the purpose of achieving the goals
of public concerns. In this sense, public finance is the study of allocating and managing assets and
developing new methods for the purpose of achieving the goals of public associations.

OBJECTIVE

1. To study of the pattern of financing.

2. To study of the budget deficit.

GROWTH OF PUBLIC EXPENDITURE AND ITS IMPLICATIONS

The degree makes it abundantly clear that the most important aspects of public finance or financial strategy
are public revenue and public spending. In spite of this, the financial thinkers of the eighteenth and
nineteenth centuries were obsessed with the idea of increasing revenues through taxes as opposed to
increasing the amount of public money that was spent. They offered less regard to public expenditures, and
as a result, they received indisputably less monetary examination. This is because they gave public
expenditures less consideration. The way of thinking that an unfettered market should operate was a big
contributing factor to the underfunding of public sector expenditures since this way of thinking believed
this to be an exercise in waste. This line of thought was supported by J. S. Factory in 1932, when he declared
that "the matter of life is better performed when the individuals who have a quick interest in it are passed
on to take their own choice identified with cost, uncontrolled either by order of law or the intruding of any
public functionary."

Another element that contributed to the lack of care was "the tendency that the level and design of not really
settled strategically and were consequently beyond the scope of business analyst." This was an important
contributor to the carelessness. In this way, the topic of public spending was ignored by both the academic
community and the 5 market experts until the eighteenth century. Notwithstanding this, significant
occurrences in the twentieth century, such as the worldwide depression, the global wars, the growth of
independent nations, and so on, have brought about extreme shifts in the conception of public finance and
spending. As a result of the way things are working out, a number of governments seem to have transitioned
from being direct providers to becoming arrangers of assets.

PUBLIC FINANCE SYSTEM AND MECHANISMS IN INDIA

The establishment of public finances in India is contingent on the establishment of a bureaucratic structure
that is responsible for monitoring the financial links that exist between the association government and the
state government. As a result, the Constitution of India has acted as a coordinator for the movement of forces
between different focus and states. Triple circulations of authoritative forces between the center and the
states are provided for in the Indian Constitution by the inclusion of association lists, state lists, and
simultaneous rundowns. The seventh schedule of the Indian Constitution specifies that the association list
must include one hundred different items for the purpose of revenue distribution by the central government.

The state list has 61 items that are in the possession of the state government, and the simultaneous rundown
has 52 items that are not reflected in the two records that were discussed before. In addition, the Constitution
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of India specifies the requirements that must be met in order for the Finance Commission to be established
by the President of India every five years for the purpose of conducting an audit of the distribution of tax
revenues between the central government and the state governments.

Importance of public finance:

When seen in this light, it is clear that public finance is absolutely necessary for the growth and improvement
of a nation. Unquestionably, the government of a country is in the best position to promote the nation's
economic and technological development, to expand employment opportunities, to encourage investments
and savings in the most effective manner, and to increase the number of social benefits achieved via public
spending. As a consequence of this, it has an impact on the overall monetary and social structure of the
nation. The following is a list of the key significances that public finance carries:

Steady state economic growth:

In order to achieve a practically high rate of monetary development, public finance is an absolute need. The
government makes use of several monetary techniques in order to acquire an increase in the overall amount
of both interest and stockpiling. Taxes, public obligations, and public expenditures, among other things,
make up the apparatuses.

Price stability:

The growth and collapse of structures may be overcome by the government via the use of public money.
During periods of growth, it raises direct taxes and increases capital expenditures, while it lowers indirect
taxes and reduces the amount spent on general government operations. It activates for conjecture while
simultaneously gathering inner public duty. In the case that the approach fails, it is only altered to
accommodate the new circumstances.

Economic stability:

The government employs several monetary mechanisms in order to achieve economic stability. When the
economy is doing well, the government tends to increase taxes and other forms of internal public duty. This
amount is being put toward the repayment of an unknown debt and growth. The expenses on the inside have
been cut down. The situation is just reversed when the economy is in a downturn.

Equitable distribution:

In order to mitigate the effects of inequality, the government employs both its own revenues and
expenditures. If there is a large gap, then more taxes ought to be placed on the salary, benefits, and
possessions of wealthy persons, as well as the items such individuals consume. The funds that are collected
are put to use to assist persons who are in need by providing grants, remittances, and a variety of other types
of direct and indirect benefits to such individuals.

Proper allocation of resources:

The funding provided by the government is crucial for the lawful use of natural, artificial, and HR resources.
In order to pay for it, the government imposes higher taxes on the production and transactions of less helpful
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commodities, while at the same time bestowing endowments or imposing taxes more gently on more helpful
items.

Balanced development:

The gap that exists between metropolitan and provincial as well as rural and mechanical regions will be
closed by the government via the use of the revenues and expenditures. For this purpose, the government
allots financial resources to the development of infrastructure in rural areas and to the provision of direct
financial benefits to the people living in provincial areas.

Promotion of export:

The government contributes to the fee by either demanding a lower tax rate, exempting certain structures
from taxation, or providing endowments to fare-arranged commodities. It is possible that it will provide the
contributions at the expenses of the financing. It imposes additional taxes on imports and other things.

Infrastructural development:

The government is responsible for the collection of revenues and the use of funds for the development of
frameworks. It takes pleasure in maintaining harmony, equality, and safety as well. In addition to this, a
rearrangement of the finances is required. In order to pay for all of these things, it employs the amounts of
money it earns and the money it spends as financial instruments.

NEED FOR NEW GST STRUCTURE

The new rates for the Goods and Services Tax (GST) are 5%, 12%, 18%, and 28%. 7% of goods and services
are free from the GST, 14% of goods and services have a GST tax slab of 5%, and 17% of goods and services
have a GST tax slab of 12%. Approximately 43% of commodities have a GST slab rate of 18%, while 19%
of items have a GST slab rate of 28%. The Goods and Services Tax (GST) was implemented with the
intention of reducing the tax burden and inflation rates. The Goods and Services Tax (GST), which is an
amalgamation of many other taxes, is a multi-stage, destination-based, comprehensive, unified tax system
that is applied to every value addition. Despite the fact that the new tax system has resulted in some tax
relief, there has been a large rise in the cost of compliance. This is a truth that cannot be denied.

PROVISIONS OF NEW GST STRUCTURE

The Finance Bill, 2023, which is a component of the Union Budget 2022-23, contains a number of
adjustments that have been suggested to be made to the GST Law.The laws pertaining to the filing of GST
returns, availing of input tax credit, GST refund, GST registration, decriminalization of offenses, and
compounding of offenses have all been subject to the revisions that have been made. The majority of the
modifications, despite the fact that some of them are favorable to the taxpayer, are, on the other hand,
favorable to the revenue. It is important to keep in mind that these adjustments will become effective after
they have been integrated into the relevant GST legislations by the Centre as well as all of the States after
receiving approval from the GST Council.

The following is a discussion of the most important suggested revisions to the GST Law:
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Amendments in the cgst act, 2017:

Now, suppliers of commodities that do business via operators of electronic commerce will be entitled to
choose to participate in composition schemes.

In order to eliminate the limitation placed on registered individuals engaged in providing products via
electronic commerce operators from electing to pay tax under the Composition Levy, the clause (d) of sub-
section (2) and the clause (¢) of sub-section (2A) in section 10 of the CGST Act are undergoing amendments.
These amendments are being made in order to remove the restriction. Therefore, after this modification is
put into effect, a person who engages in the provision of commodities via ECOs will also be entitled to
participate in the composition scheme, provided that they meet all of the other requirements.

In the event that payment of the invoice is not received within the allotted time frame of 180 days, the sum
due for the ITC reversal must be paid.

Second proviso section 16(2) of the CGST Act was changed to allow for the payment of tax together with
interest u/s 50 in respect of ITC obtained and payment not made to supplier within 180 days. This provision
was included as a result of the amendment to section 50. ITC may be claimed after payment has been
received to the supplier, as specified in the further third proviso added to the preceding subsection, which
was also updated to reflect the change. These changes were made in order to bring the aforementioned
subsection in line with the mechanism for submitting returns that is given in the Act.

When determining the value of the exempt supply for the purposes of apportioning credits, the sale of items
that were warehoused to any individual prior to clearance for home consumption must be included.

By including the value of such transactions in the value of exempt supply, an amendment is being made to
the explanation of section 17(3) of the CGST Act. This amendment is being made in order to restrict the
availment of input tax credit in respect of certain transactions that are specified in paragraph 8(a) of Schedule
III of the said Act. One of these transactions is the sale of warehoused goods to any person before clearance
for home consumption. It is important to keep in mind that in the past, the value of exempt supply only
covered the activities or transactions that were defined in paragraph 5 of Schedule III, namely the sale of
land and completed buildings.

ITC on CSR Expenses has now specifically been blocked

It has been provided through an amendment made to Section 17(5) of the CGST Act, 2017 that an input tax
credit shall not be available in respect of goods or services or both received by a taxable person, which are
used or intended to be used for activities relating to the taxable person's obligations under corporate social
responsibility as referred to in Section 135 of the Companies Act, 2013. This amendment came about as a
result of the amendment made to Section 17(5).

Those who are exempt from registering under section 23(1) are not required to pay GST. Registration under
sections 22(1) and 24

In order to provide that persons for compulsory registration in terms of section 22(1) and 24 of the CGST
Act need not register if exempt under section 23(1), i.e. persons engaged exclusively in the business of
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exempt supply of goods or services or an agriculturist, to the extent of supply of produce out of cultivation
of land, the CGST Act's section 23(1) and (2) are being amended, and the amendments will have
retrospective effect starting on July 1, 2017.

Filing of belated GSTR-1 not beyond three years of due date

In order to give a time restriction upto three years from the due date within which the information of outward
supplies under section 37(1) i.e. GSTR-1 for a tax period may be provided by a registered person, a new
Section 37(5) is being incorporated into the CGST Act. This is being done in order to comply with the
requirements of the GST Act. In addition, it wants to include a provision that would enable an extension of
the aforementioned time limit for a registered person or a class of registered individuals, but this extension
will be subject to specific criteria and limits.

Filing of belated GSTR-3B not beyond three years of due date

In order to give a time restriction up to three years from the due date during which the return GSTR-3B for
a tax period may be provided by a registered person, an amendment is being made to section 39(11) of the
CGST Act. This amendment is now in the process of being enacted. In addition, it wants to include a
provision that would enable an extension of the aforementioned time limit for a registered person or a class
of registered individuals, but this extension will be subject to specific criteria and limits.

Filing of belated Annual Return not beyond three years of due date

In order to give a time restriction up to three years from the due date within which the annual return required
by section 44(1) of the CGST Act, viz. GSTR-9/GSTR-9A for a financial year may be provided by a
registered person, a new section 44(2) is being added into the CGST Act. This change is being made in order
to accommodate the new provision. In addition, it wants to include a provision that would enable an
extension of the aforementioned time limit for a registered person or a class of registered individuals, but
this extension will be subject to specific criteria and limits.

Filing of belated GSTR-8 not beyond three years of due date

A new section 52(15) is going to be added to the CGST Act in order to provide an electronic commerce
operator with a time limit of up to three years during which they may produce the statement required by
section 52(4), which is the GSTR-8 for a given month. This time limit is going to be included in the CGST
Act. In addition, it proposes to create a provision that would allow for an extension of the aforementioned
time limit for an electronic commerce operator or a class of electronic commerce operators, provided that
the extension is subject to specific criteria and limits.

Provisional refund eligible for provisionally accepted ITC

Provisional refund of 90% of total amount claimed in cases of zero rated supplies will be aligned with the
current scheme of availment of self assessed input tax credit as per section 41(1) of the CGST Act, which
will be accomplished by amending section 54(6) of the CGST Act, which is titled "Provisional refund of
90% of total amount claimed in cases of zero rated supplies." This amendment will remove the reference to
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the provisionally accepted input tax credit. ITC claims that are currently being provisionally approved do
not qualify for a temporary reimbursement.

Manner will be prescribed for computing Interest on delayed refunds

The purpose of the proposed amendment to Section 56 of the CGST Act is to provide for an enabling
provision that would regulate the mode of computation of the duration of delay that exceeds sixty days from
the date of receipt of application to the date of refund, for the purpose of calculating interest on delayed
refunds.

CONCLUSION

In the course of the study, we looked at the possibility of doing more research on the method used by the
central government to manage its revenue. The fundamental objective of the study was to explore,
throughout the course of the preceding 15 years, the trends that have evolved across the different
classifications of revenue collection. According to the available information, the majority of the money that
the central government receives comes from tax revenue (83%) as opposed to the other sources of revenue
(17%). In addition, the results of the study indicated that a greater proportion of revenue comes from direct
taxes (53.5%), as compared to indirect taxes (46.5%). This research also assessed the revenue collection
across many different industries, and the results revealed that tax collection from corporate taxes, income
other than corporate, wealth tax, customs, excise duties, service tax, and sales tax has recorded a significant
rise in terms of percentage growth. Additionally, this study examined the revenue collection across
numerous different industries. In addition, the findings of this investigation revealed that the amount of
income collected from a variety of industries has greatly grown.
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