
Public Finance
by

Sivakumar G

https://t.me/econforum



Role of Government in an Economy

https://t.me/econforum



Expansionary Policy

Helps in Revival of 
Economy and 

Promoting Growth 
and Investments

Contractionary Policy

Helps in Fighting 
Inflation
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Which one of the following statements appropriately describes the "fiscal stimulus”?

(a) It is a massive investment by the government in manufacturing sector to ensure the supply of

goods to meet the demand surge caused by rapid economic growth.

(b) It is an intense affirmative action of the government to boost economic activity in the country.

(c) It is government's intensive action on financial institutions to ensure disbursement of loans to

agriculture and allied sectors to promote greater food production and contain food inflation.

(d) It is an extreme affirmative action by the government to pursue its policy of financial inclusion.
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Consider the following actions by the Government:

1. Cutting the tax rates

2. Increasing the government spending

3. Abolishing the subsidies in the context of economic recession

Which of the above actions can be considered a part of the "fiscal stimulus". package?

(a) 1 and 2 only.

(b) 2 only

(c) 1 and 3 only.

(d) 1,2 and 3
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Government Accounts



All revenues received by the Union Government by way of taxes and other receipts for the

conduct of Government business is credited to the?

(a) Contingency Fund of India

(b) Public Account

(c) Consolidated Fund of India

(d) Deposits and Advances Fund
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Which one of the following is responsible for the preparation and presentation of Union

Budget to the Parliament?

(a) Department of Revenue

(b) Department of Economic Affairs

(c) Department of Financial Services

(d) Department of Expenditure
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• Vote on Account Budget

• Interim Budget

• Recent Changes in Budget
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What is the difference between "vote-on-account" and "interim budget" ?

1. The provision of a "vote-on-account" is used by a regular Government, while an "interim

budget" is a provision used by a caretaker Government

2. A "vote-on-account" only deals with the expenditure in Government budget, while an

"interim budget" includes both expenditure and receipts

Which of the statements given above is/are correct?

(a) 1 only

(b) 2 only

(c) Both 1 and 2

(d) Neither 1 nor 2
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Comes 
From(Budget 
2023-24)
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Which of the following is/are included in the capital budget of the Government of 

India?

(1) Expenditure on acquisition of assets like roads, buildings, machinery, etc.

(2) Loans received from foreign governments

(3) Loans and advances granted to the States and Union Territories

Select the correct answer using the code given below.

(a) 1 only

(b) 2 and 3 only

(c) 1 and 3 only

(d) 1, 2 and 3
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With reference to the Indian economy, consider the following statements:

1.A share of the household financial savings goes towards government borrowings.

2.Dated securities issued at market-related rates in auctions form a large component of 

internal debt.

Which of the above statements is/are correct?

(a) 1 only

(b) 2 only

(c) Both 1 and 2

(d) Neither 1 nor 2
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Central Schemes

1. Crop Insurance Scheme

2. Interest Subsidy for Short Term Credit to Farmers

3. Pradhan Mantri Kisan Sampada Yojana 

4. Pardhan Mantri Swasthya Suraksha Yojana



https://t.me/econforum

Core of the Core Schemes

1 National Social Assistance Program

2 Mahatma Gandhi National Rural Employment Guarantee Program

3 Umbrella Scheme for Development of Scheduled Castes
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• Core schemes are those that are essential for national development and require uniform

implementation across the country.

• They include schemes such as Mahatma Gandhi National Rural Employment

Guarantee Scheme (MGNREGS), National Health Mission (NHM), Sarva Shiksha

Abhiyan (SSA), etc.

• Optional schemes are those that are based on local needs and preferences and allow

flexibility to the states in choosing and implementing them.

• They include schemes such as Rashtriya Krishi Vikas Yojana (RKVY), National Rural

Livelihoods Mission (NRLM), Integrated Child Development Services (ICDS), etc.



Rupee Goes 
To (Budget 
2023-24)
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Which of the following is/are included in the capital budget of the Government of India?

1. Expenditure on acquisition of assets like roads, buildings, machinery, etc.

2. Loans received from foreign governments

3. Loans and advances granted to the States and Union Territories.

Select the correct answer using the code given below.

(a) 1 only

(b) 2 and 3 only

(c) 1 and 3 only

(d) 1,2 and 3
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With reference to the expenditure made by an organisation or a company, which of 

the following statements is/are correct?

1.Acquiring new technology is capital expenditure.

2.Debt financing is considered capital expenditure, while equity financing is 

considered revenue expenditure.

Select the correct answer using the code given below:

(a) 1 only

(b) 2 only

(c) Both 1 and 2

(d) Neither 1 nor 2
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With reference to Union Budget, which of the following is/are covered under Non-Plan 

Expenditure?

(1) Defence expenditure

(2) Interest payments

(3) Salaries and pensions

(4) Subsidies,

Select the correct answer using the code given below.

(a) 1 only

(b) 2 and 3 only

(c) 1, 2, 3 and 4

(d) None



Distinguish between Capital Budget and Revenue Budget. Explain the components of both 

these Budgets
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In the context of governance, consider the following:

1. Encouraging Foreign Direct Investment inflows

2. Privatization of higher educational Institutions

3. Down-sizing of bureaucracy

4. Selling, off-loading the shares of Public Sector Undertakings.

Which of the above can be used as measures to control the fiscal deficit in India?

(a) 1,2 and 3

(b) 2,3 and 4

(c) 1,2 and 4

(d) 3 and 4 only
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What is Effective Revenue Deficit
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Match List I with List II and select the correct answer using the codes given below the lists:
List-I (Term) List-II (Explanation)
A. Fiscal deficit 1. Excess of Total Expenditure over Total Receipts
B. Budget deficit 2. Excess of Revenue Expenditure over revenue receipts
C. Revenue deficit 3. Excess of Total Expenditure over Total Receipts less borrowings
D. Primary deficit 4. Excess of Total Expenditure over Total Receipts less borrowings

and Interest Payments

Codes:
(a) A-3 ; B-1 ; C-2 ; D-4
(b) A-4 ; B-3 ; C-2 ; D-1
(c) A-1 ; B-3 ; C-2 ; D-4
(d) A-3 ; B-1 ; C-4 ; D-2
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There has been a persistent deficit budget year after year. Which action/actions of the 

following can be taken by the Government to reduce the deficit?

(1) Reducing revenue expenditure

(2) Introducing new welfare schemes

(3) Rationalizing subsidies

(4) Reducing import duty

Select the correct answer using the code given below.

(a) 1 only

(b) 2 and 3 only

(c) 1 and 3 only

(d) 1, 2, 3 and 4
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There has been a persistent deficit budget year after year. Which of the following actions can be 

taken by the government to reduce the deficit?

(1) Reducing revenue expenditure

(2) Introducing new welfare schemes

(3) Rationalizing subsidies

(4) Expanding industries

Select the correct answer using the code given below.

(a) 1 and 3 only

(b) 2 and 3 only

(c) 1 only

(d) 1,2,3 and 4
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Which one of the following is likely to be one of the most inflationary in 

its effects?

a) Repayment of public debt

b) Borrowing from the public to finance a budget deficit

c) Borrowing from the banks to finance a budget deficit

d) Creation of new money to finance a budget deficit
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In India, deficit financing is used for raising resources for

(a) Economic development

(b) Redemption of public debt

(c) Adjusting the balance of payments

(d) Reducing the foreign debt



There has been a persistent deficit budget year after year. Which of the following actions can be

taken by the government to reduce the deficit?

1. Reducing revenue expenditure

2. Introducing new welfare schemes

3. Rationalizing subsidies

4. Expanding industries

Select the correct answer using the code given below.

(a) 1 and 3 only

(b) 2 and 3 only

(c) 1 only

(d) 1,2,3 and 4
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Consider the following:

1. Market borrowing

2. Treasury bills

3. Special securities issued to RBI

Which of these is/are components(s) of internal debt?

(a) 1 only

(b) 1 and 2

(c) 2 only

(d) 1,2 and 3
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Consider the following statements:

(1) Most of India’s external debt is owed by governmental entities.

(2) All of India’s external debt is denominated in US dollars.

Which of the statements given above is/are correct?

(a) 1 only

(b) 2 only

(c) Both 1 and 2

(d) Neither 1 nor 2



A country is said to be a debt trap if:

(a) It has to borrow to make interest payments on outstanding loans

(b) It has to abide by the conditionalities imposed by the International Monetary fund.

(c) It has been refused loans or aid by creditors abroad

(d) The World Bank charges a very high rate of interest on outstanding as well as new loans
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Public Debt
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Monetary Policy Framework Agreement



Inflation Targeting
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FRBM Act, 2003

Expenditure Management Commission

FRBM Review Committee

https://t.me/econforum



https://t.me/econforum



Which one of the following statements is correct? Fiscal Responsibility and Budget

Management Act (FRBMA) concerns:

(a) Fiscal Deficit only

(b) Revenue deficit only

(c) Both fiscal deficit and revenue deficit

(d) Neither fiscal deficit nor revenue deficit
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Consider the following statements

(1) The Fiscal Responsibility and Budget Management (FRBM) Review Committee Report has 

recommended a debt to GDP ratio of 60% for the general (combined) government by 2023, 

comprising 40% for the Central Government and 20% for the State Governments.

(2) The Central Government has domestic liabilities of 21% of GDP as compared to that of war of 

GDP of the State 2 Governments.

(3) As per the Constitution of India, it is mandatory for a State to take the Central Government’s 

consent for raising any loan if the former owes any outstanding liabilities to the latter.

Which of the statements given above is/are correct?

(a) 1 only

(b) 2 and 3 only

(c) 1 and 3 only

(d) 1, 2 and 3



The public expenditure management is a challenge to the Government of India in the 

context of budget-making during the post-liberalization period. Clarify it.
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What were the reasons for the introduction of Fiscal Responsibility and Budget Management 

(FRBM) Act, 2013? Discuss critically its salient features and their effectiveness.
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Thank You
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