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Abstract - This study examines the impact of India’s domestic 

expenditure policies on economic growth after 1991 trade 

liberalization. The study adopts a quantitative approach and 

analyzes data from Union Budget records (1991-2023), 

Reserve Bank of India records and international data 

repositories. Key variables include GDP growth rates, 

allocation of funds in the economy (infrastructure, education, 

health, defense and agriculture) and structure of revenue and 

capital expenditure. Use statistical tools such as correlation and 

regression analysis to identify trends and relationships. The 

results show that there is a positive relationship between fiscal 

expenditure and GDP growth, with capital expenditure having 

a more positive impact than revenue expenditure. The study 

concludes that strategic allocation of finance, particularly in the 

area of infrastructure and social development, plays a 

significant role in supporting economic growth. Policy 

recommendations include increasing capital expenditure and 

aligning fiscal expenditure with the Sustainable Development 

Goals. This study provides valuable insights to policy makers 

and stakeholders to improve the efficiency of budgeting 

process in India. 

 

1. INTRODUCTION 

 
History 

India’s economic liberalization in 1991 marked a turning point 

in the country’s economic history, transforming the country 

from a centrally planned economy to a market economy. This 

transformation would require significant changes in the 

national financial system, which plays a key role in the 

allocation of resources to drive economic growth. The budget 

is a monetary policy tool that influences investment, 

consumption, and economic stability. This study aims to fill 

this gap by analyzing trends in financial allocation and their 

relationship to economic outcomes. Analyze the evolution of 

financial planning processes in India since 1991. Link fiscal 

allocation to GDP growth and other economic indicators. 

Identify the sectors that will benefit the most from fiscal 

allocations. How has India’s domestic financial system 

changed since 1991? What is the relationship between wealth 

distribution and GDP growth? Which sectors are most affected 

by the financial gap? 

 

Significance of the Study 

This study provides insight into the effectiveness of India’s 

financial system in driving economic growth. It provides a 

framework for policy makers, economists and stakeholders to 

optimize capital allocation for sustainable development. 

2. RESEARCH PROBLEM 

While India’s post-liberalization economic growth has been 

widely studied, there is limited research on how the budgeting 

process has evolved and its direct impact on GDP growth. This 

study aims to fill this gap by analyzing trends in budget 

allocations and their correlation with economic outcomes. 

3. OBJECTIVES 

1. To analyze the evolution of India’s budgeting process 

since 1991. 

2. To correlate budget allocations with GDP growth and 

other economic indicators. 

3. To identify sectors that have benefited the most from 

budgetary allocations. 

 

4. SIGNIFICANCE OF THE STUDY 

 
This research provides insights into the effectiveness of India’s 

budgeting process in driving economic growth. It offers 

policymakers, economists, and stakeholders a framework for 

optimizing budget allocations to achieve sustainable 

development. 

 

5. LITERATURE REVIEW 

 
5.1 Theoretical Framework 

 

• Keynesian Theory: Emphasizes the role of 

government spending in stimulating economic 

growth. 

• Fiscal Policy: Examines how government revenue 

and expenditure influence economic activity. 

• Economic Development Theories: Explore the 

relationship between resource allocation and long- 

term growth. 

 

5.2 Previous Studies 

 

• Studies have highlighted the importance of 

infrastructure spending in driving GDP growth. 

• Research on India’s budgeting process has focused on 

fiscal deficits and sectoral allocations but lacks a 

comprehensive analysis of post-liberalization trends. 

 

5.3 Key Concepts 

 

• Fiscal Policy: Government strategies for revenue 

generation and expenditure. 

• Budget Deficit: When expenditures exceed revenues. 

• Revenue Expenditure: Day-to-day operational 

expenses. 

• Capital Expenditure: Investments in long-term 

assets like infrastructure. 

• GDP Growth: Increase in the value of goods and 

services produced in an economy. 
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6. METHODOLOGY 

 
6.1 Research Design 

 

A quantitative approach is used to analyze the relationship 

between budget allocations and GDP growth. 

 

6.2 Data Collection 

 

• Sources: Union Budget documents (1991–2023), RBI 

reports, Ministry of Finance data, World Bank, and 

IMF databases. 

• Variables: GDP growth rate, sectoral budget 

allocations (infrastructure, education, healthcare, 

defense, agriculture), revenue and capital 

expenditures. 

 

6.3 Data Analysis 

 

• Tools: Correlation analysis, regression analysis, and 

time-series analysis. 

• Software: Excel, SPSS, or R. 

 

6.4 Hypotheses 

 

• H1: There is a positive correlation between budget 

allocations to infrastructure and GDP growth. 

• H2: Capital expenditure has a greater impact on GDP 

growth than revenue expenditure. 

 

7. RESULTS AND DISCUSSION 

 

7.1 Evolution of India’s Budgeting Process 

 

• Trends show increased allocations to infrastructure 

and social sectors post-liberalization. 

• A shift from revenue expenditure to capital 

expenditure in recent years. 

 

7.2 Correlation Analysis 

 

• Positive correlation between infrastructure spending 

and GDP growth. 

• Capital expenditure has a stronger impact on GDP 

growth than revenue expenditure. 

 

7.3 Sectoral Impact 

 

• Infrastructure and education sectors have contributed 

significantly to GDP growth. 

• Healthcare and agriculture have seen moderate 

impacts. 

 

7.4 Policy Implications 

 

• Strategic budget allocations are crucial for sustained 

economic growth. 

• Emphasis on capital expenditure and sustainable 

development is recommended. 

8. CONCLUSION 

 
8.1 Key Findings 

 

• India’s budgeting process has evolved significantly 

since 1991, with a focus on infrastructure and social 

sectors. 

• Budget allocations, particularly capital expenditure, 

have a strong positive correlation with GDP growth. 

 

8.2 Policy Recommendations 

 

• Increase capital expenditure in infrastructure and 

social sectors. 

• Align budgetary policies with sustainable 

development goals. 

 

8.3 Limitations 

 

• Data availability and time constraints may limit the 

scope of analysis. 

 

8.4 Future Research 
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10. APPENDICES 

 
• Detailed statistical tables. 

• Graphs and charts illustrating trends. 

• Raw data used for analysis. 
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