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Abstract: 

The Union Budget occupies a central position in India’s economic governance framework and functions 

as a major instrument of fiscal policy. It not only outlines the government’s revenue and expenditure 

structure but also reflects broader developmental priorities, socio-economic commitments, and policy 

directions. In recent years, India has witnessed significant economic transitions driven by globalization, 

digital transformation, demographic changes, and post-pandemic recovery strategies. Within this context, 

the Union Budget has emerged as a critical mechanism for stimulating economic growth, encouraging 

investment, generating employment opportunities, and promoting inclusive development. 

This paper critically examines the role of the Union Budget in strengthening India’s economic 

development with particular reference to recent fiscal strategies and policy initiatives. The study explores 

how budgetary provisions influence infrastructure development, industrial growth, agricultural 

modernization, social welfare, digitalization, and financial stability. The research further evaluates the 

relationship between fiscal discipline and developmental expenditure in the context of India’s long-term 

economic objectives. 

The study is descriptive and analytical in nature and is primarily based on secondary data collected from 

Economic Surveys, Union Budget documents, Reserve Bank of India reports, government publications, 

and scholarly literature. Recent budget estimates indicate a significant rise in capital expenditure from ₹10 

lakh crore in 2023–24 to ₹11.11 lakh crore in 2024–25, representing approximately 3.4% of GDP. The 

government has also emphasised infrastructure development, digital public infrastructure, renewable 

energy, MSME support, and welfare-oriented spending to accelerate economic growth. India’s GDP 

growth rate remained among the highest globally, estimated at around 7% in 2024–25, reflecting the 

developmental impact of fiscal measures and public investment initiatives. 

The findings indicate that well-structured budgetary policies significantly contribute to economic 

expansion, capital formation, social inclusion, and sustainable development. However, challenges such as 

fiscal deficits, inflationary pressures, regional disparities, and implementation gaps continue to affect the 

effectiveness of budgetary measures. The paper concludes that balanced and growth-oriented fiscal 

policies are essential for ensuring long-term economic stability and strengthening India’s developmental 

trajectory. 
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Introduction 

The Union Budget is one of the most significant policy instruments in the Indian economic system. It 

represents the annual financial statement of the Government of India and provides detailed information 

regarding expected revenue, public expenditure, taxation policies, borrowing patterns, and developmental 

priorities. Beyond its accounting function, the Union Budget acts as a strategic tool for achieving 

https://www.ijlrp.com/


 

International Journal of Leading Research Publication (IJLRP) 

E-ISSN: 2582-8010   ●   Website: www.ijlrp.com   ●   Email: editor@ijlrp.com 

 

IJLRP26052200 Volume 7, Issue 5, May 2026 2 

 

macroeconomic stability, economic growth, employment generation, poverty reduction, and social 

welfare. 

 

India, as a developing economy with a large population and diverse socio-economic structure, faces 

multiple developmental challenges such as unemployment, income inequality, regional imbalances, 

inadequate infrastructure, and agricultural distress. In such circumstances, fiscal policy assumes immense 

importance in guiding the economy toward sustainable and inclusive growth. The Union Budget plays a 

crucial role in channelizing public resources into productive sectors, strengthening social infrastructure, 

promoting industrial expansion, and improving the standard of living of citizens. 

 

Over the last decade, India has experienced substantial economic transformations due to globalization, 

technological advancement, digital financial inclusion, and structural reforms. India emerged as the 

world’s fifth-largest economy and continues to be among the fastest-growing major economies globally. 

Additionally, the COVID-19 pandemic significantly disrupted economic activities, causing contraction in 

output, loss of employment, and pressure on public finances. In response, the Government of India 

introduced expansionary fiscal measures and increased capital expenditure through successive Union 

Budgets to revive economic growth and stimulate demand. 

 

Recent budgets have emphasized infrastructure development, digital economy, green energy, startup 

ecosystems, manufacturing growth under the “Make in India” initiative, and rural development. In the 

Union Budget 2024–25, the government increased capital expenditure to ₹11.11 lakh crore, accounting 

for approximately 3.4% of GDP. Significant allocations were made for railways, highways, renewable 

energy, urban infrastructure, and defence modernization. The government also continued policy support 

for Production Linked Incentive (PLI) schemes to strengthen domestic manufacturing and exports. 

 

The Union Budget also influences private investment and consumer confidence by shaping taxation 

policies, subsidies, interest support, and incentives for various sectors. Through effective fiscal 

management, the government seeks to maintain a balance between developmental expenditure and fiscal 

discipline. However, rising fiscal deficits, inflationary pressures, public debt, and global economic 

uncertainty continue to pose significant policy challenges. 

Against this background, the present paper attempts to examine the role of the Union Budget in 

strengthening India’s economic development. The study analyses the developmental impact of budgetary 

policies and highlights contemporary issues and challenges associated with fiscal governance in India. 

 

Objectives of the Study 

1. To examine the role of the Union Budget in India’s economic development. 

2. To analyse the impact of fiscal policy on economic growth and public welfare. 

3. To evaluate recent budgetary initiatives related to infrastructure, agriculture, industry, and social 

sectors. 

4. To identify major challenges associated with budget implementation and fiscal management. 

5. To suggest policy measures for improving the effectiveness of the Union Budget. 

 

Research Methodology  

The present study is descriptive and analytical in nature. It is based entirely on secondary sources of data 

including Union Budget documents, Economic Surveys, reports of the Reserve Bank of India (RBI), NITI 

Aayog publications, government reports, journals, books, and research articles. Relevant statistical 

information, budget estimates, and policy interpretations have been used to examine the developmental 

role of the Union Budget in India. 
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The study particularly analyses recent fiscal trends following the COVID-19 pandemic to understand the 

Government of India's changing priorities toward economic recovery, infrastructure expansion, 

digitalisation, and sustainable development. 

 

Conceptual Framework of the Union Budget 

The Union Budget refers to the annual financial statement presented by the Finance Minister before 

Parliament under Article 112 of the Constitution of India. It contains estimates of the government’s 

receipts and expenditures for the upcoming financial year. The budget reflects fiscal priorities and policy 

strategies aimed at promoting economic stability and development. 

The Union Budget generally consists of two major components: 

1. Revenue Budget 

2. Capital Budget 

The Revenue Budget includes revenue receipts and revenue expenditure. Revenue receipts mainly 

comprise tax revenue and non-tax revenue, while revenue expenditure includes administrative expenses, 

subsidies, pensions, and interest payments. 

The Capital Budget includes capital receipts and capital expenditure. Capital expenditure is particularly 

important for economic development because it creates productive assets such as roads, railways, power 

infrastructure, and irrigation facilities. 

The budget also includes taxation proposals, borrowing plans, fiscal deficit targets, sectoral allocations, 

and policy reforms aimed at strengthening economic performance. 

 

Importance of the Union Budget in Economic Development 

1. Promotion of Economic Growth 

One of the primary objectives of the Union Budget is to accelerate economic growth through increased 

public investment and productive expenditure. Government spending on infrastructure, transportation, 

energy, and communication creates employment opportunities and stimulates economic activity. 

Capital expenditure has a multiplier effect on the economy because it increases demand for goods and 

services while simultaneously creating long-term productive capacity. According to the Economic Survey 

2023–24, the government’s enhanced capital expenditure strategy significantly contributed to growth 

momentum and crowding-in of private investment. 

Recent Union Budgets have substantially increased capital expenditure allocations. Capital expenditure 

increased from ₹7.5 lakh crore in 2022–23 to ₹10 lakh crore in 2023–24 and further to ₹11.11 lakh crore 

in 2024–25. Such investments contribute to industrial expansion, market integration, and regional 

development. 

2. Employment Generation 

Employment generation is a major developmental objective in a labour-abundant economy like India. 

Budgetary allocations toward infrastructure projects, rural employment schemes, MSMEs, startups, and 

manufacturing industries help create direct and indirect employment opportunities. 

Government initiatives such as Skill India, Startup India, Make in India, and Production Linked Incentive 

(PLI) schemes have received substantial budgetary support. The PLI scheme alone covers sectors such as 

electronics, pharmaceuticals, automobiles, textiles, and solar modules, aiming to increase manufacturing 

output and employment generation. 

Increased expenditure on construction, transport, renewable energy, and rural infrastructure also generates 

employment for both skilled and unskilled workers. MGNREGA continues to play an important role in 

providing rural employment and income security during periods of economic stress. 

3. Agricultural Development 

Agriculture continues to be an important sector of the Indian economy despite declining contribution to 

GDP. Nearly 45% of India’s workforce remains dependent on agriculture and allied activities for 

livelihood. 
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The Union Budget supports agricultural development through subsidies, irrigation projects, crop insurance 

schemes, minimum support prices (MSP), agricultural credit, and rural infrastructure development. The 

agricultural credit target was increased to ₹20 lakh crore in recent budgets to strengthen rural financing. 

Recent budgets have focused on agricultural modernization, digital agriculture, organic farming, food 

processing, and agri-startups. Budgetary support for PM-KISAN, PM Fasal Bima Yojana, and rural credit 

expansion aims to improve farmers’ income and reduce rural distress. 

4. Infrastructure Development 

Infrastructure development is essential for improving productivity, reducing transaction costs, and 

attracting investment. The Union Budget plays a crucial role in financing infrastructure projects related to 

roads, railways, airports, ports, power generation, urban transport, and telecommunications. 

In the Union Budget 2024–25, the Ministry of Railways received a record allocation of approximately 

₹2.55 lakh crore. Significant investments were also made in national highways, logistics corridors, and 

urban infrastructure under PM Gati Shakti and the National Infrastructure Pipeline. 

Improved infrastructure contributes to regional integration, industrial growth, export competitiveness, and 

better delivery of public services. Large-scale public investment also encourages private sector 

participation through public-private partnerships. 

5. Reduction of Poverty and Inequality 

The Union Budget is an important instrument for achieving social justice and reducing economic 

inequality. Through welfare schemes and social expenditure, the government seeks to improve access to 

education, healthcare, food security, housing, and social protection. 

Programs such as MGNREGA, Ayushman Bharat, PM Awas Yojana, Jal Jeevan Mission, and National 

Food Security initiatives receive substantial budgetary allocations. Such programs help improve the living 

standards of economically weaker sections and promote inclusive growth. 

Redistributive taxation policies and targeted subsidies also contribute to reducing income inequality and 

improving social welfare. 

6. Promotion of Industrial and Digital Development 

Recent Union Budgets have emphasized digital transformation, technological innovation, and industrial 

modernization. India’s digital economy has expanded rapidly through initiatives related to Digital India, 

Unified Payments Interface (UPI), fintech innovation, and digital public infrastructure. 

Budgetary support for artificial intelligence, semiconductor manufacturing, digital payments, and startup 

ecosystems reflects India’s transition toward a technology-driven economy. The IndiaAI Mission and 

semiconductor incentive schemes are important initiatives aimed at strengthening technological self-

reliance. 

Government support for MSMEs, industrial corridors, export promotion, and manufacturing incentives 

helps strengthen domestic production and global competitiveness. 

 

Fiscal Policy and Economic Stability 

Fiscal policy refers to government decisions regarding taxation, expenditure, and borrowing aimed at 

influencing economic activity. The Union Budget is the principal medium through which fiscal policy is 

implemented in India. 

Expansionary fiscal policy involves increased public expenditure and lower taxation to stimulate demand 

during an economic slowdown. Contractionary fiscal policy aims to reduce inflation and fiscal deficits by 

controlling expenditure and increasing revenue mobilisation. 

During the COVID-19 pandemic and subsequent recovery period, the Government of India adopted 

expansionary fiscal measures to support economic revival. Increased capital expenditure, welfare 

spending, and financial assistance to businesses were introduced to revive consumption and investment. 

India’s fiscal deficit, which had increased significantly during the pandemic period, was gradually 

reduced. The fiscal deficit target for 2024–25 was estimated at 5.1% of GDP, compared to 5.8% in 2023–

24, indicating efforts toward fiscal consolidation. 
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However, maintaining fiscal discipline remains essential for long-term economic stability. Excessive 

borrowing and large fiscal deficits may increase inflationary pressures, interest burden, and public debt. 

Therefore, the government attempts to maintain a balance between developmental expenditure and fiscal 

prudence. 

The Fiscal Responsibility and Budget Management (FRBM) Act was introduced to ensure responsible 

fiscal management and reduce fiscal deficits over time. 

 

Recent Trends in India’s Union Budget 

1. Increased Capital Expenditure 

Recent Union Budgets have significantly increased capital expenditure to accelerate infrastructure 

development and stimulate economic growth. The government’s emphasis on roads, railways, logistics, 

and urban infrastructure demonstrates a shift toward investment-led growth. 

2. Digital Economy and Innovation 

The government has prioritized digital infrastructure, fintech expansion, digital payments, and 

technological innovation. India’s UPI transactions crossed billions of monthly transactions, reflecting 

rapid digital financial inclusion and technological adoption. 

3. Green Growth and Sustainable Development 

Recent budgets have emphasised renewable energy, electric mobility, green hydrogen, and climate 

resilience. The National Green Hydrogen Mission and increased investments in renewable energy support 

India’s sustainable development goals and environmental commitments. 

4. Support for MSMEs and Startups 

MSMEs contribute significantly to employment generation and industrial production. Budgetary measures 

related to credit guarantees, tax incentives, emergency credit support, and technology assistance aim to 

strengthen small enterprises and startups. 

5.  Rural Development and Social Welfare 

The government continues to allocate substantial resources toward rural development, healthcare, 

education, sanitation, women empowerment, and poverty alleviation programs. Welfare-oriented 

expenditure remains an important component of India’s developmental strategy. 

 

Challenges Associated with the Union Budget 

1. Fiscal Deficit and Public Debt 

One of the major challenges facing India’s fiscal system is the rising fiscal deficit. Excessive government 

borrowing may increase debt burden and reduce fiscal flexibility. 

2. Inflationary Pressures 

Expansionary fiscal policies may contribute to inflation if increased demand is not matched by supply 

expansion. Rising inflation negatively affects purchasing power and economic stability. 

3. Implementation Gaps 

Effective implementation of budgetary programs remains a major challenge due to administrative 

inefficiencies, corruption, delays in project execution, and lack of coordination among agencies. 

4. Regional Disparities 

Despite developmental expenditure, regional inequality continues to persist in India. Some states and 

regions remain economically underdeveloped due to inadequate infrastructure and limited industrial 

investment. 

5. Unemployment 

Although budgetary measures promote employment generation, India still faces challenges related to 

educated unemployment, underemployment, and skill mismatch. 

6. Dependence on Global Economic Conditions 

India’s economic performance is increasingly influenced by global trade conditions, geopolitical tensions, 

oil prices, inflationary shocks, and international financial markets. 
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Recommendations 

The government should continue to enhance productive capital expenditure while ensuring fiscal 

discipline is maintained. A greater focus should be directed toward employment-intensive sectors such as 

manufacturing, agriculture, tourism, and micro, small, and medium enterprises (MSMEs). It is essential 

to establish effective implementation and monitoring systems to reduce delays and corruption in public 

projects. Additionally, budget allocations for education, healthcare, research, and skills development 

should be increased. Tax reforms ought to aim at broadening the tax base while fostering simplicity, 

transparency, and compliance. Regional development policies should specifically target backward and 

underdeveloped areas through dedicated infrastructure investments. Long-term financial support should 

be allocated to green and sustainable development initiatives. Furthermore, public-private partnerships 

should be encouraged to foster infrastructure improvement and technological innovation. Fiscal 

consolidation measures should be implemented gradually, ensuring that developmental spending remains 

intact. Finally, mechanisms for digital governance and transparency should be strengthened to enhance the 

efficiency of public expenditure management. 

 

Conclusion 

The Union Budget plays a vital role in shaping India’s economic development and fiscal governance. It 

functions not only as a financial statement but also as a strategic policy instrument for promoting economic 

growth, employment generation, infrastructure expansion, social welfare, and inclusive development. 

Recent Union Budgets have reflected the government’s focus on capital expenditure, digital 

transformation, industrial growth, rural development, and sustainable economic progress. Increased 

investment in infrastructure, technology, renewable energy, and social sectors has strengthened India’s 

long-term growth potential. Budgetary support for initiatives such as PM Gati Shakti, Digital India, Startup 

India, and renewable energy projects demonstrates the government’s commitment toward building a 

resilient and globally competitive economy. 

However, several challenges such as fiscal deficits, inflationary pressures, unemployment, regional 

disparities, and implementation inefficiencies continue to affect the effectiveness of budgetary policies. 

Therefore, balanced fiscal management, efficient utilization of resources, and transparent governance are 

essential for maximizing developmental outcomes. 

In conclusion, a well-structured and forward-looking Union Budget can significantly contribute to 

strengthening India’s economic resilience, enhancing productivity, promoting social equity, and achieving 

sustainable development goals. Effective fiscal policies supported by strong institutional mechanisms will 

remain crucial for India’s transformation into a globally competitive and economically inclusive nation. 
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