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Learning Objectives

1. To understand the principles of financial 
management 

2. To gain insights into the application of 
principles of financial management in Govt
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– Financing Decisions - Raising 

Funds

– Investment Decisions – Investing 

Funds in Assets (Capex)

– Operating Decisions – Generating 

Revenue Receipts to meet Revenue 

Expenditure (Opex)

Objective of Financial Management 

Ensure optimum utilization of resources
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Decision Makers and their information 

needs

Who are the 
decision 
makers? 

What 
decisions do 
they take?

What 
Information do 

they need?
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Decision Making  

• Raising FUNDS to 
acquire ASSETS 

FINANCING 
DECISIONS

• Acquiring ASSETS to 
operate the business 

INVESTMENT 
DECISIONS

•Operating ASSETS to 
generate INCOME

OPERATING 
DECISIONS

Objective – Profit 



928-Oct-26

Decision Making

• Raising FUNDS to 
acquire ASSETS and 
meet expenditure 

FINANCING 
DECISIONS

•Acquiring ASSETS -
Capex

INVESTMENT 
DECISIONS

• Operating ASSETS

• Generating Revenue to 
meet expenditure

OPERATING 
DECISIONS

Objective – Public Service Delivery 
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DECISION MAKING
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WHAT IS NECESSARY FOR SURVIVAL?
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HOW DO WE MEASURE THE SUCCESS OF A 
Business
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HOW DO WE MEASURE THE SUCCESS OF A 
Expenditure in Govt



1428-Oct-26

INCOME 

EXPENDITURE 

PROFIT

INCOME STATEMENT FOR THE PERIOD

MINUS

EQUALS  

Operating 
Decisions
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RECEIPTS

EXPENDITURE 

SURPLUS
/DEFICIT

BUDGET FOR THE PERIOD

MINUS

EQUALS  



1628-Oct-26

HOW DO WE MEASURE 
Prosperity in Business
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HOW DO WE MEASURE 
Prosperity in Economy
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GDP growth 
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Principles of Financial Management

Cash is King 

Incremental Cash Flows

Risk vs Return tradeoff

Time Value of Money

Curse of Competitive Markets

Ethics & Governance
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BUDGET

Financing & 
Operating 
Decisions 

Investment &
Operating 
Decisions

Revenue 
Expenditure

Capital 
Expenditure

Revenue 
Receipts

Capital 
Receipts
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BUDGET 2026-27 
Rs in crores

Financing & 
Operating Decisions

Total Receipts 
Rs 36,51,547

Investment & 
Operating Decisions   
Total Expenditure 

Rs 53,47,315

Revenue 
Expenditure

Rs 41,25,494

Capital 
Expenditure

Rs 12,21,821

Revenue 
Receipts 

Rs 35,33,150

Capital 
Receipts 

Rs 1,18,397

Revenue 
Deficit 

Rs 5,92,344

Fiscal deficit 

Rs 16,95,768
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Revenue Receipts 

Tax Revenue

Rs 28,66,922 

Non-Tax

Revenue

Rs 6,66,228

Revenue 
Receipts

Rs 
35,33,150 
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Breakup of Receipts
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RECEIPTS ANALYSIS
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Expenditure Breakup
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EXPENDITURE ANALYSIS 
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Expenditure on Schemes
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Subsidies    Rs in crores
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Allocations 
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Ministry wise Expenditure
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Foundation of Governance

Ensuring compliance with the applicable legal 
and regulatory requirements 

Facilitating the achievement of long term 
goals of the Govt

Protecting employee interests

Delivering superior value to the public

Adopting fair business practices with vendors

Protecting the environment and the 
community
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Governance Framework

Competent and Independent 
Bureaucracy

Strong Internal Controls - Audit

Effective Management of Risk

Transparency and 

Accountability
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Cash vs Accrual System of Accouting

Income earned vs Cash Recevived

Cost Incurred vs Cash Paid 

Cost of service

True Financial Position – Assets Liabilities 
Income and Expenditure

Railways, Postal Service
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Managerial 
Decision 
Making 

BALANCE 
SHEET

Financing & 
Investment 
Decisions

PROFIT & LOSS 
ACCOUNT

Operating 
Decisions CASH FLOW 

STATEMENT

Operating, 
Investment  & 

Financing 
Decisions


