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Cut Motions 

• Disapproval of Policy Cut Motions:  amount of the demand be 

reduced to Re.1. 

 

• Economy Cut Motions: amount of the demand be reduced by a 

specified amount. (Lump sum) 

 

• Token Cut Motions: Token Cut motion is moved so that that the 

amount of the demand be reduced by Rs.100. 
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Guillotine 

• is the process in which the Speaker puts 

all the outstanding demands made by the 

Budget directly to vote in the House—
ending further discussions (intended to cut 

short the discussion on the Budget). 

• It is a short route to get the Budget passed 

by the House (avoiding criticism by the 

opposition benches) 
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CENTRAL TRANSFER TO STATES 
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• In this regard, the Central transfer of funds to states, play a 

very crucial role.  

• Transfer of funds to States comprises essentially of three 

components (except other transfers which include the 

Additional Central Assistance and Special Central 

Assistance): 

• Share of States in Central taxes devolved to the States, 

• Grants awarded by the Finance Commission, and 

• Centrally Sponsored Schemes (CSSs) 



TRILEMMAS 
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• financial stability trilemma 

• a stable financial system, 

• an integrated financial system, and 

• national financial stability policies 



TRILEMMAS 
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• high profile current trilemma of the Eurozone 

• a single currency, 

• minimal fiscal contribution to bail outs, and 

• the ECB’s commitment to low inflation. 



DIRECT BENEFIT TRANSFER 
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• Direct Benefits Transfers (DBT), namely the JAM (Jan Dhan-Aadhaar-

Mobile) Number Trinity solution. 

It would result in: 

• removal of fake and duplicate entities from beneficiary lists 

• prevention of leakage and wastage 

• substantial saving of effort, time and cost 

• ensuring full traceability of flow of funds to the beneficiary. 

• checking the element of corruption through transparency 

accountability of flow of funds expenditure rationalisation 



 
 
 
 
Q1 Consider the following statements with regard to the government 
budgeting  
1. The word ‘budget’ has nowhere been used in the Constitution of 

India 
2. Government budget is an ‘Annual Financial Statement’ under 

Article 112 of the Constitution 
3. The Department of Expenditure in the Finance Ministry is 

the nodal body responsible for preparing the Budget 
Select the CORRECT statement(s) using the codes given below 
a) 2 Only 
b) 1 and 2 
c) 2 and 3 
d) 1, 2 and 3 

 



Ans: b 
 
Explanation: 
Statements 1 and 2 are correct. 
•Statement 3: The Budget Division of the Department of Economic Affairs in 
the Finance Ministry is the nodal body responsible for preparing the Budget.  
•Budget contains: 
- Estimates of revenue and capital receipts, 
- Ways and means to raise the revenue, 
- Estimates of expenditure 
- Details of the actual receipts and expenditure of the closing financial year 
and the reasons for any deficit or surplus in that year 
- The economic and financial policy of the coming year 
 



Q2  Which of the following is not a part of Capital Expenditure? 
a) Loan Disbursals by the Government  
b) Loan Repayments by the Government  
c) Salaries, Pension and Provident Fund paid by the government 

to government employees 
d) Cost of issue of shares and debentures 

 



Ans: c 
 
Explanation:  
•Salaries, Pension and Provident Fund paid by the government to government 
employees is a part of Revenue Expenditure. 
•Capital Expenditures are the ones that create some liability/asset for the 
government. These include loans to public enterprises, loans to States, Union 
Territories and foreign governments and acquisition of valuables. 
•Revenue expenditures are short-term expenses meant for running the day-to-
day business of the government. An item of expenditure whose benefit expires 
within the year is revenue expenditure. 
It includes interest payments, subsidies, wages to government employees, 
pensions, social services and so on. Any expenditure that does not lead to 
formation of any asset or liability for the government will fall under this category. 
 



Q3. Consider the following statements with regard to the  Deficit 
Financing in India 
1. It is is defined as “borrowings from the Reserve Bank of India 

against the issue of Treasury Bills and running down of 
accumulated cash balances” 

2. It is inherently inflationary process 
3. If the option of deficit financing is not utilized the government 

ends up compromising on growth targets 
Select the CORRECT statement(s) using the codes given below 
a) 1 Only 
b) 2 and 3 
c) 1 and 3 
d) 1, 2 and 3 

 



Ans: d 
 
Explanation:  
•All the statements are correct. 
Deficit Financing in India: By the late 1960s, the government headed for deficit 
financing and from the 1970s onwards, India started going for higher and higher 
fiscal deficits and became more and more dependent on increased deficit financing 
with every fresh year.  
•In a developing country sometimes the government fails to mobilise adequate 
resources. In this situation, the option of deficit financing is required to meet fiscal 
deficit targets. 
•Deficit financing is inherently inflationary. Deficit financing increases aggregate 
expenditure which logically enhances aggregate demand. Consequently, the 
danger of inflation is always there. At times deficit financing has also resulted in 
hyper-inflation. 
 



Q4 Consider the following statements regarding Zero Based 
Budgeting 
1. It isa practice where all expenditure are allocated and revenue 

estimates are made for a new period 
2. Under this, allocations or funding are based on program 

efficiency and necessity rather than budget history 
3. ZBB is a less time-consuming process which takes lesser time 

than traditional cost-based budgeting 
Select the CORRECT statement(s) using the codes given below 
a) 1 Only 
b) 1 and 2 
c) 2 and 3 
d) 1, 2 and 3 

 



Ans: b 
 
Explanation:  
Statements 1 and 2 are correct. 
•Zero-based budgeting starts from a “zero base”. Everything including expenditure 
and receipts are beginning from a scratch under ZBB.  
•Budget estimates for each Ministries or heads are provided on the basis of what is 
needed for the upcoming period, regardless of the budget activity of the previous 
years.  
•Statement 3: ZBB is a time-consuming process that takes much longer time than 
traditional, cost-based budgeting. 
•There are three essential questions which must be answered objectively before 
going for any expenditure as per the techniques of ZBB:  
(i) Should we spend? 
(ii) How much should we spend? 
(iii) Where should we spend?  
 



 
 
 
 
Q5 With regard to the International Monetary Fund (IMF), consider the 
following statements 
1. It was conceived at a UN conference in Bretton Woods 
2. Countries were not eligible for membership in the IBRD unless they were 

members of the IMF 
3. It is headquartered at Washington, D.C., United States 
Select the answer using the codes given below 
a) 1 Only 
b) 1 and 2 
c) 2 and 3 
d) 1, 2 and 3 

 



Ans: d 
 
Explanation: 
•All the statements are correct.  
•The International Monetary Fund (IMF) is an organization of 189 
member countries, each of which has representation on the IMF's 
executive board in proportion to its financial importance, so that the 
most powerful countries in the global economy have the most voting 
power. 
•Functions of IMF:  
-to facilitate international monetary cooperation  
- to promote exchange rate stability and orderly exchange 
arrangements  
- to assist in the establishment of a multilateral system of payments 
and the elimination of foreign exchange restrictions 
-  



Q6 Consider the following statements regarding the International Finance 
Corporation (IFC)  
1. It is a private-sector arm of the World Bank Group 
2. The interest rate charged is commercial and comparatively higher 
3. Its loans, known as credits are extended mainly to economies with less 

than $895  per capita income 
Select the CORRECT statement(s) using the codes given below 
a) 1 Only 
b) 1 and 3 
c) 2 and 3 
d) 1, 2 and 3 

 



Ans: a 
 
Explanation:  
• Only statement 1 is correct.  
•The International Finance Corporation (IFC) was set up in 1956 which is also 
known as the private arm of the WB.  
•Statement 2: It lends money to private sector companies of its member 
nations. The interest rate charged is commercial but comparatively low.  
•Statement 3: It is a provision of International Development Agency (IDA) of 
which India had been the biggest beneficiary.  
 



Q7. Consider the following statements with regard to the Nairobi Package  
1. It is the outcome of 10th Ministerial Conference in Nairobi, 2015 
2. Under the package, the decision to immediately remove the subsidies by 

both developed and developing nations was taken  
Select the INCORRECT statement(s) using the codes given below 
a) 1 Only 
b) 2 Only 
c) Both 1 and 2 
d) None of the above 

 



Ans: b 
 
Explanation:  
•Only statement 2 is incorrect. 
•Statement 2: Immediate removal of subsidies was for the developed 
nations and for developing nations, few handful of agriculture products were 
exempted from this decision.  
•A Ministerial Decision on a Special Safeguard Mechanism (SSM) for 
Developing Countries recognizes that developing members will have the 
right to temporarily increase tariffs in face of import surges by using an 
SSM. 
 



Q8 Which of the following statements regarding the The International 
Centre for Settlement of Investment Disputes (ICSID)  is not true? 
a) It is an investment dispute settlement body whose decisions are binding 

on the parties 
b) It settles the investment disputes arising between the investing foreign 

companies and the host countries where the investments have been 
done  

c) India is not its member  
d) It promote and protect the interests of investors of either country in the 

territory of other country 
 



Ans: d 
 
Explanation:  
•Statement d is an objective of Bilateral Investment Promotion and Protection 
Agreements (BIPAs). 
•ICSID was established under the 1966 Convention on the Settlement of 
Investment Disputes between States and Nationals of Other States.  
•Though recourse to the centre is voluntary, but once the parties have agreed to 
arbitration, they cannot withdraw their consent unilaterally.  
•It settles the investment disputes arising between the investing foreign 
companies and the host countries where the investments have been done.  
 



Q9. Consider the following statements 
1. National Treatment ensures that India’s products once imported 

into the territory of other WTO Members would not be discriminated 
vis-à-vis the domestic products in those countries 

2. Most Favored Nation principle ensures that members do not 
discriminate among various WTO members 

Select the CORRECT statement(s) using the codes given below 
a) 1 Only 
b) 2 Only 
c) Both 1 and 2 
d) None of the above 

 



Ans: c 
 
Explanation:  
•Both the statements are correct.  
•The WTO provides a rule based, transparent and predictable multilateral 
trading system.  
•The WTO rules envisage non-discrimination in the form of National 
Treatment and Most Favoured Nation (MFN) treatment to India’s exports 
in the markets of other WTO Members. 
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