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Abstract

The global financial crisis started in the USA and then gradually affected the entire world with a major effect on the Euro zone economies. The Asian economies also came under the influence of the global financial crisis. The Indian economy, considered the fastest growing economy of the world was not severely affected by the global financial crisis. The Government of India and various State governments came up with austerity measures in order to manage and curb public expenditure. A new policy initiative and push was witnessed in India with regard to the public expenditure management. But the policy initiatives for public expenditure management would be successful only when these are properly and effectively managed and implemented by the government organizations. In this paper, ten questions/ areas contributing towards public expenditure management are identified. Than the responses of the Financial Advisors & Chief Accounting Officers (FA&CAO) of different organizations of Government of India and nine State governments are collected. The responses of FA&CAO are than analyzed and concluded. It is found that the various orders and circulars of the Government advocated for measures which would bring efficiency and prudence in public expenditure management. But the ground reality of their implementation is still far behind than designed and anticipated. 
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1. Introduction
The global financial crisis originated in the sub-prime mortgage crisis in USA in 2007. Banks and financial firms in Europe felt the repercussions of the US financial crisis. The sovereign debt crisis emerged in Europe which eroded the creditworthiness of various countries. The Credit Default Swaps (CDS) and the Euro-zone crisis adversely impacted the entire global economy (Rajya Sabha, 2009). 
India, one of the leading emerging economies of the world felt the impact of the global financial crisis from early 2008. Before that period the impact of the crisis on the Indian economy was not significant. The initial effect of the subprime crisis was, in fact, positive, as the country received accelerated Foreign Institutional Investment (FII) flows during September 2007 to January 2008. But from early 2008, there was withdrawal of capital from India’s financial markets. There was a substantial decline in net capital inflow in India’s balance of payments in the first half of 2008-09 to US $ 19 billion from US $ 51.4 billion in the first half of 2007-08, a 63 per cent decline Bajpai, 2011). There was also seen large outflow of portfolio investment (as equity disinvestment by foreign institutional investors) and lower external commercial borrowings, short-term trade credit and short-term bank borrowings. The financial crisis slowed down the industrial sector, with industrial growth declined from 8.1 per cent in 2008 to 4.82 per cent in 2009. The service sector, which contributes more than 50 per cent share in the GDP and is the prime growth engine, has slowed down. It also adversely affected the employment (Bajpai, 2011). A survey conducted by the Ministry of Labour and Employment, Government of India (2009) shows that in 2008, 0.5 million workers lost their jobs. The effect of the crisis on the Indian banking sector is not severe like other Asian countries. Indian banking system is not directly exposed to the US mortgage market or to the failed institutions or stressed assets. 
The Indian Government responded to counter the negative fallout of the global slowdown on the Indian economy by providing three focused fiscal stimulus packages in the form of tax relief to boast demand and increased expenditure on the public projects to create employment and public assets. India’s central Bank- the Reserve Bank of India (RBI) took a number of monetary easing and liquidity enhancing measures to facilitate flow of funds from the financial system to meet the needs of the productive sectors. Apart from this, the Indian Government successfully implemented various austerity measures by rationalizing the expenditure of public administration and focused approach towards public expenditure management. 
In this paper, the policy push for expenditure management especially in the sphere of administrative expenditure control has been highlighted with special focus on the various government orders and circulars which came out during the period of global financial crisis. Ten questions/ areas of expenditure management have been identified based on the various orders and circulars of the Government of India and State governments. The responses of the Financial Advisors & Chief Accounting Officers (FA&CAO) of different offices of federal and state governments on these identified ten questions/ areas were taken. The responses are analyzed and various aspects are discussed in the conclusive stage of the paper. 
2. Public Expenditure Management (PEM)
Public Expenditure Management (PEM) is an instrument of state policy. It is part of the system of governance. There is a necessary distinction between the expenditure policy question of ‘what’ is to be done, and the expenditure management question of ‘how’ it is to be done (ADB, 1999). PEM in principle is an analytical framework that enables the State to diagnose and give prescriptions for remedial measures for policy for policy (JBIC, 2000). The objectives of PEM (Premchand, 2000) are effective government, responsive government and accountable government. Effectiveness of governance would be reached through provision of services to the public with specified time and cost schedules, achievements of allocative and technical efficiency, ensuring budget intent and outcome are congruent, matching outlays with resources and provision of management flexibility to the implementing agencies. The indicators of responsive government are the achievement of macroeconomic stability, responsiveness to changing economic situations, provision of choice to client/ consumer and promotion of a utilization culture in lieu of a spending culture. Accountability of the government is the accountability for results, provision of accurate information on the status of government finances and transparency in the decision-making processes. 
3. Global Economic Crisis and Public Expenditure Management Policy Practices in India
During the period of global economic crisis, a unique policy development in India was witnessed which focused on strong measures and management of administrative expenditure and overall expenditure management of the government. From 2007 to 2012, eleven government orders and circulars were issued which highlighted the need and practice of prudent management of expenditure. The broad implications are shown in Table 1.
Table 1: Implications of Expenditure Management Policies
	Sl No.
	Areas
	Policy Implications


	1.
	Use of Information & Communication Technology (ICT)
	Order No. F 7(2) E. Coord/ 2007, dated 17th September 2007, Order No. F 7(1)/ E. Coord/ 2008, dated 1st October 2008 and Order No. F 7(1)/ E. Coord/ 2008, dated 10th November 2008 of the Department of Expenditure, Ministry of Finance, Government of India has explicitly mentioned the utmost utilization of the ICT tools in public administration for long-term expenditure rationalization. The Expert Committee on Information Technology, Planning Commission, Government of India (2009) has stated that more and more utilization of ICT tools in administration would result into 20-25 per cent cut in the expenditure. 

	2.
	Personnel Management
	The global financial crisis led to the downsizing of the Government. Order No. 7(1) E.Coord/ 2012, dated 1st November 2012 stated that the posts which remained vacant for more than a year shall not be revived except under rare circumstances and after seeking approval of the Ministry of Finance, Government of India. Order No. 7(2) E. Coord/ 2007, dated 17th September 2007 laid down that there will be no frequent transfer of the government officials as frequent transfers leads to financial expenditure, disruption of work and need for various trainings & orientation to new environment. The Government of India also announced the development of employee management system for faster retrieval of employee information and data. 

	3.
	Performance Management
	The expenditure management policy of Government of India brought into focus the issue of performance based availability of funds. Order No. F (1) E. Coord/ 2012, dated 14th November 2012 clearly stated that grants-in-aid to Autonomous Bodies or NGO or any other organization/ institution (other than State Governments) shall not be released further if Utilization Certificates (UC) of the previous expenditures are not submitted and better performance is not shown. Order No. F 7(1)/ E.Coord/ 2011, dated 11th July 2011 laid down that fiscal transfers to States, Public Sector Undertakings (PSU) and Autonomous Bodies would be strictly based on reduction of fiscal deficit of the budget (for the State Governments) and performance of the PSU’s and Autonomous Bodies. 



Similar expenditure management orders and circulars are issued by various State Governments (federal units of India). The policies are to be implemented by the organizational units of the government. In this work, analysis have been done regarding the implementation and adoption of various aspects of public expenditure management by government organizations at federal level (Government of India) and at nine States of India (Assam, Gujarat, Karnataka, Kerala, Madhya Pradesh, Punjab, Rajasthan, Uttar Pradesh, Uttrakhand). From the different orders and circulars of expenditure management, ten questions/ areas have been identified and responses of the Financial Advisors & Chief Accounting Officers (FA & CAO) through email have been captured. The ten questions/ areas are presented in Table 2 and the numbers of e-mail sent and final responses received from FA & CAO are shown in Table 3. Every government organization/ department is having FA & CAO as head of finance and budget. Here, government organizations consist of offices under the ministries, directorates, municipal bodies, autonomous bodies, corporation etc. The FA & CAO were asked to response freely on the ten questions/ areas and the responses were collected in between the period from 1st February 2013 to 15th March 2013. 
Table 2: Ten questions/areas of expenditure management policies
	Q1
	Lack of trained official in using IT application and tools.

	Q2
	Excess manpower

	Q3
	New personnel management policies and strategies

	Q4
	New financial management policies and strategies

	Q5
	Trained financial officers

	Q6
	Resource rationalization or rational use of resources

	Q7
	Employee information system

	Q8
	Performance based fund re-allocation

	Q9
	Performance audit

	Q10
	Any major process re-engineering



The Expenditure Reform Commission (2000), Expert Committee on Information Technology of Planning Commission (2009) and the above mentioned various orders of the Government of India (GOI) has advocated for more utilization of IT applications and tools which would results in higher cost savings in the long-term. But in order to utilize and harness the various IT applications and tools, there is a requirement of well trained employees (Q1) in those applications and tools. The problem of excess manpower (Q2) is significant in the offices of the federal government and State governments which results into inefficiency and excess expenditure. The various government orders focused on the need of management of expenditure with respect to personnel resources. The government has argued for stoppage in frequent transfers of officials, freeze in new recruitments, skill development, trainings, flexible staffing policies etc. In this situation, development of new personnel management policies and strategies (Q3) have been encouraged and also initiated in various departments. The major focus of policies on public expenditure management is on financial management and accounting techniques. The global economic crisis brought the focus on financial resource planning, allocation, fund management and rationality in disbursement. In India, there arise the importance of professionalized approach in financial management and application of various accounting techniques and auditing practices. Thus, need of new financial management policy & strategy (Q4) became inevitable. When there is need of new financial management policies & strategies, than the importance of trained financial personnel (Q5) automatically arises. For better fund management & accounting practices, people trained in finance and accounting are recruited by the government. There seems a major transformation when specialized services (such as Indian Audit & Accounts Services, Indian Civil Accounts Service and similar services in the States) are growing in cadre strength and functional importance than general civil services (such as Indian Administrative Service and similar such services at State level). The core aspects of public expenditure management (PEM) are rational use of resources (Q6). The various government orders and circulars are centralized on the notion of rational use of resources which would result in greater efficiency, better performance and fund management. Creation of employee database (Q7) has been strongly advocated by the orders of Government of India. The centralized database would help in better staffing, record keeping, training, skill development and generation. The government orders and circulars emphasized the need of better performance and allocation & re-allocation of budgetary fund on the basis of performance (Q8). The autonomous bodies, public sector units (PSU) and other organizations have been strongly advised to submit ‘Utilization Certificate (UC)’ for further allocation of funds. The performance achieved, which is presented by the government organizations through reports and utilization certificates (UC) are need to be further checked by the third party. Thus, there arises the need of performance audit (Q9). It is being highly encouraged by federal government as well as State government in India. Better public expenditure management needs re-organization and desired changes in the rules & regulations, methods, policies, personnel, financial management, organizational etc. Overall process re-engineering (Q10) has been highly advocated by the National e-Governance Plan (NeGP) (2003-2007) of Government of India.
 Table 3: Number of responses received from FA & CAO 
	Particulars
	Number of e-mailed sent
	Final responses received


	Government of India (GOI)
	125
	46

	Government of Assam (GOA)
	125
	18

	Government of Gujarat (GOG)
	125
	23

	Government of Karnataka (GOK)
	125
	17

	Government of Kerala (GOKL)
	125
	30

	Government of Madhya Pradesh (GOMP)
	125
	21

	Government of Punjab (GOP)
	125
	14

	Government of Rajasthan (GOR)
	125
	19

	Government of Uttar Pradesh (GOUP)
	125
	36

	Government of Uttrakhand (GOUK)
	125
	12



The responses received through e-mail regarding the ten questions/ areas from the FA & CAO of different government organizations and departments are shown in Table 4. The response of FA & CAO shows the current status of various aspects of expenditure management which are being under implementation or in course of implementation. 
Table 4: Responses of the FA & CAO (in percentages)
	FA & CAO

	Q1
	Q2
	Q3
	Q4
	Q5
	Q6
	Q7
	Q8
	Q9
	Q10
	Overall Average


	GOI
	25
	33
	1
	3
	4
	17
	68
	44
	69
	9
	27.3


	GOA
	62
	45
	6
	2
	9
	19
	29
	47
	42
	9
	27.0


	GOG
	59
	68
	4
	7
	2
	13
	34
	19
	48
	11
	26.5


	GOK
	54
	73
	9
	2
	7
	10
	47
	15
	61
	9
	28.7


	GOKL
	19
	27
	2
	1
	7
	14
	47
	58
	67
	11
	25.3


	GOMP
	71
	62
	3
	1
	2
	12
	44
	52
	68
	4
	31.9


	GOP
	64
	53
	1
	1
	1
	6
	9
	17
	58
	6
	21.6


	GOR
	79
	46
	4
	3
	8
	15
	37
	48
	57
	3
	30.0


	GOUP
	84
	77
	1
	1
	2
	5
	57
	48
	47
	8
	33.0


	GOUK
	91
	23
	1
	1
	1
	4
	19
	23
	27
	1
	19.1




The response of the FA & CAO reflects some interesting facts. The problem of unskilled manpower with respect to IT application and tools is higher in degree in most of the States. The highest is in Government of Uttrakhand (91 per cent). For better expenditure management, application of ICT is encouraged. But apart from infusion of ICT in the government organizations, there is also need of proper training and skill development. The problem of excess manpower is significant in the offices of the federal government and state governments. The strategy building for new personnel and financial management policies is at the nascent stage and almost at the process of initiation. The state government of Gujarat, Karnataka and Rajasthan are leading in this direction. As trained financial personnel are concerned, Government of Assam and Rajasthan are the leading states followed by Government of Karnataka and Kerala. In resource rationalization, the performances of all the governments are below 20 per cent. But there is good initiation for the development of employee information system. With respect to performance based fund re-allocation, some governments are doing well while some others are lagging behind. The performance of Government of Gujarat, Punjab and Karnataka are well below 20 per cent. On the other hand, there seems good encouragement of ‘performance audit’. The organizations of federal government as well as state governments are implementing the practice of performance audit in greater proportion. All the states except Government of Uttrakhand are having implementation percentage above 40. The overall process re-engineering is still at the stage of initiation and at much lower level. 
4. Conclusion
The fiscal reforms and expenditure management in India got a real policy push after 2000 with the establishment of Expenditure Reform Commission (2000-01), reform program for the States, Project Management Unit (PMU) for externally aided projects, Reserve Bank of India (RBI) (Central Bank of India) initiatives on reforms in State finances and Fiscal Responsibility & Budget Management Act (FRBM) (2000) (JBIC, 2001). The management of administrative expenditure and various policy initiatives in this regard came into focus after the austerity measures adopted by the Government of India and various State Governments during the global financial crisis. 
From Table 4, it is found that there are need to effectively implement the various core areas of expenditure management. In 2001, the report on ‘Management of Public Expenditure by State Governments in India’ highlighted the need to down-sizing of employees as a measure to control administrative expenditure. The Expenditure Reform Commission (2000-01) recommended levy of user charges, scrutiny of staff strength with a view of restricting new recruitment and use of information technology to promote efficiency in activities with large interface with people. The ineffective implementation of expenditure management in India is due to leakages and wastages in use of resources (Ramji, Suresh and Srinivasan, 2001). In 2013, the scenario remained the same and from Table 4(Q6), it can be found that the percentage of resource rationalization is well below 20 per cent. For better expenditure management, there is need of strong financial and personnel management policies. Along with this there is need to strengthen performance based fund re-allocation and performance audit. For performance based fund re-allocation and performance audit, there is need to enhance the administrative powers of the FA&CAO which have been recommended by almost all the Finance Commissions of India.  
[bookmark: _GoBack]The global financial crisis may not have a severe impact on the Indian economy but it brought into focus the need and scope of management of public and administrative expenditure. The role of institutional arrangements in influencing budgetary outcomes in the areas of aggregate fiscal discipline, strategic allocation of resources and operational efficiency became significant aspects and it is now being adopted by the federal and provincial governments in India. The government also realized that with more and more use of ICT and e-governance, better management of public expenditure could be achieved. But at the ground level, there is need of better implementation and strategy for effective public expenditure management. 
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