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Abstract

Both transparency and accountability together with fiscal discipline
receive strong support from the public sector financial reporting system.
This chapter examines financial reporting in India the concepts along
with regulatory structure and its integration to the Union Budget.
The analysis explores four essential groups including the government
institutions together with policymakers and citizens alongside investors.
It emphasizes primary principles of transparency and accountability and
good governance in these systems. The chapter examines how the Union
Budget is arranged as well as how financial reporting monitors budget
execution and it analyzes problems linked to data precision and political
interference and transparency issues. Multiple digital innovations
(PFEMS, GST, DBT) and accrual-based accounting now exist with
specialized budgeting approaches for gender and environmental
sustainability and these developments receive research through global
benchmark analysis. The last part of the research outlines future
projections along with specific policy suggestions and outlines a direction
for strengthening Indian public financial reporting systems. The fiscal
management system of India will improve for effective governance
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alongside economic stability through the implementation of digital
transformation together with institutional oversight and participatory
budgeting.

Keywords: Public Sector Financial Reporting, Union Budget, Fiscal
Transparency, Accrual Accounting, Budgetary Reforms.

Introduction

An economic framework needs transparent financial reporting
of the public sector to achieve effective governance along with
clear accountability for all operations. The Indian Union Budget
functions as the vital foundation for public financial management
through its presentation of governmental fiscal activities and
economic plans for the following financial period. The extensive
size of public funding requires proper financial reporting as an
essential measure for building trust between the general public
along with investors and government officials.

The public sector requires structured processes to document and
arrange financial documents which originate from government
activities. Public resources remain effective through financial
reporting since it enables tracking the budget allocations along
with revenue collection and expenditure patterns. Public financial
reporting serves purposes beyond compliance because it builds
trust among constituent groups as well as supports economic
steady operation and facilitates better choices.

The public sector financial reporting in India exists within defined
legal and regulatory systems. The fiscal discipline of India results
from the combined effort of constitutional requirements along
with the involvement of Comptroller and Auditor General (CAG),
The Public Accounts Committee (PAC) and the use of Indian
Government Accounting Standards (IGAS) and other financial
reporting standards. The Ministry of Finance collaborates with
the Reserve Bank of India (RBI) and financial institutions to
conduct financial oversight through which they ensure public
funds remain dedicated to national objectives.

The public sector determines its fiscal status and implements
macroeconomic plans through the Union Budget which outlines
budgetary allocations along macroeconomic directions. The
document illustrates all financial streams such as taxes and non-
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tax revenue alongside its distinction between capital and revenue
spending. Financial data precision in budget reports directly
affects how the economy plans ahead as well as market trust
levels and global credit rating systems.

The financial reporting structure in the public sector encounters
various implementation challenges throughout India. The delivery
of financial disclosures with delay and slow data updates from
sources combines with political control and ineffective tracking
of expenditure which blocks fiscal accountability. Making the
change from manual cash accounting to accrual-based financial
reporting systems provides the public sector new ways to enhance
transparency but presents specific implementation difficulties.

The Indian government has implemented different reforms
toward modernizing financial reporting systems because of the
identified industry challenges. The implementation of digital
systems including Public Financial Management System
(PFMS), Goods and Services Tax (GST) and Direct Benefit
Transfers (DBT) enables better immediate financial monitoring
activities. Additionally, the adoption of Gender Budgeting,
Green Budgeting, and Outcome-Based Budgeting has enhanced
fiscal planning and performance evaluation.

The chapter investigates public sector financial reporting
enhancement possibilities through analyses of cases and
international best practices alongside predictions about its future
development in India. Emerging technology tools including
artificial intelligence, block-chain and big data analytics systems
will drive public sector financial reporting into an era of increased
transparency as well as operational efficiency and data-based
reporting. The development of improved financial reporting
methods in the Union Budget stands crucial for reaching better
fiscal management as well as sustaining economic development
and strengthening governance.

Concept and Importance of Financial Sector Reporting

Definition of public sector financial reporting

The system of recording financial transactions in government
entities through standardized classification methods constitutes
public sector financial reporting. The established framework
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offers public entities a method to present financial transaction
data including revenues and expenditures together with assets
and liabilities and fiscal policies for transparent public fund
management.

Indian public sector financial reporting exists under constitutional
mandates together with oversight from the Comptroller and
Auditor General (CAG) and the Public Accounts Committee
(PAQ). Furthermore, it follows reporting standards that include
Indian Government Accounting Standards (IGAS). Budget
implementation monitoring along with fiscal performance
assessment and responsible governance promotion are all key
functions which this mechanism fulfills.

Role of financial reporting in the public sector:

» Ensuring Fiscal Transparency and Accountability: Financial
transparency in addition to accountability reduces corruption
along with mismanagement through the establishment of
clear records covering government revenues and financial
obligations.

»> Supporting Budget Formulation and Execution: The
foundation serves as a basis for creating the Union Budget to
help the government distribute financial resources effectively
and adhere to fiscal discipline.

» Enhancing Public Trust and Citizen Engagement: The
tracking system enables citizens to follow public money
allocation where they can take part actively in public
governance processes.

> Aiding Policymaking and Economic Planning: Budget-
related economic decisions become more accurate through
the consistent availability of reliable data for determining
taxation methods and establishing subsidies and social
welfare schemes.

> Strengthening Investor Confidence: Financial stability
produced by improved investor confidence supports both
domestic and international market investments through
credit rating impact and foreign capital influx.
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» Ensuring Regulatory Compliance: The system helps maintain
fiscal discipline by following all legal frameworks as well as
auditing standards and financial regulations.

» Improving Public Sector Efficiency: The implementation
of these strategies aids the government to increase both
public sector operational efficiency and financial resource
management.

Key Stakeholders in Public Sector Financial Reporting

» Government: National government supports fiscal discipline
by delivering efficient resource allocation while keeping
public finance management transparent.

> Policymakers: Budget allocation decisions as well as economic
reforms, public welfare programs and taxation guidelines
depend on financial reports according to policymakers.

> Citizens: Citizens should both check how authorities use
public money and force officials to answer for budget actions
along with taking part in discussions about policy decisions
to optimize public funding utilization.

» Investors: Financial institutions evaluate both the stability and
credit conditions and economic indicators of organizations
because they need this data to make strategic investment
choices.

Principles of Transparency, Accountability and Good
Governance

Transparency

Through open financial reporting in the public sector all financial
material becomes readily available while maintaining both
precision and timeliness. Public budgets together with financing
details must receive thorough disclosure through simple and
transparent communication. The unrestricted availability of
financial data allows all stakeholders including citizens alongside
investors and policy groups to observe government allocations
while evaluating national economic outcomes which create trust
among the populace.
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Accountability

Public officials along with their institutions must accept
responsibility for determining both financial decisions and
organizational actions. A strict adherence to financial laws
separates ethical governance and auditing standards and forms
the core of this principle. The financial accountability of authorities
depends on the Comptroller and Auditor General (CAG) together
with Public Accounts Committee (PAC) and independent audits
for budget implementation and financial integrity.

Good Governance

Financial reporting under good governance practices requires
authorities to handle public funds efficiently through careful
management, untainted financial operations and immediate
attention to needs. The proper utilization of financial resources
functions to distribute funds with equality as well as strategic
planning for economic expansion together with social welfare
creation and sustainable growth. The implementation of digital
financial systems along with global best practice methods
together with performance metrics in budgeting helps improve
governance through reduced corruption and better operational
effectiveness.

Legal and Regulatory Framework Governing Public
Sector Financial Reporting in India

The public sector financial information in India falls under a
comprehensive set of legal and regulatory directives which
establish transparent financial standards. Indian Government'’s
financial statements undergo their preparation , audit and
presentation process through guidelines from constitutional
provisions and formulated by statutory bodies and financial
reporting standards.

Constitutional Provisions Related to Financial Reporting

Public sector financial reporting follows the principles established
by the Indian Constitution. Key provisions include:

Article 112 - Annual Financial Statement (Union Budget):
The government must prepare and deliver a yearly statement
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regarding projected revenue and expenses during the Union
Budget presentation.

Article 266 — Consolidated Fund and Public Account of India:
Article 266 demands that in India’s Consolidated Fund combined
with Public Account, proper accounts should be maintained for
all government receipts and outflows.

Article 280 — Finance Commission: The Finance Commission
defined in Article 280 gives both the Union and State governments
equal access to fair financial distribution.

Article 148-151 - Role of the Comptroller and Auditor General
(CAG): Article 148-151 explains that the Comptroller and Auditor
General (CAG) has the power to audit public financial matters
before providing reports to Parliament.

Role of the Comptroller and Auditor General (CAG) and
Public Accounts Committee (PAC)

Comptroller and Auditor General (CAG): The government
institution defending public finances conducts financial audits
of Union and State government money receipts and spending.
The organization fulfills financial regulation standards and
monitors public spending to find improper financial activities.
The organization submits financial audit findings to both State
Legislatures and Parliament so they can keep the public properly
informed.

Public Accounts Committee (PAC): The Accounts Committee
conducts thorough examination of the reports submitted by CAG
to confirm public expenses comply with budgeted amounts.
It holds government departments accountable for financial
mismanagement, inefficiencies, and irregularities. The institution
makes recommendations which enhance budgetary control
functions. The institutions improve both financial governance
and the parliamentary oversight of public funds.

Financial Reporting Standards (IGAS, IFRS Compliance)

Indian Government Accounting Standards (IGAS):

The Government Accounting Standards Advisory Board
through its issuance of standards establishes financial reporting
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requirements which promote consistent and trustworthy
government financial documents. The standard-setting regime
contains three prominent examples namely IGAS 1 (Guarantees
given by Government), IGAS 2 (Accounting for Grants-in-Aid)
and IGAS 3 (Loans and Advances by Government).

International Financial Reporting Standards (IFRS) Compliance:

Indian public sector uses cash-based accounting in most
cases for financial reporting but has started a process to adopt
international best practice accrual-based accounting methods.
Indian Accounting Standards (Ind-AS) compliance following
IFRS guidelines receives encouragement from authorities for all
state-owned enterprises and financial institutions.

Role of the Ministry of Finance and RBI in Financial
Oversight

Ministry of Finance:

The Ministry of Finance creates and delivers the Union Budget that
balances fiscal responsibility with resource maximization. Public
debt together with fiscal deficit and macroeconomic policies are
tracked by the ministry through monitoring activities to preserve
economic stability. The ministry establishes rules regarding
financial regulation in addition to tax policies and spending limits
for all government departments.

Reserve Bank of India (RBI):

The institution regulates government debt levels and public debt
operations as well as monetary policy framework. The institution
ensures financial security through managing inflation together
with interest rates and foreign currency exchange rates. Financial
operations and government transactions become clear and
transparent due to the oversight systems of this institution.

The Union Budget and Its Role in Public Sector Financial
Reporting

The Indian government presents its financial statement annually
during the Budget as a complete picture of revenues and spending
actions while detailing policy choices for an upcoming year. The
publicsector financial reporting depends heavily on this important
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tool which enables transparency together with accountability and
economic planning. The monitoring function of financial reporting
allows stakeholders together with policymakers to track budget
implementations and measure government spending efficiency
through performance evaluation and implementation assessment.

Structure of the Indian Union Budget

The Union Budget contains various important sections which give
complete coverage of government financial operations.

Revenue Budget:

Revenue Receipts: Tax revenue from Income Tax, GST and
Customs Duty forms part of Revenue Receipts together with non-
tax income from PSUs and interest payments.

Revenue Expenditure: Revenue Expenditure includes the
government spending needed for employee compensation along
with subsidy payments, pension allocations and welfare plan
funding since these activities do not result in permanent asset
generation.

Capital Budget:

Capital Receipts: Includes borrowings, disinvestments, and loan
recoveries.

Capital Expenditure: Involves infrastructure projects, defense
procurement, and other asset-creating investments.

Fiscal Deficit: The governmental borrowing requirement emerges
from the difference between all government spending and revenue
collection. The financial reporting system uses this indicator as a
main tool to measure fiscal sustainability levels.

Public Account of India: The public financial statements cover
transactions in which government operates as a trustee including
Provident Fund together with small savings and reserve funds.

Recording and Reporting of Budgetary Allocations

The government tracks its spending through detailed financial
tracking programs which confirm that budgeted funds match
official policies. Key processes include:
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Classification of Expenditure: All expenditures fall into capital
investment sections which are planned expenditures whereas the
recurring operational costs fall under non-planned categories.

Ministry-wise and Sectoral Allocations: Each budget
allocation flows to education together with healthcare, defense,
infrastructure, agriculture and social welfare services where
individual reporting takes place for every sector.

Tracking of Expenditure Through Accounting Systems:
Government financial transactions exist in cash-based accounting
systems although accrual-based accounting methods are gradually
adopted to boost financial transparency. The Controller General
of Accounts (CGA) together with Ministry of Finance maintains
expenditure tracking while preparing official financial statements.

Mid-Year and Annual Reports: The evaluation process of budget
utilization happens through mid-year expenditure reviews. The
Finance Accounts together with Appropriation Accounts make
up annual financial statements which confirm adherence to
budgetary requirements.

Role of Financial Reporting in Tracking Budget
Performance

Financial reporting enables organizations to measure how well
their budgeted funds become operational for policy fulfillment.

Tracking Revenue and Expenditure Trends: Financial reports
help determine whether earned revenue meets projection targets
and addresses the alignment of budgeted spending.

Monitoring Fiscal Deficit and Debt Sustainability: Financial
reports show how both government debt levels relate to financial
sustainability along with conformity to fiscal responsibility
requirements.

Assessing the Impact of Budgetary Policies: Reports examine
budget allocation impacts on national economic growth together
with inflation rates and both employment levels and the reduction
of poverty numbers.

Auditing and Compliance Monitoring: Through its auditing
process, the CAG verifies that public funds get used effectively
and by lawful means. Parliamentary committees such as PAC
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combined with Finance Committee and Estimates Committee
have authority to conduct financial report review as a part of their
oversight duties.

Challenges in Public Sector Financial Reporting

The financial reporting system of the Indian public sector
confronts various obstacles which affect the fidelity and clarity
as well as operational effectiveness of financial information.
The implementation of constitutional guarantees along with
regulatory bodies has not solved the problems that stem from
unreliable data, unclear budgets and ambiguous accounting
standards while being impacted by political pressures.

Issues with Financial Data Accuracy and Timeliness

Delayed Reporting: The prolonged time required for government
financial statement reporting and audit release reduces the
usefulness of these reports during live decision-making processes.

Data Inconsistencies: Financial projections experience
misalignment because of the discrepancies that exist between
budget estimates, revised estimates and actual expenditures.

Manual and Fragmented Data Systems: The public sector
depends on old-fashioned record-keeping systems that produce
inefficiencies together with errors and misreporting.

Lack of standardized reporting across states: Various accounting
methods implemented by states prevent the national-level
analysis of financial data because of differing reporting practices.

Lack of Transparency in Budget Allocations and
Expenditures

Opaque Fund Utilisation: The public cannot properly track
spent funds due to insufficient disclosure details found mainly
in defense sectors together with subsidies and welfare programs.

Off-Budget Borrowings: Certain governmental funds originate
from off-budget sources such as public sector undertakings and
special-purpose vehicles that do not appear as reported financial
activity.

Inadequate Public Access to Financial Data: The public has
limited access to financial data due to budget documents being
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published with confusing technical formats and complex
professional terminologies.

Challenges in Implementing Accrual-Based Accounting
vs. Cash-Based Reporting

Current System (Cash-Based Accounting): Indian government
applies cash-based accounting primarily because they document
transactions only through actual cash payments and cash receipts.
Due to its limitations, this system cannot track pending liabilities
together with long-term financial obligations.

Accrual-Based Accounting (Proposed Reform): It measures the
financial position of the government by recording payments and
receipts upon their occurrence thus offering precise insights into
budgetary funds along with non-standard financial commitments
and fixed assets assessments.

Implementation Challenges:

» The implementation of this system demands extensive
development programs for public servants alongside
equipment and curriculum modification for administration
staff.

» Public entities need to allocate additional funds for shifting
from cash-based methods to accrual-based accounting
techniques.

» Departments that worked with traditional accounting systems
reacted with opposition.

Political Influences and Fiscal Accountability Gaps

Populist Spending without Fiscal Discipline: The pursuit of
popularity through politics results in numerous unplanned
funding benefits for subsidy programs and waiver of loans
together with social support programs that prove unsustainable.

Election-Year Budget Manipulations: During election years
governments attempt to better the budget picture through revenue
overestimation or shifting costs away from current periods.

Weak Enforcement of Fiscal Responsibility Laws: There exists
weak implementation of financial governance laws through the



Public Sector Financial Reporting and the Union Budget

Fiscal Responsibility and Budget Management (FRBM) Act
because economic shocks lead to deviations from the stated fiscal
discipline framework.

Limited Independence of Oversight Institutions: Oversight
institutions maintain limited autonomy in financial oversight
because their suggested changes lack mandatory implementation
authority thus limiting their ability to influence government
policies.

Recent Reforms and Innovations in Public Sector Financial
Reporting

India has pursued substantial reforms together with innovative
changes to boost public sector financial reporting transparency
as well as efficiency and accountability in recent times. Indian
financial management system has undertaken modernization
steps through digital implementation of specialized budget
systems as well as transition phases for accrual accounting
standards to match advanced international practices.

Digital Initiatives and Automation in Financial Reporting

Through technological advancements and automation systems,
the Indian government enhanced its financial reporting
capabilities and cut down public fraud and simplified public
finance administration. Key digital initiatives include:

Public Financial Management System (PFMS): The system
serves as a single online solution to track real-time data about
government spending along with funding transfers and collecting
income. Through this platform government departments and
states receive immediate access to complete allocation and
dispersal data from different schemes.

Goods and Services Tax (GST) System: A single digital tax system
through GST eliminates various indirect taxes and establishes
better tax records while improving projection accuracy. Remote
invoice processing through automation joins with e-way billing
systems to increase tax compliance which results in better tax
clearance transparency.

Direct Benefit Transfer (DBT) Mechanism: A direct benefit
transfer mechanism provides leakage-free and efficient subsidy
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and welfare benefits delivery to beneficiaries through their
bank accounts. Public finance accountability increases together
with the improvement of expenditure tracking and reduction of
corruption.

Introduction of Gender Budgeting, Green Budgeting, and
Outcome-Based Budgeting

India established particular budgeting systems to distribute
resources that support environmental sustainability as well as
social fairness through financial decisions which target societal
needs.

Gender Budgeting: This process tracks public fund allocation
to support women-centric empowerment and welfare goals.
States together with ministries include gender-focused spending
tracking components as part of their budgetary process.

Green Budgeting: The approach supports sustainable
environmental policies while funding initiatives in clean energy,
pollution control as well as climate adaptation measures. The
system enables public identification of financing used for
environmental conservation programs and green initiatives.

Outcome-Based Budgeting (OBB): This system looks at
government spending effects rather than performing allocation
tracking exercises solely. The method enables tracking of specific
measurable results from budgetary allocations thus creating more
efficient public expenditure and better accountability.

Adoption of Accrual Accounting in Select Government
Agencies

Several public entities within India use accrual accounting along
with state governments and government institutions to enhance
financial transparency. The Ministry of Railways together with
the Urban Local Bodies (ULBs) and defense sector have started
using accrual-based financial reporting systems that demonstrate
a true financial situation.

Benefits of Accrual Accounting;:

» Accrual accounting reveals an entire overview of government
property, debts and everlasting financial obligations.
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» Public debt decisions along with pension liabilities and
infrastructure investments get improved through this
enhancement.

Case Studies and Best Practices in Public Sector Financial
Reporting

Financial reporting within public sector institutions serves
as the foundation for transparency along with mandatory
accountability and money management. India applied multiple
successful financial reporting methods with reforms which need
further improvement according to international standards. This
part examines financial transparency practices in India through
successful case studies and provides international perspectives as
well as an overview of worldwide best approaches to citizenship
engagement.

Analysis of Successful Public Sector Financial Reporting
Models in India

Multiple advanced financial reporting frameworks within India
operate to enhance transparency in addition to enhancing accuracy
and accountability throughout public finance operations.

Case Study 1: Public Financial Management System (PFMS) -
Enhancing Real-Time Financial Tracking

Through the Public Financial Management System (PFMS),
Indian authorities developed real-time financial tracking for
improved monitoring. Under the Public Financial Management
System all government financial receipts, expenditures and fund
transfers occur instantaneously through its IT infrastructure.
Through its successful adoption in multiple ministries, the system
increased budget efficiency and decreased funding losses while
better monitoring took place. Through PFMS implementation
for MGNREGS, fund transfer authorities can monitor payments
which results in rapid wage distribution to beneficiaries.

Case Study 2: Rajasthan’s Social Accountability Law -
Strengthening Budget Transparency

Rajasthan strengthened budget transparency through its
implementation of the Social Accountability Law in the state. The
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Rajasthan government established the Social Accountability Law
to require budgetary transparency through public disclosures
combined with citizen involvement and grievance system
management. Through this model, citizens have gained better
oversight of government spending between infrastructure
development programs and welfare programs.

Case Study 3: Kerala’s Gender Budgeting Model

The state of Kerala started gender budgeting through its
implementation of a gender-oriented budget monitoring
system across the state’s financial plan. The allocations receive
classification through their effects on women’s empowerment
which further enhances gender-sensitive financial planning
systems.

International Comparisons: How India’s Financial
Reporting compares to the UK, USA, and Australia

India has made significant progress in public financial reporting,
but global best practices from developed economies offer key

lessons:

Aspect India UK USA Australia
Accounting Cash-based| Accrual-based | M o d i fi e d | Accrual-based
System accounting|accounting | accrual-based | accounting

(gradual shift to | for all public [accounting|w i t h
accrual in select | sector finances | with long-term | transparent
agencies) projections fiscal policies
Budget Improved with |H i g h|Detailed| Annual budget
Transparency | digital tools | transparency | Congressional | statements with
(PEMS, DBT, GST) | with open | Budget  Office | citizen-friendly
data policies (CBO) reports formats
Citizen Limited to social | Strong citizen | Town halls, | Comprehensive
Engagement | audits in some | engagement | public hearings | public finance
states through]|on budget | reports in
on 1lin e|allocations user-friendly
consultations language
Audit & CAG audits but | Independent | Government|Auditor-
Oversight recommendations | UK National | Accountability [ General’s
not binding Audit Office | Office (GAO)[oversight
(NAO) with legislative | with strong
authority compliance
mechanisms
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Key Learnings for India:

» The move to accrual-based accounting methods will produce
better financial transparency while improving sustainability
of the public finances.

> The implementation of enhanced financial reporting
engagement systems between citizens will build public trust
in addition to increasing accountability.

> The audit institution known as CAG requires expanded
powers equivalent to those exercised by GAO in the USA.

Best Practices in Budgetary Transparency and Citizen
Engagement

Nations throughout the world have executed modern strategies
to develop financial transparency and public citizen participation
levels.

Best Practice 1: Open Budget Index (OBI) — Global Benchmark
for Budget Transparency

The governments of New Zealand together with Sweden and
Norway have earned their position as top performers in budget
transparency because they offer unrestricted access to financial
documentation. The OBI shows India holds a mid-range position
while enhanced budget-time exposure and increased citizen
interactions would boost its rating.

Best Practice 2: Participatory Budgeting in Brazil — Engaging
Citizens in Financial Decisions

Brazil gives its citizens the power to choose how budget funds
are distributed through local government decision-making votes.
Such a model lets taxpayers monitor budget distribution to ensure
all resources function effectively. India made a positive move
towards social accountability through the implementation of the
Rajasthan Social Accountability Model.

Best Practice 3: Australia’s Plain-Language Budget Reports —
Making Public Finance Understandable

The Australian government leads through its practice of creating
easy-to-understand financial reports called Plain-Language
Budget Reports. The budget fact sheets published by Australia
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use easy-to-understand language to present financial reports
so that all citizens can comprehend them. Budget summaries
presented in simplified language would help India raise public
understanding of financial matters among its citizens.

Future Trends in Public Sector Financial Reporting

>

Al and Big Data in Financial Analytics: The government will
boost its financial operations by applying artificial intelligence
(AI) and big data systems to do real-time monitoring for fraud
detection and budget prediction.

Full Transition to Accrual-Based Accounting: Public sector
institutions throughout India will enhance their adoption
of accrual accounting standards which will improve their
international financial transparency levels.

Block-chain for Financial Transactions: Block-chain
integration will enable tamper-resistant financial reporting
with complete transparency and real-time information
delivery.

Greater Citizen Engagement through Digital Platforms:
By expanding mobile applications and open data portals
to distribute financial information openly to the public
institutions will achieve greater transparency along with
better accountability.

Policy Recommendations:

>

Enhance Fiscal Transparency through Open Data Initiatives:
Users should be able to access budget documents together
with government expenditure reports and financial audit
findings through efficient digital interfaces.

Strengthen Institutional Oversight and Independent Audits:
Public financial regulations must be enforced more strictly by
Comptroller and Auditor General (CAG).

Promote Accrual-Based Accounting across Public Sector
Entities: The implementation of accrual accounting should use
an organized timeline beginning with essential government
departments and ministries to establish its operation.
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» Increase Public Participation in Budget Processes: A
mechanism of participatory budgeting should be introduced
both at local government and state governmental levels to
enable citizens to take part in financial policy development.

> Adopt International Best Practices for Budget Reporting:
Enhancing investor confidence and fiscal discipline requires
public entities to use worldwide financial reporting
benchmarks (IFRS, IPSAS) for their financial standards.

Conclusion

Public sector financial reporting in India progresses through
fast changes because of digital transformation and modern
policy implementations and international financial standards
adoption. Financial transparency along with digital governance
and budgetary reforms are improving yet accuracy of data and
political interference together with accounting constraints have
persisted. In order to establish an accountable public financial
management system the key elements are institutional oversight
strengthening as well as technological advancements and
increased public involvement. India can create an advanced and
sustainable financial reporting system for the future through
futuristic policies which use technology to drive financial reform.
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