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Editorial
A very warm welcome to the first edition of Aarthika Charche. A small introduction
to this Journal is in order. While there are prestigious journals and magazines in the field
of economics, few of them are devoted to economics and governance issues. Given that the
mission of FPI is ‘to position itself as the first point of reference for consultancy and handholding by all the public sector administrative units’ in matters related to fiscal management
through research and training, the FPI Journal seeks to bridge this gap by providing a platform
for the exchange of information and ideas between academics and practitioners, government
and non-government entities, data producers and users.
The physical, social, economic and cultural conditions create a complex and challenging environment for governments to function. Through its articles and contributions, Aarthika Charche
seeks to provide valuable and practical inputs for governments and other stakeholders which offer
a more sophisticated understanding of these conditions by being an incubator of new ideas. As a
first time venture, this has been a steep learning curve for all of us. Nonetheless, with the combined
efforts of the editorial board, staff, and contributors, I have no doubt that Aarthika Charche will live
upto expectations in an extraordinary manner.
Prachi Pandey

Director, FPI

The first edition has twelve thought-provoking articles. Each article is unique in its stream of thoughts.
‘Involving People in Budget Making Process’ discusses that when citizens are allowed to negotiate with
government officials with respect to budgetary allocation and investment priorities, it can result in increased expenditure on welfare activities. The article on ‘Promoting Policy Formulation at the State Level in
India’ tells us its criticality in the success of various government programmes and schemes and why it needs
to be strengthened. The third article on ‘Financing Village Panchayats in Kerala’ gives an analytical overview
of the structure and composition of financing of Gram Panchayats. The fourth article on ‘Strengthening Public
Expenditure Management at State Level’ describes some reform options in public expenditure management
systems of the States and how the reforms should bring in result oriented achievements. The article on ‘Service
Level Benchmarking and the Urban Water and Sanitation (WATSAN) sector’ discusses the need for benchmarking in view of the huge investment in the sector and the quantum leap required in service improvement. The sixth
article on ‘Smart Cities’ talks about the challenges in establishing them and the strategic moves required for successful smart cities. The next article from the findings of NSS 60th and 71st rounds identifies changing trends over
the last decade in morbidity, healthcare seeking and cost of healthcare to people in Karnataka and appraises the
role of public health systems in improving healthcare provision and financial protection. The article on ‘Institutional
Support to Entrepreneurs’ discusses the relevance of socio-cultural context in deciding the policies by taking the study
of entrepreneurs in Mizoram. The next article on ‘Gender Budgeting in India’ discusses about the issues and challenges
in its implementation. The last three articles are about the implementation of FMIS in Indian States, how e-governance
can be used as a toll for good governance and how environment audits have resulted in enforcing more accountability
on the public administration for delivery of services and protection of the environment.
I wish the readers a joyful reading and hope that these articles should be able to increase your inquisitiveness to explore
the related aspects.
S. Leena
Editor-in-Chief

Involving People
in Budget Making
Process
-Govind Bhattacharjee1
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the first on the subject, is being published
by Oxford University Press.

***
Abstract
Engaging citizens in governance gives
citizens a stake in decision-making
and also increases the transparency
and quality of the governance. Citizen
engagement in various forms in different
countries, has achieved remarkable
success and it would be worthwhile
to take lessons from some of these
innovative forms of engagement.
Participatory budgeting practices
allow citizens to negotiate with
government officials with respect to
budgetary allocation and investment
priorities that result in increased
expenditure on welfare activities.
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T

he continual battle between the Aam Aadmi Party (AAP)
Government in Delhi and the Lieutenant Governor has shown
both the warring parties in poor light. Unfortunately, all this has
detracted attention from an exemplary AAP initiative – Janta ka
Budget- taken up by the party for direct engagement of citizens in
governance.

The Annual Financial Statements are presented every year with
lots of fanfare in our country, to guide the economic course of the
nation for the next one year. These are, however, veiled in secrecy
while under preparation, perhaps a colonial hangover. The same
process though, on a much lesser scale, is repeated in every state.
But whether at the Centre or in the states, the people whose economic
fortunes and spending priorities for the next year are being decided,
find absolutely no place in the scheme of things; all decisions for their
welfare are taken by the mandarins of the finance ministry/ department
in their wisdom. The underlying assumption, perhaps, is that budgetmaking, being incredibly complex, tortuous and a technically intricate
exercise, would not be amenable to the understanding of the ignoramus
on the street. Thus, the budget is always locked in the Black Box, to be
opened only on the day of presentation to disseminate the fragrance of
its promises, accompanied by long-winding speeches of finance ministers
often interspersed with couplets embodying the wisdom of sages and
carrying very little meaning for the common man; even the bulky documents
that the exercise produces are incomprehensible to most. The rituals and
secrecy associated with the preparation of a budget, in fact, render it farcical.
It is a needless one-way communication, in which the citizens whose lives
it affects, get no opportunity to discuss, debate and influence the allocation
of public resources for government activities. It is characterized by complete
opaqueness, and possibly clientelism and patronage as well, besides barring the
entry of fresh ideas, which makes every budget look like stale wine in a new
bottle that has lost its newness from overuse.

Views expressed are personal.
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The argument given in defense of the existing system
and practices is that bringing such discourses in the public
domain, would lead to corporate houses, interest and lobby
groups as well as powerful elites hijacking the entire process
and robbing it of whatever little objectivity it is still left with.
What such argument shields is the absence of accountability,
transparency, and participation, which are essential elements
of any system of good governance. This need not be so.
Website of the Office of Management and Budget, USA,
provides a link that enables anyone to file a petition on the
budget, and each petition draws a reasoned response from
a responsible government official. This ensures citizens’
participation and injection of fresh ideas and accountability
on the part of a designated government official. Such
participation or accountability is conspicuously absent in our
budgeting processes.
In a welcome departure from the stale practices
followed every year for the preparation of the annual budget,
in May 2015, the Delhi Chief Minister kick-started a public
consultation process at a constituency, to be followed by
similar consultation in 11 others, to seek people’s views for the
city’s budget. The idea was to cover all the 70 constituencies
during the five-year tenure of the Government – in an attempt
to engage citizens, in a truly decentralised decision making
process for budget preparation. For the purpose, each of the
twelve constituencies are to be allotted Rs 20 crore, to be
distributed among 40 parts, each part getting Rs 50 lakh to
address local issues of concern to be decided by the people
on the basis of votes, in which all persons with their names
on the electoral lists can participate. About 300 people
present at the meeting listed out 21 key issues and voted on
the issues most pertinent to their areas, which could be taken
up within the budget of Rs 50 lakh, ranging from libraries,
parking lots, dispensaries, rainwater harvesting and road
repair to community centres, security and even the covering
of drains. Development works are prioritized based on voting
and area residents are to be given regular updates on the
status of work.
AAP Government has taken a leaf out of the participatory
budgeting practices that was started in the city of Porto
Alegre in Brazil in 1989. It allowed citizens to negotiate
with government officials over the municipality’s budgetary
allocation and investment priorities that resulted in increased
expenditure on basic sanitation and health services such as
water connections and waste removal. The local government
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of Porto Alegre now spends about $ 200 million per year on
construction and services through its annual participatory
budgeting exercise. Since then, participatory budgeting
has been used in many cities across the world to increase
the effectiveness of Government’s spending programmes
through citizens’ engagement. In Brazil, 50,000 people out
of a total 15 lakh population now participate in assemblies
held at neighbourhood, city and regional levels to decide
on spending priorities. In Rio Grande do Sul in Brazil, over
one million citizens vote on budget priorities in the state,
deciding where a portion of the public investment should be
spent; they can exercise their votes physically in the polling
stations or electronically through computers or mobile
phones, increasing participation and decreasing costs.
Since Porto Alegre, this process had been replicated in
more than 1500 municipalities in Europe, Asia, Africa, and
North America. Quite a few countries have extended the
process to the preparation of the national budget, including
Brazil, Peru, UK, Finland and Nigeria whose budget
legislations include provisions for citizen participation and
engagement, including, as in Brazil, public hearings during
preparation and discussion of the budget. Across the world,
people today are increasingly being engaged in decision
making involving substantial amount of funds.
It is to be noted, however, that adoption of public
budgeting, by itself, does not automatically translate into
welfare improvements. Studies point out that participatory
budgeting needs not only financial resources, but also more
importantly, political commitment from local governments
along with sustained and organized efforts from citizens
and civil society. It automatically implies establishment of
transparent and effective mechanisms for the government to
respond to citizens.
In our country, however, participatory budgeting remains
an alien concept, mostly due to the lack of political will and
mass awareness. Only a few Indian cities have experimented
with participatory budgeting. In 2001, Bangalore became
the first city in India to implement participatory budgeting,
when a civil society organization, Janaagraha, launched a
participatory budgeting campaign towards improving local
governance through engaging citizens in local infrastructure
planning. Janaagraha facilitated a participatory budgeting
process in 2002–2003 across 20% of the city’s municipal
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wards, but the practice was soon given up. The experiences
gained from this exercise was summarized in a book on
participatory planning and a video which helped participatory
planning processes in cities such as Hubli–Dharwad and
Pune. The major challenges were mobilizing citizens to
produce good plans and convincing local government that
these plans were legitimate and workable.
In 2006, Pune implemented it for the first time and
attracted massive response from the citizens as well as
NGOs. Under participatory budgeting in Pune, each prabhag
(comprising of two electoral wards) was allocated a budget
of Rs. 50 lakhs with the maximum limit of Rs. 5 lakhs for
a single project. Rs. 38 crore out of a total annual budget
of Rs 4100 crore of the Pune Municipal Corporation, was
allocated for 76 prabhags towards participatory budgeting
during 2013-14.
Engaging citizens in governance has been an ancient
global practice, the origin of which can be traced to the citystate of Athens some 2,500 years ago where citizens were
given an active role in civic governance. It was a participatory
system of democracy under which Athens flourished in many
ways and created a unique civilization, the fruits of which
have enriched the entire humanity for all times to come.
Rome followed suit, but the process was hijacked, at times,
by power hungry rulers. Subsequently, countries in the
Middle East and North Africa also devised their own forms
of citizen engagement which ultimately institutionalised the
tradition of ‘Shura’ - the ‘consultative assembly’, which is
still in existence in Arab countries to advise the monarch.
Parliament of Pakistan is called the Majlis-i-Shura, and the
Upper House of Parliament in Egypt is known as the Shura
Council.
Citizen engagement is actually a social contract between
citizens and government which gives citizens a stake in
decision-making. It not only improves development outcomes
through consultation, collaboration and participation of the
citizens, but also increases the transparency and quality of the
governance. Citizen engagement in various forms in different
countries, has achieved remarkable success and it would be
worthwhile to take lessons from some of these innovative
forms of engagement.
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In Uganda, local civil society organizations worked
to promote a local compact between communities and
local health workers in villages to involve the community
in monitoring the implementation of Government’s health
programmes. This resulted in reduction in the infant
mortality by 33% and increase in the usage of outpatient
services by 20%; there was also noticeable improvement in
overall health treatment practices. In Indonesia, communitylevel participatory budgeting and oversight increased access
to healthcare and reduced poverty in all the sub-districts
covered by the nation-wide rural community development
program, PNPM.
FixMyStreet, a UK-based online platform, allows
citizens to participate by reporting problems with local
infrastructure like existence of potholes, graffiti or broken
streetlights, which are automatically forwarded to the
relevant local authority, and the citizen is later notified if
and when the problem is fixed by that authority. In South
Africa, an initiative was launched by the NGO, Section
27, in which mobile phones with a free text SMS number
were given to parents in some schools of Limpopo district
so that they could report instances of a teacher not turning
up, or textbooks not delivered, or toilets not working; it was
successful in improved outcomes in all these areas. It was
the citizens’ initiative about enforcing accountability that
restored power back in their hands.
In 2002, Ethiopia started decentralising service
delivery through inter governmental fiscal transfers from
the federal to regional, and then down to municipal, or
woreda, administrations using participatory budgeting
practices. Despite concerns that limited local capacity and
a hierarchical, traditional society would undermine local
government effectiveness, this decentralization succeeded
in improving delivery of basic primary social services to
ordinary people. Child mortality fell from 123 per thousand
in 2005 to 88 in 2010, and the net primary enrolment rate rose
from 68 percent to 82 percent during this period. Studies have
shown that while benefits of participatory budget spending on
health, education, and agriculture at the woreda level accrued
to all income levels, 58 percent of the beneficiaries belonged
to the bottom two quantiles, meaning the poorest.

8

Lack of participation and opaqueness in budgetary
processes are not problems faced only in our country.
International Budget Partnership (IBP) is a Washingtonbased advocacy group founded in 1997 with the objective
of promoting ‘transparent and inclusive budget processes as
a means to improve governance and service delivery in the
developing world.’ It endeavours to make the government
budgets more ‘responsive to the needs of poor and lowincome people’ and to render the process of budget making
more transparent and accountable to the public. It aims
to fulfil these objectives by partnering with civil society
organizations around the world, leveraging their local
knowledge, experience and relationships with the public
in order to transform their country’s budgetary system. In
its own words, ‘IBP works in five major areas: building
budget analysis and advocacy skills through training and
technical assistance; measuring and advancing transparency,
accountability, and public participation in the budget
process; contributing to strong and sustainable organizations
by providing financial assistance for civil society budget
work; enhancing knowledge exchange by acting as a hub
of information on civil society budget work; and building
vibrant international and regional budget networks.’
Open Budget Survey (OBS) is an initiative taken by
IBP to disseminate information about budgetary systems
and practices followed in different countries and suggest
remedies to strengthen the budgetary systems. OBS
assesses the three core pillars of a well-functioning budget
accountability ecosystem: transparency, participation, and
oversight. The Open Budget Index (OBI) assigns to each
country a score from 0 to 100 based on the availability
of budget information in public domain. A country’s OBI
score reflects the timeliness and comprehensiveness of
budget information available in the public domain in eight
identified key budget documents: Pre-Budget Statement,
Executive’s Budget Proposal and supporting documents,
Enacted Budget, Citizens’ Budget, In-Year Reports, MidYear Review, Year-End Report and Audit Report. Of these
eight documents, India does not prepare only the first one,
one that is essential for public participation.
In its latest survey results released in 2015, at least
one of its three pillars was found to be deficient in all but
four of the 102 countries surveyed. It also found that, “The
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vast majority of the world’s population live in countries
where governments still fail to provide enough budget
information for the public to fully understand or monitor how
public funds are raised or spent.” Among the 102 countries
surveyed, only 24 provide sufficient budget information.
Of the rest, in 34 countries, public is largely left in the dark
about budget policies, while in 44 countries, limited budget
information is only available, which ‘constrains the ability of
civil society and the public to assess the overall fiscal health
of a country and evaluate the effectiveness of government
policies.’ In the latest OBS, India scores a modest 46 out of
100 in transparency (Open Budget Index), 75 in oversight of
budgetary expenditure by Supreme Audit Institution, 39 in
oversight by legislature and a pathetic 19 out of 100 in public
participation.
One country that stands out in terms of public
participation with the highest score of 83 out of 100 is South
Korea which provides extensive opportunities for public
engagement through six major mechanisms: (1) formalized
“Open Discussion for the Public” (ODP); (2) meetings with
local government officials by central government agencies
and field trips; (3) a fiscal policy advisory meeting; (4) an
Assembly Experts Hearing; (5) a budget waste reporting
centre; and (6) public participation in audits by the Board
of Audit and Inspection (BAI). The different steps involved
in the budgeting process in South Korea are shown in figure
1, which are worth emulating by suitably adapting to our
situations.
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Figure 1. Public Participation in the Budget and MTEF2 Formulation Processes3
Month
1

MTEF and annual budgeting cycle

Public participation mechanism

MTEF preparation (LMs)
MTEF Draft (BO)

32
4
5
6
7
8

- Coordination (BO and LMs)
- Cabinet Meeting
- Ceilings Communicated to LMs
Budget draft by LMs
- Budget formulation
- Submit to the
Assembly

9
10
11

- MTEF task force
team work

Open Discussion for the Public (Public Hearing)

Meeting with local governments and field trips

- Finalise MTEF
- Submit to the
Assembly

Assembly review and
finalisation

Fiscal Policy Advisory Meeting with LMS, experts,
local governments

Assembly Expert Hearing

12
Budget Implementation

Budget Waste Report Centre

Budget Settlement & Audit

Public participation in audits by BAI

Of course, citizens’ engagement alone is not enough to
usher in change and improvement. Change can come only
through collective organisation, collective action and strong
networks. Democracy has its own limitations, and elections
– the only tool to engage citizens directly in governance
through the exercise of their choices once in five years –
being restricted only to choosing the government, may not
be an effective tool for empowering citizens and facilitating
citizens’ engagement. But citizen engagement can be a
powerful catalyst to usher in change, even in a tradition
bound society like ours. It can also be an effective means for
providing feedback to governments to prevent and control
disasters. Of course, it presupposes the existence of a free
media to carry this feedback - Amartya Sen has shown that
people don’t die of famines in countries with free media.
MTEF: Medium Term Expenditure Framework; LM: Line
Ministries; BO: Budget Office.
3
Source: Kang, Young Kyu and Saw Young (Sandy) Min,
“Public Participation in the Budget Process in the Republic
of Korea”, World Bank, June 2013 (http://siteresources.
worldbank.org/PUBLICSECTORANDGOVERNANCE/
Resources/285741-1361973400317/GPSM_Korea_v4.pdf),
accessed 27/10/2015)
2

The 73rd and 74th amendments to our Constitution
mandate local self-governance in our villages, towns and
cities. The Model Nagara Raj Bill, 2008, our first community
participation legislation, introduced as a mandatory reform
under the Jawaharlal Nehru National Urban Renewal
Mission (JNNURM), sought to create new tiers of decision
making in each municipality called the Area (Mahalla) Sabha
that will elect Ward Committee comprising of citizens of the
locality who will prepare ward-level budgets in consultation
with local people. With municipality at the apex, it was a new
3-tier structure for local self-governance. State governments
are averse to passing the bill for fear of losing their grip
over these bodies, and thus even after two decades since the
Constitutional amendments, we are nowhere close to the
dream of practising local self-governance. There are few
channels for citizens to participate in local governance and our
current top-down models of urban governance are ineffective
because centralized solutions cannot address dispersed and
decentralized requirements of urban populations.
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Only by creating the appropriate accountability space
through institutionalization of citizen participation, can
people be empowered to participate in decision-making
on matters that directly affect their lives. Experience of
Bangalore and Pune tells us that citizens can successfully
initiate participatory planning and budgeting, independent of
the ruling dispensation in the state. These can bring better

neighbourhood-level outcomes and a more significant role
for the citizens in decision-making. Overall, these may lead to
better urban planning and governance. Once the experiments
become pervasive at the local level, their outreach can be
extended gradually to the sub national and then finally to the
national level, bringing an end to the Black Box Budgets.
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***
Abstract
The process of policy formulation at the
state level is critical to the success of
various government programmes and
schemes. The wide-ambit and criticality of
the state-level development responsibilities
is well-established but increasingly, states
will have flexibility to use central funds
for what they think is important. It is,
therefore, imperative that the process
of policy formulation at the state level
is strengthened. Issues of public policy
encompass more than one domain and
involve a multiplicity of actors and
considerations. Resolution of conflicts
and interdepartmental coordination
are important in arriving at major
policy decisions.

1. Introduction

N

ow that the Policy Commission has been announced by
the Government of India, in place of the earlier Planning
Commission, the country’s focus is shifting from the planning
process to policy formulation. It also indicates that India strongly
needs a better policy forming process, due to its multidimensional
implications.
A good policy does not necessarily lead to good development,
unless it is implemented in its intended spirit. It also demands
professional capabilities at the implementation and monitoring levels.
While policy formulation happens both at national and state levels, the
actual development will occur in most development sectors at the state
level to be implemented by the state agencies.

It will be interesting to watch if the action taken at the national level
of converting Planning Commission to Policy Commission will become a
trend setter at state level to reengineer the State Level Planning Boards to
Policy Boards. Indeed, with the advent of stronger and more professional
bodies in recent decades outside the government arena, which are able
to marshal quick analysis and policy briefs at sectoral and macro levels,
the Planning Boards are losing their sheen. Hence, many states are hiring
professional agencies (e.g. Price Waterhouse Coopers, Ernst and Young,
Deloitte) at a huge cost to prepare sectoral and analytical reports and Vision
Documents (for example, Andhra Pradesh, Karnataka).
In this context, it would be useful to understand the process of policy
formulation at the state level and its critical dimensions. To a large extent, this
is also true at the national level. But the discussion here is focused on the state
level scenario.

_________________________________________________
1
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2. Constitutional Framework
The Constitution of India provides for a federal structure
of states but whether in reality, India is more federal or
unitary in character, has been the subject of intense debate.
According to the Constitution, India “shall be a Union of
States”. The constitutional expert Durga Das (1987) opines
that the constitutional system of India is basically federal but
with striking unitary features. The salient federal and unitary
features are summarized below.

Federal features:
•

Dual Government: There are two governments
- the national or federal government and the
government of each component state.

•

Distribution of Powers: There is distribution of
powers between the federal government and the
states.

•

Supremacy of the Constitution: Every power executive, legislative or judicial - is subordinate to
and controlled by the Constitution.

•

Authority of Courts: The courts have the final
power to interpret the Constitution and to nullify
any action of the federal or state government which
violates the provisions of the Constitution.

Unitary features:
•

While the division of powers has been specified
under the central and state lists, the residuary
power has been vested in the Union.

•

In carrying out amendments to the Constitution,
the role assigned to the states is minor and in some
matters, the states need not even be consulted.

•

The Union exercises control over the states in
various ways like appointment of Governors,
certain laws passed by the state legislatures being
subject to disallowance by the President and having
the power to redraw the boundaries of the states.

•

Officers of the All India Services (IAS, IPS, IFS)
serve the union and the state governments but are
appointed by and can be removed only by the union
government.

•

In times of emergency, the Union can exercise
enormous powers including the power of legislation
in respect of subjects coming under the State List.
It can bring any state under President’s rule if it is
satisfied that there is a constitutional breakdown.

To sum up, while the Constitution of India has both
federal and unitary features, there is a strong central bias in
the distribution of powers.
Policy making in India, whether at central or state level,
has to be guided by the above constitutional provisions. The
subjects where central and state governments are competent
to legislate are specified in List 1 and List 2 respectively in
Schedule 7 of the Constitution while subjects where they
have concurrent powers are given in List 3. Part 3 of the
Constitution dealing with the ‘Government of the States’
details the powers and functions of the State Executive and
the State Legislature.

3. Policy Making Process
Policy making may be defined as “the process by which
governments translate their visions into programmes and
actions to deliver ‘outcomes’ - desired changes in the real
world” (Cabinet Office,UK,1999). The ideal way of making
a policy is to adopt the rational actor model which expects
the government to act like a perfectly rational individual who
always chooses the best policy in the interest of the nation.
Under this model, the government would have total command
over the external environment and the state machinery would
faithfully implement the government policy. However, this is
hardly the case in the real world. A more accepted concept is
that of ‘incrementalism’ propounded by Lindblom, i.e., the
process by which decisions are actually made in government.
In practice, not all the characteristics of a problem are
analyzed and not all options are explored. An incremental
approach is adopted which may yield satisfactory results.
According to Herbert Simon, everyone is governed by
‘bounded rationality’ which implies that none can gather
all information and process to perfectly arrive at a rational
decision.
Theoretically, policy is laid down by the political
authorities, i.e., the legislature and the political arm of
the executive comprising of the council of ministers and
individual ministers. Laws passed by the legislature (Acts)
provide the framework for detailed policy making by the
executive. A policy may originate outside the law but cannot
contravene any law or the Constitution. As the ministers are
assisted by the bureaucracy in performing their functions, the
latter plays an important role in the formulation of policy.
Often, it is the Secretary to government who initiates a policy
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and the final decision is taken by the Minister or the Cabinet.
However, several factors and players may be involved
directly or indirectly before a certain policy emerges. The
policy may be influenced by players or forces inside or
outside the government. Interest groups, lobbies or powerful
individuals may exert influence or pressure and their views
could play a major part in the shaping of policy. Examples
of such pressure groups include farmers, industry and trade
associations, teachers and certain sections of civil society.
In a democracy, policy making may be said to start
prior to elections. During the pre-election phase, the political
parties make promises which could get converted to policies
during the post-election phase. Indeed, the winning party is
obliged to fulfill the promises made in its election manifesto.
However, a party in office is subject to several constraints
and it may or may not translate all its promises into action.
This is particularly so when a single party does not get a
majority and a coalition government comes into being. The
present government in Jammu and Kashmir is an example
of the complexities of coalition politics where two political
parties, with very different ideologies, have come together to
form the government. Each party is forced to keep some of
its major promises on the back burner and stick to a common
agenda. Even a party with a clear majority is bound by the
constitutional and legal requirements and limitations of funds
and rules of expenditure.

4. Policy Making at State Level
The essential features of policy making are broadly
the same, both at the central and state levels in India. The
legislature makes laws, the executive implements the laws
and the judiciary interprets them. Making policy based on
laws enacted by the legislature or other considerations
of development and welfare is the prerogative of the
executive. Within the executive, several actors come into
play in formulating a particular policy. In a department, the
initiative may come from the Minister or the Secretary. In
the Indian context, if the Minister devotes more attention to
administrative matters, the burden of policy making falls on
the Secretary. The final say, however, rests with the Minister
and in some matters with the Cabinet.
The Allocation of Business Rules of each state lay down
the powers and responsibilities to be exercised by different
authorities at various levels. Each department is responsible
for developing its own policy but it cannot always take
decisions independently. Rules require a consultative process
to be adopted before a final decision is taken. Matters having
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financial implications need concurrence of the Finance
department and those involving legal issues require opinion
of the Law department. Where a major policy is to be
formulated, views of various departments having a bearing
on the subject would have to be obtained. For instance,
while developing the industrial policy of a state, consultation
with Finance department is essential if incentives are to be
granted to any class of industries, Revenue department where
government land is involved for setting up any industry and
the Urban Development department in case the proposed
policy has a bearing on the master plan of a city. A draft
policy is then submitted to the Cabinet in the form of a
cabinet note setting out the position of different departments
and seeking orders on the points of disagreement, if any. It is
for the Cabinet to reconcile different positions and approve
the policy with modifications deemed necessary. The Cabinet
may constitute a subcommittee to go into the details of the
draft policy or a particular issue and then take a decision
based on the recommendations of the latter. At times,
constitution of a subcommittee becomes the route to delay,
defer or avoid decision-making. Similarly, a Minister may
set up a committee for fresh light to be thrown on a subject.
Although the subjects within the domain of central and
state governments are clearly specified in the Constitution,
the central government often tends to formulate policies on
state subjects. The National Health Policy and the National
Housing Policy are examples of this phenomenon. The
Centrally Sponsored Schemes are another way of exercising
financial control over the states. Huge amounts are allocated
under schemes like MNREGA, JNNURM and Rural
Health Mission which indirectly dictate policies on areas
under the state domain. The recent policy pronouncement
of the Prime Minister on cooperative federalism promises
greater autonomy to the states. By accepting the 14th
Finance Commission’s report and enhancing the state’s
share of divisible taxes from 32 per cent to 42 per cent, the
Government of India has taken a major step towards fiscal
decentralization. The states now have greater freedom to
design policies with more resources in their kitty.

5. Steps in the Evolution of Policy Making
Step - 1
The seeds for new set of policies and programmes are
generally sown by political parties much before the election
and the voting date. Each political party would like to profess
and argue for a new set of governance and development
measures they perceive are necessary, if they are voted to
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power. In a way, it is a broad set of promises; the political
parties are used to promises before the voting date. The
process is quite interesting.
To begin with, a political party adopts the broader
framework of its national party agenda (unless, a state level
party). It includes the wide scale welfare measures for the
public to take the country forward both in terms of economic
and social development, in tune with the national agenda.
The national party prepares the manifesto at the national
level with set of promises and in some cases, specific
numbers. Similarly, the state-level party lists out both the
general welfare measures and substantial portion of the statelevel manifesto, which also focuses on state specific issues;
for example, it may include regularization of the slums in

the existing entrenched/non-entrenched lands, waiving off
agricultural loans, providing free power supply to irrigated
pump sets, providing full costs for a girl child education,
introducing or enhancing old-age pension schemes and so on.
These schemes are generally focused on specific
target groups (for example, girl child, old people, farmers,
minorities, landless and so on). Hence, the political parties
compete with each other in pronouncing the target group
specific promises both in terms of likely coverage and the
quantum of assistance. These promises are generally for all
sections of people. On the path of converting these promises
into targeted policies, a political party considers a few definite
steps as shown in Figure 1.

Figure 1.Targeted policy formulation process at state level
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Some key features of this process are:
a) The steps are in tune with the national level party
manifesto.
b) Take care of the site specific social groups and
weaker sections.
c) Both the national-level and state-level political
parties constitute a group or a cell consisting of
party seniors, party sympathizing intellectuals, etc
for regular interactions and distilling the specific
points.
d) Consultation process with the social group
representatives, trade unions, former leaders,
resident welfare associations, various trade unions
and industrial and trade organizations. They
also get formal memorandum/request by these
organizations/groups to include the requests in
the party manifesto. If the party wins and forms a
government, the trade organizations/groups would
like to ensure that their agenda translates into
actual policy/programme.

Step - 2
Assuming that a particular political party is voted to
power and forms the government (either on its own majority
or with other political parties), the political party/parties
would like to pursue their promises made in the manifesto.
Generally, these political parties will embark on their path
of governance and to get a hold on their voters, they would
try to fulfill (or formally announce) their promises in the
first 100 days; further, they will try to conceptualize and
incorporate their promises made in the manifesto into the
existing process. A critical opportunity they get in the process
is to convert their promises into schemes or special projects,
in the earliest annual budget. This will be their first public
document to set their roadmap for the rest of the year. In this
annual budget speech, the Chief Minister and the Finance
Minister in consultation with the respective government
departments, stakeholder groups, their elected colleagues
and the ministers initiate a series of consultations to discuss
sector-wise/department-wise new policies. After being voted
to power, each political party would like to show its fire
power. Hence, they would like to energize themselves by
translating most of the promises made in the manifesto into
actual policies and introduce these policies /schemes in the
very first annual budget.
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In majority of the cases at the state level, the new party
in power ensures that, at least 50 per cent of their promises
made in the manifesto are introduced partially/fully into its
first year of annual budget. This is considered as a winning
stroke and the political party also announces that it has
already achieved 60 per cent of the promises made in the
manifesto. This is true with all political parties, as the authors
of this paper reviewed the manifestos and annual budgets of
the first year (of the new government formation), in case of
Karnataka (for the last 20 years), Tamil Nadu (last 10 years),
Maharashtra (10 years), Andhra Pradesh (new state, one year
old by June 2015) and Telangana (new state, one year old by
June 2015).

Step - 3
Once the announcements are formally introduced as part
of the annual budget speech, the Chief Minister along with
the party president and its executive committee would like
to ensure that their ministers who head the line departments
(e.g. agriculture, horticulture, industry, education, women
and children, social welfare) implement them with zeal. This
is accomplished through the following:
a.

The line department develops a full-fledged draft
policy/scheme with all the intended beneficiaries’
details with geographical spread and the coverage
month-wise.

b. Also, the line department under the leadership of
the concerned minister develops guidelines to help
the administrative staff both at the state and district
levels.
c.

In the whole process, the government departments
ensure that they follow the rules, framework and
get through the Empowered Committee of the
department and then approval of the Cabinet and
if required, also approval of the State Assembly
(both Lower House and Upper House). If the
Upper House rejects owing to weakness in the
proposed Bill or Scheme or due to lack of majority
of the state, the ruling party issues this through
an ordinance with the approval from the state
governor. Later, in the next six months, the ruling
party ensures its approval in the Upper House.

Step - 4
Once the policy/scheme gets operationalized, the
ministry and the line department need to ensure that there is
monthly review of financial expenditure and that the physical
targets are met both at the state level and at the district/region
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level. Since this is part of the ruling framework, it becomes
part of the regular process of the government bureaucracy
to monitor on a monthly basis and to review its constraints,
if any, and list out the inadequacies. The state-level head
of the department conducts a reviews with all Directors,
Commissioners, Secretaries and Principal Secretaries to list
out inadequacies in the design of the policy/programme and
to identify the constraints in operationalizing it, in which
case, the concerned departments will clarify and provide the
course correction options.

6. SWOT Analysis
Overall, these steps of the process have their own
advantages and inadequacies. The SWOT analysis (see
Figure 2) of this process indicates that both internal and
external factors influence this process. On one hand, good

policy making process and its effective functional design
and execution needs a stable government for fixed term (e.g.
Gujarat, Chhattisgarh, Madhya Pradesh). On the other hand,
in spite of good policies and good intentions, owing to poor
execution, the intentions may remain only on paper (e.g.
Uttar Pradesh, West Bengal).
In the end, any ruling party in power always keeps the
next elections in sight and continues (particularly in the last
one or two years of its term) to focus on the kind of new
policies and programmes that may bring them back to power
and garner more voter attention. It is here that high level of
subsidies, e.g. almost free electricity supply to irrigation
pump sets, low priced food grains (rice and wheat), higher
level of old-age pensions, farm loan waiver or defer payments
are introduced with revised or new set of policies.

Figure 2. SWOT Analysis of policy formulation process at a state level
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7. Policy Environment
What ought to be a particular policy and what finally
emerges as a policy are not necessarily the same. Apart from
the ideology of the party and the ideas of the bureaucracy, the
policy environment, i.e., external factors and external players,
plays a significant role in influencing the policy. Interest
groups or lobbies constitute an important part of the policy
environment. Such groups may be private interest groups or
public interest groups. The former may represent specific
interests of a particular industry or business or profession
and seek benefits such as tax exemptions, concessions or
subsidies. On the other hand, the latter, mainly civil society
groups are expected to represent the interests of the public
in general, like an environmental cause or of a community
such as the tribals. The media has also emerged as a powerful
force in influencing decisions of the government.
In the educational domain, for instance, in determining
the policy for technical education, the policy ought to aim
at creating an environment that promotes excellence and
at the same time provide opportunities for students from
different strata of society to acquire technical qualifications,
reconciling quality and equity. There has always been a tussle
between the state governments and the private professional
colleges in determining the number of seats and the fee
structure, including the capitation fee, by whatever name it
is called. In Karnataka, the first state where engineering and
medical colleges were established in the private sector, the
state government brought a law to regulate their functioning,
viz, the Karnataka Professional Institutions (Regulations of
Admissions & Determination of Fee) Act, 2006. However,
the government has been unable to implement the law on
account of pressures from various quarters. Another key
player in this field is the apex regulatory authority, the All
India Council of Technical Education (AICTE) in case
of engineering colleges and the Medical Council of India
(MCI) in case of medical colleges. Unfortunately, some of
the actions of these authorities responsible for regulating
standards in professional courses, have been suspect in terms
of their integrity and they have been accused of colluding
with private managements in compromising standards.
The ongoing controversy over the language policy for
primary education in Karnataka is another example of how
external factors influence policy making. The policy aims at
making the mother tongue the medium of instruction at the
primary level compulsory. The players involved are the state
government, private schools (wanting to impart education
in English medium), the parents and the judiciary. It is
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interesting to observe that the state government continues to
insist on mother tongue as medium much against the norms
of the schools and the wishes of the people (parents) and
the verdict of the court. The interest group advocating the
cause of the mother tongue, supposedly in public interest is
the pro-Kannada litterateurs whom the government does not
wish to alienate. Consequently, a large number of English
medium schools continue to run without recognition, making
a mockery of the law and the government.
Examples can be multiplied of how the government is
subject to pressure or influence from a variety of sources. The
agricultural sector continues to enjoy subsidies both from
central and state governments as no political party wants
to be branded anti-farmer. It is common knowledge that the
central subsidy for fertilizers and the state subsidy for power
have caused more harm to the economy than bestowing
benefits to deserving farmers. The fact is that policy cannot
be disassociated from politics and public policy cannot be
separated from electoral politics. In normal circumstances,
good economics or good governance is not necessarily good
politics. Policies may change for the better under extreme
economic compulsions as in 1991 or when prolonged bad
governance jettisons a government out of power as during
the elections of 2014 both at the centre and in some states.

8. Role of the Judiciary
The judiciary has been playing an important role in
policy making, mainly for two reasons. First, the increasing
number of legislations which need to be interpreted whenever
they come up before the courts and secondly, the emergence
of a more assertive judiciary, at times encroaching on the
territory of the executive. The courts have also tended to
intervene in the actual implementation of policies and issue
directions to the executive, especially whenever the state acts
arbitrarily without due regard to the law and the Constitution.
The consequences of judicial intervention have been both
positive and negative. In the case of mining in Karnataka,
mining of iron ore was stopped in three mining districts of the
state by the High Court of Karnataka following a writ petition
in 2010 alleging illegal mining. When the matter went to the
Supreme Court, the Forest Bench of the court directed the
Centrally Empowered Committee (CEC) to delve into cases
of illegal mining and report it. All mining activity in these
districts came to a standstill creating an adverse impact on the
economy and employment in the area. Such a development
may be explained in two ways. Restraining illegal activity
can be viewed positively; applying a brake on an important
segment of economic activity with jobs of a large number of
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workers at stake may be seen as a negative outcome. After
a period of two years, when the Supreme Court allowed
partial resumption of mining, it also ordered setting up of
a company to undertake environment restoration work in
mining ravaged districts of the state.
Where does one draw the line when it comes to the
question of powers of judicial review of executive action? This
issue is not peculiar to India and is common to all democratic
polities where “the courts have tended to move from the
byways to the highways of policy making” (Horowitz, 1977).
Does issuing fiats to the government amount to assuming
executive powers of the state? The Supreme Court itself
has articulated the power it enjoys as well as the limits to
its own power. In the 2G case, while cancelling 22 licenses,
it observed: “Under the Constitution, judicial review is one
of its basic features and in exercise of such judicial review,
the court can certainly scrutinize and even strike down
policy decisions of the executive when such decisions are
unconstitutional.” In another case, it noted: “Judges must
know their limits and must not try to run the government….
There is broad separation of powers under the Constitution
and each organ of the state i.e. the legislature, the executive
and the judiciary must have respect for the others and not
encroach into each other’s domain” (Supreme Court:2007,
Indian Law Journal). As matters stand, the courts themselves
seem to be the arbiters of judicial policy making.

9. Conclusion
Issues of public policy encompass more than one domain
and involve a multiplicity of actors and considerations.
Resolution of conflicts and interdepartmental coordination
are important in arriving at major policy decisions. In this
process, the role of the Chief Secretary at the bureaucratic
level and the Chief Minister at the political level becomes
crucial. Ideal policy making is rare in democratic politics.
Ideas and interests compete and compromises are inevitable.
As Woodrow Wilson (2006) observed: “Do we not in all
dealings in public life adjust views, compound differences
and placate antagonisms?”
In recent decades, it has become increasingly clear
that the states are equipped to deliver. There is a need to
strengthen policy making at the state level and make states
to compete for business and reforms, as the era of Centredriven reforms is rapidly coming to a close. Increasingly, in
tune with the 14th Finance Commission’s recommendations,
states will have flexibility to use central funds for what
they think is important. To a large extent, the states need
to implement crucial development and welfare policies and
programmes. Whether it is food security, or land legislation,
a manufacturing revival or even toilets for girls in schools,
the states can make or mar programmes.
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Financing Village
Panchayats in
Kerala: an Analytical
Overview
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he 73rd Constitutional Amendment (CA) brought Gram
Panchayats, once an appendage to rural department, into the
1
decentralized
governance map of India. Interalia, this amendment
-M A Oommen
endowed Gram Panchayats (GPs) with the onerous responsibility
of
creating ‘institutions of self-governments’ at the local level,
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The major purpose of this study is to bring home the importance of
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time series fiscal studies of local governments which are very rare in India
and help the process of evolving a consistent financial reporting system of
local governments in India. At the same time, it is important to note that
fiscal data relating to Union and State governments are readily available and
Abstract
there is no dearth of analytical studies based on them.

***

The 73rd Constitutional Amendment
increased the responsibilities of Gram
Panchayats with respect to governance
and service delivery. Using Kerala
as an example, the article seeks to
highlight the structure and pattern of
financing of Gram Panchayats. The
study highlights the major trends in
the sources of receipts of panchayats
of Kerala. Keeping in mind the
high inter-governmental vertical
imbalances, the article argues for the
need to streamline and step up on a
continuing basis the revenue efforts
of village panchayats.

The fiscal data used in this article are based on a sample of 62 Gram
Panchayats (GPs) which are around 6 per cent of the total 978 GPs. We have
canvassed data from the sample village panchayats for 10 years from 200405. The Annual financial statements were an important source for us. Kerala
panchayats have followed a cash-based single entry system of accounting
system till 2010-11 and then switched over to an accrual based double entry
system of accounting. In this study, it is noted that the elementary rule that
opening balance plus receipts must equal payments plus closing balance is seen
to be observed in its breach. This is a serious limitation of the study. Even so,
such analytical studies are important for evaluating the local finance situations in
a state. Moreover, they provide a natural urge to create and rationalize historical
data which are sadly missing in India. Not only researchers, even policy makers,
administrators and the general public could benefit from such studies.

Views expressed are personal.
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As regards the methodology of sample selection,
the Gram Panchayats of Kerala were classified into three
natural regions, based on their mean sea level height, as Low
land (below 8 m), Mid land (8 m to 75 m) and Highland
(above 75 m). The number of Low land, Mid land and High
land Gram Panchayats in the state were 264, 487 and 227
respectively. Hence, in order to reflect the true representative

character, with probability proportional to the size, 17 Gram
Panchayats from Low land, 30 Gram Panchayats from Mid
land and 15 Gram Panchayats from High land were selected
applying Circular Systematic Random Sampling Method.
Table 1 shows the distribution of sample panchayats by land
classification and Table 2 presents a cross tabulation of the
sample GPs by districts and land classification.

Table 1: Distribution of Gram Panchayats by Land classification
Land classification

Total GPs (as on 2012)
(2)

Nos. of Sample GPs
(3)

Sample Proportion
(3/2)

State Proportion

Low land

264

17

6

2

Mid land

487

30

6

3

High land

227

15

6

1

Total

978

62

6

6

Table 2: Distribution of Gram Panchayats by Districts and Land classification

District

Total Gram Panchayats

Sample Gram Panchayats

Low land

Mid land

High land

Total

Kasaragod

8

16

14

38

Kannur

19

45

17

81

25

25

Wayanad

Low land

2

Mid land

High land

Total

1

1

2

3

1

6

1

1

1

4

Kozhikode

22

45

8

75

1

2

Malappuram

14

78

8

100

1

5

40

51

91

Palakkad

2

Thrissur

34

45

9

88

2

3

Kottayam

13

46

14

73

1

3

Alappuzha

66

7

73

4

Ernakulam

31

51

2

84

2

8

45

53

Idukki

4

6
5

1

5
4

3

5
3

3

2

1

5

2

1

3

Kollam

30

30

10

70

Pathanamthitta

5

30

19

54

Thiruvananthapuram

22

46

5

73

2

4

1

7

Total

264

487

227

978

17

30

15

62

As one who has examined local government (LG) level
fiscal data as a researcher and also as Chairperson of the
Fourth State Finance Commission, I have no hesitation in
saying that consistent and reliable time series data are not
available in the state and certainly in most other states in
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India. The last four Union Finance Commissions (UFCs)
had gathered local finance data, but have not used them for
analysis. This could, in all probability, be due to their poor
quality. Although, I tried to clean and cross-check the data
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collected used in this study2, I have my reservations about the
quality of data as already mentioned. Despite the fact that we
have a major democratic base of 2.5 lakh local governments
with over 3.2 million elected representatives, why the third
tier remains an inane and neglected institution is a matter the
governments at all levels and public at large may do well to
sit back and reflect.

The Structure of Financing Gram Panchayats
Table 3 gives the structure and pattern of financing GP
expenditure in Kerala, based on the data from the sample
panchayats. A comparison of the share of different sources
in the total receipts of village panchayats during 1990-91
through 1993-94 (see Appendix A for details) shows the
radical transformation that has happened in Kerala in the
pattern of financing of Gram Panchayats in the state. The
major sources of receipts of panchayats of Kerala today are
tax and non-tax revenues, general purpose fund, maintenance
fund, development fund (called plan grants during the 9th five
year plan period), state-sponsored scheme funds, centrallysponsored scheme funds, other grants and contributions,
capital receipts and loans and borrowings. It is important and
helpful to briefly clarify these sources since decentralization
has to be understood contextually.
Taxes and non-tax revenues are the own source
of revenue for panchayats. The general purpose fund,
maintenance fund and development fund are transfers from
state government. The general purpose fund is an item of
transfers created by the second State Finance Commission in
lieu of specific assigned and shared taxes and sundry grants
traditionally given to LGs. The Commission estimated it to
be around 3.5% of state’s own tax revenue and recommended
it for transfers to local government. Although the third State
Finance Commission dropped the linkage with state’s own
taxes, the fourth commission restored it and it continues
as an item of transfer. The maintenance fund, fixed at
5.5% of the state’s own tax revenue has to be distributed
for the maintenance of road and non-road assets of LGs.
Development funds are fixed as a share of state plan outlay.
The Left Democratic Front (LDF) government made the
momentous decision as far back as July 1996 to devolve
35-40 per cent of the state plan outlay to local governments
(based on a crude estimate of the expenditure responsibilities
of local governments by the then State Planning Board). The
____________________________________________________________________________________________

The data used in this study are part of a larger study conducted by
the author for the World Bank.
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inter se distribution is formula based and the share of each
local government is specified. This ensures predictability
with no room for arbitrariness. The fourth commission has
given a new formula consisting of a deprivation index with
30 per cent weightage, 10 per cent weightage to tax effort,
50 per cent weightage to population and 10 per cent to area.
The State sponsored scheme (SSS) funds are funds
handed over to local governments (LGs) by the state
government to carry out state-initiated programmes. These are
tied funds and are scheme-specific and could not be counted
as devolution or untied transfers. However, several state
governments in India treat these fund transfers as devolution
which gives a distorted picture of fiscal decentralization.
Centrally-sponsored schemes (CSSs) are funds entrusted
with local governments for implementing specific schemes
which are important ostensibly from a national or all-India
perspective. SSSs and CSSs are agency functions and could
not be treated strictly as part of genuine decentralized or
autonomous allocations. Amounts coming under other
grants are a mixed category including joint venture project,
beneficiary contribution, voluntary contribution, funds for
flood and drought relief, solid waste management and so on.
All these are treated as revenue receipts and form the sources
for funding revenue expenditure. Capital receipts by way of
sale of assets, loans and borrowing are the sources for capital
expenditure.
Appendix A shows that in 1993-94 at the eve of the new
decentralization reform, the share of own source revenue
(tax plus non tax revenue) was as high as 45 per cent. The
taxes assigned and taxes shared work out to another 30 per
cent. The devolution of grants which were highly conditional
and specific was only 25 per cent of the total receipts. The
total expenditure in 1993-94 was Rs. 1.25 million, and total
receipts Rs.1.38 million. The robust percentage of own
source revenue and shared taxes show the strength and
viability of the panchayats of the older vintage in Kerala.
But their expenditure responsibilities were of a lower order.
At that time, Kerala had no three tier system and the village
panchayats constituted the only local body in the rural areas.

Total Receipt

Centrally Sponsored
Scheme Funds as %
to TR
Other Grants, Funds
and Contributions
Other Grants, Funds
and Contributions as
% to TR
Capital Receipts( by
way of sale of Assets
etc)
Capital Receipts (by
way of sale of Assets
etc) as % to TR
Receipts from Loans
and other liabilities
Receipts from Loans
and other liabilities as
% to TR

Centrally Sponsored
Scheme Funds

1,206,440
5.31
22,715,066

8.16

20,367,342

48,179

11,375

1,661,792

13.06

6.56

0.21

2,965,822

1,336,676

0.06

5.54

1,257,657

6.55

1,334,113

12.65

11.74

2,573,496

2,222,444

2,872,691

7.42

7.18

2,390,210

1,685,387

1,462,180

35.15

9.34

9.89

38.96

2,120,939

2,013,783

7,984,455

3.64

3.51

7,934,769

826,787

714,884

11.33

5.70

6.38

10.91

1,294,152

1,298,899

Total Tax Revenue
Total Tax Revenue as
% to TR
Total Non Tax Revenue
Total Non Tax Revenue
as % to TR
Total Own Source
Revenue
Total Own Source
Revenue as % tp TR
General Purpose Fund
General Purpose Fund
as % to TR
Maintenance Fund(Road and Non Road
Assets)
Maintenance Fund(Road and Non Road
Assets) as % to TR
Total Development Fund
Total Development
Fund as % to TR
State Sponsored
Scheme Funds
State Sponsored
Scheme Funds as %
to TR

22,935,235

6.36

1,459,609

0.11

24,546

8.20

1,879,607

6.45

1,479,057

14.15

3,244,885

34.98

8,021,701

9.77

2,239,737

9.82

2,251,935

10.18

2,334,156

3.59

824,170

6.58

1,509,986

2006-07

27,009,582

7.07

1,909,701

0.11

30,415

6.24

1,684,122

9.35

2,525,993

15.97

4,314,522

32.66

8,821,145

9.04

2,440,404

8.86

2,394,274

10.70

2,889,005

4.46

1,205,564

6.23

1,683,441

2007-08

28,132,706

5.23

1,471,408

0.07

20,370

3.25

913,307

12.35

3,475,511

16.32

4,591,488

34.34

9,659,532

9.05

2,544,823

9.29

2,612,613

10.11

2,843,654

4.25

1,196,646

5.85

1,647,008

2008-09

32,990,926

7.12

2,349,527

0.08

25,353

4.87

1,605,873

14.57

4,807,669

17.04

5,622,216

32.16

10,610,390

5.01

1,653,255

8.71

2,872,185

10.44

3,444,458

4.39

1.447,804

6.05

1,996,654

2009-10

45,166,327

16.70

7,541,203

0.01

3,392

4.81

2,170,599

16.53

7,463,818

15.67

7,079,429

25.59

11,557,926

3.93

1,777,129

7.19

3,248,057

9.58

4,324,775

4.26

1,925,269

5.31

2,399,506

2010-11

49,906,694

4.84

2,417,647

0.01

4,801

6.73

3,357,620

21.36

10,662,500

17.42

8,693,709

26.28

13,117,373

6.27

3,127,728

8.59

4,284,537

8.50

4,240,778

2.96

1,476,751

5.54

2,764,027

2011-12

65,931,422

2.89

1,902,893

0.00

2,262

3.92

2,586,508

24.11

15,897,584

17.97

11,851,137

25.65

16,911,533

9.25

6,101,239

8.69

5,730,538

7.26

4,786,186

2.45

1,616,940

4.81

3,169,246

2012-13

66,870,548

2.58

1,725,256

0.00

1,558

6.76

4,518,605

9.34

6,243,240

18.92

12,651,324

32.60

21,803,134

12.45

8,324,491

9.92

6,632,441

7.43

4,970,500

2.30

1,537,351

5.13

3,433,148

2013-2014

CAGR

14.12%

0.42%

-19.82%

14.49%

18.70%

20.34%

11.80%

15.80%

18.29%

10.56%

8.88%

11.40%

Note: Because Kumili Gram Panchayat was established only at the close of the year 2004-05, no data available for the panchayat, so we omit the panchayat in per GP calculation for the year 2004-05.

Capital
Receipt

Revenue
Receipt

2005-06

2004-05

Particulars

Table 3: Per GP trend in the composition of receipts of sample panchayats (2004-05 - 2013-14)
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Table 3 shows the structure and pattern of GP finance in
2004-05, which is exactly a decade after the implementation
of decentralized reforms and the trend in the pattern during
another decade. From Rs.1.38 million in 1993-94, the total
receipts per GP rose to Rs. 20 million in 2004-05 and shot up
to 66.8 million in 2013-14. These are unprecedented trends
in the annals of panchayat governance in India. The striking
contrast with the fiscal situation in the 1990s (See Appendix
A) is the decline in the contribution of Own Source Revenue
(OSR). In 2004-05, the contribution of OSR was only 9.89
per cent as against 45 per cent in 1993-94. The dependency
syndrome has deepened and the autonomous space reduced.
The contribution of OSR to total receipts declined at the rate
of (-) 3.12 per cent per annum. Actually, if we included taxes
assigned, but collected by the state and shared taxes (share of
Motor Vehicles Tax for road maintenance) the share rises to
75 per cent. Over the years, the share of OSR has declined
and reached 7.43 per cent in 2013-14. This is not only due
to the expansion of other sources of income but also due to
the fall in the tax effort of village panchayats. In 2004-05 as
seen from Table 3, the single largest income comes by way
of development fund. No other state in India has such a huge
development fund transfer which is a sort of entitlement to be
utilized by each panchayat without any major conditionalities.
Autonomous space is the hall-mark of good decentralized
governance. Indeed, the underlying assumption is that service
delivery improves and the mandate of Article 243G to plan
and implement programmes for economic development and
social justice at the Gram Panchayat level is scrupulously
pursued. As the focus of this paper is different, I am leaving
out any discussion of the related issues.
The various statutory funds devolved as part of State
Finance Commission transfers work out to over 57 per cent
in 2004-05. But this proportion marginally declined to 54.97
per cent in 2013-14. This is to be seen against the compound
annual growth rate (CAGR) in the State sponsored schemes
funds (20.34%) and centrally sponsored scheme (CSS) funds
(18.7%). The persistent annual step up in agency functions
of state departments by the Gram Panchayat is to be treated
as the decline in the democratic decentralization space.
Now that the future of CSS funds is in a limbo, the case for
increasing the share of OSR is stronger than ever. In a federal
set up with high intergovernmental vertical imbalances, the
case for building OSR especially the tax revenue handles
and fiscal assignments stands on unassailable grounds. Two
taxes viz., property tax and professional tax account for over
97 per cent of the tax revenues of the state. Given the high
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housing boom3 of Kerala following the inflow of foreign
remittances, the contribution of tax revenue ought to have
been much higher than what has been mobilized. Our study
has established beyond doubt that the tax effort of Gram
Panchayats in the state leave many things to be desired.
The ‘other’ sources which contributed significantly
in the past during the so-called plan campaign regime,
had a significant component of beneficiary and voluntary
contributions (17.36 per cent in 1998-99)4. Although this
component has declined, ‘others’ has registered a CAGR of
14.49 per cent.
Capital receipts and borrowings do not occupy an
important item in financing Gram Panchayats. This could
be considered as a potential source for implementing viable
capital projects. Of course, Kerala has borrowed from
cooperative banks to finance housing schemes in the past.
In this paper we have deliberately left out the expenditure
side. Even so, it is important to highlight the share of OSR
in the growing expenditure of the panchayats. Table 4 gives
the percentage of per GP OSR to total expenditure. This is
graphically illustrated in Figure 1. For GPs as a whole, the
proportion ranges from 6 per cent in 2013-14 to 12.06 per
cent in 2007-08. There is a declining trend. The highlands
display a higher proportion than other regions as well
exemplified in Figure 1. The performance of the low lands
is also commendable. On the whole, we may say that OSR
proportion to expenditure must keep growing.

According to Census 2011, Kerala accounts for 3.4 per cent of
census households in India although the population share is only
2.76 per cent. Of the households in Kerala 66.5 per cent are above
3 room houses as against 27 per cent for the country as a whole.
3

4

For details see Oommen (2004)p.23
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Table 4: Proportion of per GP OSR to Per GP Expenditure by Region
2004-05 2005-06

2006-07 2007-08 2008-09

2009-10 2010-11

2011-12

2012-13

2013-14

Low land

Region

9.61

11.26

11.63

11.57

10.97

9.45

10.15

8.01

7.17

7.17

Mid land

11.88

11.60

11.69

12.53

9.57

11.81

8.94

7.98

6.27

5.72

High land

12.11

11.58

12.29

11.77

11.14

10.91

8.49

7.92

6.13

5.67

All

11.38

11.52

11.88

12.06

10.37

10.94

9.09

7.97

6.42

6.00

Figure 1. Per capita Expenditure of GPs by Region

To conclude, we have tried to outline the structure and
composition of financing of Gram Panchayats. A consistent
and reliable time series data which is vital for a viable
financial reporting system is missing in Kerala. Not only

that, the revenue efforts of village panchayats has to be
streamlined and stepped up on a continuing basis. That is
the best way to ensure a viable and autonomous space in the
federal context of Kerala.

Appendix A
Share of Different Sources in Total Receipts of Village Panchayats
(1990-91 -1993-94)
Sl.No.

Item

% to total Income
1990-91

1991-92

1992-93

1993-94

1

Tax Revenue

33

38

33

33

2

Assigned Taxes (Surcharge on stamp duty and basic tax)

22

20

22

24

3

Shared Taxes (Motor Vehicles Tax)

3

2

4

6

4

Non Tax Revenue

11

12

11

12

5

Grants

31

28

30

25

Total

100

100

100

100

Source: First State Finance Commission Report: Table 4.2. Share of Different sources in Total Receipts of Local Bodies, pg.31.
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1. Introduction

A

sound public expenditure management (PEM) system based
on the principles of fiscal discipline, strategic resource
-Pratap Ranjan Jena1
allocation, and an efficient service delivery system is essential
for the State Governments given their functional responsibilities
The writer is an Associate Professor,
spanning over vast expanse of social and economic sectors. Viewed
National Institute of Public Finance and
from their dependence on central transfers due to relatively higher
Policy, New Delhi, works in the areas of Subexpenditure responsibilities vis-à-vis the revenue sources, there
national Public Finance, Public Financial
is compelling reason for the States to plan and design the public
Management, and Fiscal Decentralization.
spending programmes efficiently. It is important for the States to put
He has carried out many fiscal studies both
in place practical arrangements and develop capacity to ensure that
at Central and State Government level
the fiscal instruments are utilized to their full advantage. Expanding
and is the author of PEFA India report for
public spending programmes by the States needs to be accompanied by
the Union Government. He has helped a
suitable changes in the existing PEM system to achieve better results.
number of State Governments in India in
Indeed, the States can take leadership and champion the cause of reforms
preparing medium term fiscal plans under
in expenditure management by building their local capacity.
their Fiscal Responsibility and Budget
Management Acts and evaluates the
Post fiscal rules, the State Governments showed maturity in fiscal
achievement of FRBM Act objectives
management and improved fiscal consolidation by reducing the fiscal deficit
of many States. Dr. Jena has number of
and stabilizing the debt burden mainly by adoption of Fiscal Responsibility
publications in the areas of sub-national
And Budget Management (FRBM) Act. Although the States faced slowpublic finance, rural decentralization
down in Central transfers when the growth of the national economy slowed
and public financial management.
down, they still adhered to the fiscal restructuring path chalked out by the 13th
Finance Commission. The fiscal discipline shown by the States has created an
enabling environment to strengthen the PEM systems and provide improved
level of public services.

***
Abstract

The changes in the fiscal architecture after the award of the 14th Finance

The paper describes some reform options
Commission (FFC) has posed new challenges for the State Governments. The
in public expenditure management
FFC altered the existing composition of transfers by increasing the share of
(PEM) systems of the States. The
central taxes (untied transfers) to 42 per cent to enhance the flexibility of the
fiscal discipline shown by the States in
recent years has created an enabling
States to take expenditure decisions based on their own priorities. Consequent
environment to strengthen the PEM
upon the enhancement of the share of the States in the central divisible pool,
systems and provide improved level
Central Assistance to State Plan has been restructured. The Central Government
of public services. The core of the
delinked
several schemes and subsumed the Normal Central Assistance (NCA),
reforms should consist of bringing
Special
Plan
Assistance, and Special Central Assistance in the award itself. The
in result oriented budgeting system,
structure of existing Centrally Sponsored Schemes (CSS) will also undergo drastic
expenditure planning in a multi-year
mode, strengthening internal control
changes in the funding pattern. Thus, State Governments have to calibrate their
and audit system, streamlining the
expenditure priorities within the evolving pattern of transfers from the Central
cash management system, and
Government. Strengthening PEM system to improve the efficiency and effectiveness
effective utilization of Central
of
public spending becomes more important in the new fiscal regime.
funds under CSS.
______________________________________________________________
1

Views expressed are personal.

Pratap Ranjan Jena

26

2. Emerging Issues in Public Expenditure
Management Reforms
Improving PEM requires strengthening institutional
framework where designing of institutions governing the
decision-making in public finances is crucial (Campos, and
Pradhan, 1996). The institutional strengthening process
involves improving the environment of the budgeting
system, establishing fiscal rules, improving transparency,
putting hard budget constraints, improving prioritization for
allocative efficiency, and updating technical efficiency in the
government organizations.
The budgeting process remains at the core of the overall
PEM system. Traditional approach to budgeting has been
input - based where expenditure allocation is done based on
line items. This is a relatively simple system with detailed
specification of inputs suitable for financial compliance with
features like authorizing and accounting for the money spent
according to the law. However, this budgeting system does
not deal with key issues of government objectives, their links
to the budget, the services to be delivered in most efficient
manner. In this context, performance budgeting has emerged
as an important instrument, where the public funding is based
on the use of the performance information to link resources
with results (outputs/outcomes). In addition, monitoring and
reporting programme performance and expenditure review
led by the Central agencies also have been used to improve
the efficiency and effectiveness of public spending.
Budgeting reforms emphasized on improving
expenditure planning in a medium term as annual budget
provides a short horizon for Government programmes. A
medium term perspective on expenditure planning helps in
linking Policy, planning, and budgeting as against pursuing
short term goals through annual budget. The implementation
of Medium Term Expenditure Framework (MTEF) is
increasingly recognized to provide such a framework. The
key aspect of this expenditure planning is to provide financing
assurances over medium term to programmes keeping the
spending priorities in consideration. It brings together topdown and bottom-up approaches to budget preparation
so that spending departments operate with their strategic
priorities constrained by resource availability (World Bank,
1998). There are many variants of MTEFs. Medium Term
Budgeting Framework (MTBF) has come out as an important
variant of MTEF in recent years, which helps in adhering
to fiscal discipline and efficient resource allocation (World
Bank, 2013).

The other components of PEM, technical elements like
accounting and reporting systems, management tools such as
internal audit to spruce up internal control, procurement, and
external audit are extremely important. The accounting basis
for the government has undergone changes from traditional
cash accounting system to accrual accounting system.
However, the benefits of accrual accounting in revealing true
cost of provision of public services and getting the actual
picture of assets and liabilities of the Government should be
carefully calibrated with the capacity constraints and costs
(Diamond, 2002). Similarly, the importance of internal audit
as a management tool to assist the government organization
in achieving the results has gained importance. In the case of
external audit, in addition to improving the audit techniques
based on risk analysis and timely detection of irregularities,
what remains important is the clear follow-up of the audit
observations by the government departments.

3. Priorities for the States
The contemporary challenges faced by the States, judged
from the basic objectives of the PEM system, are the issues
related to the allocative and operational efficiency. Ensuring
value for money and effective utilization of public money
to achieve desired results remain as the problem areas. The
tendency of expanding plan size, spreading resources thinly,
and bias towards short-term goals adversely affect resource
allocation in a prioritized manner. The issues relating to
inadequacies in designing and implementing the programmes,
project appraisal and approval processes, and planning and
monitoring mechanism remain as common themes across
the States affecting the operational efficiency in service
delivery. To address these issues, the State Governments
should sequence the PEM reforms by consolidating the gains
already made through the fiscal rule regime, advances made
in utilization of information technology, and easy access to
data and information.

Outcome Budget/Performance budget
There has been a rising interest in budgeting reforms
in general and performance budget in particular responding
to demands for higher accountability and improvement in
public service delivery. The States Governments should make
efforts to infuse performance orientation in their budgeting
system. The performance budget had a long history in India
since it was adopted in 1968 at the Central level. However,
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dismal run of this early innovation over the decades had
prompted the Central Government to adopt a revised version
called outcome budget in 2005. Many State Governments
have also adopted outcome budget for selected departments
designed entirely based on the Central template.
The Central outcome budget has not been proved useful
to influence the budgetary decisions in both programme
formulation and resource allocation (Jena 2013). It needs to
be kept in mind that the outcome budget is not an ex post
facto exercise to gather information on performance of
the departments. Nor is it a routine document where some
programmes objectives are ascribed to already determined
outlays. It is an ex ante budgeting exercise to plan achieving
results by effective utilization of resources. Funds are
to be allocated based on programme objectives, costs of
programmes and activities and outputs/outcomes to be
produced.
Two major themes run in the performance budget
practice. The first is establishing explicit links between
budget allocations to result indicators, which seek to
determine spending levels entirely based on quantified results
in a formula based budgeting system (Robinson, 2007). The
second is a performance-based budget where the objective
is to improve decision making by using better quality
information on the performance of agencies and programmes
(OECD, 2007). The former is difficult to implement given
the political trade-off and entrenched interests in resource
allocations (Allen Schick, 2014). The latter is better suited for
the States in India, as the outcome budget is supplemental to
the regular financial budget. It provides the scope to influence
the budgetary decisions utilizing the performance information
to create an informed budget. The performance information
contained in the outcome budget should be utilized in
programme formulation by the spending departments and
in the budget negotiations. A practical approach would be to
focus on marginal changes in expenditure and results rather
than applying it on entire budget.
Unlike the Central Government, the States should target
outputs rather than quantifiable outcomes. The output refers to
the quantity and quality of goods produced and outcome refers
to their impact in achievement of programme objectives. The
outcomes are difficult to be quantified, impractical to use as a
costing basis, and are beyond the direct control of the budget
managers to ensure accountability (Shah and Shen 2007).
State Governments are better placed to formulate appropriate
and acceptable indicators for programmes. What is important
in this context is to develop cost information for provision of
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services incrementally and derive expenditure requirements
to be met from the budget. Thus, appropriate performance
indicators and cost of achieving them forms the major
building blocks to take decision on resource allocations. It is
also important to effectively monitor and evaluate the results
achieved from the spending of resources.

Planning for the Budget in the Medium Term
The abolition of the Planning Commission put an end to
the earlier maintained view that it provided some sort of multiyear expenditure framework. The five-year plan however,
was not the same as that of a financial budget, which provides
control over the use of funds by the government (Premchand
1983). Although the plan-budget link has not been discarded
immediately, it is clear that both the Central and State
Governments have to devise a medium term expenditure
planning for the budget. The removal of plan and nonplan distinction from the expenditure classification seems
imminent, and the State Governments should give primacy
to establishing a Medium Term Expenditure Framework.
In some States, attempts were made to prepare MTEF at
sector level supported by the multi-lateral agencies. However,
the sector MTEFs in these States remained attached to the
plan – non plan distinctions and failed to provide a holistic
expenditure profile for the programmes. In most cases,
external agencies were drafted to prepare the MTEF without
active participation of the stakeholder departments.
Establishing the Medium Term Budgeting Framework
(MTBF) should be the goal of the State Governments.
This framework requires proactive role of the spending
departments along with the leadership of the Department
of Finance. The key feature of the MTBF is to estimate the
budgetary resources and indicate the ceilings to spending
departments on a three-year rolling basis. As the States have
been preparing a medium term fiscal framework along with
the budget under the FRBM Act, estimating availability of
resources in medium term will not be beyond their ability.
With the expenditure ceilings, the spending departments
will have to prioritize their spending based on the sector
objectives and programmes to achieve them. There should
be a coordinated approach to monitor and evaluate the
effectiveness of the programmes and results achieved. The
output/outcome type budgeting will be very helpful to the
departments in their planning process.
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4. Crosscutting Issues
The State Governments have to focus on strengthening
the internal control and audit system, improving the
procurement system, streamlining the cash management
system, and effective utilization of Central funds under CSS.
While improvement in budgeting system and a medium term
expenditure planning provide an enabling environment,
these are basic requirements of a sound PEM system and
need continuous updating. A robust internal control and audit
provide management control systems and help achieving
goals of the organization. Predictability in availability of
funds harmonious with the implementation needs requires
an effective cash management system. The Central
Government in order to remove the complexities in fundflow arrangement and to improve accountability has started
routing the CSS funds through State budgets. It has increased
the responsibility of the States to design their programmes
in a comprehensive manner. The States also have to remove
the institutional bottlenecks in programme management to
address the surrendering of unspent amount at the lapse of
the fiscal year.

5. Concluding Remarks
The importance of strengthening PEM systems at State
level is linked to their large functional responsibilities and
the expansion of public spending. Although many ideas of

PEM reform are not entirely new, designing the strategy is
influenced by the local economic factors and institutional
environment. The State Governments have shown fiscal
prudence in recent years and political willingness to
function under fiscal rules. The fiscal discipline has provided
opportunities to strengthen institutional framework to
improve efficiency and effectiveness of public spending.
The key issue of improving the delivery of public services
in social and economic services features prominently in the
PEM systems of the State Governments.
Budgetary institutions play crucial role in establishing
an accountable governance system and guard against fiscal
mismanagement. State Governments should make efforts
to establish a comprehensive and result based budgeting
system demonstrating performance based on clear medium
term expenditure planning. It is important to prepare relevant
performance information for the programmes and utilize
them while taking resource allocation decisions. Allowing
greater flexibility in managing inputs and processes to
achieve outputs and outcomes should be the cornerstone
of the State budgeting system. Shifting from annual to
medium-term expenditure planning will enable the States
to establish better-informed and rational decision-making
system in expenditure management. Updating of technical
infrastructure and management tools of the PEM system
should be continuously undertaken to improve the capacity
of the organizations to achieve Government policy objectives
and improve service delivery system.
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Service Level
Benchmarking and
the Urban Water and
Sanitation (WATSAN)
sector

Background

U

rbanisation is a concomitant of economic growth. In the year
2007, the population residing in urban areas the world over
- E P Nivedita1
crossed the 50 per cent mark for the first time. Countries such as
the United States of America, United Kingdom, France, Germany,
The writer belongs to the 1993 batch of
and
Japan, acknowledged as the leaders of the World Economy,
the Indian Audit and Accounts Service. She has
have urbanization rates of 75 per cent or more2 . China has seen
served in various assignments relating to State
phenomenal growth during the last 25 years. Correspondingly, the
Government Accounts, Audit of Commercial
proportion of urban population increased from less than 20 per cent
Enterprises and Central Ministries in
in
1978 to 54 per cent in 2014. Urbanisation is picking up in India too.
Mumbai and Delhi. As Director in charge
of Local Self Government and Water
The urban population, which stood at 27.81 per cent of total population
Supply and Sanitation in the Ministry of
in the year 2001, went up to 31.16 per cent in the year 2011. The number
Urban Development, Government of India
of cities, which had a million plus population, was 35 in the year 2001.
she was handling several policy related
By 2011, they numbered 53. In most cases, urbanisation occurs in an
matters as well as projects in the Water and
organic manner and not according to plan. Planned urbanization is the
Sanitation Sector. She has also served as
exception rather than the rule.
Assistant Director General in the Unique
Identification Authority of India.
How has this experience with urbanisation been for the common
citizen? Migration to cities has certainly improved the economic prospects
for many. Has it also resulted in a better quality of life? The answer is a loud
“No”. The residents of most Indian cities are at the receiving end of many
of the ills of urbanisation, most noticeably in terms of the quality of services
Abstract
such as water supply, waste water management, solid waste management or
The growing urbanization is matched by
the drainage of storm water. There are legions of complaints regarding water
growing dissatisfaction with the quality of
supply, be it in terms of quantity, reliability or quality. Poor management
services such as water supply, wastewater
of
the wastewater sector is yet another concern, the most important issues being
management, solid waste management or
poor coverage of toilets and inadequate treatment of sewage. Ugly mounds
the drainage of storm water. Substantial
of garbage all over Indian cities are ubiquitous. Similarly, we are all familiar
amount of investment has flown into the
Urban Water Supply and Sanitation
with large pools of stagnant water due to inadequate drainage. Service delivery
(WATSAN) sector.
Government of
in each of these sectors has a significant impact on health and environmental
India has formulated Service Level
outcomes as well as on economic growth. A study by the Water and Sanitation
Benchmarks for the Urban WATSAN
Program
– South Asia in March 2011 estimates that the economic impact of
Sector. The aim behind the adoption
inadequate sanitation in India was to the extent of 6.4 per cent of the Gross
of these benchmarks is to shift the
focus from infrastructure creation to
Domestic Product3.

***

achievement of outcomes through a
process of Benchmarking.

__________________________________________________________
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3

Views expressed are personal.

Source: data/worldbank.org
Economic impacts of inadequate sanitation in India, WSP-SA, March 2011
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According to Census 2011, 71.2 per cent of the urban
population had drinking water within the premises, 32.7
per cent had access to a piped sewer system and 12.6 per
cent defecated in the open. A study by the McKinsey Global
Institute4 in 2010 stated that the current service level in
respect of one indicator, i.e water supply per capita was
105 LPCD (Liters per capita per day) vis-à-vis a global
benchmark of 220 LPCD. The study predicts that 40 per cent
of India’s population will be living in urban areas by 2030
and this will be accompanied by a significant widening of the
gap in service levels vis a vis the year 2007 –27 billion liters
per day to 94 billion liters per day in the case of water supply
and 53 billion liters per day to 109 billion liters per day in the
case of sewerage.

Why Service Level Benchmarking
Substantial amount of investment has flown into the
Urban WATSAN sector. Under the Urban Infrastructure
and Governance (UIG) component of the Jawaharlal
Nehru National Urban Renewal Mission, which covered
63 cities, 430 projects amounting to a total expenditure of
Rs. 48,733 crore were sanctioned for this sector. In addition,
projects have been sanctioned under other schemes such
as the Urban Infrastructure Scheme for Small and Medium
towns, Special Schemes for the North East Region, the
Brihan Mumbai Storm Water Drainage Project etc. Further,
several projects have been implemented with assistance from
Multilateral and Bilateral donors such as the World Bank,
the Asian Development Bank, and the Japanese International
Cooperation Agency. Typically, these projects cover
components such as laying of pipelines, construction of
water and sewage treatment plants, construction of landfills
etc. Monitoring of these projects is in terms of achievement
of physical targets specified in the form of outputs such as
completion of construction of a plant. However, it is also well
acknowledged that many of these projects have not resulted
in the anticipated benefits. There are several instances of
underutilization of sewage treatment capacity, non-utilisation
of landfills, houses not being connected to the water supply or
sewerage network despite the existence of the network, high
level of Non-revenue water5 (NRW) etc. Some estimates
suggest that NRW may be as high as 50 per cent.

A performance evaluation of sewage treatment plants
funded under the National River Conservation Programme in
the year 2013 revealed that only about 66 per cent of sewage
treatment capacity was utilized. A study on Cost Recovery
in water supply services in 23 cities revealed that none of
the utilities met their revenue potential and most of them
failed to cover operational costs to the extent of 80 per cent6.
This shows that creation of Infrastructure is necessary but
not sufficient condition for better service delivery. While
Infrastructure components, which are akin to hardware,
are important, various other issues relating to how they are
utilized and managed are even more critical.
It is in this context that the Ministry of Urban
Development, Government of India formulated Service Level
Benchmarks for the Urban WATSAN Sector, which includes
four sub sectors - Water Supply, Sanitation, Solid Waste
Management and Storm Water Drainage. The aim behind
the adoption of these Benchmarks is to shift the focus from
infrastructure creation to achievement of outcomes through a
process of Benchmarking. Benchmarking can be defined as
the process by which Utilities can measure their performance
and practices in key areas, compare them with the best
and adopt measures to achieve performance improvement.
Benchmarking enables cities to move towards the provision
of essential services at a level at par with international best
practices. The Benchmarks have been published in the
form of a Handbook which provides a detailed description
of the Indicator, the rationale for adopting it, the definition,
data requirements, reliability of measurement, frequency of
measurement, level of detail and performance target. The
following case illustrates the methodology followed in the
handbook for one specific indicator i.e., “Per capita quantum
of water supplied”.
•

Definition – Total water supplied to consumers
divided by population served per day.

•

Data required – Water supplied to the distribution
system, population served, number of days in a
month.

•

Rationale – This indicator indicates the adequacy
of water supply to meet the needs of the citizens in
the city. It throws light on the extent to which the
utility is able to source, treat and supply water. It
needs to be periodically monitored and measured
in order to track seasonal variations.

•

Frequency of measurement - Quarterly

•

Geographical area - District Metered Area/Zone

___________________________________________________________________________________

India’s urban awakening: Building inclusive cities, sustaining
economic growth April 2010
5
Non – revenue water is the water that is put into the system but
does not generate revenue
6
Cost Recovery in Urban Water Services: Select Experiences in
Indian Cities, WSP-SA March 2011
4

Service Level Benchmarking and the Urban Water and Sanitation (WATSAN) sector

The indicators included in this framework are
comprehensive and address issues related to operational,
financial, social and environmental sustainability. Indicators
such as cost recovery and efficiency in collection of
charges, which cut across sectors, are critical to the financial
sustainability of the utility. Most of the Indicators related to
operational performance are sector specific. For the water
supply sector, indicators include coverage of water supply
services, per capita availability of water at consumer end,
extent of metering of water connections, extent of nonrevenue water, continuity of water supply, adequacy of
treatment. For the wastewater sector, indicators related to
operational performance include coverage of toilets and
sewerage network services, collection efficiency of the
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network, adequacy of wastewater treatment capacity, quality
of treatment and extent of recycle and reuse of wastewater.
For the solid waste management sector, indicators related to
operational performance include Household level coverage
of solid waste management services, Efficiency of collection
of Municipal Solid Waste, Extent of segregation of solid
waste, Extent of waste recycled, Extent of scientific disposal
of solid waste. Some indicators such as extent of NRW and
most of the indicators related to operational performance
in the wastewater and solid waste management sector have
profound environmental consequences. Some indicators
such as coverage of water supply connections and toilets
have social implications. The details of the Indicators and the
benchmark for performance are as given in the table overleaf:

Indicator

Benchmark

Water Supply
Coverage of Water Supply Connections

100 per cent

Per capita availability of water at consumer end

135 LPCD7

Extent of metering of water connections

100 per cent

Extent of non revenue water

20 per cent

Continuity of Water Supply

24 x 7

Efficiency in redressal of customer complaints

80 per cent8

Adequacy of Treatment and Disinfection and Quality of Water Supplied

100 per cent

Cost recovery in water supply services

100 per cent

Efficiency in collection of water supply related charges

90 per cent

Sewerage
Coverage of toilets

100 per cent

Coverage of waste sewerage network services

100 per cent

Collection Efficiency of Waste Water Network

100 per cent

Quality of sewage treatment capacity

100 per cent

Adequacy of waste water treatment capacity

100 per cent

Extent of reuse and recycling of sewage

20 per cent

Extent of cost recovery in sewage management

100 per cent

Efficiency in redressal of customer complaints

80 per cent

Efficiency in collection of sewerage charges

90 per cent

___________________________________________________________________________________________

Liters per capita per day
This benchmark refers to the proportion of grievances redressed within 24 hours for all three sectors i.e water supply, sewerage and solid
waste management.
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Indicator

Benchmark

Solid Waste Management
Household level coverage of solid waste management services

100 per cent

Efficiency of collection of Municipal Solid Waste

100 per cent

Extent of segregation of solid waste

80 per cent

Extent of waste recycled

100 per cent

Extent of scientific disposal of solid waste

100 per cent

Extent of cost recovery in solid waste management

100 per cent

Efficiency in redressal of customer complaints

80 per cent

Efficiency in collection of charges

90 per cent

Storm Water Drainage
Coverage of network

100 per cent

Incidence of water logging

0 per cent

In recognition of the fact that most urban utilities do not
have state of the art systems for measuring various parameters,
the framework emphasizes the need for reliability. It specifies
different levels of reliability (A, B, C, and D) of the indicator
value by taking into account the source of data collection.
While deriving the SLB Indicators, if surrogate (proxy or
substitute) data points are used, the reliability of the Indicators
purpose is reduced. Hence, systems for capturing data at the
lowest unit of the city jurisdiction, aggregation at the ward,
zone and city level and availability of the data will improve
the reliability. It would thus be desirable for every city to
develop and implement information systems improvement
plans which would entail steps such as household survey,
installation of pressure gauges, meters at various levels,
implementation of proper accounts for different operations,
weighbridges, grievance redressal systems etc. Inaccuracy of
information will reduce the utility of the SLB framework. The
preferred level of reliability for performance improvement
planning should be A.
The soft copy of the handbook can be downloaded from
www.moud.gov.in/sites/upload_files/moud/files/pdf/PIP_
TOOLKIT.pdf.

Outcomes of Benchmarking
The intended outcomes of the benchmarking exercise
would be Performance Improvement Planning as well as
Information Systems Improvement Planning.

Performance Improvement Planning
Performance Improvement Planning refers to the
process of measuring the provision of current level of
services (baseline), setting targets for improvement and
detailing the actual measures that would be taken to achieve
them. Benchmarking data helps the city managers and utility
operators in planning out the detailed steps and monitoring
their implementation. Performance improvement planning
helps the local decision-makers identify gaps, plan and
prioritise improvement measures, identify and transfer
best practices, enhance accountability of utilities and city
authorities to customers for service delivery levels, provides
a framework that can underlie contracts/agreements with
service providers and facilitates linkage of decision-making
on financial allocations to service outcomes. The typical
actions that would be included in a Performance Improvement
Plan to reduce NRW would include water audit for estimating
physical and non physical losses, metering at every input,
intermediate and output point, regular leakage surveys,
repairs of leaks and rehabilitation of pipes, replacement of
public stand posts by house service connections, automated
meter reading etc.

Information Systems Improvement Planning
Improvement of Information systems could include
steps such as installation of Supervisory Control and Data
Acquisition (SCADA) systems, which will enable continuous
monitoring of parameters such as pressure and quality. An
example of improving levels of reliability of measurement
in respect of an indicator such as water quality could be as
follows:

Service Level Benchmarking and the Urban Water and Sanitation (WATSAN) sector

Reliability Scale

Description of Method

D

Sampling only at outlet points, No sampling regimen, Only basic tests carried out

C

Sampling at outlet and intermediate points but only for Chlorine, No sampling regimen, tests are
intermittently carried out through a third party

B

Regular sampling at outlet and consumption points, Consumption points well spread out in the city, Well
documented sampling regimen practiced regularly, tests include chlorine as well as bacteriological tests,

A

Regular sampling at outlet and consumption points, Consumption points well spread out in the city, Well
documented sampling regimen practiced regularly, tests include chlorine as well as bacteriological tests,
periodic independent audit of water quality is carried out.

Recommendation of the 13th Finance Commission
regarding Service level Benchmarking

Opex and Capex. The scheme with an outlay of
Rs 62,000 crore provides for the construction of
Household, Public and Community toilets and solid
waste management in all statutory towns. Urban
Local Bodies have been assigned the mandate of
carrying out a household survey to ensure that no
household is left out.

The 13th Finance Commission indicated nine conditions
for Urban Local Bodies to be eligible for accessing
Performance Grants. One of the conditions was that every
Municipal Corporation and Municipality should notify
Service Level Benchmarks (Baseline for the current year and
fixing of targets to be achieved over the next year) before,
31st March of every year starting from 2010-11. Some of the
Municipalities/Municipal Corporations have complied with
this condition.
This condition for accessing Performance grants has
been retained by the Fourteenth Finance Commission.
Of the total amount of Rs 87,143 crore to be disbursed to
urban local bodies, 20 per cent will be linked to compliance
with conditions which inter-alia include service level
benchmarking.

Way Forward
The need to achieve better service levels in the
WATSAN sector needs no elaboration. The High Powered
Expert Committee9 estimated a requirement of investment
in this sector to the extent of Rs 8,03,289 crores during the
next 20 years at 2009-10 prices. The Government of India
has launched three flagship schemes for the urban sector.
•
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The Swach Bharat Mission launched in October
2014 aims to eliminate open defecation, achieve
modern and scientific solid waste management,
generate awareness about the linkage between
sanitation and public health and create an enabling
environment for private sector involvement in

•

The objectives of the Atal Mission for Rejuvenation
and Urban Transformation (AMRUT) with an
outlay of Rs 50,000 crore for the period 2015-20
inter-alia include ensuring that every household
has access to a tap with assured water supply and a
sewerage connection. The Mission aims to achieve
the Service Level Benchmarks in a progressive
manner.

•

The Smart Cities scheme addresses a specific aspect
of the WATSAN sector i.e the use of technologies
such as leakage identification and preventive
maintenance, better water quality monitoring, to
improve service delivery.

Considering the quantum leap required in service
improvement as well as the humungous amount of investment
that the sector is likely to attract, the case for mainstreaming
the practice of service level benchmarking is indeed very
strong.

________________________________________________________________

Report of the High Powered Expert Committee for Estimating the
Investment Requirement for Urban Infrastructure and Services,
March 2011
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Smart Cities –
Challenges in the
Indian Context
-Lt Col L Shri Harsha, Retd1

1. Introduction

The writer has three decades of experience
Smart Cities, designed to offer opportunities of economic
in the area of Project Management. A certified
activities and employment to a wide section of its residents,
Program Management and Project Management
regardless of their level of education, skills or income levels and
Professional from PMI, USA, he has executed
a decent living option to its residents2, is a concept as old as the
challenging projects of diverse nature across
history of civilization. About 2000 years ago, a similar definition for
the country and also in the cold region of
establishing the basic structure of the country on the lines of economic
Antarctica. Taking over troubled projects
activities and employment, had been advocated by Kautilya3. Similar
and completing them against heavily stacked
instances of organizing the cities on the lines of commercial sectors in
odds, he has successfully showcased his
the ancient city of Pataliputra have also been recorded by historians4.
expertise in Project Management skills.
This phenomenon of the people of various civilizations organizing
His papers on various facets of Project
themselves on the lines of social and economic activities can also be
Management and Team management have
seen in the areas stretching from Egypt to Indus valley some 4000 to
been published in technical journals and he
2000 years before our era5.
has also presented papers at national level
seminars and conferences on the subject.

2. Conceptual Experiments –
Satellite Towns & Smart Cities

***

Growth

Centres,

In the early 1980s, the Government of India set up the National
Commission of Urbanization (NCU) to address the necessity of a planned
and integrated policy formulation for urban development in and around
existing urban areas. Prof M S Thacker, Member, Planning Commission
during 1962–67 had emphasised the development of satellite towns and
growth centres to evolve a spatial structure of human settlements which can
integrate the urban and rural settlements on the one hand and is conducive
to the development of local, regional and national economy on the other6.
Accordingly, the National Commission under the stewardship of Mr Charles
Correa recommended the development of 329 new growth centres and
strengthening of the existing metropolitan cities.

Abstract

Planning & building of smart cities in
the Indian context poses its own set of
professional, legal and technological
challenges, which needs a holistic
treatment. While policies and legislations
will only define the direction for this
journey, the game changer will be the
coordinated and consolidated strategy
by all players. For smart cities to
be successfully built, professional
and ethical practices, along with
accountability will be the key driver.
Professional bodies will have to
take the initiative to lead this
multi-disciplinary industry on this
___________________________________________________
1
journey to ensure value to the huge
Views expressed are personal
investments of public money.
2
Draft Concept Note on Smart City Scheme, page 3 & 4, Ministry of Urban Development,
Govt of India, http://indiansmartcities.in/Site/documents.aspx, accessed 04 Apr 2015
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Kautilya, The Arthashastra, L N Rangarajan, Penguin Books, 1992, page 178.
Vanished Civilizations, Reader’s Digest association Limited, London, page 177.

A History of Technology and Invention – Progress Through the Ages, Edited by Maurice
Daumas, The Tulsi Shah Enterprises, Bombay, 1969, page 70.
5

6
The Role of National Policy on Urbanization of India, Puja Mondal, http://www.
yourarticlelibrary.com/india-2/the-role-of-national-policy-on-urbanization-in-india/4702/,
accessed 04 Apr 2015
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Unfortunately, the policy makers could not implement this
well thought out approach to develop the landscape of the
nation and gave up the efforts without documenting any
shortcomings in this regard.7

Table 1 compares salient parameters of Satellite towns/
Growth Centres and the Smart Cities.

Table 1
Parameters

Smart cities8

Satellite towns/Growth centres

Transport

Maximum travel time of 30 minutes in small & medium size
cities, and 45 minutes in metropolitan areas

Adjacent to metropolitan cities.

Spatial Planning

175 persons per Ha along transit corridors

Not defined

Water Supply

24 x 7 @135 lit/person/day

24 x 7 @135 lit/person/day

Electricity

24 x 7 and 100% recovery of cost

Not defined

Health facilities

Telemedicine facilities to 100% citizens

All civic amenities to be provided

Other facilities

Use of renewable energy in all sectors

All civic amenities to be provided

Though as a planning concept, there is no difference
in both these concepts, the major differentiator is the intent
to leverage “Information Technology” to integrate the
administration of these cities to make them efficient and
enhance the quality of daily life. Unfortunately, ineffective
communication has resulted in confusion amongst the
stakeholders on what a Smart city is or should be like even at
the highest level9 and poses challenges to the implementation
of this concept. These challenges need to be identified and
addressed at the time of conceiving the blueprint, lest it may
follow the same fate as that of the satellite towns and growth
centres. Most of the examples of successful smart cities being
cited to support the need for smart cities are irrelevant in the
current Indian context. The approaches for planning and
implementing these smart cities in other parts of the world
may not be effective for some fundamental reasons as under:
•

Successful smart cities have been established
at a time when there was no pressure on land
due to excessive population in surrounding
neighbourhood townships. Land acquisition was
less challenging and development in a planned
manner in a controlled environment was possible.

While on the other hand, most of the locations
identified for establishing smart cities in India are
in close proximity to cities which are over stretched
both in terms of population and basic amenities.
•

Existing infrastructure of basic amenities like
water supply, electricity and waste disposal are
inadequate to meet the demands of these existing
cities and may not be able to support the newly
proposed smart cities.

•

Control on land in these identified locations is
distributed amongst multiple stakeholders and
acquiring them will be a lengthy and costly process.

Therefore, using the roadmap of these erstwhile smart
cities, even as reference, may not be the right approach for a
diverse nation like India. A realistic assessment will highlight
the pitfalls that we will face as the Smart Cities take shape,
both on paper and on ground.

_______________________________________________________________________________________________
Draft Report of the Steering Committee on Urban Development: Eleventh Five Year Plan (2007- 2012), Govt of India, Planning Commission,
New Delhi, page 13. http://planningcommission.nic.in/aboutus/committee/strgrp11/str11_hud1.pd, accessed 04 Apr 2015
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3. Challenges to Establishing Smart Cities

initial stages of the project12. This dependency on
foreign grown and nurtured talent in the context
of creating smart cities will be questionable due
to the lack of their understanding of the dynamics
of the local demographics, which cannot be
overcome overnight. The highly publicized
Gujarat International Financial Tech City, is yet
to see the light of the day and is still far from
being operational. With such massive time lags,
all planning assumptions will become redundant
and has the potential of creating ghost cities like
Chenggong, Ordos and a host of others in China13.

Infrastructure – Institutional (including governance),
physical, social and economic, have been aptly identified as
the four pillars of Smart Cities10. Though theoretically, the
advancement in technology in the country is adequate to
support the successful establishing of smart cities across the
nation, it will not be the case. This paper will focus on some
select major challenges that stakeholders will face during
this journey of creation, operation and maintenance of smart
cities.
(a) Design Challenges
		

The locations identified for smart cities being
on medium to high risk seismic prone zones,
flood and cyclonic prone areas will pose major
threats to the longevity of structures. Designing
structures to sustain the impact of these vagaries
of nature over extended periods is not only a
construction nightmare but also a challenge to
the manufacturing and fabricating industry. In
addition, if the options are to retro fit existing
cities to make them smart, working around
existing infrastructure will be a great challenge for
construction industry professionals. Integrating the
existing infrastructure with the newly planned ones
will also be equally challenging in this scenario.

(b) Human Competency void
		

The conditions when Le Corbusier successfully
delivered ideal city development plans have
undergone a sea change, but yet the perception
that most cities in India are not planned in an
integrated way11 with today’s expectation as a
reference point is an unfair judgment. It is a fact
that no major township projects of this nature
have been undertaken in the country which
is a major disadvantage for talent grooming,
compelling us to seek external talent during the

(c) Governance of Construction activities
		

As a nation, the willingness to comply with
statutory regulations has reduced drastically apart
from becoming notorious across the globe for
violations of rules and regulations. Back home,
this trait has impacted the organized development
of cities. Coupled with inadequacies of the
government machinery to enforce building norms,
the problem has manifested itself into demonic
magnitude and threatens the fabric of urban
development. The intervention of the Supreme
Court in many instances has also not reduced the
magnitude of this problem14. To compound this
problem further, the lack of civic sense amongst
the current generation has percolated into the older
and law abiding generation citizens, making it an
administrative nightmare.

The proactive land mafia, which is reluctant to adhere
to town planning norms, in the quest for maximizing returns
from land poses a serious threat to the systematic development
of smart cities. The adverse impact of violations in zoning
norms, being felt in the daily lives of residents of these cities
needs no emphasis. With the Land Acquisition Act going
through a rough phase, creating land banks for these projects
will be crucial in the days ahead.

___________________________________________________________________________________

Draft Concept Note on Smart Cities, page 5, http://indiansmartcities.in/downloads/CONCEPT_NOTE - 3.12.2014 REVISED AND
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accessed 06 May 2015
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(d) Sustainable Construction
		

In the current scenario, where there is a dearth of
construction material, restrictions on sand mining
and quarrying activities, ensuring sustainability
in the construction methods is another major
challenge that needs to be addressed. The lack
of practical tips to supplement the excessive
theoretical knowledge in this domain is a handicap,
but nevertheless, as an industry we cannot afford to
undermine the need for incorporating sustainability
into the construction practices.

(e) Funding Challenges
		

of professional bodies, who should take the lead
to ensure that their involvement is integrated
from the early stages. Details at the micro levels
should be addressed upfront for realistic estimates
of efforts, cost and identification of risks. Correct
inputs at the initial stages of planning will ensure
that contractual obligations are fulfilled, and public
money is well utilized. Constructability aspects
are best addressed at the initial stages rather than
trying to fix later.

The development being planned on a PPP model,
the allotment of Rs 143.05 Crore made in the
budget for the year 201515 is inadequate to entice
various stakeholders to commit their funds in
the development of these cities. With cost of
constructing one Km of WBM roads pegged at
Rs 12–14 lakhs, this sort of funding is a mismatch
with the expectations set and sold to stakeholders.
With other regulatory and local issues which need
to be addressed before moving ahead, there are
many challenges in kick starting this project16. This
uncertainty in funding would compel construction
partners to inherit associated risks, irrespective of
whether they invest funds or decide not to invest.

(b) Creating Employment
		

(c) Affordable construction
		

4. Strategic moves for successful Smart Cities
The need of the hour is to address immediate issues of
kick starting the project and also plan for future requirements
as the projects evolve and progress. All stakeholders have
to collaborate and work very closely to chalk out effective
strategies which will deliver this ambitious and challenging
project. Influencing technical decisions will be a crucial
factor for successful completion of these projects. Three
major factors which need special attention from policy and
decision makers to kick start this initiative and that will set
the course for successful smart cities are:(a) Early Involvement
		

Integration of activities of multiple stakeholders
plays a crucial role in the success of these
projects, which calls for proactive engagement

For smart cities to grow and sustain, employment
opportunities within and around these cities is a key
factor. Policy makers should ensure that industrial
growth is given top priority and that players do not
capture land only for real estate value. It makes
good sense if people from Nelamangala, Kunigal
and Tiptur come to Tumkur to work and go back
home or stay in Tumkur. But it is bad planning and
execution if people from Tumkur have to come to
Bangalore for work, in which scenario, Tumkur
will never grow as a Smart city.

The success of smart cities hinges on ensuring
that the profile of the occupants is not restricted
to any one income group but is a healthy mix of
citizens from all economic groups, which in turn
implies affordable housing for all. The key to this
will be quality construction within a budget that
suits the varied users. The emphasis should be on
maximizing the use of local construction material
and overcoming the temptation to fall prey to
newer materials, which are not only expensive but
also not tested for longevity.

_____________________________________________________________________________

Union Budget 2015: Allocation to Smart Cities Project lowered
to
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5. Long Term Strategies

6. Conclusion

With the focus of all players on the share of huge
investments which they can pocket, there is an urgent need
to focus on some fundamentals, which are not only basic but
also critical for the successful construction and functioning
of these cities. Professional bodies must take the onus of
ensuring that the planning of construction activities is done in
a realistic matter, and executed with a strict control over cost
and quality. The need of the hour is a sustainable construction
strategy without unduly worrying about the booty up for
grabs. Some long term strategies for supporting the growth
and maintenance of smart cities need to be drafted and
communicated to all stakeholders upfront. Expectations have
to be clearly defined to ensure commitment and support over
extended periods. Some aspects which need to be specifically
addressed with the long term perspective are:-

What makes this exercise of establishing smart cities
challenging, a concept experimented over centuries, is the
current demographic characteristics of the population of the
nation. Strategies should be evolved keeping in mind the
challenges facing the players of the construction industry,
which must be zealously implemented. Non-cooperation or
refusal to play the game by the rules should not be tolerated
and swiftly prosecuted. The construction industry partners
should proactively engage with the government to plan
and execute these projects effectively. Regulations and
legislations apart, voluntary compliance must be advocated
to ensure that these projects are environmentally friendly and
practice sustainability in letter and spirit.

•

Guidelines to ensure professional conduct with an
intention to control violations.

•

Defining of waste management policies right from
the time of construction.

•

Governance structure to manage these cities
which should include administrative and financial
management issues.

Who is affected,
where they seek and
how much they pay
for healthcare in
Karnataka?

1. Introduction

T

he National Sample Survey Office (NSSO) recently
conducted National Sample Survey (NSS) 71st Round on
The writer is presently working as State
health and education and its preliminary report titled-“Key Indicators
Programme Manager in Public Health
of the Social Consumption in India: Health” was released in July
Foundation of India to provide technical support
2015. NSS provides a primary source of quantitative information
to the Department of Health and Family Welfare,
on health sector which serves as a useful resource for academic
Government of Karnataka in designing state
research and creates a critical evidence base to formulate health
specific interventions for enabling Universal
policy measures. The 60th round was conducted in the year 2004Health Coverage.
05 and the 71st round was conducted in the year 2014-15. Though
1
the
detailed unit wise data from recent NSS is yet to be published, a
-Dr. Giridhara R Babu
comparison of common health parameters included in reports of these
The writer is Additional Professor at Public
two
rounds serve as a good reference to understand health trends over
Health Foundation of India and Wellcome
the
last
decade.
Trust-DBT intermediate fellow. He serves on
the NCD surveillance leadership workgroup
In the Financial Year (FY) 2015-16, the Department of Health and
of the International Society for Disease
Family Welfare (DHFWS), Government of Karnataka (GoK) initiated
Surveillance (ISDS).
preparatory work on piloting approaches for enabling a state wide move
1
towards
Universal Health Coverage2,3. In this context, analysis of the
-Arun Shrivastava
recent data from NSS for Karnataka provides the vital background and
The writer is working in the National
reliable
data to estimate the services people need, levels of out-of-pocket
Health Systems Resource Centre
to extend technical support to the
expenditure and extent of financial protection in availing healthcare.
Ministry of Health and Family
Welfare, Government of India, on key
2. Method
interventions of the National Health
Mission- the ASHA programme and the
The NSS 60th round surveyed 1847 rural and 1518 urban households
Village Health Sanitation and Nutrition
in
Karnataka.
The corresponding number of households during the 71st
Committees and strategies for a robust
round were 1488 and 1471 in rural and urban areas respectively. In both
decentralized health planning process
at district level.
these rounds, specific questions elicited response from every household on
the following parameters: Number of persons with ailment in the last fifteen
days,
causes of illness and place of seeking care, number of ill persons who
Abstract
needed hospitalization in the last 365 days, causes/place of hospitalization and
Drawing from the findings of NSS 60th
expenditure incurred by households in availing treatment, hospitalization and
and 71st rounds, this paper identifies
changing trends over the last decade in
childbirth.

-Dr. Shalini Singh1

morbidity, healthcare seeking and cost
of healthcare to people in Karnataka.
Based on the findings, it appraises
the role of public health systems in
improving healthcare provision and
1
Views expressed are personal.
financial protection and outlines
2
Reddy KS, Patel V, Jha P, Paul VK, Kumar AS, Dandona L, Lancet India Group for Universal
state specific action points to
Healthcare. Towards achievement of universal health care in India by 2020: a call to action.
restructure health systems for
The Lancet. 2011 Mar 4;377(9767):760-8.
meeting the objective of universal
3
Universal Health Coverage (UHC) is a global agenda for public health and forms a part of
health access at minimal cost to
the Sustainable Development Goals. The goal of (UHC) is to ensure that all people obtain the
the people.
health services they need: preventive, promotive, curative, rehabilitative and palliative without
the risk of financial ruin or impoverishment
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In this paper, we compare figures for Karnataka with
overall national averages and attempt to understand how the
decadal changes in health parameters have unfolded in other
contextually and culturally similar southern states4 namelyAndhra Pradesh, Kerala, and Tamil Nadu. We use information
from NSS to derive changing trends in morbidity, patterns

of health care seeking, cost of hospitalized/non-hospitalized
treatment and effectiveness of medical reimbursement in
ensuring financial protection against the healthcare costs. We
also outline Karnataka specific action points based on the
analysis.

3. Results
3.1 Morbidity
Table 1: Proportion of Ailing Persons per thousand (PAP) (Morbidity Status) in Karnataka state, 2004-2014
State

NSS 60th Round

NSS 71st Round

Differential in%

Rural

Urban

Rural

Urban

Rural

Urban

National Average

88

89

89

118

1%

33%

Karnataka

64

57

93

103

45%

81%

Andhra Pradesh and Telangana

90

114

126

150

40%

40%

Kerala

255

240

310

306

22%

27%

Tamil Nadu

95

96

146

184

54%

92%

Proportion of ailing person/1000

NSS measures the disease morbidity as Proportion of Ailing
Persons per thousand (PAP). Ten years ago, PAP was lower
than the national average in both rural and urban Karnataka.
However, the latest estimates show that PAP in rural and
urban Karnataka are higher than the national averages.
Also, ailment reporting continues to be lowest in Karnataka
compared to all the southern states. (Table 1)
Karnataka shows PAP increase in both urban and rural
sectors; with urban (81%) showing greater increase than
rural (45%). There can be several reasons for the increase.
One, increase in PAP may be observed due to increase in
number of people afflicted with diseases per se and/or better
screening and diagnostic facilities in the state. Second,
NSS health surveys capture only self reported morbidity
and hence any increase in reporting of illnesses could be

attributed to growing health consciousness in laypersons.
As per evidence, NSS survey reports show high correlation
between increase in awareness levels and reporting of
illnesses. Third, the PAP may be increasing due to underlying
nature of the diseases. For eg: the PAP for infectious diseases
is limited but for non communicable diseases (NCDs) such
as hypertension or diabetes mellitus, ailments are lifelong.
Hence, the actual increases in PAP might reflect the growing
burden of NCDs in Karnataka. This is further substantiated
from national figures reflected in NSS 71st round on causes
of hospitalization. Survey indicates that roughly 52% of the
one lakh cases of hospitalization during the last 365 days
were coming largely from NCDs.

____________________________________________________________________________________________

Though recently added Telangana forms a part of NSSO 71st Round, for comparisons we have taken an average of Telangana and Andhra
Pradesh and compared it with figures of erstwhile Andhra Pradesh captured in NSSO 60th Round.

4
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3.2 Healthcare Seeking
3.2.1

Out-Patient Care

Table 2: Spells of ailment treated (%) in out-patient facilities in Karnataka, 2004-2014
NSS 60th Round

NSS 71st Round

Differential in %

Rural

Urban

Rural

Urban

Rural

Urban

78

87

96

97

18

10

Spells of ailment treated ( %)

National Average
Karnataka

78

87

99

94

21

7

Andhra Pradesh and Telangana

77

88

99

99

22

12

Kerala

87

90

97

95

10

5

Tamil Nadu

78

87

96

98

18

11

In this last decade, proportion of ailments treated in outpatient clinics have increased. Nationally, we see an increase
of 18% and 10% in spells of ailments treated in rural and
urban areas while corresponding figures for Karnataka are
21% and 7% respectively. The earlier rounds of NSS surveys
included only treatment administered on medical advice as
treatment for ailments but the 71st Round also included self
medication as a treatment type. This change of definition per
se could have contributed in increasing spells of ailments
being treated to a certain extent but nevertheless a rise of
such high proportion is still significant.
While the NSS 60th round reflected higher proportion
of ailments treated in urban areas compared to rural, a
reverse pattern is displayed in the 71st round in Karnataka.
Higher proportion of untreated spells of ailments is seen in

urban areas (6%) than rural (1%). This is in contrast with
national average while similar pattern is observed only
in urban Kerala, where nearly 5% spells of ailment are
going untreated. The pattern exists despite having higher
proportions of ailing persons in urban than rural Karnataka
(see section a).While it is too early to confirm that it is a
beginning of a new trend, one possible conclusion that can
be made is that- in the last few years, access to out-patient
care has improved to a greater extent in rural Karnataka than
urban. Further, this period witnessed major public health
systems strengthening in rural areas under National Rural
Health Mission (NRHM). However, this increase in rural
care seeking cannot be conclusively attributed to the NRHM
due to absence of disaggregated unit level data on public
sector utilization in rural and urban. (Table 3)

Table 3: Proportion of Out-Patient Care visits in Public Vs Private Health Facilities, 2004-2014
NSS 60th Round
Rural + Urban
National Average
Karnataka
Andhra Pradesh+ Telangana
Kerala
Tamilnadu
National Average
Karnataka
Andhra Pradesh+ Telangana
Kerala
Tamil Nadu

NSS 71st Round
Rural + Urban

% spells of ailment treated in Public
20.5
25
25
29.5
25.5
% spells of ailment treated in Private
79.5
75
75
70.5
74.5

Differential in %
Rural + Urban

25
21.3

4.5
-3.7

14
33.6
34

-10.8
4.1
8.5

75
78.7
86
66.4
66

-4.5
3.7
11
-4.1
-8.5
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Private sector remains the major provider of health
services and caters to more than 75% of out-patient care in
the state as well as the country. The national averages show
an increase of 4.5% in public sector share, while data from
Karnataka shows an opposite trend of decline by similar
margin. Among the southern states, out-patient care seeking
from private health facilities has increased in Karnataka
and Andhra Pradesh in contrast to clear shift from private

3.2.2

to public health facilities in Kerala and Tamil Nadu.“What
distinguishes these two states is that they have maintained a
political commitment to delivering primary care over several
decades, in many cases prioritising these services ahead of
hospitals. Underpinning this has been dedicated training for
the managers of primary health centres and district hospitals.
(Muraleedharan et al., 2013).”5

Care during Hospitalization6
Table 4 : Number of Hospitalized per 1000 persons in one year, 2004-2014
NSS 60th Round

NSS 71st Round

Differential in %

Rural

Urban

Rural

Urban

Rural

Urban

National Average

23

31

44

49

91%

58%

Karnataka

23

26

52

49

126%

88%

Andhra Pradesh+Telangana

22

28

53

52

141%

86%

Per Thousand number of persons Hospitalized in
the last 365 days

Kerala

101

90

117

99

16%

10%

Tamil Nadu

37

37

57

59

54%

59.5%

The number of people hospitalized has increased significantly
in rural (91%) as well as urban areas (58%) in the entire country
over last ten years. The two southern states, Karnataka and
erstwhile undivided Andhra Pradesh have shown more than
100% increase in rural areas and greater than 85% in urban
areas. This can be explained by the fact that both these states
have introduced some forms of Government assisted health
insurance schemes and evidence indicates that such schemes
promote access to healthcare utilization for hospitalization7.
However, another possibility could be that hospitals might be
admitting more people irrespective of the need for treatment.

Insurance schemes also provide an opportunity to maximise
individual gains in healthcare markets. The insured patients
have an incentive to indulge in demanding excess care,
providers too have advantage in treating more and this may
result in increasing levels of inappropriate care7(Table 4). In
contrast to the two states with Arogya Shree mechanisms, the
other two states in south India do not show similar dramatic
changes in hospitalization rates. Kerala has consistently high
hospitalization rates, which might be explained by higher
awareness and utilization.

___________________________________________________________________________________________________________________________________________________________________________

Joumard, I. and A. Kumar (2015), “Improving Health Outcomes and Health Care in India”, OECD Economics Department Working
Papers, No. 1184, OECD Publishing. http://dx.doi.org/10.1787/5js7t9ptcr26-en

5

Cases of hospitalization mentioned are those excluding child birth

6

Shailendra Kumar Hooda, Health Insurance, Health Access and Financial Risk Protection, Economic and Political Weekly, December 12,
2015, Volume No. 50
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Table 5: Utilization of Public Vs Private Health Facilities for Hospitalization, 2004-2014.
NSS 60th Round

NSS 71st Round

Differential in %

% of persons Hospitalized in public hospitals out of the 1000 hospitalization cases (EC)
Rural

Urban

Rural

Urban

Rural

Urban

National Average

42%

38%

42%

32%

0%

-6%

Karnataka

40%

29%

27%

18.3%

-13%

-11%

Andhra Pradesh+ Telangana

27%

36%

25%

21%

-2%

-15%

Kerala

36%

35%

34%

33%

-2%

-2%

Tamil Nadu

41%

37%

40%

29%

-1%

-8%

% of persons Hospitalized in private hospitals out of the 1000 hospitalization cases (EC)
National Average

58%

62%

58%

68%

0

6%

Karnataka

60%

71%

73.2%

81.7%

13%

10.7%

Andhra Pradesh+ Telangana

73%

64%

75%

79%

2%

15%

Kerala

64%

65%

65.3%

66.7%

3.6%

5%

59

63

59.6

70.7

1.4%

%

Tamil Nadu

On analyzing the proportion of hospitalized persons per 1000
cases, a stark reduction of 6% in utilization of public health
facilities in urban areas is seen for the entire country; and
no improvements are noted in rural. Corresponding figures
for Karnataka show the highest decline of 13% amongst
southern states in use of public sector for hospitalization in
rural areas. A 11% decrease in utilization of public facilities
for in-patient care in Karnataka is next to erstwhile undivided
Andhra Pradesh for urban centres (Table 5). Further, 73% of
people in rural Karnataka avail hospitalized care in private
facilities. This perhaps indicates that development of public
health systems under NRHM possibly played a limited role
in improving healthcare access for hospitalized care (other
than child birth) in rural Karnataka (Table 5).
Findings from literature review indicate that between
2007-12, rural consumption expenditure for durable goods
has increased the highest for Karnataka by 59% and rate

of increase in urban sector is comparatively lower8. This
increased affordability correlates well with the comparative
higher rise in care seeking from private health facilities in
rural Karnataka than in urban Karnataka. Analogously,
compared to rural Karnataka, barriers to access healthcare
are far greater and complex in urban areas. We also know that
“the expansion of the working and living conditions of the
city and access to basic services such as health has not kept
pace with growth in urban areas.”9 The last decade witnessed
state wide implementation of government health insurance
schemes. Of these, Yeshaswini scheme is exclusively for
rural farmers and RSBY and Vajpayee Arogyashree have
both urban and rural beneficiaries. A large majority10 of
empanelled hospitals in these schemes are private. We know
that these schemes are playing some role in promoting access
of rural people in Karnataka to avail hospitalized care in
private health facilities.

___________________________________________________________________________________________________
8

Southern states high in rural consumer durables consumption-ASSOCHAM Study-April 2014

9

Report and Recommendations of Technical Resource Group, National Urban Health Mission, 2014, Ministry of Health and Family Welfare

Only 34% public hospitals under RSBY, 4% under Yeshaswini and 11% under Vajpayee Arogyashree are empanelled as network hospitals
in Karnataka. Rest all are private healthcare facilities(source-respective officials websites of these schemes)
10
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3.2.3

Care during Childbirth

Table 6: National Trends in Institutional Deliveries
NSS-60th Round

NSS 71st Round

Differential in %

Rural

Urban

Rural

Urban

Rural

Urban

% of home deliveries

65

26

20

10.5

-45

-15.5

% deliveries in public

18

31

56

42

38

11

% deliveries in private (national average)

17

43

24

48

7

5

Assessment Parameter

Table 7: Status of Institutional Delivery in Southern States -NSS 71st Round
% of Deliveries
Home

Public Facilities

Private Facilities

Andhra Pradesh
rural

9.3

41.1

49.5

urban

1.1

31.1

67.8

Karnataka
rural

2

67

31

urban

1

42

58

Kerala
rural

5.4

31.2

63.3

urban

0.2

31.5

68.2

Telangana
rural

2.2

36.3

61.6

urban

1.6

23.1

75.3

Tamil Nadu
rural

5.7

63.5

31

urban

1.7

48.6

49.7

In contrast to care for general ailments and hospitalization,
utilization related to care during childbirth shows an
encouraging trend in favour of public health facilities. The
proportion of institutional deliveries increased in the entire
country by 38% and 11% in public sector for rural and urban
respectively. This implies that shift from home to institutional
childbirth is driven by delivery services becoming available
_________________________________________________

in public healthcare facilities.11 While NSS 60th round
report does not capture state wise disaggregation on details
related to child birth, Karnataka specific picture depicted in
NSS 71st round still remains significantly positive towards
public sector utilization for deliveries in rural areas. 67%
deliveries in rural Karnataka are taking place in public health
facilities. Share of public health facilities for institutional

11
T Sundararaman, V R Muraleedharan, Falling Sick, Paying Prize NSS 71st Round on Morbidity and Cost of Healthcare, Economic and
Political Weekly, August 15, 2015, Volume No 33
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deliveries is highest in Karnataka for rural areas amongst the
southern states. This is substantial and credit can be given to
the strategic inputs targeted at health facility and community
level, for provision of Maternal and Child Health (MCH)
services under NRHM.
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Utilization of public facilities for delivery care remains
comparatively low at 42% in urban Karnataka. This clearly
correlates with the lack of driving factors to promote deliveries
in public health facilities in urban areas such as absence of
ASHAs in urban areas12, comparatively less incentives for
urban mothers under Janani Surakhsha Yojna etc.

3.3 Cost of Treatment13:
Table 8: Average Expenditure on Hospitalized Treatment and Child Birth per Treated Person
NSS-60th Round

NSS 71st Round

Differential in %

Rural

Urban

Rural

Urban

Rural

Urban

Medical Expenditure per hospitalization episode

5695

8851

14935

24436

162%

176%

Non-Medical Expenditure

530

516

2021

2019

281%

291%

Total Expenditure per hospitalization episode

6225

9367

16956

26455

172%

182%

Expenditure Per Childbirth in public

1165

994

1585

2117

36%

113%

Expenditure per Childbirth in private

4137

5480

14778

20328

257%

271%

Medical Expenditure per hospitalization episode

5800

7552

14091

22190

143%

194%

Non-Medical Expenditure

471

438

2027

2012

330%

359%

Total Expenditure per hospitalization episode

6271

7990

16118

24202

157%

203%

Expenditure Per child birth in Public

340

483

1762

2635

418%

446%

Expenditure Per child birth in private

4141

6937

15672

21353

278%

208%

Average Expenditures per Treated person (in Rupees)
National average

Karnataka Specific Details

The average cost of treatment for hospitalization
episodes has increased exponentially in the last decade
for the entire country including Karnataka. The total
expenditure incurred on hospitalization episodes has risen
by three times in the entire country (similar for Karnataka).
National averages indicate that for a hospitalization episode,
a person is paying 36% more in urban areas than rural and
corresponding figures for Karnataka are roughly similar
at 33%. Similar to the overall trends in cost of care, cost
incurred by households for childbirth is nine to ten times
higher in private facilities than public for the entire country.

Escalating expenditures for childbirth in public health
facilities is worrying. A close scrutiny of national averages
shows that though no significant rise has occurred in average
expenditures for childbirth in rural public health facilities;
average expenditures on childbirth in public facilities of
urban areas have nearly quadrupled. A prohibitive escalation
of about five times is observed in household expenditures
for childbirth in public health facilities of rural and urban
Karnataka (highest amongst southern states). This is despite
focussed inputs from government in minimizing out of
pocket expenditures during childbirth14 (Figure 1).

_________________________________________________
Process of selection of urban ASHAs under National Urban Health Mission had just begun at the time of survey

12

NSSO 71st Round report does not provide state specific disaggregation on average expenditures for non-hospitalized treatment and has
not been discussed here.
13

Mechanisms of assured provision for free diet, free drugs, free treatment, free diagnostics and free transport to the mothers under
Janani Shishu Surakhsha Karyakram are expected to have been created from FY 2011-12. Karnataka specific findings in Common Review
Mission-(2013-14) indicate that out of pocket payments by families persist and are mainly on availing referral transport and diagnostic
services related to childbirth
14
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Figure 1: Average Expenditure/case for Childbirth in Public and Private Health Facilities in INR

A comparison of Out Of Pocket Expenditure (OOPE) for
care during childbirth is depicted in Figure 1. It shows that
OOPE for childbirth in public sector is highest in Karnataka
than any other southern state.

3.4 Effectiveness of Financial Protection:
To derive our analysis on effectiveness of health
expenditure support we use the available evidence in NSS.
Recent report includes only national averages for insurance
coverage and indicates that 86% of rural population and 82%
of urban is still not covered under any scheme for financial
protection. Not surprisingly, for the country as a whole only
1.2% and 6.2% cases of hospitalization received either full or
part reimbursement for the incurred healthcare expenditures.
In Karnataka, 2% episodes of hospitalization in rural areas
and 8% in urban received either full or part reimbursement
for the incurred expenditures. It is worth mentioning that the
proportion of reimbursement for rural areas in Karnataka
though meagre is highest in the country. However, NSS maps
only reimbursement as means of financial protection for
hospitalization expenditures and does not cover protection
under cashless insurance schemes. These insurance schemes
are operational in Karnataka and may have significant
implications for financial protection.

3.5 Conclusion and Karnataka specific actions:
Recent NSS health survey shows an increase in disease
burden both for urban and rural Karnataka. However, more
rural people than urban are now seeking healthcare. This
limited access to healthcare in urban Karnataka calls for
increased rigour in implementation of National Urban Health
Mission.
Comparatively high reimbursements for health
expenditures in rural areas, expansion of publicly funded
health insurance schemes and increased utilization of private
healthcare facilities for hospitalized care by rural people can
all be correlated. These indicate that efforts to overcome
financial barriers to access through health insurance schemes
are probably allowing higher utilization of private health
facilities in rural areas and limiting the use of public facilities.
A persisting higher utilization of public sector for
institutional deliveries in rural areas shows an intensive focus
of government on MCH parameters. Parallel advancements
and review by managers that would allow attention to other
in-patient care and general ailments have not been as much15.

________________________________________________
Report of 7th Common Review Mission of NRHM, Ministry of
Health and Family Welfare, 2013-14
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This focus on MCH care by government has subsequently
ensured user’s preference to avail these services from public
health facilities but driven private sector to adapt an alternate
marketing approach; (it is trying to increase its utilization by
strategic focus on care provision for general ailments and
hospitalization other than childbirth).
Such a pattern further builds a case that in case of those
services for which government has created systems of assured
provision, there is higher use of public health facilities than
private. It also means that if Karnataka develops broader
public health systems catering to assured services for larger
proportion of conditions, the care seeking in public health
facilities for general ailments and other cases of hospitalization
will also improve. There are counter arguments that this high
utilization of public facilities for deliveries is on account of
incentive based approach and has limited replicability and
is neither fiscally prudent nor sustainable for wide range of
ailments.16 While we acknowledge this challenge, we would
still like to take a slightly different position. Increase in
utilization of public sector for institutional deliveries cannot
be attributed to incentives alone. NRHM supplemented
multidimensional inputs towards public health systems
strengthening.17. While cash incentives cannot be replicated,
other mechanisms already established for MCH can definitely
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be tweaked or supplemented to extend assured care for other
services and improve public sector utilization.
The exponential increase in cost of healthcare incurred
by households in Karnataka cannot be ignored and demand
attention on improving mechanisms of financial protection.
However, evidence from other studies and evaluations
indicate that the target oriented health insurance schemes as
implemented in Karnataka, though successful in promoting
access to healthcare utilization, are actually ineffective in
reducing the mean hospitalization expenditure from sampled
households at aggregated levels.18 Thus, it becomes essential
to systematically assess the coverage and effectiveness of
these schemes in ensuring financial protection in context of
Karnataka.
The above action points suggest that transforming
health systems in Karnataka to achieve the goal of UHC
would require a balanced approach. This involves- increasing
health access by strengthening public health systems through
care provision for wider set of ailments, regain the focus on
comprehensive primary care and at the same time increase
access and coverage of pro-poor health insurance for effective
financial protection.

________________________________________________
Nishant Jain, Alok Kumar, Sunil Nandraj, Kheya Melo Furtado; NSSO 71st Round Same Data, Multiple Interpretations; November 21,
2015, Volume Numbers 46&47.
17
Implementation Framework of National Rural Health Mission-2005, Operational Guidelines for Maternal and Newborn Health-2010,
Ministry of Health and Family Welfare; Elucidate strategies for infrastructure and resource development, augmentation and skill building
of clinical and paramedical workforce and service provision on a 24*7 basis. They also elaborate on mechanisms for active identification,
screening, follow up of mothers, facilitation for institutional deliveries and continuum of care post delivery to increase the uptake of MCH
services.
18
Shailendra Kumar Hooda, Health Insurance, Health Access and Financial Risk Protection, Economic and Political Weekly, December
12, 2015, Volume No. 50
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Institutional Support
To Entrepreneurs:
How Important Is
The Socio- Cultural
Context?
-Dr. Shailaja S Thakur 1

1. Entrepreneurship and Entrepreneurial Development

I

t is an established thesis that entrepreneurs drive and lubricate the
wheels of capitalism. The classical definition of an entrepreneur
revolves around his role in organizing and coordinating the other
factors- land, labour and capital- in the process of production.
Combining the various thoughts on the entrepreneur in economic
theory, Hebert and Link (1989) assign to him the primary roles of
a risk bearer, innovator, organizer, decision maker and owner and
manager of enterprise.

The writer is Assistant Professor,
Department of Economics at Sri Venkateswara
College, Delhi University. She has worked
with Confederation of Indian Industry (CII),
Reliance Industries and United Nations
Conference on Trade and Development
(UNCTAD) in their economic research
Entrepreneurial development is much dependent on the policy
teams. She has been teaching the
support and business environment, so goes the argument. Gnyawali
undergraduate Economics course in various
and Fogel (1994) have developed a framework linking dimensions of
colleges of Delhi University, and also has
entrepreneurial environment to the core elements of the new venture
industry experience of five years.
creation process. These aspects of entrepreneurial environment are
government policies and procedures, socioeconomic conditions,
entrepreneurial and business skills and financial and non financial support
to business. While the macroeconomic policies and procedures give a
pointer to the kind of business opportunities that exist, the propensity to
enterprise is seen as a function of the innate characteristics of individuals as
well
as other socio- cultural factors. Finally, the ability to enterprise is the
Abstract
sum total of business (entrepreneurial) and technical skills that are required
Providing
the
‘right’ institutional
by an individual to start and manage a business. A crucial requirement in the
environment is said to be the recipe
for growth of entrepreneurship. But,
process of new venture creation is a match between these three components
can standardized policy tools deliver
of entrepreneurship. A high level of opportunity, propensity and ability
the desired results across all socioto enterprise will positively correlate with an individual’s likelihood to
cultural settings? Our study of Mizo
enterprise, given the right financial and non financial assistance. A key role
entrepreneurs highlights a basic flaw
in this approach and comes up with
of the entrepreneurial environment therefore, is to help entrepreneurs develop
certain policy options.
both propensity and ability to enterprise. This interrelationship between the
entrepreneurial environment and the entrepreneurial activity that exists can be
illustrated below:

***

1

Views expressed are personal.
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Figure 1. Framework relating entrepreneurial environment to entrepreneurship

Each government and authority tries to out-compete
the other in terms of the business climate it provides so
that it becomes the favoured destination for the prospective
entrepreneurs. The policy package that is adopted is more
or less similar - fiscal incentives, infrastructure support,
dedicated organizational support, marketing support,
financial aid, etc. When these policies work, in as much as
they are able to attract the potential entrepreneurs and extract
maximum advantage from them, the credit goes to ‘good
implementation’, and when the desired results do not follow,
poor governance and poor implementation mechanisms are
blamed. Though governance and implementation dynamics
are extremely important and ‘poor institutions’ hold the key to
the malaise that many developing countries find themselves
in, there is another, and to my mind, more pertinent issue that
seldom attracts attention. It is the idea of ‘contextualising’
policies. How can it be assumed that policies that work in one
setting would work equally well in a different socio - cultural
setting? As Dani Rodrik (2009) also argues in his paper,
there is no single recipe for success of countries. Laying

down or prescribing the same set of policies for stimulating
growth in countries is neither correct nor justified. Scope for
institutional creativity should be explored and acknowledged.
Moreover, as social scientists, we are talking about human
beings, human responses and varied interpretations of human
rationality. Reactions and responses of people to policies
might be, and in all probability are, different in different
contexts and might even be along quite unexpected lines.
Hence, it appears important to place the policies in the right
perspective for efficacy and desired results.

2. Entrepreneurial development in Mizoram:
Case of policy ineffectiveness
One classic case of such policy ineffectiveness came out
in our study of entrepreneurs in Mizoram, which we undertook
as part of our doctoral research. Mizoram is a relatively
young state2 and began its process of industrialization quite
late, towards the end of 1980s. The first Industrial Policy of
the state was announced in 1989 to set the stage for industrial

Mizoram was formed on February 19, 1987 following the signing of the Mizo Peace Accord

2
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development in the state and with the declared objective to
‘improve the economy of the state and bring about higher
quality of life and happiness to the people of Mizoram’. It was
clear that industrialization in the state needed active political
intervention. Both the central as well as the state governments
provided an institutional framework for industrialization in
the state that included setting up of organizations, framing of
promotional policies and providing financial as well as non
financial assistance to private entrepreneurs.
Among the fiscal incentives, tax exemptions and
subsidies are given utmost importance in steering industrial
development in the state. Through the Industrial Policy of
1989 to 2000, various subsidies were announced on land, cost
of project report, manpower development, interest on loans,
on power, power line, power generating sets, on transport of
plants and machinery, on capital investment and on registration
fee for promotion councils, commodity boards and chambers
of commerce. In addition, there were concessions given on
state and central sales tax to the entrepreneurs. One would
have expected that with such a plethora of policies and
organizational set up3, the environment would be considered
conducive enough by entrepreneurs. But, the state is still
categorized as a ‘no- industry’ state with presence of only the
micro and tiny enterprises. So, where does the problem lie?
Is it in the implementation or in the policy formulation itself?
This is the question we set out to answer through our
field survey of entrepreneurs across five districts of Mizoram4.
We ran our survey across 125 entrepreneurs and questioned
them based on a semi structured questionnaire. We were
specifically trying to relate their entrepreneurial behaviour to
the institutional factors that included their attitudes, values
and policy environment. As regards the latter, we posed
questions on the utilization by the respondents, of various
promotional policies and fiscal benefits provided by the state
and central government.

Table 1: Benefits availed by the respondents
(% of respondents
Tax exemption

93.4%

Finance (investment subsidy)

25%

Transportation subsidy

28%

Miscellaneous

11%

The results were unfortunately not very encouraging.
About one third of our respondents were unaware of
government schemes that could be made use of for their
enterprise. In terms of benefits availed, as can be seen from
Table 1, only a quarter of the respondents could actually avail
the capital investment subsidy and a similar percentage could
enjoy the transportation subsidies (Central Transportation
Subsidy). Subsidy schemes have been touted as the most
important promotion step taken by the state government
for enterprise development, yet there is a chasm between
the intended and actual results as our field research found.
Despite such an elaborate policy support mechanism, on a
scale of 10, the respondents gave an abysmal average score
of 3.96 to the government for its role in supporting local
industry.
Interaction with officials of NEDFi (North Eastern
Development Finance Corporation Ltd) also gave a twisted
tale of the subsidy mechanism and its utilization. Set up in
1995, this financial institution deals with providing finance,
subsidies and also consultancy and advisory services to the
local entrepreneurs. The respondents however, did not exude
any confidence in the financial and non financial support that
they were getting from this institution. On the other hand, the
officials of NEDFi were of the view that most of the clients
approaching them came only for the subsidies and lacked
a solid business plan. Our meetings with bank officials
and bureaucrats also revealed a tendency of mushrooming
of business units as and when any new subsidy scheme is
announced. As is obvious, most of these units are set up
without much groundwork and hence are unviable. Instances
were cited wherein the first question asked by applicants
for loans or subsidies is if they are eligible for the loans/
subsidies which is a dead give away that the proposition is

Organizations aiding industrial development in Mizoram are Zoram Industrial Development Corporation Limited (ZIDCO), Mizoram
Khadi and Village Industries Board (MKVI), The Mizoram Food and Allied Industries Corporation (MIFCO), Mizoram Agricultural
Marketing Corporation Ltd. (MAMCO), The Mizoram Handloom and Handicrafts Development Corporation Ltd. (ZOHANDCO) and
Mizoram Electronics Development Corporation (ZENICS)

3

The districts covered in our field study were Aizawl, Champhai, Serchhip, Kolasib and Saiha
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not a viable one and is simply a mechanism to take advantage
of the subsidy scheme. So, while the respondents feel that
most of the policies are only on paper and have not actually
achieved what they had set out to do, the officials hold the
view that the problem lay with the applicants themselves
since they come ill prepared and without the right paper
work. Whatever the reason and the source of the problem,
the issue is that the problem exists and the policy measures
are at best superfluous and at worst counterproductive, as our
econometric analysis showed.

3. Analysis of data: Econometric study
We carried out an econometric exercise, using the
Principal Component Analysis, of the responses gathered
in order to see the impact of institutional factors on
entrepreneurial profitability. Basically, looking at the
government infrastructure - departments, schemes and
programmes- we simply tried to gauge the efficacy of this
system by asking the respondents whether they are aware
of the government departments and schemes related to their
product and whether they have been able to avail the benefits
designed for them in various promotional schemes of the
central and state governments. Specifically, we looked at the
following factors:
•

Awareness of concerned government department/s

•

Awareness of government schemes concerning
their sector/ product

•

Benefits availed by the respondents in areas of
finance

•

Tax benefits availed by the respondents

•

Benefits availed by the respondents in area of
transportation

•

Any other benefits availed by the respondents as
provided by the government

We did a Tobit regression of profitability (defined as
profits/ turnover) on these institutional factors, in addition
to other independent variables5. The regression returned a

51

rather startling result where institutional factors seemed to be
having a significant and negative impact on entrepreneurial
profitability6. We therefore had the result which showed that
the so- called supportive policies though significant, are not
helping to improve the business prospects of entrepreneurs.
This result was not totally unexpected since we had observed
in our interactions with the entrepreneurs that they were not
very satisfied with the policy structure and even went on to
comment that ‘if anybody wants to do business in the state,
they have to do it without government support’7. Our results
showed that the entrepreneurs utilizing institutional support
indeed became more dynamic8, but this dynamism could
not translate into higher profitability. We have hazarded two
explanations for this result. Firstly, it could be that doles and
benefits induce complacency among the respondents, leading
to their poor performance. Another plausible explanation
could be that the red tapism and elaborate paper work needed
to actually benefit from such policies takes away productive
time from the entrepreneurs. The high opportunity cost of
this time might be affecting their performance adversely.
Another important insight that we obtained from our
analysis was that the tribal values are a highly significant
factor impacting entrepreneurial dynamism in the state.
The history of entrepreneurship in the state shows that the
Mizos had high cash consciousness, knew the techniques of
trading, were hardworking and had desire to be independent,
Shakespear (1912), Chatterjee (1999). All these trends indicate
that they have a pro business attitude. This result when read
together with the fact (again emerging from our analysis)
that ‘mainstream’ values and attitudes have no significant
influence on dynamism of the Mizo entrepreneurs, seemed to
imply that the entrepreneurship development policies in the
state should be formulated keeping in view the tribal ethos of
the Mizos. We were driven to conclude through this analysis
that policies formulated for entrepreneurship development in
the state should not supplant but rather intermingle with the
tribal values of the people.

Other independent variables were entrepreneurial dynamism, problems and risks faced by the entrepreneurs and the perceived advantages
enjoyed by the entrepreneurs

5

The regression coefficient of institutional variables had a value of -0.066805, with a t- value of -2.04, significant at 1% level of significance.

6

This comment was made by a young entrepreneur Jervis Chhakchhuak, who is a very dynamic entrepreneur and has done a commendable
job in setting up and diversifying his business into various unrelated lines. He has a tofu business, runs a restaurant and even a maid
placement agency.

7

We developed a ‘dynamism index’ to gauge the dynamism of the respondent entrepreneurs. Dynamism, in our definition, is reflected in the
various business moves that the entrepreneur takes during the course of his business and it is these moves that make up our dynamism index.

8
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4. Conclusion and policy options
Our analysis throws light on a basic flaw in designing
policies and evolving institutions irrespective of the sociocultural context. We discovered in our study on Mizo
entrepreneurs that the promotional policies were not showing
any significant result on the ground and were, in fact, sapping
the entrepreneurial appetite of the people. The extensive
subsidies that have been designed to help the entrepreneurs
are difficult to avail by those who need them and also lead to
perverse reaction such as setting up of fictitious and unviable
units that are not capable of survival. Rather than announcing
subsidies and giving out ‘doles’ to the entrepreneurs on a
regular basis, a more productive intervention would be to
take steps to enhance the people’s propensity and ability
to enterprise in the state. Training in documentation and
paper work to help the entrepreneurs, access to government
schemes without much loss of time and energy; providing
them business related training such as formulation of
business plans, financial proposals, inventory management,
effective use of ICT would be much more positive and
productive steps in promoting enterprise. Moreover, presence
of many departments and schemes also complicates the

situation, thus reducing the effectiveness of the institutional
mechanism. Thus, this process should also be streamlined
to avoid overlapping and inconvenience to the intended
beneficiaries. Infrastructure support in form of good roads
and connectivity, power, water and finance is undoubtedly an
area which needs greater involvement of the government and
has significant positive externalities for the state as a whole.
Though one agrees that subsidies and financial assistance are
very important tools for promotion of enterprise (maximum
respondents also seem to feel that lack of finance is the single
most important problem they face), creating more schemes
without carrying out any impact analysis of the existing
ones serves no purpose. Performance related incentives
can be seen as much better alternatives. Involvement of
local entrepreneurs or their representatives, at each stage of
policy making and implementation could also improve the
utilization of such schemes by the entrepreneurs. We need to
have a more holistic approach to policy formulation so that
the measures taken build on the strengths of the people and
the beneficiaries, and do not result in simply transplanting
one set of standard rules to all. In case of the latter, the policy
can and does become counterproductive as our study showed.
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Implementation
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Introduction

I

n spite of all the constitutional guarantees and legislative
promises since independence, the gender gap in India seems
The writer is Assistant Professor in the Centre
unfathomable. The Global Gender Gap Index 2014 ranked India
for Women’s Studies, Bangalore University.
at 114 out of 142 countries2. Apart from social sensitization, the
She has worked as Chief Consultant in the
situation demands significant gender specific budgetary allocation
Baseline Study of Asian Development Bank’s
and target based expenditure. But Elson (2002) rightfully observes
KUDCEM Project undertaken by Mangalore
that government budgets are not “gender-neutral” and the appearance
of gender-neutrality is more accurately described as “gender
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Gender budgeting seeks to mainstream gender analysis
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of issues within government policies, promote greater accountability
and international journals.
for the commitment of governments to gender equality and influence
budgets and policies.

-Sudeshna Mukherjee1

***

In this context, the present paper, following descriptive diagnostic
research- design, aims to understand the need for the practice of gender
budgeting and to assess the performance of the Indian state through the
analysis of secondary data obtained from the popular domain.

Abstract
In spite of all the constitutional guarantees
and legislative promises, the gender gap
is increasing in India. Along with social
sensitization,
the
situation
demands
gender specific budgetary allocation and
expenditure. Gender Budgeting is a method
of planning, programming and budgeting
that helps in advancing gender equality. In
this context, this paper aims to understand
the process of gender budgeting and the
performance of Indian states.

2. Genesis of Gender Budgeting
Fiscal measures have a different impact on women and men. Since the
Second World War, development policies have taken a welfarist turn where
women are considered as passive recipients of development as a member of
the family. It was Ester Boserup’s path breaking study on Women’s Role in
Economic Development published in 1970 that highlighted the role played
by women in the agricultural production and economy (Connell, 1987).
Although Women in Development (WID) approach sought to link women’s
issues with development and advocated for greater equality, it did not tackle
the unequal gender relations and roles as the basis of women’s exclusion and
gender subordination.

First World Conference on Women held in Mexico City in 1975 gave
birth to the concept of Women and Development (WAD). Rather than focusing
specifically on women’s relationship to development, WAD focuses on the
relationship between patriarchy and capitalism and emphasizes the distinctive
nature of the roles women play in the maintenance and development of their
societies (Rathgeber, 1990). In spite of all its promises, the WAD perspective
suffers from a tendency to view women as a class, and pays scant attention to the
differences among women or their intersectionalities. Furthermore, WAD has been
criticized for its singular preoccupation with the productive side of women’s work,
while it ignores the reproductive aspect of women’s work and lives.
_____________________________________

1

Views expressed are personal.

The ranking is based on a country’s ability to reduce gender disparities in four areas: economic
participation and opportunity, education, political empowerment, and health & survival. spaces
(Mishra, Tavares, 2015).
2
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Gender and Development (GAD) approach focuses on
the socially constructed basis of differences between men
and women and the need to challenge existing gender roles
and relations. Unlike WID and WAD, the GAD approach
is not concerned specifically with women, but with the
way in which a society assigns roles, responsibilities and
expectations to both women and men. GAD applies gender
analysis to uncover the ways in which men and women work
together, presenting results in neutral terms of economics
and efficiency. In 1995, in reaction to inequalities between
genders, the Beijing Platform for Action established gender
as a strategy across all policy areas at all levels of governance
for achieving gender equality. GAD too has been criticized
for emphasizing the social differences between men and
women while neglecting the bonds between them and also
the potential for changes in roles. The roles of men and
women in societies are often different, thus their needs vary
accordingly. In this context, Caroline Moser has made the
conceptual distinction between practical and strategic gender
needs.
2.1. Practical Gender needs (PGNs) are the needs
women identify in their socially accepted roles in society.
PGNs do not challenge, although they arise out of, gender
divisions of labor and women’s subordinate position in society.
PGNs are a response to immediate perceived necessity,
identified within a specific context. They are practical in
nature and often address inadequacies in living conditions
such as water provision, health care and employment. They
are needs shared by all household members yet identified
as PGNs of women who assume responsibility for meeting
these needs. Practical Gender Needs Include:
•

Water Provision

•

Heath Care

•

Income earning for household provisioning

•

Housing and basic services

•

Family food provision

2.1.1. Strategic gender needs (SGNs) are the needs
women identify because of their subordinate position in
society. They vary according to particular contexts, related
to gender divisions of labor, power and control. SGNs may
include such issues as legal rights, domestic violence, equal
wages, and women’s control over their bodies. Meeting
SGNs assists women to achieve greater equality and change
in existing roles, thereby challenging women’s subordinate
position. Strategic gender needs include:

•

Abolition of sexual division of labor

•

Alleviation of the burden of domestic labor and
child care

•

The removal of institutionalized forms of
discrimination such as right to own land or property

•

Access to credit and other resources

•

Freedom of choice over child bearing

•

Measures against male violence

•

Participation in decision making

According to Moser, it is important for planners to
understand the distinction. Frequently, different needs are
confused. Clarification helps in identifying more realistic
parameters as to what can be accomplished through
development planning. This also indicates the limitations of
different policy interventions. Policy makers often prioritize
practical needs over strategic needs.

2.2 Gender Budgeting Initiatives in the World
In the late 1980s, the dissolution of the soviet socialist
model of economy and failing economies of the developing
world resulted in structural adjustment and other neo liberal
restructuring policies. These policies have reshaped national
budgets and the economic and social priorities of countries.
These reforms have impacted significantly and negatively
on women, particularly in the informal and low wage
sectors (Commonwealth Secretariat 1999: 4). As a result,
attention has increasingly been drawn to the positive role
that national budgets can play in promoting gender equality.
Gender responsive budget initiatives, with their emphasis
on participatory principles, have increasingly been seen as a
strategy for promoting this goal.
Gender responsive budgets date back to the mid
1980s when they were implemented by Australian federal
and state governments as a gender mainstreaming strategy
that incorporated economic as well as social policy and
a whole-of-government approach. These initial exercises
were called ‘women’s budgets’ because of their focus on the
budget impacts on women and girls. Since the late 1990s,
the term gender budget initiatives’ have gained wide usage.
This terminology partly reflects a move to use gender as a
category of analysis. It also represents a pragmatic response
to overcome tendencies to misrepresent ‘women’s budgets’
as separate budgets for women (Sharp & Broomhill 2002:
25).
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By the mid 1990s, a few initiatives, mostly from nongovernmental organizations (NGOs) had developed in other
countries (e.g. Canada, United Kingdom) illustrating the
diversity of the forms of gender responsive budget exercises.
The idea of gender budgets gained momentum internationally
in 1995 when the United Nations Platform for Action
recommended that “Governments should make efforts to
systematically review how women benefit from public sector
expenditures; adjust budgets to ensure equality of access
to public sector expenditures” (UNIFEM 2000: 112). By
2003, the number of gender responsive budget initiatives
had mushroomed to around 50 countries. Gender responsive
budgets can now be found at all levels of government –
national, state and local. They engage a range of stakeholders
and use a variety of tools. (UNIFEM, 2003, 6-9).

2.3.2.

To
make
governments
accountable
for translating their gender equality
commitments into budgetary commitments:
Ensuring accountability is a demanding
task and usually involves some institutional
change. Many gender responsive budgets
have been constrained in their success in
bringing about desired budgetary and policy
changes because they have been unable to
devise effective mechanisms for making
governments genuinely responsible for
gender equality policies and their resource
allocation implications. At its most basic level,
accountability involves preparedness to include
relevant stakeholders in budget decision
making. The political and social context in
many countries is still not conducive enough
for participation of women in policy debates
and the political process around the budget3. In
the absence of strong accountability tools and
processes, government policies are probably
more likely to increase gender inequality than
reduce it. Using a variety of strategies and
tools, gender responsive budgets have been
able to promote governmental accountability
for their progress towards gender equality.
However, sustainability of progress has often
been doubted (UNIFEM, 2003, 16-17).

2.3.3.

To change budgets and policies to promote
gender equality: Ultimately, the success of
gender responsive budgets is linked to the
actual changes in budgets and policies so that
gender equality is promoted. A strategy to
achieve this goal can include one or more of
the following:

2.3. Goals of Gender budgeting
The goals of gender responsive budgets can vary
according to the particular political and social context of the
country and the institutional arrangements underpinning their
implementation (Budlender, 2002). However, goals that are
core to the majority of gender responsive budget initiatives
are:
2.3.1. To raise awareness among stakeholders of
gender issues and impacts embedded in
budgets and policies: Fundamentally, raising
awareness of gender issues and their policy
and budgetary impacts entails challenging the
illusion of the gender neutrality of budgets and
policies and making visible to the government
and community, the gender impacts of policies
and budgets. It is a crucial step in developing
a public argument for ultimately changing
budgets and policies (UNIFEM,2003,13-14).
At its most basic level, raising awareness means
gaining an agenda for the idea that budgets need
to be scrutinized for their impacts on different
groups of people and that the outcomes for
society are important.
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___________________________________________________________________________________________________
3 Diane Elson points to the successful strategy of promoting budgetary accountability using ‘rights’ tools and mass action initiated by the
Workers’ and Farmers’ Power Association (MKSS) in Rajastan, India.MKSS sought to enforce the rights of the poor, especially women, to
a minimum wage on a drought relief project. They investigated how the local government was spending its money through public hearings.
The exposure of the mishandling of development funds highlighted the citizens’ rights to access budget and other official documents. The
outcome was a ‘right to information’ campaign across India that linked citizens’ rights to information with government accountability to
those citizens (Elson 2000, cited by Hofbauer 2003: 20).
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a.

Increasing budgetary allocations,

b.

Improving the quality of resource inputs
(eg. gender training for public servants,
greater funding certainty, including
spending the funds as planned),

c.

Redistributing budget allocations,

d.

Changing the type and quality of goods
and services delivered by government,

e.

Changing policy outcomes.

3. Analytical
Frameworks
Expenditures

for

Public

3.1.

Gender specific expenditure: These are
expenditures that are specifically targeted to
groups of men, women, boys, or girls. For
example, this would include programs to
promote men’s health or to reduce violence
against women.

3.2.

Expenditures that promote gender equality
within the public service: These are
expenditures targeted to equalize employment
opportunities in the public sector. For example,
this would include programs that promote
representation of women in management
and decision making across all occupational
sectors, as well as those promoting equitable
pay and conditions of service.

3.3.

General or mainstream expenditures: This
category comprises of all other spending,
which is estimated to encompass about 99 per
cent of government expenditures. Although
these programs may be general in nature, they
may have differential effects by gender (e.g.
construction of roads: sounds absurd but it is
often seen that when women set the priorities,
roads are constructed connecting hospitals,
schools etc. whereas men prioritize connecting
places of economic interests).

4. Gender Budgeting Initiatives in India
Gender inequality poses a significant development
challenge in India. As a response to these challenges,
and to oblige the international commitment of ‘gender

mainstreaming’, India has adopted ‘gender-responsive
budgeting’ (GRB) since 2005. So far, 57 government
Ministries/departments in India have set up Gender
Budgeting Cells — a major step that could potentially
impact the lives of billions of women (Mishra, Tavares,
2015, 25th Feb).
4.1.

Gender Budgeting: Trends and Issues in
India

4.1.1.

Insignificant increase in allocation: While
there has definitely been an increase in the
Gender Budget Statement (GBS) in absolute
terms, i.e. from Rs 88,143 crore (2012-13) to Rs
97,134 crore (2013-14); the magnitude of the
GBS has declined as a percentage of the total
expenditure of the union budget from 5.9%
(2012-13 Budget Estimate – BE) to 5.8% (201314 BE). An assessment of the union budgets
since 2008-09 reveals that barring the 2011-12
BE, when it registered a marginal jump (6.2%),
the magnitude of the GBS has hovered around
5.5% all these years. Focusing on “absolute
numbers” in isolation therefore does not reveal
the entire picture as with inflation rates being as
high as they have been in recent years, nominal
increases without factoring inflation rates
present a distorted picture (Jhamb etal, 2013,
36). Only about 30 per cent of the demands for
grants, or estimates of expenditure, presented
by Ministries/departments to the Union
government are reported in the GBS.
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Table 1: Government of India, Union Budget (2013-14): Expenditure Budget, Volume II, MWCD
Allocations for Women (Rs thousands crores)
Year

100% for Women

At least 30% for Women

Total

2007-08

8.4

14

22.3

2008-09

14.9

34.7

49.6

2009-10

15.5

40.8

56.3

2010-11

18.5

48.6

67.1

2011-12

20.5

56.4

76.9

2012-13

23

65.2

88

Source: Dr. Rajini Menon, Women’s link, vol. 19, no. 2, April – June 2013
Table 2: Percentage of Gender Budget to total Budget of the Central Government

Source:
4.1.2.

Year

Percentage

2005

2.79

2006

5.09

2007

4.50

2008

3.68

2009

5.57

2010

6.11

2011

6.22

2012

5.91

2013

5.83

2014

5.46

2015

4.46

Rukmini, Hindu, March 1st , 2015.

Expenditure on children at the cost of
women: Further, allocations to the Ministry of
Women and Child Development (MWCD), the
nodal agency for women in the country, show
a marginal increase over the last three years —
from Rs. 18,584 crore in 2012-13 to Rs. 21,193
crore in 2014-15. With respect to ‘Women
Welfare,’ the allocations actually show a
downward trend — from approximately Rs.
930 crore in 2011-12 to around Rs. 920 crore

in 2014-15. Table 3 shows the abysmally low
budgetary allocation for women. Almost 87 per
cent of the 2014-15 budget of the MWCD was
allocated for the Integrated Child Development
Services Scheme, leaving only five per cent
for schemes exclusively meant for women.
Child development, undoubtedly, is the top
most priority before the country but it should
be national responsibility shared by all, not
women alone.
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Table 3: Projected Gross Budgetary Support for the
WCD Sector Projected Gross Budgetary Support
Projected Gross
Budgetary Support
(Rs Crore)

Total GBS
for Women
and Child
Development
(A)

ICDS
(B)

A–B

11th Five-Year Plan

54,765

42,400

12,365

12th Five-Year Plan

1,17,707

1,08,503

9,204

Source: Government of India (2012-17), Draft Twelfth
Five-Year Plan.
4.1.3. Insufficient Funding for Women-centered schemes:
Immediate response to any gender based crisis is
announcement of either schemes or legislation or
both. But during budgetary allocation, schemes
focusing exclusively on women either receive reduced
allocations or are not implemented at all. The Domestic
Violence Act is a case in point. The legislation,
enacted a decade ago, received an allocation of

Rs. 20 crore in 2012-13. Revised estimate figures for
2013-14 show zero allocation, which indicates that the
Act did not take off that year. The financial allocation
of Rs. 200 crore in 2013 for the ‘most vulnerable’
groups including single women and widows was
inadequate. (Patel, 2013). Table 4 gives a clear picture
of priorities.
A closer look at 2015 budget documents shows that only
three schemes have more than Rs. 1000 crore allocation.
They are infrastructure maintenance (Dept of Health and
Family Welfare), Nirbhaya fund for safety of women and
Indira Awas Yojna. Schemes with Rs. 100+ crore allocation
under 2015 Budget are only 2 (Sabala and Indira Gandhi
Matritwa Sahayog yojna ), while schemes with less than Rs.
100 crore allocation are 54 in number. Some very important
schemes have been discontinued. They include Rajiv Gandhi
Panchayat Shaahaktikaran Yojna, Backward region fund,
Schemes for setting up 600 model schools, etc. Schemes
with inadequate allocation are One stop crisis centre in each
district (2 crore) and Help-line (1 crore).

Table 4: Allocations for Interventions Targeted at Women
Scheme

2012-13

2013-14

Condensed Courses for Women Education

3.15

0.9

Hostels for Working Women

7.47

18

STEP

6.75

18

Central Social Welfare Board

52.19

65.23

Awareness Generation Programme

6.12

0.9

National Commission for Women

15.6

18.45

0

18

Swadhar Greh

49.5

67.5

Comprehensive Scheme for Combating Trafficking

6.66

11.7

Rashtriya Mahila Kosh

Priyadarshini

14

15

National Mission for Empowerment of Women

9.9

49.5

Women’s Helpline

0

18

One Stop Crisis Centre

0

9

Implementation of PWDVA

0

67.5

2.42

5

0

4.5

High Level Committee on Status of Women
National Institute of Women Affairs
Other Programmes (Relief and rehabilitation of rape victims)
Total

0

76.6

173.76

463.78

Source: Government of India, Union Budget (2012-13): Expenditure Budget, Volume II, MWCD.
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4.1.4. Increased Social Sector spending and its Gender
benefit: It will also be important to ensure increased
spending on all social sectors such as health, education
and sanitation,as these have impact on women. Social
sector received major thrust during 2008-09 (Table-5)
under UPA-1 government. Mahatma Gandhi National
Rural Employment Guarantee scheme boosted up
women’s employability and helped in reduction of
poverty.
While developed countries’ public spending on
education is at around 6 per cent of GDP, India spends
around 3.3 per cent of GDP on education, but fails to ensure
completion of five years of primary education for 50 per
cent of children. School dropout rate amongst adolescent
girls in India is as high as 63.5% (Ministry of Statistics and
Programme Implementation, 2012). The recent launch of the
‘Beti Bachao, Beti Padhao’ scheme by the new government
is worth mentioning. But education requires far greater
investment on the part of the government. Increased allotment
(Table 4) on various schemes aimed at curbing gender based
violence also creates a conducive environment for growth.
Sanitation and drinking water are very closely
associated with women’s health and wellbeing. Despite
India’s multi-decade battle to eliminate open defecation,
toilets are absent in 69% of rural India (Census 2011). Rural
sanitation is primarily funded by the Union Government.
The state governments and beneficiaries contribute towards
construction and maintenance of toilets as well. Rs. 6,244
Crores has been allocated to the Ministry of Drinking Water
and Sanitation (MDWS) for FY 2015-16. The Swachh Bharat
Mission (SBM) has been assigned Rs. 3,625 Crores, a 27%
hike compared to FY 2014-15.
Table 5: Social Sector spending as % of total Central
Government Expenditure
Year

Percentage

2004-05

7.85

2005-06

9.79

2006-07

9.47

2007-08

11.39

2008-09

12.52

2009-10

11.94

2010-11

12.61

2011-12

11.43

2012-13

11.93

Source: Rukmini, February 24, 2015.
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4.1.5. Other positive initiatives to improve strategic
gender needs: A positive trend over the past couple of
years has been the pre-budget consultations organized
by the Ministry of Finance, aimed at ensuring that
the voices of women are also heard in the budget
making process. The budget has also announced an
allocation of Rs. 1000 for an all-women public sector
bank namely Bharatiya Mahila Bank in which both
the management and clients are mostly women. The
state owned Women’s Bank will work for financial
inclusion and empowerment of self help groups,
women entrepreneurs, self employed women and
support livelihood needs of women. At last, the state
finds women bankable (Patel, 2013).

5. Conclusion
Jhamb, Mishra & Sinha in their article have commented
that “India seems to be trapped in a paradox- while, on
the one hand, it has taken several steps towards gender
responsive budgeting, on the other, budgetary allocations
for promoting gender equality and women’s empowerment
has actually registered a decline” (EPW (2013,36). This is
bound to have severe implications for the implementation of
critical interventions for women and girls. It is often seen
that policies which meet practical gender needs predominate
over strategies to promote strategic gender needs. To mitigate
gender gap in the country, gender budgeting must follow:
a.

Refining and standardizing methodology and
development of tools,

b. Implementation of gender Audit of policies of the
Government’s monetary, fiscal, trade policies at
the Centre and State levels,
c.

Identification of gender impact of policies/
interventions viewed as gender neutral. Micro
studies to identify need for affirmative action
in favor of women towards correcting gender
imbalances

d. Indicating the extent to which women are engaged
in decision making processes at various levels
within the sector and in the organizations and
initiating action to correct gender biases and
imbalances.
e.

Institutionalizing the generation and collection
of gender disaggregated data.
Government
departments must be sensitized about the visibility
of women in statistics and indicators.

f.

Gender budgeting should be incorporated
into standard budget processes and fully
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institutionalized. It should not be seen as something
to be done in addition to the standard budget
process.
g. It should address specific and identifiable goals
(such as reducing the inequality in educational
attainment) that have clear benefits and that can
be measured, even with somewhat crude tools and
data.

h. It should draw upon civil society and academia
for support and assistance in the more researchoriented aspects, and apply to local levels of
government, where it is more relevant.
i.

It should be comprehensive and include
considerations of all aspects of the budget, not only
spending, where it is most often applied.
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***
Abstract
Financial Management Information System
(FMIS) implementation in a state is akin to
a heart surgery, where technical expertise,
planning, sequencing, resources, team work,
coordination and monitoring are necessary
for a successful result. During the last 15
years, some states have implemented FMIS
while other states are upgrading their
existing systems into an FMIS. A consistent
approach and cross learning would help in
implementing FMIS and related financial
management reforms in a strategic,
efficient and economical way, which will
help the states reap the benefits of such
reforms.

1

1.

Introduction

F

inancial Management Information Systems (FMIS) can
be defined2 as a “set of automation solutions that enable
governments to plan, execute, and monitor the budget by assisting in
the prioritization, execution, and reporting of expenditures, as well
as the custodianship and reporting of revenues”. The key elements of
FMIS are automation and integration. FMIS (refer figure 1) is usually
built around a core treasury system (CTS), which supports key budget
execution functions and are interfaced/integrated with other PFM
systems and linked with a central data warehouse (DW) to record
and report all daily financial transactions. Such systems offer reliable
consolidated results for budget analysis, decision support, performance
monitoring and web publishing. Rajasthan and Gujarat have already
implemented FMIS, while states like Madhya Pradesh (MP), Andhra
Pradesh (AP), and Karnataka are in the process of upgrading their systems
into an FMIS system. The benefits of FMIS are, one source of truth,
online report availability and informed decision making, improved budget
control and fiscal management, enhanced internal control and reducing
redundancies, better cash and debt management, timely production of
accounts, improved monitoring and expenditure efficiency thereby leading
to better service delivery.

Views expressed are personal.

Reproduced from FMIS-25 years of World Bank Experience on what Works and what doesn’t
(2011) – Cem Dener, Joanna Alexandra Watkins, and William Leslie Dorotinsky. There are other
definitions available from World Bank and USAID.
2
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Figure 1. FMIS – Core treasury system and other modules3

2. Transition to Integrated FMIS
To embark on an FMIS project, the state needs to
understand the current position of the state systems. To help
the state analyze the current position, the following graph

can be used which explains the different stages of IFMIS.
Based on the available resources and capacity, the state can
either go in for step by step approach or they can reach the
IFMIS stage directly.

Figure 2. Transition to Integrated FMIS4
Modified based on Cem Dener, Presentation on “Implementation Methodology of the Integrated Public Financial Management Systems in
Europe and Central Asia,” World Bank May 2007.

3

Modified based on Cem Dener, Presentation on A tour around the world: Transition to integrated FMIS solutions – APEC FMIS workshop
in Bogor, Indonesia (Nov 2012)
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Key modules in state level FMIS: The key requirements
for an FMIS system are that it should interface between
various modules to avoid duplication, all controls should be
systems and process based with least manual intervention, and
should be “Single Source of Truth” for all data requirements.
Following are the important modules which the FMIS at state
level should aim at:
•

Core Treasury system (CTS) including DDO Module
to cover bill preparation and processing, e-receipts and
e-payment module, accounts module, reconciliation
modules, stamps module, and Public accounts modules;

•

Budget module including planning, preparation,
consolidation, allotment and distribution, reallocation,
variance analysis, supplementary budget preparation,
and printing budget literature;

•

E-procurement Module including the entire tender
process and issue of work order;

•

Works Module including Contract Management Module,
Commitment Accounting, Expenditure tracking and
project management, and Fixed Assets Module to record
the fixed assets;

•

Human Resource Management System (HRMS)
including generation of payroll and employee database
with service books;

•

Asset and Liability Management Module including State
Guarantees, Loans and Advances, and Investments;

•

Debt and External aid module including debt scheduling
and projections;

•

Cash Management and cash forecasting module;

•

Pension module including New Pension Scheme;

•

Auditor General (A&E) module to allow online porting
of state accounting data to the AG’s systems and to
prepare the state’s monthly accounts and the annual
Finance and Appropriation Account;

•

Audit Module for the auditors (AG) to carry out the
audits including compliance module to monitor audit
paras and settlement of audits;

•

Revenue Accounting/Management Module including
Commercial Taxes, Excise, Transport, and Stamp duty
and other non-tax receipts;

•

Fiscal Management and MIS for fiscal reports and other
dashboards to support decision making;

•

Line of credit module, in case state still follows this
practice; and
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•

Cyber Treasury for online verification of e-transactions
and integration with Banks and RBI to capture receipts
on real time

There could be other modules which could be developed
by the state based on their specific requirements.

3. Interlinked FMIS (different applications
with linkages) or Integrated FMIS (all
applications in one centralized database)
In Karnataka, the new Khajane II (KII) system has 24
core modules, and would be interfaced with: (a) HRMS for
personnel database and salary (b) e-procurement database
and (c) e-receipts module for receipts management. In this
model, the load on KII would be reduced and interlinkages
would be provided to transfer the required data. Karnataka
would be moving to interlinked FMIS. Andhra Pradesh
is implementing SAP, while Rajasthan and Gujarat have
implemented FMIS, where all modules are integrated and are
in the same database. In case of Rajasthan, Andhra Pradesh
and Gujarat all modules are in one platform and they are
moving towards integrated FMIS. The states can decide on
interface or integration based on the current software which
they are using for different modules and the compatibility of
the new software for interlinkages.

4. Commercial off the Shelf (COTS) software
vs. Bespoke solution
COTS packages like Oracle, SAP, Free Balance, etc.,
support FMIS functions. One of the key consideration,
though, is the cost of the COTS solution vs. development
cost. The cost of COTS solution could be higher due to
proprietary software and recurring license cost based on
number of users. If the government is able to negotiate a
lifetime license fee, then this issue could be avoided. While
implementing COTS solution may reduce the development
time, it could also come with its own rigidity and structure
which could affect day to day transaction. The selection of a
suitable COTS package depends on the level of customization
needed to meet the needs of the government. The process
holder’s needs to first evaluate their current business process
with the COTS process. If the processes can be supported
with minimal customization, then the COTS solutions can be
a good fit for PFM needs. The enhanced staff training needs
for COTS solution and over dependence on vendor could be
a potential issue in the long run which needs to be addressed
by the states.
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The implementation mode can be decided based on
the resources available in terms of skills of manpower
available with the state, finances, and the alignment of
business process with the COTS product. Andhra Pradesh
has procured SAP which is a COTS solution and customized
it for its requirements. Karnataka, has COTS products
for User Management, Application Server, Web Server
& Database Server, while bespoke solutions are being
used for implementing KII functions. In Madhya Pradesh,
some modules like HRMS, General Ledger, and Project
Management has been procured from Oracle, while other
core modules are being developed in Oracle.

5. Time frame
Normally an IFMIS conception, development, and
implementation process at the state level takes 3-4 years.
Gujarat started conceptualizing the IFMS project in July
2006 and completed the roll out in sub treasuries in December
2010. Modules on e-receipts and payments were added
later on. Karnataka started development of KII in October
2011 and it is expected to be completely rolled out in April
2016. Madhya Pradesh started development of CSFMS in

August 2010 and it is expected to be rolled out in April 2016.
Andhra Pradesh started the conception of E-Nidhi (CFMS)
in April 2013 and is being currently piloted in the state, and
is expected to be rolled out by April 2016. Andhra Pradesh is
implementing SAP system with modifications and hence the
lead time for design and development is reduced. Rajasthan
started the development of IFMIS under NEGP project in
November 2009, the core treasury and accounting system
was rolled out in May 2011, while in 2012, e-payments and
e-receipts and integration with banks was achieved.
The cost of IFMIS implementation varies from state to
state depending on various factors like the software selected
(whether developed or COTS), license fees (one-time or
recurring), number of users and offices covered, modules
developed, provision of hardware, maintenance of hardware
and software, implementation support, training to officers,
handholding support, outsourcing of treasury systems etc.
The cost has to be reviewed in regards to the components
and the overall contract signed by the government. Currently,
most of the state FMIS projects are designed as centralized
database applications based on web-based solutions.

Table 1: Comparison of FMIS at states5
State

AP

Karnataka

MP

Rajasthan

Implementing
Partner

NIIT

TCS

TCS

NIC

TCS

FMIS

E-Nidhi

Khajane II

CSFMS

CFMS

IFMS

Software

SAP – COTS

Oracle – Bespoke
solution

Oracle – Bespoke
solution

Oracle – Bespoke
solution

Start year

2013

2011

2010

2009

2006

Roll out year

2016

2016

2016

2011

2010

Architecture

Web based

Web based

Web based

Web based

Web based

Interlinked FMIS
(all modules
linked)

Interface with
e-Procurement

HRMS and
e-procurement
interfaced

Yes

Yes

Yes

Integrated FMIS
(centralized PFM
database)

HRMS is integral
part of CFMS

NA

HRMS is
integrated

HRMS is
integrated

Yes

Method of
Deployment

COTS
Implementation

Development and
maintenance

Development and
maintenance

Development and
maintenance

Development and
maintenance

World Bank Workshop on Treasury Reforms in States and Transition to IFMIS: Challenges & Opportunities

5
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6. Steps in FMIS Implementation

resource availability of the state and also estimate
the holistic change requirements at each level. DPR
will also provide recommendations with respect to
IT Infrastructure - Hardware, Supporting Bandwidth,
Networks, with an initial project plan.

Based on experience of various states, the following are
the key steps in FMIS implementation
(a) Governance structure: A high level committee (HLC)
headed by the Principal Secretary-Finance needs to
be constituted which will oversee the overall project
progress. A project team needs to be formed in the
Finance Department (FD) with a full time Project
Director (PD) who should be authorized to take decisions
and provide sign offs. A core team of experts from
various departments, senior officers from Treasury and
Budget, and other key functions addressed by the FMIS
needs to be deputed who can support the project through
various stages of design and implementation. Process
Owners need to be designated for each of the process to
be automated/included in the FMIS. The project team
should be provided with adequate resources in terms of
budget, time, and technical man power.
(b) Selection and engagement of consultants. There are
two approaches: Select one vendor who will do entire
work from start to development to implementation and
training; or appoint one consultant for initial study and
design, support in selection of the System Integrator (SI)
and later in implementation, and select another vendor
for software design, implementation, training, roll out,
and warranty support
(c) Gap Analysis, Business Process Re-engineering
(BPR), & Detailed Project Report (DPR) : A
detailed third party review of the manual systems/
current treasury software needs to be carried out to
map the AS-IS situation, map the current processes
and status, identify the gaps and envision the
To-Be scenario. The review would also cover the gap
analysis of existing hardware, software and network
systems present at the user departments. BPR is
very important to introduce new processes, process
simplification, eliminate repetitive approvals, develop
system and process based internal controls, reduce
manual intervention, and re-engineer the existing
process to improve efficiency. Process change will
require changes to the Acts and Rules, business process
changes, changes to the financial codes and treasury
codes etc. which would affect the way of business in
the state. DPR would cover the necessity, feasibility,
objectives and plan of action, financial feasibility, and

(d) Functional Requirement Specifications (FRS): The
state has to identify the modules which need to be
developed as part of the FMIS and FRS for each of the
module has to be developed in consultation with the key
stakeholders of the concerned department.
(e) System Requirement Specifications (SRS): Based on
the BPR and FRS documents, the detailed SRS needs to
be created by the vendor. A core team from government
needs to work with the vendor to vet the SRS at the
development stage. A third party audit of the SRS
should also be done concurrently which would support
in better validation of the SRS.
(f) Design, development and implementation of the
application: The system design and development of
the application is carried out by the vendor (SI). The
modules should be developed in a phased manner so
that critical and integrated modules are developed
in first phase, while other standalone modules can be
developed in the second phase.
(g) User Acceptance testing (UAT) and third party
audit: A third party audit of the outputs needs to be
carried out concurrently to validate the outputs with the
design. The UAT of all modules has to be carried out by
the stakeholder departments and their sign off obtained.
Based on the UAT, the vendor will resolve issues in the
software.
(h) Training the trainers/key champions and pilot
testing: A training needs assessment and training plan
need to be developed for the staff. The government needs
to identify a team of trainers and key champions from
the treasuries and departments who could be trained as
resource persons for further training and implementation
support in the application software. Number of pilot
testing sites in the field should be decided and staff at
these sites should be trained before the pilot test. The
trained staff should carry out actual pilot testing of
the modules in live condition for a specified period.
Based on the results of the pilot, any adjustments in the
software can be addressed.
(i)

Data Migration from existing system: The data
migration efforts need to be jointly estimated by the
departments and vendor and Data Migration Strategy
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worked out. A data readiness checklist needs to be
developed and the departments should be given
timeframes to gather the data in the required formats.
The data need to be validated and signed off by the
appropriate authority from the departments which
would be used for data migration.
(j) Training and Roll-out: Role-based training has to be
provided to the employees depending on the area of their
work while sensitization training needs to be provided to
the supervisors. The training schedule should be aligned
with the roll out schedule. Government needs to clearly
define the roll out strategy, phasing of the roll out, and
a cutoff date by which roll out would be accomplished.
After the roll out, government needs to decide the period
of parallel run in offices, after which there would be full
online migration to the new software.
(k) Hand-holding, Warranty and Maintenance support:
The vendor should provide at least one year handholding
support, and 2-3 years warranty and maintenance
support of the product to ensure sustenance.
(l)

Change management: Implementing FMIS is a great
change management challenge for the government. A
clear and well-articulated change management strategy
is a prerequisite for successful implementation. IFMIS
is not only about technological solution but it is about
people and process which needs to be addressed. Proper
skill mapping and training needs assessment have to be
carried out for staff and employees will require training,
orientation, and constant interaction. This is to gear
them up for the roll out outlining the benefits involved
from the change as well as to allay their fears of job loss.
Some employees may need to be retrained to carry out
other functions in the government while new employees
with skills in hardware and software maintenance need
to be hired for longer term sustainability.

Change management activities,

•

Design and implementation methodology,

•

Duration of system development and deployment,
and implementation timeline

•

Weak human capital; inadequate deployment of
resources; weak planning; inadequate identification
of user requirement

•

Other PFM reforms, changes in acts and rules not
carried out impacting the implementation

Key factors for successful implementation:
Following are some of the key factors for FMIS
implementation:
•

Effective project management structure

•

Formal Implementation Plan

•

Appropriate sequence of activities including PFM
reforms

•

Effective monitoring and corrective actions – at
least monthly

•

Hire relevant technical skills (Accounting,
Auditing and IT) in the reform team

•

Administrative Leadership with commitment to
change and Change Agent in the government

•

Change Management

•

Support from Staff with changes in skills,
responsibilities and behaviors.

•

Manpower (long term) and Consultants (short
term)

•

Time Horizon, Patience and Planning

Good practices in implementation:
Following are some of the good practices observed in
the states:

7. Challenges in implementation
Following are some of the key challenges in FMIS
implementation:
commitment

•

•

Continuity of political
administrative leadership,

•

Scale of investment on technology and cost of
implementation,

•

Investment on capacity building,

•

Establishment of Project unit with dedicated PD
who have powers to review and sign off outputs,
and multi-disciplinary team to support the project
(Karnataka and AP);

•

Involvement of process owner in development of
FRS and software (Karnataka) ;

and
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•

Implementing BPR and system-based controls
(Karnataka, AP and MP);

•

Conducting simultaneous third party functional
and technical audit and getting sign off in key
deliverables (Karnataka and AP);

•

Conducting timely review and working in a project
mode with a detailed project plan and reviewing
the progress and slippages (Karnataka and AP);
and

•

Ensuring that the IPR of the application is owned
by the government (Karnataka)

8. International experience
Internationally, countries like Brazil, South Korea and
Russia have adopted the concept of implementing FMIS.
Brazil has implemented new budget preparation system
which is based on Open Source Software and freely available
to its states. Russia launched a new budget portal6 in early
2013 to publish a rich set of open budget data on federal
and regional level revenues and expenditures, investments,
intergovernmental transfers, procurement activities, etc.
Korea has successfully implemented a highly integrated FMIS
solution by breaking down departmental and institutional
barriers with political support at the highest level.
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9. Conclusion
FMIS implementation is a challenge to any state as
it affects the day to day running of the Government and
is influenced by a lot of factors outside the FD. It needs
long term vision to appreciate the need for FMIS and
persistent administrative leadership to carry out successful
implementation. FMIS implementation needs to be carried
out on a project mode with clear and reasonable deadlines,
dedicated and empowered project team with continuity
so that the envisioned application can be developed and
implemented in a timely manner. Adequate resources in
terms of budget, timelines, and technical manpower need
to be provided by the state. It also calls for continuous
collaboration with departments, staff at ground level, and
other stakeholders to successfully implement an FMIS. A
clear and well-articulated change management strategy is a
prerequisite for successful implementation. The states that
are embarking on FMIS implementation should liaison with
other states which have implemented FMIS and internalize
the learning of both good practices and failures faced by
them in their project design. A consistent approach and
cross learning from other states’ experience would help in
implementing the FMIS reforms in a strategic, efficient and
economical way which will help the states reap the benefits
of such reforms.
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Citizens and civil societies are also allowed to provide feedback on possible improvements.
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1.

Introduction

E

-government refers to the use of information and communication
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He has presented several papers at the
government from time to time;
International, National & State level Seminars
and Conferences. His areas of specialization
• Interaction between government–citizens and government-business;
include Business & Trade Laws, Information
• Simplification of the processes of government; and
Technology & Cyber Laws, Corporate Law,
Constitutional Law, Banking Law, and Law
• Internal government operations to simplify and improve democratic
of Torts.
government and business aspects of governance

***

E-Governance or ‘electronic governance’ is basically the application
of Information and Communication Technology (ICT) to the processes of
government functioning in order to bring about ‘Simple, Moral, Accountable,
Responsive and Transparent’ (SMART) governance. This would generally
involve the use of ICT by government agencies for any or all of the following
reasons: (a) Exchange of information with citizens, businesses or other
government departments, (b) Speedier and more efficient delivery of public
services, (c) Improving internal efficiency, (d) Reducing costs / increasing
revenue through re-structuring of administrative processes and, (f ) Improving
quality of services.

Abstract

E-governance is the effective use
of Information & Communication
technology (ICT) to improve the
system of governance that is in place,
and thus provide better services
Although the term ‘e-Governance’ has gained currency in recent years, there
to the citizens. Developments in
is no standard definition of this term. Different governments and organizations
e-governance provide opportunities
to harness the power of Information
define this term to suit their own aims and objectives.
and Communication Technology
(ICT) to make the business
The UNESCO definition is: “E-governance is the public sector’s use
of
governance
inexpensive,
qualitatively responsive, and truly
of information and communication technologies with the aim of improving
encompassing.
information and service delivery, encouraging citizen participation in the decisionmaking process and making government more accountable, transparent and effective.
E-governance involves new styles of leadership, new ways of debating and deciding
policy and investment, new ways of accessing education, new ways of listening to
citizens and new ways of organizing and delivering information and services. Its
objective is to engage, enable and empower the citizen.”

1
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Dr. APJ Abdul Kalam, former President of India, has
visualized e-Governance in the Indian context to mean:
“A transparent, smart e-Governance with seamless access,
secure and authentic flow of information crossing the inter
departmental barrier and providing fair and unbiased service
to the citizen.”

•

Encourage direct participation of citizens
in government, policy-making process and
development efforts.

•

Create a business friendly environment.

•

Eliminate touts and undesirable practices such as
delays, harassment and unnecessary documents.

2. Conceptualizing E-governance

•

Improve the overall quality of life of the common
man.

The concept of e-governance is of recent origin in
Information Technology (IT). The emerging concept has
brought about a paradigm shift in IT usage and applications
for good governance. The word ‘governance’ is often used.
But it is a term that is not always precisely defined, although
several international organizations have tried to define
governance and what it covers. Generally, governance refers
to the system of directing and controlling the actions, affairs,
policies and functions of a political unit, organisation or
nation. E-governance, or electronic governance, is an attempt
of government to harness information technology to improve
the efficiency or effectiveness of the executive function of
government including the delivery of public service.

•

Providing prompt delivery of services at the
doorsteps.

Objectives of E-Governance
We are moving on from IT to Information Communication
Technology (ICT) and from ICT to Information Society (IS),
according to Richard Heeks. But only technology cannot
solve anything unless the objective is properly stated and
sought to be achieved with deliberate action. With a strategic
objective to support and simplify governance for all parties
(Government, Citizens and Business), by using ICT for
attaining good governance, following broad objectives of
E-Governance can be identified.
•

Impart a citizen-friendly image of government.

•

Deliver essential services to citizens.

•

Ensure transparency and right to information in
governmental activities.

•

Create healthy relationship between government
and citizens, and encourage their participation in
governance.

•

Enhance citizen empowerment and democratization.

•

Enhance productivity
administrative functions.

•

Eliminate poverty.

and

efficiency

of

Benefits of E-governance
E-governance has emerged because of the increasing
interest of government and citizens around the world
to experiment with and exploit new media and latest
technologies. It involves new styles of leadership, new
ways of debuting and deciding policy and investment,
accessing education, listening to citizens and organizing
and delivering information and services. If e-governance is
implemented successfully, it can provide following benefits
for development:
•

Increase the accessibility of individual citizens
to information and services that allows them to
influence government operations.

•

Opportunities to earn a living by learning a new
skill in the knowledge based economy.

•

Producing same output at lower total cost.

•

Opportunities to trade and bank online.

•

Reduction in time and paperwork.

•

Support effective decentralised decision making by
providing an efficient information flow.

•

Easy performance of functions like collection
of tax, water charges, professional taxes etc. by
various government departments.

•

Enhance access to information and communication
across large distance.

•

Deliver essential services to citizens.

•

Improving agriculture productivity.

•

Improves resource management.

•

Enables marketization by supplying information
related to the market and enhanced public services.
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•

Transparency in judicial and administrative work.

•

Putting all notifications and circulars online, so
that cases can be disposed faster.

•

Helpful in confidence building among the citizens
and the government machinery.

•

Market expansion and organized job creation and
its overall impact on the macro economy.

•

Transition from cumbersome procedures for
clearances to improved relations by providing
quick approvals.

•

Facilitates easy monitoring and tracking of files
as it is an innovative way of administration where
there is no place for red tapism.

(c) Attitude of Government Employees
		

(d) Lack of coordination between Government
Department and Solution developers
		

3. Issues & challenges in implementation of
E-governance
(a) Lack of IT Literacy and awareness regarding
benefits of e-governance
		

There is a general lack of awareness regarding
benefits of e-governance as well as the process
involved in implementing successful GovernmentCitizen, Government-Government and Government
- Business projects. The administrative structure is
not geared for maintaining, storing and retrieving
the governance information electronically. The
general tendency is to obtain the data from the
files (print) as and when required rather than
using Document Management and workflow
technologies. Lately, Document Management
System and workflow technologies have been
able to find use only in those departments where
there is perceptible lightening of workload of the
subordinate staff.

To a large extent, the computers in many departments
are used for the purpose of word processing only,
resulting in the underutilization of computers in
terms of their use in data processing capacities
for supporting management decisions. The time
gap between the procurement of the hardware and
development of the custom applications is so large
that by the time the application is ready for use, the
hardware becomes obsolete.

Designing of any application requires very close
interaction between the Government department
and the agency developing the solutions. At
present, the users in Government departments
do not contribute enough to design the solution
architecture. Consequently, the solution developed
and implemented does not address the requirements
of an e-governance project effectively and hence,
does not get implemented.

(e) Resistance to re-engineering of departmental
processes
		

(b) Underutilization of existing ICT infrastructure
		

The psychology of government servants is quite
different from that of private sector. Traditionally,
government servants have derived their sustenance
from the fact that they are important repositories
of government data. Thus, any effort to implement
DMS and workflow technologies or bringing about
change in the system is met with resistance from
government servants.

Successful implementation of e-governance projects
requires immense restructuring in administrative
processes, redefining of administrative procedures
and formats which meets resistance in almost all
departments at all levels. Additionally, there is
lack of expertise of departmental MIS executives
in exploiting data mining techniques, updation and
collection of real time content onto website, etc.
Therefore, the content as collected or maintained
by various e-governance portals is unreliable or
full of gaps. In such a scenario, it is difficult for
any e-governance solution to achieve its intended
results.

(f) Lack of Infrastructure for sustaining
e-governance projects on national level
		

Infrastructure to support e-governance initiatives
does not exist within government departments.
Government departments are neither equipped
to project clear requirements nor are there any
guidelines for involving private sector. Whatever
efforts have been made by various Government
organizations may be defined as islands of
computerization. The infrastructure creation is
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not guided by a uniform national policy, but is
dependent on the needs of individual officers
championing a few projects. Therefore, the required
networking and communication equipment is
either non-existent in Government departments,
or if it exists at all, does not serve any tangible
purpose as far as the requirement of e-governance
project is concerned. The use of connectivity
options provided by Government agencies like
NICNET etc. are used in a very limited manner
for data transmission purpose between various
locations viz. District, State, Centre etc. and is
mainly utilized for e-mail and Internet purposes.

should be carried out in all states, government
departments to understand their level of
acceptability of the e-governance.
(c) Make beginning with implementation of pilot
projects and replicating the successful ones
		

4. Overcoming challenges for implementation
of E-governance
(a) Create Literacy and
e-governance at high level
		

commitment

to

The most important requirement is a training
programme for policy makers in E-Governance
(Senior Public Servants), politicians and IT task
force members. The training programme needs to
be focused according to the requirements of the
policy makers at the top. Such programmes can
be need-based and outsourced when required. In
addition, it should be made mandatory for all the
stakeholders in implementation and maintenance of
e-governance services to possess general IT skills.
There may be specific requirements for training
in certain specific projects. Such programmes
can also be need-based and outsourced when
required. A few suggested programmes include
e-governance training, building web interfaces
for citizen interaction, document management and
workflow applications, security and PKI solutions,
office automation, networking etc.

(b) Conduct Usability Surveys for assessment of
existing e-governance projects
		

There is a varying degree of development of
e-governance among the different states. A few
States have advanced into a digital era whereas
a few are yet to start with any initiative. There
is tremendous divergence in the extent of
implementation of the concept of e-Governance.
It is, therefore, not possible to come up with a
framework for implementation of e-Governance,
which can be applicable to all states and Central
Government. Therefore, an e-readiness exercise

The pilot projects undertaken in various states
should be accessed for their achievement levels.
They should be classified as success or failure
according to the desired output fixed before
implementation of the projects. The study should
be carried out by an independent agency for
the implementation agency. The study should
be carried out at each stage of implementation.
Bottlenecks and causes of delays should be
documented, even though they may be removed
later. The successful projects should be replicated
in the rest of the country with members drawn
from the implementing team. The projects, which
could not achieve the desired outcome, should be
documented for possible causes of failure.

(d) Follow best practices in e-governance
		

The study of best practices will bring forward
the best practices being followed in some states,
nationally and internationally. The national and
international best practices study will give a great
momentum to the process of E-Governance. The
State Governments will not have to re-invent the
wheel every time and they can learn from the
developments already made.

(e) Build national resource database of e-governance
projects
		

This would allow any organization planning
an IT project to instantly ascertain whether any
such project has already been implemented in the
country. Intending implementers would know who
the key people in similar projects are and how to
reach them. Since it is much easier to replicate a
solution than to evolve it the first time around, the
lead-time to implement projects can be reduced
substantially. If a project is already in operation in
a similar environment in the country, acceptance
for the project can be obtained much faster and
smoother elsewhere. So change management
becomes easier and the time and effort involved
in such implementations is much lesser. Due
recognition would accrue to the pioneers who
created the successful projects. It would also
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enable others to learn from them. For implementing
agencies like Government owned organizations
like NIC, CDAC and State PSUs or private IT
companies, it offers a unique opportunity to derive
the full return and reward, both domestically and
internationally, from their successes and the IPRs/
products that they have created. It would help
create an archive of e-governance applications in
the country.
(f) Have clearly defined inter-operability policy
		

The e-governance architecture needs to ensure that
the components are scalable and adaptable to the
future requirements. It also has to ensure that the
local architecture fits into the State level, and the
same should be scalable into National and Global
architecture. Interoperability is a major criterion
while defining the architecture.

(g) Manage and update content on government
websites efficiently and regularly
		

Content is the ‘heart’ of any IT project. The
government agency has to keep in mind some
of the important technical guidelines, while
developing the software and computerization, to

facilitate the future integration. The department
also needs to address the security of transactions
and messages. The process of content development
encompasses a whole range of activities starting
with a comprehensive study of the system and
identification of the objectives. It ends up with
delivery of the intended benefits to the citizens
or other users of the IT System. The government
agencies must ensure that the data on the sites is
always updated and relevant.

5. Conclusion
E-governance not only focuses on the use of technology,
it also provides a technological process of upgradation
and information while enabling the best way for flow of
information to reach the public. It formulates a complete
re-engineering of the government system and procedure,
constant monitoring, evaluation and ensuring citizenfriendly interface with the government. At last, the success
of an e-governance initiative lies in how efficiently it has
enhanced people’s participation in government functioning,
promoting accountability, transparency and responsiveness
in government functioning.
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Environment Audit
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1.

Background

T

he ever growing demand for the use of natural resources
The writer is an Indian Audit and Accounts
is contributing to fast industrialisation and unplanned
Service Officer of the 1999 batch and is currently
urbanisation, which adversely impacts the environment. Degradation
posted as Accountant General, West Bengal. She
of the environment and symptoms of degradation like global warming
has wide experience and expertise in conducting
have become a cause of grave concern all over the world. Every society,
environment audits on issues like waste
small or big, is feeling the ill effects of environmental degradation and
management, biodiversity, water pollution etc.
this poses a high level of risk to the existence of plant, animal and
She has been part of the team that had set up
human life. Trends towards environmental degradation can, however,
International Training Center on Environment
be slowed and even reversed by active governmental interventions in
Audit and Sustainable Development (iCED)
the field of environment management. In this context, the public auditor
in Jaipur and has served as the main faculty
has to play a different role not only with timely, relevant and evidenced
for training in Environment Audits. She has
reporting but also with constructive suggestions which enables public
written papers on environment issues/audit
administration in tackling this critical concern more effectively.
and has also represented CAG of India in
international conferences on environment
Over the last decade, global awareness of environmental issues
audits
has grown rapidly – with particular emphasis on matters such as climate
change, loss of forests and biodiversity, etc. The increased knowledge and
experience of environmental issues acquired during this period have led to
a rethinking of the role and responsibilities of both governments (at national
and
local level and their associated agencies) and industries. Some of the
Abstract
crucial changes to have taken place are:

***

Over the last decade, global awareness of
environmental issues has grown rapidly,
• The expansion of environmental regulation by state and local authorities.
bringing with it the belief that organisations
affecting the environment should be
accountable for their actions. These
• The increasing cost of environmental protection for both the private and
actions are reported in environmental
public sectors. The resources spent by both sectors on pollution control
reports but there is an expectation that
have increased, and both businesses and government bodies are looking for
they should be subject to independent
more cost-effective ways of dealing with compliance issues.
audit. Hence, government auditors all
across the world are taking up issues
relating to environment for audit. These
• Environmental awareness among financial institutions both national and
environment audits have resulted in
international. The pressure and scrutiny brought to bear by these institutions
enforcing more accountability on the
provide
governments and businesses with the impetus to give environmental
public administration for delivery of
services in general and protection of
issues closer consideration.
the environment in particular.

Following the United Nations Conference on the Environment in Rio de Janeiro,
governments and corporations around the world have shown more concern about
sustainable development. Now, with increasing evidence about effects of climate
change, governments across the world are becoming more proactive on the need to
address the issues of emissions of greenhouse gases and introduce mitigation and
adaptations measures.
______________________________________________________________
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The increasing concern that organisations affecting
the environment should be accountable for their actions has
led to requirements for the consequences of those actions
to be reported. In turn, the expectation has grown that
the representations made in these environmental reports
should be subject to independent audit. As a result of this
expectation, government auditors all across the world are
taking up issues relating to environment for audit. A survey
by INTOSAI WGEA in 2012 showed that the total number
of environmental audits conducted by SAIs from 2009-2011
increased remarkably as compared to the previous survey
period. Approximately 2/3rd of SAIs also indicated that
their volume of environmental audits would increase in the
coming years.

2. Role of public auditors
Keeping in view the pace of environmental
degradation, the Comptroller and Auditor General (CAG)
of India is increasingly taking up evaluation of the public
administration’s efforts for environment protection. The
focus of such efforts by the CAG is to flag the larger critical
issues in the field of environment governance by making the
audit process more consultative, the recommendations more
focused and the reporting more simplified and user friendly.
In short, the purpose is to enable public administration to
improve the level of governance in the field of environment
management by being a part of the solution rather than just
highlighting deficiencies.
The international community of public auditors called
INTOSAI (International Organisation of Supreme Auditing
Institutions2) has also been active in ensuring concerted
action by its members in auditing the efficacy of state
intervention in the area of environment. INTOSAI, reflecting
the strong need for audits of environment by SAIs, formed the
INTOSAI Working Group on Environment Audit (INTOSAI
WGEA) in 1993. Starting with a membership of 12 countries,
INTOSAI WGEA now has 70 members. It has brought out
more than 18 guidances on conducting environment audits
on various themes.

3. Introduction to Environment audit
Environment audit, as practiced by CAG of India
reflects processes and practices followed by CAGs across the
world as well as the practice and traditions evolved within
the office of CAG of India. In short, environment audit is a
process to examine public executive’s efforts in a particular
field of environment governance like waste management,
water pollution, pollution control, protection of forests,
conservation of biodiversity etc. Another definition of
environment audit states that environmental audit is a general
term that can reflect various types of evaluations intended
to identify environmental compliance and whether there are
any implementation gaps relating to environment issues,
along with related corrective actions. These evaluations
are based on criteria which may be local, national or
global environmental standards. Environment auditing can
encompass all types of audit: financial, compliance, and
performance audits. With respect to performance audits,
the three Es of economy, effectiveness, and efficiency are
included for audit examination.
During an audit of financial statements, environmental
issues may include the following:

Supreme Audit Institution for India is the CAG of India

2

Initiatives to prevent, abate or remedy damage to
the environment.

•

The conservation of renewable and non-renewable
resources

•

The consequences of violating environmental laws
and regulations.

•

The consequences of vicarious liability imposed by
the state.

Compliance auditing with regard to environmental
issues may relate to providing assurance that governmental
activities are conducted in accordance with relevant
environmental laws, standards and policies, both at national
and (where relevant) international levels.
Performance auditing of environmental activities may
include:
•

________________________________________________

•

Ensuring that indicators of environment-related
performance (where contained in public accountability
reports) fairly reflect the performance of the audited
entity.
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•

Ensuring that environmental programmes are conducted
in an economical, efficient and effective manner.
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•

A consultative audit process whereby important
stakeholders like Non-Governmental Organizations
(NGOs),
environment
service
providers,
implementing agencies, regulating agencies etc.,
are involved right from the stage of identification
of the significant environmental issues to the stage
of dissemination of the findings.

•

Adoption of broad based audit methodology giving
valuable independent data support which enables
management to seamlessly initiate corrective
action. This audit approach facilitates the public
administration to see the big picture and helps
in arriving at timely interventions without losing
time over defending past actions which led to the
current situation.

•

Adoption of a more positive style of reporting
which includes specific recommendations along
with references to best practices being implemented
both locally and internationally. This enables
policy makers to make more effective policy level
interventions based on successful practices.

•

In order to make the findings available to a wider
audience, new dissemination techniques like
addressing interest groups, through distribution of
a small vibrant booklet containing just the major
findings, etc,.

•

A concerted effort to build capacity in the field
of environment audit by building a Centre called
iCED (International Centre for Environment Audit
and Sustainable Development) in Jaipur to train
auditors and government programme managers.

INTOSAI WGEA also lists 5 kinds of performance
audits that can be carried out on environmental issues. These
are:
•

Audits of the performance of Government environmental
programmes;

•

Audits of Government monitoring of compliance with
environmental laws;

•

Audits of the environmental impact of other Government
programmes;

•

Audits of environmental management systems; and

•

Environmental assessment of proposed environmental
policies and programmes.

4. Environment audits by the CAG of India
Over the years, the Comptroller and Auditor General of
India has been involved in evaluating the efforts of public
administration in the management of the environment by
carrying out more than 100 environmental audits on issues
like air & water pollution, waste management, biodiversity,
etc. Some of the significant Performance Audit reports
relating to environment issued by CAG are: Management
of Waste in India, Water Pollution in India, Environment
Management in Indian Railways, Protection of Forests
and Biodiversity in Rajasthan, Performance audit on
Conservation and Ecological restoration of Lakes under the
jurisdiction of Lake Development Authority and Urban Local
Bodies in Karnataka, Audit of Compensatory Afforestation
in India, Performance Audit on Cleanliness and Sanitation
in Indian Railways, Audit of Biomedical waste disposal in
Gujarat, Audit of management of municipal solid waste in
Karnataka, Solid Waste Management in District Nainital
(Uttarakhand), Sewage Treatment and Waste Management
in Delhi, Performance Audit of Kaziranga National Park Issues and Challenges, etc.

5. Strategies adopted by CAG of India to make
environment audits more relevant
To contribute in a constructive manner towards the cause
of environmental protection, we undertook the following
strategies.

6. Outcomes from environment audit
•

As audit findings are accompanied by practical
recommendations along with international/national
best practices, it facilitates public administration to
recognise the value addition being made by these
reports. A major outcome of the initiatives has
been that the policy level interventions have been
immediately initiated by the public administration
which would otherwise have met with the routine
bureaucratic responses. This prompt action by the
ministry underscores the value and utility of the
recommendations made. In one case, more than 30
top experts in various areas of waste management
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are involved in suggesting changes in the present
policy framework as a result of CAG report on
Management of Waste.
•

As a result of new methodologies adopted in the
process of audit, reporting and dissemination, the
findings of the audit reports are reaching a wider
audience. This has not only led to increasing the

awareness of the stakeholders and the general
public but also faster responses from the public
administration. Thus, environment audits have
resulted in enforcing more accountability on the
public administration for delivery of services
in general and protection of the environment in
particular.
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