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Chapter – XII 

Asset Management : Issues and Options 
 

‘A Stitch in Time Saves Nine’  

                                                      -Proverb 

 

12.1  One major problem affecting local governments in the country is the poor maintenance 

and management of assets. Indifference to this has costed heavily to the nation and 

the people at the cutting edge level have suffered because of that. This chapter is  an 

effort to address the issues of asset management in Kerala with a view to bringing 

about lasting improvements. As part of functional devolution, the Government of 

Kerala have transferred a large number of assets related to critical public services, 

especially human development, to local governments.  These include anganwadies, 

lower primary, upper primary, high and higher secondary schools including those 

from the vocational stream, primary health centres, community health centres, taluk 

hospitals and district hospitals from the department of health services (Allopathy), 

hospitals at the district level and below of the Ayurvedic and Homoeopathic streams 

of medicine, veterinary institutions at the district level and below, most farms 

belonging to agriculture and animal husbandry departments.  In addition to these 

institutions, offices of transferred departments are also under the control of local 

governments. Apart from these, roads, including those constructed earlier and 

maintained by the PWD up to and including Other District Roads (ODR) are the 

assets of local governments.  Similarly Kerala Water Authority took a policy decision 

to transfer single Village Panchayat Rural Drinking Water Supply Schemes to the 

Gram Panchayats concerned;  out of a total of 1273 schemes, 452 have been formally 

transferred. 

 

12.2  Historically local governments especially Gram Panchayats, Municipalities and 

Corporations had infrastructure which includes the following categories. 

1. Roads 

2. Office buildings 

3. Nursery Schools 

4. Community halls 
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5. Play grounds and stadia 

6. Burial and burning grounds 

7. Ferries 

8. Buildings for running of self employment ventures 

9. Public comfort stations 

10. Wells and other water supply systems 

11. Street light structures 

12. Bus stands, Taxi stands 

13. Markets 

14. Shopping Complexes 

 

12.3  In the post-Amendment years, all local governments have added on to the transferred 

infrastructure as well as their own assets.  More over natural assets like beds and 

banks of rivers , streams, irrigation canals, lakes, back waters, water reservoirs and 

tanks etc. have been vested statutorily with Gram Panchayats, Municipalities and 

Corporations. Before the acceptance of the recommendations of SFC-I Government 

used to provide specific purpose grants for maintenance like Village Road 

Maintenance grant, Minor irrigation grant, grant for maintenance of protected water 

supply, grant for maintenance of burial and burning grounds, grant for lighting, 

ferrymen grant and so on to Grama Panchayats and grants for maintenance of poor 

homes, health centres etc. to Municipalities and Corporations.  Further Vehicle Tax 

Compensation Grant and Surcharge on Stamp Duty and Basic Tax Grants were 

devolved to Gram Panchayats, Municipalities and Corporations largely for the 

maintenance of assets. 

 

12.4  Thus it is clear that managing assets is a major function of local governments.  In the 

initial years after the transfer of responsibilities, Government continued to provide 

funds for maintenance through the non-plan heads of respective departments.  In 

cases like that of roads and hospitals the funds were passed on to local governments 

by PWD.  In the case of schools PWD continued to maintain them.  The own assets of 

local governments were maintained utilizing the own revenue of local governments. 
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12.5  The SFC-II made a landmark recommendation to set apart 5.5% of States Own Tax 

Revenue divided normatively into non-road maintenance grant and road maintenance 

grant to be devolved to local governments based on appropriate formulae with 

freedom to the local governments to decide their allocation to different assets on the 

basis of need as assessed by them.  The SFC-III went in for a fixed maintenance grant 

for the first year 2006-07 with 10% annual increase for the next four years.  We have 

restored the status quo ante.  As a result of that the size of maintenance funds has 

gone up steeply from Rs. 512.43 crore during 2010-11 to Rs. 793 crore during 2011-

12 (See Chapter-X).  In response to the sharp demand from the local governments and 

the public, the share of road maintenance fund has been increased proportionately and 

fixed as 2/3 of the maintenance fund.   

 

12.6  The SFC-II had recommended that asset registers to be prepared and maintenance grant 

be devolved according to need related to ownership of assets and its maintenance.  

The succeeding Finance Commissions have reiterated the position. 

 

12.7  An effort was made in 2005 by the Department of Local Self Government to prepare 

asset registers mainly utilizing the services of students from technical institutions 

under the National Service Schemes.  Though considerable work was done the quality 

was not uniform across local governments with the result that it could not be 

meaningfully relied upon for inter se distribution of funds.  In 2010 at the instance of 

the SFC-IV,  Department of Local Self Government undertook another exercise 

through engineers of local governments after issue of clear guidelines and 

considerable capacity building.  Unfortunately the data generated by this effort could 

not be utilized at all by the SFC-IV.  It is evident that there was callous carelessness if 

not considered sabotage on the part of officials.  It goes without saying that the 

absence of clear funding for asset maintenance and the rational planning for it is 

impossible. 
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12.8  Maintenance 

The concept of maintenance was clearly enunciated by SFC -II and it is reproduced 

below: 

 

 “Maintenance” is by no means a simple concept.  It gets invariably enmeshed with 

three other concepts, operational costs, depreciation and investment,  in the sense that 

it is difficult to demarcate its boundary from those of these three other concepts.  The 

difficulty has a conceptual dimension: we simply cannot tell in many situations how 

much of expenditure is maintenance and how much of it is, say, investment.  In 

addition it has an even more overwhelming practical dimension: we often do not 

know how to tell what is maintenance expenditure, and what is, say, investment 

expenditure.  Strictly speaking the term ‘maintenance’ refers to the expenditure 

required to keep an asset running with unimpaired productive potential during its life-

time.  Operational expenses refer to the expenditures on all other current inputs that 

are combined with this asset for producing the final good.  The term depreciation 

refers to the amount that has to be set aside during each period, so that when the asset 

has reached the end of its life-time, a new asset can be created to take its place.  

Finally, (net) investment refers to any addition to productive capacity, unlike either 

depreciation or maintenance.  Of course the life-time of an asset is not independent of 

the maintenance expenditure that is undertaken upon it; or, putting it differently, 

different levels of maintenance expenditure, while maintaining approximately the 

same level of productive potential (or quality of service) of an asset, may cause 

different lengths of life-time.  There is in other words a trade-off between 

depreciation and maintenance.  Notwithstanding this trade off however, there would 

be some “optimum” level of maintenance expenditure at which the depreciation-cum-

maintenance expenditure would be the least.  The concept of ‘maintenance norm’ is 

ideally derived from this consideration.  The logic of this argument is not affected 

even when there are no explicit depreciation provisions, as is the case with LG assets.  

The conceptual basis of actual estimates of maintenance expenditures however is 

shaky because it is invariably mixed up with net investment. When the roof of a 

school building is repaired, this does not occur in pristine purity. Sometimes a 
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boundary wall is added at the same time.  While the repair constitutes maintenance 

expenditure, the addition constitutes net investment. But the two are frequently 

reported together as maintenance expenditure. This is not just due to lack of 

knowledge about the distinction. Sometimes drawing the distinction is practically 

impossible, since it entails a separation that is either impossible or tedious. An 

example of impossibility of separation is when some maintenance expenditure raises 

the quality of service of the asset compared even to what it was when the asset was 

newly installed: here maintenance has got inextricably merged with net investment. A 

more common case however is where disaggregation is possible but tedious. For 

instance if in the process of adding a new wing to a hospital which has to be 

whitewashed, some existing walls also get whitewashed, then keeping track of the 

latter as maintenance in contrast to the former which is net investment requires a 

degree of disaggregation that is too tedious to be practically possible. All this, 

somewhat abstract discussion, has practical implications.” 

 

12.9   In order to illustrate how comprehensive the above approach is, certain other 

definitions of maintenance are reproduced below: British Standard defines 

maintenance as work undertaken in order to keep or restore every facility (i.e. every 

part of the site , building and content) to an acceptable standard and cost :  

• To keep here means that defects are prevented from developing 

• To restore means that minor defects are prevented from developing 

• To restore that minor defects if they are allowed to occur, are then corrected 

• Acceptable standard and acceptable cost indicate that maintenance work is tailed to 

suit individual needs and conditions 

 

The Committee on Building Maintenance 1972 interpreted maintenance as work 

undertaken in order to keep, restore and improve every facility i.e every part of the 

building, its service and surrounds to a currently acceptable standard and to sustain 

the utility and value of the facility. 

 

12.10 In accordance with the recommendations by the SFC-II, Government issued orders 

clarifying the purposes for which maintenance funds can be used.  It also prescribed 
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preparation of maintenance plans by local governments.   Based on continuing 

request for clarification and expansion of scope Government reconsidered the issue in 

detail and came out with another order expanding the scope of maintenance and 

permitting several new items.  The Government orders may be seen as Annex 12.1a 

to 12.1d. 

 

12.11 What happened on the ground ? 

Interaction with senior officials of departments under LSGD and elected leaders and 

officials of local governments show that in actual practice there have been serious 

issues. There is a general demand for more funds under road maintenance.  

Expenditure under the two streams also shows that there is greater preference for road 

maintenance.  The figures of shortfall under the two streams for the last four years 

given in table 12.1 prove this point. 

 

Table 12.1 

Shortfall in Expenditure under Maintenance Fund by Local Governments in Kerala   

Rs. In Crore 
Non Road Maintenance Fund Road Maintenance Fund 

Sl. 
No 

Year 

Budget 
Allocation 

Shortfall % 
Budget 

Allocation 
Shortfall % 

(1) (2) (3) (4) (5) (6) (7) (8) 

1 2006-07 211.03 19.41 9.20 138.95 6.52 4.69 

2 2007-08 232.13 26.90 11.59 152.85 10.90 7.13 

3 2008-09 235.91 61.34 26.00 161.60 10.51 6.50 

4 2009-10 253.99 61.88 24.36 174.05 25.74 14.79 

 

12.12 Experience also shows that local governments have by and large been lackadaisical in 

determining maintenance needs other than roads.  We understand that there has been 

a huge demand to permit diversion of non road maintenance funds for road repair and 

also to allow these funds to be spent on the own assets of local governments.  There 

have also been continuous requests to take up new constructions using non road 

maintenance fund.  There have been several reported instances of unnecessary works 

in the name of maintenance often done in hurry without proper consultations with the 
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sole objective of expending funds.  A typical instance is the money spent on affixing 

costly tiles in public institutions like hospitals.   

 

12.13 An interesting case of laxity in proper maintenance with respect to payment of water 

charges to Kerala Water Authority by local governments may be cited here.  

Government have decided on a normative one-time settlement of past dues to be 

deducted equally from the maintenance fund and general purpose fund over three 

years on the assumption that the current dues would be paid regularly.  It is seen that 

most of the local governments are still not regular in clearing the current dues.  

During discussions they were of the opinion that they are forced to pay for stand posts 

which are non functional.  But this argument is not tenable.  In 2006 Government 

issued clear orders making joint verification mandatory failing which the Revenue 

Divisional Officer was given the power to decide the dues which would be binding on 

the Kerala Water Authority and the local government concerned (Annex 12.2).  It is 

clear that the provisions of this order are not followed by the Secretaries of local 

governments.  

 

We may now spell out some of the problems that exist in regard to the management 

of maintenance funds. 

 

12.14 Problems 

 

1. Even now funds continue to be distributed not as per need but in accordance with the 

formula for development fund in the case of non-road maintenance fund.  Even in the 

case of road maintenance fund the reliance is still on old data as available in 2002 

which itself was not foolproof. 

2. There has not been any planning for asset maintenance.  There is hardly any 

consultation with the offices of transferred institutions for maintenance even though 

strict directions have been issued to do so. 

3. In spite of instructions there is still lack of clarity on what constitutes maintenance. 
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4. Maintenance works are also taken up in Centrally Sponsored Schemes like NRHM, 

SSA and RMSA.  In the absence of proper maintenance plan this has often resulted in 

sub optimal use, and, at times, even duplication. 

 

12.15  Recommendations 

1. Government had approved an asset maintenance policy way back in 2002 and it is 

reproduced as Annex 12.3. It is recommended that this policy should be suitably 

adapted and reissued as applicable to local governments. 

 

2. SFC-IV set up a Committee under the Chief Engineer (LSGD) to develop norms for 

estimates of maintenance expenditure.  The report of the Committee was adopted by 

the Centre for Management Development in the study commissioned by SFC IV.  The 

norms and recommendations are given in Annex 12.4.  They may be suitably adapted 

and included in the Maintenance Manual. 

 

3. Government may directly conduct mapping of assets of local governments through an 

independent mechanism to be completed by September 2011.  Both the road and non 

road assets should be mapped out using Geographical Information System (GIS) and 

a dynamic database designed so that regular updation is possible.  It is suggested that 

NATPAC may be entrusted with the task of mapping roads and in the case of 

buildings, agencies like Centre for Management Development (CMD), Costford, 

Socio Economic Unit Foundation, IRTC, Maitri, CRM, CSES etc. be entrusted with 

the task of preparing the details of assets.  In order to ensure accuracy there should be 

a system of certification by the Heads of Institutions in the case of buildings and 

engineers in the case of roads.  The expenses of asset mapping may be suitably 

deducted from the maintenance fund.   

4. Local Self Government Department may come out with a maintenance manual 

separately for roads and non roads assets. Till the manual is issued comprehensive 

guidelines incorporating the recommendations of the SFC-IV may be issued in super 

cession of all existing orders and circulars. 
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5. The recurring costs of institutions transferred to local governments like electricity 

charges, water charges, fuel charges, repairs of vehicles and equipments, cost of 

consumables etc. may be met from non-road maintenance fund or general purpose 

fund as decided by the local government. For essential expenditure like telephone 

charges, water charges, fuel charges, essential stationery, rent, the estimated amount 

for an institution based on the actuals in the previous year may be released in advance 

to the implementing officer.  Norms may be prescribed by Local Self Government 

Department for making this recommendation fully operational.   

6. As regards stand-posts of Kerala Water Authority it is recommended that all be 

converted into metered domestic connection.  If the local government so decides it 

can use non road maintenance fund also for this purpose.  This conversion has to be 

made mandatory and completed by the financial year 2012-13. 

7. Government should see that payment of current dues to Kerala Water Authority and 

Kerala State Electricity Board should be made the first charge on the own 

revenues/General Purpose Fund of Gram Panchayats, Municipalities and 

Corporations.  The Secretary of the local government concerned should be the 

responsible authority for paying the dues in time under intimation to the elected body 

and penalties due to delay would be the personal liability of the Secretary concerned. 

8. Veterinary medicines may also be included under the category of medicines which 

can be purchased by local governments using maintenance fund.  It is further 

recommended that there is no need for any ceiling for the medicine component. 

9. All the items allowed under existing Government Orders could continue to be 

allowed and it may be clarified that no monitory ceiling need be fixed for any single 

item. 

10. The own office buildings of Block Panchayats and District Panchayats and own assets 

of LGs like ferries, burial and burning grounds, nursery schools, veterinary and 

medical institutions, welfare institutions like poor homes, old age homes, BUDS 

schools etc. may be included as eligible for maintenance using non road maintenance 

fund. 

11. Cost of maintenance of street lighting and of sanitation equipments would be 

continued to be met from own fund/General Purpose Fund of the local governments. 
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12. While non-road maintenance fund cannot be diverted for any other purpose the local 

government may be given freedom to spend road maintenance fund for any of the 

items allowed under non-road maintenance. 

13. On road maintenance, the recommendations made in Part I of the report are reiterated. 

14. In order to evolve a viable and doable methodology in the preparation of maintenance 

plans for roads and non-road assets. LSGD may carry out a three-months action 

research programme in partnership with NATPAC (for roads) and CMD (for 

buildings) covering fourteen Gram Panchayats (One in each district), four Block 

Panchayats, two District Panchayats, four Municipalities and one Corporation. 

 

**** 
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Annex – 12.1 a 

Government of Kerala 

Abstract 

 

Implementation of the recommendations of the Second State Finance Commission (SFC) – 

Guidelines for utilization of General Purpose Grant and Maintenance Grant – Orders issued: 

Local Self Government (P) Department 

G.O.(MS) No.330/04/LSGD                          Dated, Thiruvananthapuram, 09-12-2004 

Read: Report of the Second State Finance Commission. 

 

ORDER 

 

The Second State Finance Commission (SFC) has recommended, among other things, 

to provide General Purpose Grant and Maintenance Grant to local governments. General 

Purpose Grant is in lieu of assigned/shared taxes like Basic Tax, Vehicle Tax Compensation 

and Stamp Duty and Maintenance Grant is for maintaining the assets of local governments 

including those transferred as part of decentralization. Government have already accepted the 

recommendations and set apart 3.5% of their Own Tax Revenue as General Purpose Grant 

and 5.5% of their Own Tax Revenue as Maintenance Grant. Now Government are pleased to 

approve the guidelines for utilization of the General Purpose Grant and Maintenance Grant 

which are appended to this order. 

 

By order of the Governor 

 

 S.M. Vijayanand 

Secretary to Government 
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Annex 12.1b 

 

GUIDELINES FOR THE UTILIZATION OF GENERAL PURPOSE GRANT AND 

MAINTENANCE GRANT BY LOCAL GOVERNMENTS 

1.  Introduction 

1.1 In accordance with the recommendations of the SFC-II, Government have decided to 

devolve 3.5% of its Own Tax revenue as General Purpose Grant in lieu of shared and 

assigned taxes like Vehicle Tax Compensation (VTC), Stamp Duty and Basic Tax. In 

addition, to carry out the maintenance of assets transferred to local governments, 5.5% 

of the State’s Own Tax revenue is being provided as Maintenance Grant. Maintenance 

Grant is devolved in two categories; - one for the maintenance of roads and the other for 

maintenance of other assets transferred to local governments and their own assets. In the 

case of Block Panchayats as they do not maintain any roads, the Maintenance Grant is 

only for the non-road assets. 

1.2 The General Purpose Grant is an entitlement of local governments and is non-lapsable. 

Maintenance Grant has to be spent within the financial year. For utilizing the 

Maintenance Grant a maintenance plan or asset management plan has to be prepared by 

local governments. Till this is done the following guidelines shall apply. 

2.  Utilization of General Purpose Grant 

2.1  The General Purpose Grant can be spent in any manner as decided by the local 

government concerned. However it shall be first used to meet the obligatory expenses 

which include the following: 

(i) Water charges to Kerala Water Authority in respect of water supply schemes. 

(ii) Street light charges to Kerala State Electricity Board 

(iii) Rent, rates and taxes of buildings including those transferred to local 

governments. 

(iv) Telephone charges of all offices and institutions transferred to local governments 

subject to the ceiling set by Government from time to time for different levels of 

offices/institutions. 

(v) Payment of electricity and water charges for institutions/offices under the control 

of local governments including transferred ones. 

(vi) Fuel and other running costs and maintenance expenses of vehicles under the 

control of local governments including in the transferred institutions/offices 

subject to the ceiling fixed by government in respect of each level of 

office/institution. 
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(vii) Stationery and postage charges. 

2.2 For meeting the above mentioned items of expenditure in addition to General Purpose 

Grant up to 10% of the total Maintenance Grant (both for road and non-road assets) may 

be utilized if required. Within the ceiling of this 10% of the Maintenance Grant local 

governments which have hospitals under them may purchase medicines for supply 

through the hospitals in accordance with the procedure prescribed by Government for 

purchase of medicines. In the case of District and Block Panchayats the 10% ceiling 

will not apply. 

2.3 Local governments may meet arrear payments in respect of the above items for the 

transferred institutions in respect of dues arising after 1
st
 October 1995. 

3.  Procedure for utilization of the General Purpose Grant as well as up to 10% of the 

Maintenance Grant 

Local Governments may call a meeting of the Officers in charge of all transferred 

offices and institutions and explain the availability of funds to them. They may be asked 

to submit claims in respect of items mentioned above with required details and the local 

government may allot the fund to them for expenditure. Utilization certificates have to 

be obtained for every allotment given and kept in the local government. The officers 

who are allotted funds to meet the operational costs, have to keep the vouchers and 

maintain the accounts at their level.  

4.  Utilization of Maintenance Grant 

4.1  The first charge on the Maintenance Grant for non-road assets shall be maintenance of 

schools including conversion of thatched roofs into semi-permanent or permanent roofs. 

The second charge shall be maintenance of furniture and equipments in hospitals 

including Veterinary hospitals. The third charge shall be the maintenance of 

Anganwadis and Hostels transferred to local governments. The other priorities may be 

decided by the local governments according to the need for repair. As in the case of 

General Purpose Grant, officers in charge of institutions and offices shall be called to 

the local government and the maintenance needs ascertained. They may be asked to put 

their requirements in writing and the local government shall take a decision on the share 

of each institution/office in accordance with the priorities fixed in these guidelines.  
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4.2  The allotment procedure of funds under Maintenance Grant is the same as for the 

allotment of funds to implementing officers under Plan Grant. 

4.3  For maintenance works of buildings and roads which are in the nature of public works 

the provisions of Public Works Rules issued under the Kerala Panchayat Raj Act and 

Kerala Municipality Act apply, in the matter of preparation of estimates, according of 

technical sanction, measurement of works, payments etc. Such works shall be got 

executed through the implementing officers and where there are no authorized 

implementing officer, by the Secretaries of local governments. 

4.4  For other maintenance works like repair of equipments, furniture etc., the existing 

procedures followed by different departments shall apply for the present. 

4.5  The Maintenance Grant for roads shall be utilized by the District Panchayat only in 

respect of Village Roads and other District roads classified as such by the Public Works 

Department. The Gram Panchayats, Municipalities and Corporations shall utilize the 

Maintenance Grant for roads to maintain all roads under their control including roads 

which have been constructed formerly under any Centrally Sponsored Scheme, 

Flood/Drought Relief, MPLADS, MLA Fund etc. 

4.6  The funds for maintenance of roads shall not be used for any new construction of roads 

and shall be used only for maintenance works like filling up of pot-holes, resurfacing, 

construction of drains, strengthening of embankments etc. 

4.7  During the current year prior approval of the District Planning Committee is not 

required for maintenance works. However from 2005-06 Maintenance Plan will be 

submitted along with the Annual Plan to DPC. 

4.8  The Maintenance Grant is non-divertible. 

5.  Drawal of Funds 

5.1  The drawal of funds in these grants shall be as prescribed in G.O.(P) No.516/2004/Fin 

dated 3-11-2004. Funds shall be allotted to implementing officers as per the provisions 

of this G.O. and separate register shall be maintained by the implementing officers in 

respect of General Purpose Grant and Maintenance Grant in prescribed form given. The 

Secretary of each local government shall maintain an appropriation control register and 
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Register of implementing officer-wise allotment and utilization of funds separately for 

Maintenance Grant and General Purpose Grant. 

5.2  Each implementing officer to whom General Purpose Grant or Maintenance Grant has 

been given shall submit monthly utilization details to the local government before the 

5
th

 of every month. All files and documents regarding the utilization of the grants shall 

be maintained by the implementing officer. 

**** 
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Annex 12.1c 

 

Summary of orders issued by Government from time to time on the utilization of 

Maintenance Grant. 

 

a. G.O. No. 12245/P1/05/LSGD dated 14.03.2005:  The order is issued based on the 

recommendations of the State Level Decentralisation Co-ordination Committee.  The 

Maintenance grant for transferred assets has to be utilized in the order specified 

below. 

1) Compound wall 

2) Electrification 

3) Roof changing 

4) Equipments for use in hospitals up to a maximum of Rs. 25,000/- per equipment 

5) Additional facilitaties for Buildings, for eg. Toilets, Kitchen, Store room etc. 

6) The road component of maintenance grant could be utilized for Metalling and 

tarring 

b. No. 49776/P1/05/LSGD dated 30.12.2005:  The State Co-ordination Committee has 

decided that the Maintenance grant can be used for purchase of furniture for 

Government schools.  However, this provision is available only to those LGs which 

do not have any arrears with KWA and KSEB.  The LGs with arrears can avail this 

provision as and when the dues with the above organizations are remitted. 

c. G.O. No. 829/06/LSGD dated 24.03.2006:  The order permits LGs to use 

maintenance grant for the modernization of school libraries. 

d. 32502/DP1/06/LSGD dated 11.08.2006:  District level offices along with their staff 

had been transferred to the District Panchayats.  The expenditure on maintenance of 

these offices is met by State Government and therefore, it is directed by the 

Government that the expenditure need not be met by the District Panchayats. 

e. Circular No. 9484/P1/07 LSGD dated 22.03.2007:  The Circular permits the LGs to 

use the maintenance grant for the purchase of equipments for school laboratories. 
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f. Circular No. 60644/DA1/07/LSGD dated 26.11.2007:  The circular clarifies that 

maintenance grant can be used for the maintenance of rain water harvesting units in 

schools. 

g. Circular No. 75326/FM1/2007/LSGD dated 30.01.2008:  The Circular specifically 

states that the maintenance grant cannot be used for the repair & maintenance and 

construction of own assets like office buildings, shopping complexes, street lights etc.   

Maintenance grant can be used exclusively for the maintenance of transferred assets.  

h. G.O.(MS) No. 82/2008/LSGD dated 15.03.2008 :  The act specifies the obligatory 

expenses of the LGs as follows:- 

1. Water charges of KWA 

2. Electricity charges of KSEB 

3. Rent, rates, taxes of buildings under the control of LGs including those 

transferred to LGs 

4. Telephone charges of transferred institutions 

5. Water and electricity charges of all institutions including transferred 

institutions under the control of LGs 

6. Expenditure towards, fuel charges, operating expenses and maintenance 

expenditure of all the vehicles under the control of the LGs including 

institutions and offices transferred to LGs 

7. Stationery and postage expenses  

 

i. Circular No. 5621/FM1/2009/LSGD dated 21.05.2009  :  The circular clarifies the 

following:- 

The Maintenance grant can be used for the setting up computer centers and 

improvement of facilities in existing computer centers of primary/secondary/higher 

secondary schools under the control of LGs subject to the standards and specifications 

under ‘IT at School’ Project.  Expenses towards purchase of consumables and 

equipments for labs, maintenance of equipments, renewal of AMC of computers and 

accessories are also permitted to be met from maintenance grant. 
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Annex 12.1.d 

 

GOVERNMENT OF KERALA 

 

Abstract 

Local Self Government Department – Utilization of Maintenance Grant (Non-road) – 

Additions of newly suggested works/items – guidelines – modified – Orders issued. 

LOCAL SELF GOVERNMENT (FM) DEPARTMENT 

                                                                                                                                                                      

G.O.(MS) No. 300/2010/LSGD                            Dated, Thiruvananthapuram, 10.12.2010 

Read :-  

1) G.O.(Ms) No. 330/04/LSGD dated 09.12.2004 

2) Circular No. 12245/P1/05/LSGD dated 14.03.2005 

3) Circular No. 49776/P1/05/LSGD dated 10.12.2005 

4) Circular No. 32502/DP1/06/LSGD dated 11.08.2006 

5) Circular No. 9484/P1/07/LSGD dated 22.03.2007 

6) Circular No. 60644/DA1/07/LSGD dated 26.11.2007 

7) Circular No. 75326/FM1/07/LSGD dated 30.01.2008 

8) G.O.(Ms) No. 82/2008/LSGD dated 15.03.2008 

9) Circular No. 5621/FM1/09/LSGD dated 21.05.2009 

10) G.O.(Rt) No. 1275/2009/LSGD dated 30.05.2009 

 

ORDER 

 

 Government have introduced the system of providing General Purpose Grant and 

Maintenance Grant to Local Self Government Institutions based on the recommendation of 

Second State Finance Commission.  In the Government Order read as 1
st
 paper above basic 

guidelines were issued for the utilization of General Purpose Fund (Funds for Traditional 

Functions) and Maintenance Grant.  Thereafter modifications and additions were made to 

these guidelines from time to time as per the Government Orders and Circulars read as 1
st
 to 

10
th

 papers above. 

 

 2.  Experience shows that Local Governments have not been using the Non-road 

Maintenance Fund properly and they have been requesting Government from time to time to 

allow Non-road Maintenance Fund to be spent on roads.  Non-road Maintenance funds was 

created by pooling and rationalizing the funds earmarked for maintenance under different 

departments like Health, Social Welfare, General Education etc.  Therefore allowing 
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diversion of funds would bring in distortions in the maintenance of assets of the transferred 

institutions. 

 

 3.  This issue was discussed in detail in the Co-ordination Committee on 

Decentralization.  Accordingly, Head of Departments were asked to submit proposals for the 

revision of guidelines for the proper utilization of non-road Maintenance Fund.  After 

scrutinizing the proposals certain new works/items have been identified in keeping with the 

spirit of asset renewal policy of the State Government. 

 

 4.  Government have examined the matter at length and are pleased to accord sanction 

to utilize the Maintenance Grant (Non-road) earmarked to Local Self Government 

Institutions for the additional work/items listed in the Annexure to this order as they will 

enhance the quality of public service delivery institutions significantly. 

 

        (By Order of the Governor) 

RAJESH KUMAR SINGH, 

SECRETARY TO GOVERNMENT. 

 

Copy to :……… 
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Annex 12.2 
 

GOVERNMENT OF KERALA 

Abstract 

Local Self Government Department-Payment of Water Charges to Kerala Water Authority 

by Local Governments-Guidelines for Payment of Water Charges By Local Governments in 

Respect of Public Water Supply Schemes-Orders Issued. 

 

LOCAL SELF GOVERNMENT (P) DEPARTMENT 

G.O(Rt) No. 1501/2006/LSGD                         Dated, Thiruvananthapuram, 23
rd

 

June, 2006 

Read: 1. G.O(Ms)No. 330/04/LSGD. Dated 09/12/2004 

2. Letter No. KWA/HO/RMC/93/2004 Dated 15/10/2005 

 

ORDER 

 

 

In the G.O read as first paper above orders were issued accepting inter-alia recommendations 

of the State Finance Commission to provide general purpose and maintenance grants to Local 

Governments. The guidelines for the utilisation of the general purpose and maintenance 

grants were appended to the orders issued. As per the guidelines issued, the water charges of 

Kerala Water Authority in respect of water supply schemes and water charges of 

institutions/offices under the control of local governments are to be met from the maintenance 

grants. 

The Kerala water Authority has brought to the notice of Government that the arrears of water 

charges due from the local governments are mounting and that in spite of repeated demands 

from Kerala Water Authority the local governments are not remitting the money from the 

grants provided to them by the Government. 

 

The matter was discussed in detail in the meeting held by the Principal Secretary, Finance 

Department with the Principal Secretary, Water Resources Department, Principal Secretary, 

LSGD (Rural), Managing Director, KWA and Accounts Member, KWA. It was decided to 

settle the demand for the year 2004-05 and 2005-06 by deducting the amount at source from 

the maintenance grants payable to the LSG’s and to formalize this method of deduction at 

sources in future and to set procedures for settlement of deputes related to number of street 

taps, demand raised etc. It was also decided that the Principal Secretary, LSGD shall initiate 

steps to settle the arrears due to KWA by formulating detailed guidelines for the payment of 

water charges by Local Governments in respect of public water supply schemes. 

 

Government after examining in detail all aspects of the issue hereby orders that the following 

procedure will be followed for the payment of water charges to KWA in respect of public 

water supply schemes by Village Panchayat Municipalities and Corporations.  

 

(1) Kerala Water Authority (KWA) would give demand notice to every local 

government concerned giving details of the demand including the number of stand-posts, unit 
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rates etc. The demand notice will be issued in the name of the Secretary of the local 

government concerned by 10
th

 of every month in respect of charges for the previous period of 

one month. 

(2) The Secretary of the local government would pay the water charge within one 

month of receiving the demand notice 

(3) If the KWA does not start receiving payments within 90 days of giving the first 

such demand notice, it would prepare a consolidated list of payments due, for the entire years 

separately for Grama Panchayats, Municipalities and Corporations and sent it in the name of 

cover of the following officers 

 

For Panchayats  –  Director of Panchayats 

For Municipalities  –  Director of Urban Affairs 

For Corporations  –  Secretary, LSGD 

 

On receipt of the consolidated list of the local governments which have not paid the dues, the 

officers would immediately deduct the dues at source in lump or in suitable instalments from 

the maintenance grant due to the local government concerned, and pay the deducted amount 

to KWA direct under intimation to the local government concerned. 

 

(4) In case there has been double payment or over payment the local government 

concerned would directly take up matter with the Executive Engineer concerned, who would 

return credit to future water charges the excess amount within 30 days of receipt of the 

request. The format for the request is given in Annexure. 

 

(5) In case the local government feels that the water charges are in excess of what 

the local government really owes to KWA, it shall send a request to the Executive Engineer of 

the local division of KWA in the format enclosed as Annexure II. On receipt of the request 

the Executive Engineer shall assign an Officer not below the rank of Assistant Engineer to 

conduct joint inspection. The local government shall assign an Engineer or any officer under 

its control to conduct the joint inspection along with the representative of KWA 

 

(6) Any mutually agreed joint inspection report of the representatives of KWA and 

the local government shall be binding on KWA as well as the local government 

 

(7) The joint inspection report shall be prepared in the format given as Annexure 

III. The joint inspection shall be completed within 30 days of request of the complaint by the 

Executive Engineer of KWA 

 

(8) In case, a mutually agreed report cannot be prepared, this shall be intimated to 

KWA and the local government by the Joint Inspection team. Within 15 days of receipt of this 

report, the local government shall prefer an appeal before the Revenue Divisional Officer in 

the format given as Annexure IV. Before filing the appeal, 50% of the water charges claimed 

by KWA shall be paid by the local government and evidence to this effect has to be attached 

to the appeal petition. 
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(9) The Revenue Divisional Officer shall conduct such enquiry as he deems fit, 

verify records, hear the parties and take a decision within 45 days of receipt of the appeal 

petition 

 

(10) The local government shall pay the amount decided by RDO within 30 days of 

the order on the appeal petition. The decision of the RDO shall be binding of KWA and the 

local government 

 

These guidelines are in respect of payment of current dues of water charges. Separate 

guidelines for payment of arrears of water charges will be issued separately. 

 

 

By Order of the Governor, 

 

S.M. VIJAYANAND, 

Principal Secretary to Government. 
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ANNEXURE I 

(Referred to at para 4 the Guidelines) 

REQUEST FOR REFUND/ADJUSTMENT OF EXCESS WATER CHARGES REMITTED 

BY LSG’S 

 

1. Code No. of LSG     : 

 

2. Name of LSG     : 

 

3. Amount demanded towards water 

    charges for the period from......to.......  : 

 

4. Amount paid towards water 

    charges for the period from......to.......  : 

 

5. Amount deducted from maintenance grants 

    towards water charges for he period  

    from....................to...................   : 

 

6. Excess amount remitted / adjusted  

     towards water charges for the period 

    from.... ...............to.............    : 

 

7. Amount to be refunded to LSG/ 

   credited to water charges account   : 

 

8. Reason for excess remittance / adjustment  : 

 

9. Remarks if any     : 

 

10. Name and address of officer  

      requesting refund / adjustment   : 

 

 Kindly arrange to refund / credit the excess amount as mentioned above to the 

Panchatyat/Municipality/Corporation at the earliest 

 

(strike out whichever is not applicable) 

 

 

    

         President/Secretary 

 

Place: 

Date: 

(Office seal) 
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(for KWA use) 

 

Verification Report Verified the water charges accounts of ......................... 

Panchayat / Municipality / Corporation and found that an 

amount of Rs.......... has been remitted / adjusted in excess for 

the period from.......to..............and the same may be refunded 

/ adjusted against future payment due from panchayat / 

municipality/corporation. 

 

 

Ledger Clerk 

 

 

Recommendation of DA/RO The excess amount remitted / adjusted towards the water 

charges of ......................... Panchayat / Municipality / 

Corporation an amounting to Rs.......... may be refunded to 

the panchayat / municipality /corporation or adjusted against 

the future water charges for..........................month 

 

Divisional Accountant / Revenue Officer 

 

 

Order of the sanctioning authirity    Sanction is accorded to refund / adjust an amount of 

Rs........................remitted in excess to............. Panchayat / 

Municipality / Corporation or adjust the same against their 

future water charges 

 

Executive Engineer 

 

Intimation to the LSG 

 

The excess amount of Rs...................................................remitted 

by.........................................................Panchayat / Municipality/Corporation is refunded vide 

cheque No...............................dated......................................./adjusted against the future water 

charges of the panchayat/municipality/.corporation for the month of........... 

 

 

Executive Engineer 

 

Place: 

Date: 

(Office seal) 
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Annexure II 

(Referred to at para 5 of the Guidelines) 

 

REQUEST FOR CONDUCTING JOINT INSPECTION 

 

 

1. Code No. of LSG    : 

 

2. Name of LSG    : 

 

3. Invoice No. and Date   : 

 

4.Amount demanded towards  

            water charges for.............   : 

 

5. Amount dues for ................. 

  as per records of LSG   : 

 

6. Excess amount demanded for......... : 

 

7. Reason for excess demand (please tick) : 1. Difference in Number of street taps 

       2. Defunct street taps 

 

8. Nature of appeal    : 

 

9. Name and designation of officer 

    deputed for joint inspection  : 

 

10. Tentative dates suggested for joint 

      inspection     : 

 

 Kindly arrange to conduct a joint inspection to verify the number of street taps / 

defunct taps on any of the dates mentioned above and communicate the result to the 

undesigned at the earliest  

 

 

      

         President/Secretary 

 

 

Place: 

Date: 

 

(Office seal) 
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(For KWA Use) 

 

 

  Forwarded to the Assistant Executive Engineer, ....................Sub Division. 

Please direct the Assistant Engineer/Water Works Inspector concerned to conduct the 

joint inspection  and  report the result within 3 days of inspection to the undersigned 

 

 

        

        Executive Engineer 

 

Place: 

 

Date 

(Office Seal) 

 

 

 

Intimation to the LSG 

 

 

In reference to your request dated......................................directions have been issued to the 

Assistant Engineer / Water Works Inspector of ..............................................Section to 

conduct the joint inspection on..................................to..........................of..................2006. 

You may kindly direct your representative to contact the Assistant Engineer / Water Works 

Inspector to conduct the inspection on the above dates. Inconvenience or difficulties if any in 

conducting the inspection may please be informed to the undersigned 

 

 

 

Executive Engineer 

 

Place: 

 

Date 

(Office Seal) 
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Annexure III 

(Referred to at para 7 of the Guidelines) 

 

REPORT OF JOINT INSPECTION 

 

1. Code No. of LSG    : 

 

2. Name of LSG    : 

 

3. Name of KWA Division   : 

 

4.Date of request for Joint Inspection  : 

 

5. Date of conducting Joint Inspection : 

 

6. Name and Designation of officer  

    representing KWA    : 

 

7. Name and Designation of officer  

    representing LSG )    : 

 

8. Reason for conducting joint  :  1. Dispute on Number of taps 

    inspection  (Please Tick)      2. Dispute on defunct taps 

 

9. Result of Joint Inspection  

(a) No. of taps for which bill raised 

(b) No. of taps found physically  

existing during inspection 

(c) No of defunct taps located 

(d) Actual No of taps for which 

bill need to be raised 

 

10. Remarks if any 

 

 We have conducted Joint Inspection of the street hydrants installed within the area of 

..................................panchayat/municipality/ Corporation  from ......................................... 

........... to ................................... and the result of the inspection furnished above is correct.                         

 

    

          Signature                  Signature 

(KWA representative)          (LSG representative) 

 

Place: 

Date: 

(Office seal) 
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Appeal Petition 

 

 

From 

 

 

 The President/Secretary 

 

 

To 

 

 The Revenue Divisional Officer, 

 

 

 

Sir, 

 

 

 Sub:- Dispute regarding water charges claimed by KWA-Appeal for arbitration-Reg 

 

 Ref:-  1. G.O(P) No.................... /2006/WRD dated.......................... 

  2. Invoice No........................dated.............................of Executive Engineer,  

      ................................Division , Kerala Water Authority. 

 

 

As per the guidelines issued by the Government regarding the settlement of disputes 

regarding water charges between the KWA and Local Self Governments, disputes if any arising 

and could not be settled mutually by the LSG's and KWA are to be referred to the Revenue 

Divisional Officer having jurisdiction over the LSG for arbitration. 

 

As per reference cited 2nd , KWA had raised demand for ..................... No. of taps for the 

periods from............................ to .................................  But, the numbers of taps physically existing 

are leas than that mentioned in the invoice and a few among them are in defunct state. A joint 

inspection to verify the No. of taps was conducted on................................. However, a mutually 

agreeable report cannot be prepared to resolve the dispute. I therefore request your kind 

intervention in the matter to resolve the dispute. 

 

This panchayat had already remitted 50% of the water charges claimed by KWA as 

required in the guidelines for preferring the appeal. A copy of the receipt is enclosed. 

 

 

 

    Yours faithfully 

 

 

President / Secretary 
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Annex 12.3 

 

GOVERNMENT OF KERALA 

 

Abstract 

Finance Department – Asset Renewal Policy – Approved – Orders issued. 

FINANCE (NODAL CENTRE) DEPARTMENT 

G.O.(Ms) No. 621/2002/Fin                                    Dated, Thiruvananthapuram, 10.10.2002. 

 

ORDER 

 

 

 In the Budget Speech for the year 2002-2003, it was announced that an Asset 

Renewal Fund would be set up and that as an initial corpus a sum of Rs. 25 crores (Rupees 

Twenty five crore only) had been set apart for the purpose. The setting up of the Asset 

Renewal Fund is to ensure that adequate investments are made for the maintenance of 

institutions that predominantly render services to the poor such as Primary Health Centres, 

Primary and Secondary Government Schools, Rural Water Supply systems, Panchayats, 

Village Offices and Anganwadi Buildings. 

 An Asset Renewal Policy has now been drawn up. Government, after examining the 

matter in detail, are pleased to approve the Asset Renewal Policy as appended to this Order. 

 

By Order of the Governor, 

V.S. SENTHIL, 

SECRETARY (FINANCE EXPENDITURE). 

 

To 

 The Accountant General (Audit/A&E), Kerala, Thiruvananthapuram. 

 The Principal Secretary to the Chief Minister. 

 The Private Secretaries to all Ministers. 

 All Principal Secretaries/Secretaries to the Government. 

 The Director of Public Relations. 

The General Administration (SC) Department – vide Agenda Item No. 1401 dated 

08.10.2002. 

 Office Copy/Stock File. 
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ANNEXURE TO G.O.(Ms) No. 621/2002/Fin. Dated 10.10.2002 

 

 

ASSET RENEWAL POLICY 

 

 Over the last several decades Kerala has created a reasonably good physical and 

social infrastructure. Though these assets have been created at a substantial cost both 

investment and opportunity cost, these assets have not been properly looked after due to 

meager maintenance provision in the budget as result of the fiscal stress faced by the State 

Government. Even the general desire to have a large plan size and the strict guidelines in 

force for the use of plan funds for new projects have while contributing to creation of new 

assets left behind the repair and renewal of old assets created. The net result had been that 

both the State Government and the local self government have accumulated an increasing 

maintenance deficit leading to sub optimal services from the assets created and in many cases 

premature failure/collapse of the assets. 

 

 Spreading thin the very meager budget resources earmarked for maintenance has 

resulted in many of the assets in need of renewal and upgradation. 

 

 Given the commitment of the State of Kerala for genuine decentralization, many of 

the assets regularly accessed by the Public like schools, hospitals and water supply systems 

structures have been transferred to local self governments. Though one third of the State plan 

resources are transferred to local governments, the local governments do have a problem in 

not having adequate resources for upkeep of the assets transferred to them. 

 As of now the Government of Kerala does not have a clear policy on the issue of 

renewal of assets for preventing deterioration of quality, excessive maintenance cost and 

consequent breakdown of assets. The three main problems identified are: 

 

1. Absence of a methodology for renewal planning of assets in Government. 

2. Strong traditional focus on minimising capital cost with inadequate consideration 

for ongoing lifecycle cost. 

3. Failure, often inherent in the planning and budgeting process to recognise the  

asset renewal. 

 

Absence of such a policy at the Government level has reduced the value of society’s 

assets built over time and often created demand for replacing them with new assets even 

when existing assets could have been subject to a renewal process. 

 

It was in this context that the Finance Minister in the budget speech announced setting up of 

a Asset Renewal Fund to ensure that adequate investments are made for the maintenance of 

institutions that predominantly provide services to the poor such as Primary Health Centres, 

Primary and Secondary Government schools, Panchayats, Village Offices and Anganwadi 

buildings and set apart Rs. 25 crores for the initial corpus of the Asset Renewal Fund. 

 Before the Asset Renewal Fund is set up there is a crucial need to focus on asset 

renewal based on a clear policy. The Asset Renewal Policy would be more than a mere 
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maintenance policy. It calls for a life cycle approach, which means that when an asset is 

conceived and planned for it should take into account the regular upkeeping in the future and 

its eventual replacement. 

 

 The policy must aim at selecting certain categories of assets for focused attention, 

earmarking sufficient resources including mobilization of additional resources from sources 

other than budget for the repair and renewal of assets while ensuring equitable application of 

these funds based on transparent norms and evolution of a sound and dynamic public asset 

management system for the future. 

 

SELECTION OF ASSETS 

 

 The assets, which are of relevance to the poor and where ordinary people frequent 

would be chosen for improving the delivery of social services and emphasis, would be given 

to geographic areas, which have higher incidence of poverty. Assets that would be taken up 

for renewal would include: 

 

1. Hospitals 

2. Care Institutions 

3. Anganwadies/balavadies 

4. Schools 

5. Community sanitation complexes 

6. Veterinary institutions 

7. Foot bridge in inaccessible areas 

8. Rural water supply systems 

9. Public offices frequented by poor and ordinary people, viz, Village   

           Panchayat Office, Village Offices and Krishi Bhavans. 

 

PLANNING ASSET RENEWAL 

 

 An action plan for asset renewal will be finalised in twelve months. To begin with the 

Government and the local self governments would prepare an inventory of assets identified. 

Based on this inventory asset renewal plans would be drawn up for each assets and such plan 

would be built on broad principles, viz., 

 

1. Assess the portfolio of assets owned by Government/Local self governments 

 

2. Estimate the worth of the portfolio of assets on the current replacement value 

(CRV)   

  

3. Determine the current expenditure level on maintenance and renewal of 

existing assets. 

 

4. Assess the conditions of the assets (this involves estimation of facility 

condition index) such an exercise will help in prioritization on maintenance 

expenditure. In addition to facility condition index, for specialised assets 
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like hospital equipments, an assessment of their technical conditions through 

developing technical conditions indices could be used.  

 

5. Estimate the remaining life service for enabling maintenance prioritisaiton 

and determining the time when asset replacement should be initiated. 

 

 

6. Define consequent spending gaps and recommend strategies to ensure that 

the required expenditure level is achieved. 

 

7. Identification of the above leads to a priority list of assets for 

maintenance/replacement. 

 

The local community would be fully involved in drawing up of the asset renewal 

funds for local self-government for which at least 10% would be contributed by the 

beneficiaries/village panchayats/local self-governments. 

 

ASSET RENEWAL FUND 

 

 In order to provide adequate resources for asset renewal an Asset Renewal Fund 

would be set up at the State level. Asset Renewal Fund would be set up on the lines of 

Calamity Relief Fund in the in the Public Account to which annual budget provision and 

funds from Externally supported projects and other ear marked funds would be credited. A 

Committee would administer the Fund with Minister (Finance) as Chairman and Chief 

Secretary as Vice Chairman. The Committee would consist of Principal Finance, Secretary 

Expenditure, Secretary Rural Development, Secretary Health, Secretary General Education 

and Secretary Planning. 

 

 On the basis of the requirement the funds would be placed at the disposal of the 

District Collectors who would make the payment on the bills submitted by the implementing 

agencies. Accountant General would make a special audit of the Fund every year. Annual 

statement on the performance of the fund and the assets renewed would be placed before the 

Legislative Assembly and published for public information. 

 

FACILITATORY SYSTEMS 

 

1. In order to have a trouble free and regular asset renewal system the following 

facilitator arrangements would be made. 

 

2. The Government and local self-government personnel would be given training in 

asset renewal plans including maintenance of asset renewal data on desktops and 

using graphic user interfaces (GUI) capabilities to allow data from them to be 

used for decision making. 

 

3. All heads of office would be delegated the power to carry out asset renewal 

according to the prescribed standards. 
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4. The system of procurement of spares and consumables like medicine and their 

distribution would be rationalised and made through a transparent process. 

 

5. Maintenance contracts would be encouraged in the case of new assets and old 

assets through Build-Operation-Maintenance arrangements. For small assets 

accredited NGOs and CBOs would be given responsibility for proper upkeep. 

 

 

1. Financial rules would be amended to ensure user charges and other local 

charges for maintenance and renewal of assets can flow back to the asset 

concerned to be used in its upkeep and upgradation. 

 

2. Procedures would be put in place to enable individuals’s and institutions to 

adopt assets for life long or periodic upkeep 

 

 

3. An equitable system of co-financing asset renewal projects taken up by local 

governments would be introduced. 

 

4. In order to protect allocation for asset renewal “resource envelop” concept 

would be tried out. Departments would be indicated the total resources 

likely to be available and asked to prioritize quantify the staff commitments, 

recurring expense commitments, asset renewal commitments and new 

development commitments in that  order. 

 

IMPLEMENTATION 

 

 Implementation of this policy would be carefully calibrated to the availability of 

funds and priority of assets in terms of utility and service delivery to the poor. The approach 

would be to avoid under financing and spreading resources thin. 

 

MONITORING 

 

1. The Committee would evolve the transparency norms for allocation of resources, 

their utilisation and reporting. 

2. The Committee would arrange audit of the use of asset renewal fund on a regular 

basis preferably through Chartered Accountants apart from the statutory audit by 

Accountant General. 

3. A fund tracking system would be put in place to ensure its free flow and its proper 

use. 

4. Third party verification of implementation would be arranged on a experimental basis 

through academic institutions and NGOs of outstanding credibility. 

5. Social audits would be conducted on a regular basis 

 



Annex 12.4  

NORMS FOR ESTIMATION OF MAINTENANCE EXPENDITURE OF LGs 

 

1 Estimation of the maintenance expenditure of the LGs is being attempted in the 

background of the recommendations of the first three SFCs and the expectation 

that updated and comprehensive data on the assets in each of the LGs will be 

available in the Asset Registers. It is thought that the efforts should now focus on 

evolving user friendly practical formulae to estimate the maintenance expenditure 

for the various types of assets in the LGs and link it to the digitized inventory of 

assets by developing suitable software. This would enable more objective 

estimation of maintenance expenditure and could be done at the State as well as 

LG levels. 

 

2 A matter of concern, even after accurate estimation of maintenance expenditure of 

the LGs based on the inventory of assets, would be the ability of the State to 

allocate enough funds to cover the required funds for maintenance. Nevertheless, 

it is essential that the requirement of maintenance funds is estimated accurately so 

that the LGs are motivated to improve their revenue generation in order to assign 

higher portions of their tax and other revenue towards maintaining their assets. 

 

3 The norms for maintenance of non road assets in Public Works Department 

(PWD) was formulated as a percentage of the capital cost (cost of construction) 

based on the age of assets and the type of assets. The PWD norms are reproduced 

in Table 3.1.   

 

Table 1 – PWD Norms for Maintenance of Assets  

(G.O (Rt) 1190/77 PW of 07.07.77) 

Sl. No. Non road asset description Norms 

1 Ordinary buildings constructed before 

01.04.1962 

3% of capital cost 

2 Ordinary buildings constructed after 01.04.1962 2% of capital cost 

3 Special buildings (hospitals, rest houses, 

residential quarters, etc.), constructed before 

01.04.1962 

4% of capital cost 

4 Special buildings (hospitals, rest houses, 

residential quarters, etc.), constructed after 

01.04.1962 

3% of capital cost 

5 Prestigious buildings constructed before 

01.04.1962 

6% of capital cost 

6 Prestigious buildings constructed after 

01.04.1962 

5% of capital cost 

 

Formation of Sub Committee to develop Norms for Estimation of  Expenditure  

 

4 A Workshop organised on 28.08.2010 to deliberate on the development of norms 

for maintenance of assets in the LGs by the Fourth State Finance Commission 
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decided to set up a Sub Committee of Engineers from various departments under 

the leadership of the Chief Engineer, Local Self Government Department, to 

formulate norms for estimating the annual maintenance expenditure for assets in 

the LGs. The report of the Sub Committee is reproduced in the following 

paragraphs. 

 

Scope of Task of the Sub Committee 
 

5 The Scope of the task entrusted with the Sub Committee covers developing of 

Norms for Estimation of annual expenditure for maintenance of all assets of the 

LGs, looking at the information currently being updated in the Asset Registers 

maintained by the individual LGs. The Sub Committee can also provide 

suggestions on any relevant aspect to ensure proper utilisation of the annual 

maintenance funds allotted to the LGs as well as effective maintenance activities. 

 

Methodology 
 

6 The Sub Committee adopted a methodology of consultations among its members 

as the prime methodology for evolving the required norms. No field 

investigations, field discussions and data analysis were resorted to for paucity of 

time.  The Sub Committee met thrice in 10 days before finalizing the draft norms. 

 

7 It was also decided to utilise the existing norms for maintenance as being 

practiced by the various departments, to the extent possible, with necessary 

updating/ modifications to suit the changes/increase in the parameters of cost of 

maintenance (cost of materials, labour cost, etc.).  The Sub Committee also 

endeavoured to keep the norms simple, user friendly and practical.  

 

Premises for Developing Norms for Estimating Expenditure for Maintenance 

of Assets 

 

Preventive Maintenance 

 

8 The maintenance of assets mentioned in this report pertains to the preventive 

maintenance activities required to keep a building durable and in continuous good 

condition. Maintenance refers to works such as painting, patch plastering, patch 

flooring, minor maintenances to roof, etc. In case of roads, the works carried out 

as routine maintenance are pot hole filling, maintenance and clearing of drain, 

side formation, etc.  

 

9 It is assumed that the maintenance activities shall be undertaken in a timely 

manner as necessary. The norms are suggested to take up routine, timely and 

planned maintenance activities. If maintenance works are not taken up in time, it 

may lead to the requirement of more cost for maintenance or the assets or even 

reconstruction as in the case of destruction/collapse of the structures.  
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10 Many of the public buildings are found to suffer damages due to the negligence  

in routine cleaning. For eg., stagnation of water on RCC roof, obstruction in rain 

water pipes, non removal of plant growth on terrace, parapets and walls of 

building, etc., leads to heavy damages if not attended to in a timely manner.  

Cleaning/clearing of such obstructions shall be done as and when seen or found 

necessary by engaging suitable wage labourers. 

 

11 Similar is the case with roads and lanes.  It is generally seen that the need for 

maintenance for roads is more in the State due to the rains. However, equally 

important is the aspect of major deficiencies in the formation and development of 

roads that leads to early and frequent failures/damages needing very frequent 

maintenance.  The only way to curb expenditure on maintenance of roads and to 

keep the roads in good condition for a longer time is to bestow more care in 

development of the roads, adhering to the standard norms.  

 

12 Apart from the preventive maintenance activities, works of the nature of adding 

asset value to the building are also taken up. These are classified as Special 

Maintenance. Such works are treated as new works and generally got done using 

plan funds or own funds of local bodies.  

 

Classification of Buildings 

 

13 The buildings are classified into ordinary, special and heritage as per the 

classification pattern followed by PWD. Ordinary buildings are those which 

require regular maintenance only. Buildings that require more care are classified 

under special buildings.  Heritage buildings are those which have been notified so. 

As indicated in Table 2, all the types of buildings are covered in this 

classification. 

 

 

 

 

 

 

Table 2 - Classification of Buildings 

 

Ordinary Buildings Special Buildings Heritage Buildings 

1. Commercial Buildings 

2. School Buildings 

3. Anganwadis 

4. Bus stand buildings 

5. Bus waiting shelters 

6. Compound walls 

1. Hospitals 

2. Rest Houses 

3. Residential Quarters 

4. Slaughter Houses 

5. Buildings in burial & 

burning grounds 

Buildings notified 

as heritage 

structures 

 

14 Heritage buildings have not been left out since some such buildings do exist under 

the control of some of the local bodies. For example, the Shangumugham Palace 



 325 

in Thiruvananthapuram is maintained by Thiruvananthapuram Corporation and 

the Artist Memorial Cultural Centre in Kozhikode is maintained by the 

Kozhikode Corporation. 

 

Maintenance Expenditure 

 

15 Maintenance cost is generally suggested as percentage of the capital cost of the 

building following the norms prevalent in PWD. The capital cost is estimated 

based on plinth area rates fixed by PWD and hence the maintenance costs are 

indirectly plinth area rates.  

 

16 The capital cost pertains to the present capital cost. The maintenance cost is to be 

calculated on the basis of the cost of the structure at the present rate. There shall 

be a typical chart for estimating the maintenance cost based on the nature and age 

of the structure. The current capital cost can be estimated by the Engineer in 

charge of the particular LG, based on the prevailing rules/rates. 

 

17 It may be noted that, on introduction of new Schedule of Rates (SOR) by the 

Government, the plinth area rates for building also are to be modified 

immediately. However, in practice, often there are delays in revision of plinth 

area rates. In such cases a particular percentage as the difference in percentage 

between the old and new schedule of rate can be determined and published by the 

Chief Engineer, Local Self Government Department. Based on this, the present 

cost of construction can be estimated.  

18 The plinth area rates do not include cost of plumbing, water supply, drainage, 

electrical arrangements, etc. These can be added to the plinth area rates as lump 

sum percentages.  The plumbing, water supply and sanitary costs can be 7.5% of 

the other costs, while for electrical fittings, the cost can be 7.5% of the other costs 

(the prevailing rates in PWD). Cost of maintenance to compound wall, gate, yard, 

etc., if required, should be added to the total cost thus estimated. 

 

19 The plinth area rates published are based on the nature of structures namely RCC, 

RCC framed, tiled, permanent structures and semi permanent structures as per the 

SOR 2008.  Classification of buildings as tiled, RCC, etc., are taken care of in the 

calculation of the rate of maintenance as per the SoR.  

 

Norms for Estimating Expenditure for Maintenance  

 

Land 
 

20 The Clearing of vegetation and similar works in common land, play grounds, etc., 

held by LGs can be now carried out under MG NREGS. However, maintenance 

of protection works like retaining wall, compound wall, fencing, etc., of these 

assets are to be done according to the necessity. It is suggested that a maximum of 

1% of the capital cost of the protection works can be allotted for maintenance as 

per the SOR. 
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Buildings 
 

21 The maintenance of a building can be classified into: 

 

i.  Ordinary maintenance 

ii.  Special maintenance 

 

Ordinary Maintenance 

 

22 Ordinary maintenance comprise of items of works such as petty maintenances to 

walls, floors, doors, windows and roof as well as white washing, painting, etc., 

which are of recurring nature. Ordinary maintenance is intended to preserve the 

structure in good condition. The maintenance grant shall be based on the standard 

estimate for ordinary maintenances. Items of ordinary maintenances such as 

painting are taken up at interval of more than one year. But provision for such 

items should be included in the standard estimate and proportionate amount shall 

be included as annual cost. The maintenance cost also includes maintenance grant 

for water supply, sanitary installations, etc. 

 

23 In PWD, typical maintenance estimates are being prepared and got sanctioned by 

the Chief Engineer for every building. For such maintenance works separate 

sanction is not required annually.  However, for LGs, financial sanction may be 

obtained. The maintenance grant fixed for ordinary maintenances for every 

building shall be revised once in every five years or according to the revision of 

SOR. 

 

24 The maintenance grant shall be allowed according to the importance of the 

buildings namely ordinary buildings, special buildings and prestigious buildings 

like heritage buildings, etc. The distribution of expenditure on maintenance of 

buildings may follow the norms prescribed in the GO (Rt).1190/77/PW dated 

07.07.1977 (as given in Table 3.1).  

 

Special Maintenance 

 

25 Special maintenance is not periodical or frequent, for eg., reconstruction of a 

damaged wall, re-roofing of a building, removal of flooring, etc.  Such special 

maintenance can be arranged as original works and executed using plan funds or 

own funds. A maximum of 2% of the capital cost of the building shall be 

considered for such maintenance purpose. 

 

Roads and Lanes 
 

26 The roads possessed by LGs mostly fall in the category of Other District Roads 

and Village Roads. But in Municipal areas and Grama Panchayats abutting 

Municipality and Corporation, the roads are classified into Town and Municipal 
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Roads. These have traffic intensity equal to State Highways or even National 

Highways. Hence the maintenance grant shall be allotted according to the 

importance of the road. 

 

27 The roads can be classified according to the surfacing provided, viz, concrete 

roads, black topped roads, metalled roads, and earth and gravel roads. The 

maintenance of roads can be divided to ordinary maintenance, renewal of surface 

and special maintenance. 

 

Ordinary Maintenance 

 

28 All kinds of routine maintenance works of repetitive nature, required to maintain 

the road in good condition, except renewal of surface, shall be included under 

ordinary maintenance. Some of the major items of works are the following: 

 

i. Patch work to metalled, black topped and earthen roads 

ii. Clearing jungle growth, sectioning and forming shoulders, clearing side drains 

iii. Filling up of erosions and removal of slips 

iv. Maintenances to pitching, retaining walls, etc. 

v. Painting sign boards, kilometre stones, guard stones, etc. 

 

Renewal of Surface 

 

29 Renewal of roads of different kinds will need to be carried out periodically.  The 

suggested period of renewal is as follows. 

 

Concrete roads  –  once in 10 years 

Black top roads  – once in 5 years 

Metalled Roads – once in 3 years 

Earthen Roads – once in 3 years 

 

30 The standard practice adopted for construction of roads is to provide: 

 

i. Sub base with 60mm and 36mm stones in a proportion of 7:3, spreading 

100mm thick which is compacted to 75mm thick 

ii. Base with 36mm stones spread to 100mm thick and compacted to 75mm 

thick,  and 

iii. Black topping using 20mm chipping carpet 

 

31 Roads in many of the LGs pass through low lying areas that are liable to 

submergence for a continuous period. Due to submergence and capillary rise from 

the raised ground water table, the roads are subjected to settlement which results 

in damaging road surfaces or the crust as a whole. More often, these roads are 

constructed without proper design. Hence frequent maintenances are found 

essential especially in rainy seasons. In such cases, the periods of renewal 

mentioned as above become inapplicable. Therefore, more vigil should be applied 
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to construct or improve roads based on proper designs, that too with sufficient 

drainage systems. 

 

 

32 Also, it is seen that the standards for periodical removal are not being adhered to 

on the roads due to shortage of funds, resulting in increase in expenditure for the 

ordinary maintenance.  Road Charts should be maintained in the prescribed form 

for each important road which will give all data about the history of renewal of 

surfacing of different sections of the road. This will be helpful in selecting the 

reaches requiring renewal or special attention. The arrangement for renewal 

works shall be in accordance with the Road Chart. The status of the road as per 

the Road Chart shall be attached to the estimate for obtaining project sanction.  

 

Special Maintenance 

 

33 Special Maintenance refers to such items of maintenance for re-construction or 

additional construction occasionally necessary to keep the road in good condition. 

This includes construction or re-construction of retaining walls, raising a portion 

of the road, widening of pavements, etc.  

 

Maintenance Expenditure 

 

34 The maintenance expenditure for road works is generally calculated according to 

the length of road, ie., per kilometre. The road width is not considered in this 

calculation. This is so since the width of the National or State highways and other 

major roads maintained by PWD more or less confirms to standard measurements. 

However, this is not the case with the roads maintained by the local bodies and 

the width of roads varies depending upon the land available.  Hence, it would be 

appropriate to estimate the maintenance costs per unit area, thereby accounting for 

both the length and width of roads. 

 

35 PWD has adopted a pattern for the maintenance works as given in Table 3. This 

may be followed for estimating maintenance expenditure for roads in LGs too. 

 

Table 3 – Norms for Maintenance Expenditure for Roads 

 

Sl.  

No. 

Type of Maintenance Maximum  

Maintenance Expenditure 

1 Ordinary maintenance for 80٪ of 

total length of roads    

Rs. 2 lakhs/km with an average 

width of 3.60m 

2 Renewal work for 20% of total 

length of roads (20% of the road is 

expected to be renewed annually)  

Rs. 12 lakhs/km with an average      

width of 3.60m 

3 Special maintenance 20٪ of ordinary maintenance and 

renewal 
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36 Concrete Road: A typical concrete road construction can be considered for 

estimating the maintenance expenditure required for ordinary maintenances, 

renewal and special maintenances. 15cm of a cement concrete layer with 1:4:8 

mix and 7.5cm thick cement concrete 1:2:4 can be assumed for a concrete road. 

The cost for this at the 2010 SOR is Rs.724/m2. It is assumed that renewal of 

concrete roads shall be taken up once in every 10 years.  Therefore, 1/10th of the 

cost of cement concrete 1:2:4 for a thickness of 75mm is considered as the 

maintenance cost/m
2  

 i.e. Rs 3075/100 m
2
.  

                                                          

37 Black topped: The average cost for construction of new road with a width of 

3.6m with double layer metalling and 20mm chipping carpet worked out at the 

present SOR (2010) is Rs. 15.6 lakhs.  In this, the cost of base metalling is Rs. 3.7 

lakhs/km and cost of black topping is Rs. 6.7 lakhs/km.  

  

38 Twenty percent  of the total amount estimated from 30% of sub base metalling, 

50% cost of base metalling and cost of chipping carpet can be adopted as 

maintenance cost for ordinary maintenances, ie., Rs. 2 lakhs/km (for 3.6m width). 

Therefore the charges for 100 sqm can be worked out as Rs. 5500/100m2. 

        

39 The cost for renewal per 1km road having a width of 3.6m is calculated as Rs. 

8.15 Lakhs. Hence the rate for 100 sq.m will be Rs. 22639/-. 

                   

40 For special maintenances for road having width of 3.6m, the cost is taken as 20% 

of ordinary maintenances and renewal which is calculated as Rs. 2.03 lakhs.   

Hence, rate per 100 sq.m for special maintenance is estimated as Rs. 5639/- say 

Rs. 5500/-.  

 

41 The amount required for ordinary maintenances of road with a width of 3 metres 

can be adopted as Rs.1.65 lakhs/km.  

 

42 Metalled Road: Cost of re-metalling to a spread thickness of 100 mm and 

compacted to 75 mm for one Kilometre road having 3 m width at the present SOR 

(2010) is Rs. 2.3 lakhs.  It is assumed that re-metalling of road shall be undertaken 

once in every 3 years. Hence ordinary maintenance to metalled road is estimated 

as Rs. 2500/100 sq.m.
 

 

43 Earthen Road: The ordinary maintenance of roads includes clearing jungle, 

cleaning drains, sectioning, filling up of erosion and removal of slips, planting 

and maintaining avenue trees, etc.  These works are proposed to be executed 

through MGNREGS.  Hence no funds are proposed for ordinary maintenances in 

this type of roads. 
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Bridges and Culverts 

 

44 A bridging structure more than 6m long can be termed as a bridge and others as 

culverts. The following works are to be carried out regularly for Bridges and 

Culverts.  

 

i. Keeping the area in the vicinity of the bridge clear of undergrowth and 

rubbish 

ii. Preventing accumulation of logs and debris against upstream side of the 

piers at the time of floods 

iii. Periodic painting of steel bridges and greasing of bearings 

iv. Temporary maintenance to structures involved in accidents 

v. Attending to expansion joints of concrete bridge 

vi. Cleaning pipe and other culverts of blocked material 

vii. Pointing or/and plastering of exposed masonry faces of structures 

viii. Painting to RCC Bridges  

 

45 The culverts are to be maintained using the funds allotted for maintenance of 

roads.  The maintenance grant for bridges can be calculated based on the length of 

bridge, width of bridge, height of piers, nature of construction and materials of 

construction. Since it is an important structure which requires regular 

maintenance, 0.1% of the capital cost of construction of the bridge as the ordinary 

maintenance cost in the case of RCC bridge and 0.5% of the capital cost in the 

case of steel bridges/cable suspension foot bridges can be provided. 

 

Drinking Water Supply System 

 

46 Maintenance of the drinking water supply system includes maintenance of source 

of water (intake well, pond, pumping of water, storage of water, treatment of 

water and distribution system).  The cost of operation of the system cannot be 

accounted in the maintenance cost.  Kerala Water Authority is carrying out the 

maintenance works based on the actual necessity. The prevailing norms in the 

Authority limits the operation and maintenance cost to 15% of the capital cost of 

the system. No separate norm for maintenance alone is prescribed.  

 

47 The main components of the system which requires annual maintenance is pump 

house and storage tank, water treatment plants, pumps and motors, fittings such as 

valves, taps, etc.  Satisfactory working of the drinking water system can be 

ensured with the regular maintenance of the system and a minimum of 2.5% of 

the Capital Cost is recommended for the ordinary maintenances of the system 

based on detailed discussions with the concerned Officers of Kerala Water 

Authority.  

Irrigation System 

 

48 Major works associated with the irrigation system are maintenance of vented 

cross bars, lift irrigation systems, canals and field boothy. The maintenance 
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expenditure fixed based on SOR 2010 is Rs. 588/ha of the ayakutt area. This 

amount seems to be meager as far as the maintenance cost required is concerned. 

However in the absence of any other accepted/prescribed norms, the same amount 

can be adopted in LGs too for maintenance of irrigation systems. 

 

Electrical Facilities 

  

49 Maintenance of electrical facilities in LGs comprises of maintenance of such 

facilities in the buildings and the street lighting system. The component of 

maintenance of electrical facilities in buildings can be met with from the 

maintenance fund for buildings.  The maintenance of electrical lines is taken up 

by the KSEB without any expenditure for the LGs. Hence separate maintenance 

expenditure needs to be provided only for periodic replacing of the electrical 

fittings (fittings can rarely be repaired) in the street lighting system.  Based on the 

general rate of replacing the electrical fittings in the street lighting system, it is 

estimated that 10% of the total cost of fittings shall be provided as maintenance 

expenditure for the electrical facilities.  

 

Sewage Treatment Plant 

 

50 In some of the LGs, sewage treatment plants are installed and operated in 

hospitals, markets, slaughter houses and other institutions. Currently there is no 

specific guidelines on norms for maintenance cost of such installations.  

Requirement of maintenance cost for sewage treatment plant is mainly for 

mechanical and electrical components of the installations. Approximate 

percentage of capital cost for such installations is about 50 % of the treatment 

plant. In the case of maintenance of civil work, the norms followed for other civil 

structures can be followed. Hence the following norms may be followed for the 

purpose (Table 3.4). 

 

Table 4 – Norms for Maintenance Expenditure for Sewage Treatment Plant 

 

Sl. 

No. 

Item Norms for  

maintenance expenditure 

1 Civil works Norms followed for building can  

be followed, ie., 2% of capital cost) 

2 Electrical and Mechanical 

components        

2.5 % of the capital cost 

 

Solid Waste Treatment Plants  
51 Windrow compost plant, Vermi compost plants and Biogas plants are the 

commonly adopted solid waste treatment plants in LGs. Norms are available for 

capital cost and operation and maintenance (O&M) cost for small size solid waste 

treatment plants. But specific norms are not available for maintenance cost alone. 

Operation and maintenance cost includes cost of man power, chemicals, 

electricity and day-to-day maintenance of the plant.  
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52 The maintenance cost for solid waste treatment plants may be as suggested in 

Table 3.5. The cost is suggested considering the fact that the corrosion of material 

is high and replacement of machineries is inevitable over a period of time. 

 

Table 5 – Maintenance Expenditure for Solid Waste Treatment Plants 

and Period of Maintenance 

 

Sl.  

No. 

Particulars Maintenance expenditure 

1 Annual maintenance cost of 

buildings/civil works 

10% of capital cost after 3 year of 

establishment 

2 Annual maintenance cost of 

machineries /equipments    

20 % of capital cost after 2 years of 

establishment 

 

53 Replacement of machinery and equipment used in the solid waste treatment plant 

will be essential over a period of time. Norms/Government approved rates are 

available for capital cost and operation and maintenance cost for different 

capacity city solid waste treatment plants. These details and the suggested 

maintenance expenditure are given in Table 6. 

 

Table 6 – Type/Capacity of Treatment Plant and Maintenance Expenditure 

Government 

approved cost 

Sl. 

No. 

Treatment plant Capacity 

Capital 

(Rs) 

O & M 

Maintenance 

expenditure (Rs.) 

1 Biogas plant 

 

 

 

 

50 kg/day to 

200 kg/day 

 

300 kg/day 

to 2000 

kg/day 

1.2 to 

4.25 lakh 

 

5 to 17 

lakh 

0.20 to 

0.60 lakh 

per 

annum 

0.60 to 3 

lakh per 

annum 

0.10 to 0.30 lakh 

per annum 

 

0.30 to 1.5 per 

annum 

2 Vermi compost 

plant 

 

 

10 kg/day to 

100 kg/day 

250 kg/day 

to 1000 

kg/day 

0.65 to 

5.36 lakh 

7.6 to 

20.72 

lakh 

0.0054 to 

0.8 lakh 

0.0019 to 

5.47 lakh 

0.002 to 0.4 lakh 

per annum 

2.73 lakh per 

annum 

3 Windrow compost 

plant 

1 to 5 tonnes 

per day 

7.39 to 

24.67 

lakh 

2.38 to 

9.10 lakh 

1.19 to 4.56 

 

 

54 Considering the amount of solid waste generated in the LGs, it will be necessary 

to allocate maintenance expenditure for higher capacity Windrow compost plants 

(Table 7).  
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Table 7– Maintenance Expenditure for Windrow Compost Plant  

Sl. No. Capacity of Windrow compost 

plant 

Maintenance Expenditure 

(Rs.) 

1 ≤ 5 tpd 0.60 lakh/tonne/year 

2 5 to 10 tpd 0.50 lakh/tonne/year 

3 10 to 50  tpd 0.40 lakh/tonne/year 

4 50 to 100 tpd 0.30 lakh/tonne/year 

5 100 to 300 tpd 0.25 lakh/tonne/year 

 

Slaughter House 

 

55 The approved rates of capital cost for two types of slaughter houses are given in 

Table 8. 

 

Table 8 – Capital Cost for Slaughter Houses  

(Amount in Rs. Lakhs) 

Sl. 

No. 

Capital cost of model 

slaughter house 

Civil 

(Rs in 

lakh) 

Mechanical 

and 

Electrical 

(Rs in lakh) 

Waste 

Management 

(Rs in lakh) 

Total 

(Rs in 

lakh) 

1 

Mini slaughter house 

for 20 large and 40 

small animals 

39.50 27.00 18.50 85 

2 

Tiny slaughter house for 

5 - 10 large and 20 

small animals 

14.40 10.60 5.00 30 

 

56 Maintenance expenditure at the rate of 2% of the above capital cost may be 

considered for annual maintenance for civil works. An expenditure of 5% for 

machines, electrical, plumbing, waste management facility and other accessories 

may be provided as maintenance expenditure for these items per annum.  

 

Park and Market  
 

57 Parks and markets are also being maintained by the LGs. These facilities consist 

of buildings, compound walls, gate, joy rides, swings, etc. Periodical maintenance 

is necessary for these components.  An annual maintenance expenditure of 5% of 

the capital cost may be provided for the facilities except buildings. For buildings 

the maintenance expenditure may be as proposed for ordinary buildings. 

 

Ponds and Tanks 

 

58 Ponds and tanks are associated with the water supply systems and irrigation 

systems.  Usual maintenance is necessary for protection works like retaining wall, 
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compound wall, fencing, etc.  Hence 1% of the capital cost of the protection 

works can be allotted towards maintenance expenditure for these structures. 

  

 

Estimation of Expenditure for Maintenance of Assets 

 

59 The expenditure for maintenance of assets of all the LGs can be estimated on an 

annual basis using the norms given in Chapter 3. However, certain prerequisites 

are essential so that the estimation can be attempted. These are discussed in the 

ensuing paragraphs. 

 

Software for estimation of the expenditure for maintenance of assets of LGs 

 

60 Once the proposed norms are approved, appropriate software module to utilise 

these norms can be prepared so that the LG wise estimate of expenditure for 

maintenance of assets can be prepared annually, as per details in the asset 

registers. The task of preparing the software module to enable estimation of 

requirement of funds for annual maintenance of assets of LGs using parameters in 

the asset register and the prescribed formulae/other conditions can be entrusted 

with Information Kerala Mission (IKM). 

 

61 IKM may develop the required module based on the directions and guidelines 

from LSGD. The local module should have facility for viewing and updating 

details of assets by local governments as well as generation of various reports. 

There may be a central module for consolidating the details of assets at various 

levels. Data from the local module should be updated to the central module 

periodically. The local and central modules should have facility for estimating the 

maintenance requirements for each year, based on the assets of each local 

government. The formula for estimation would be fixed as specified by the 

Government.  

 

62 Additionally, IKM may also think of integration of the software with Sulekha for 

preparation of maintenance projects, estimation of works using Sugama, etc. 

Updation of the Asset Register before payment is made for new works, on 

completion, could also be made mandatory along with implementation of 

Saankhya accounting software.  

 

63 Additionally, the assets could be marked on the geographical information system 

(GIS) to create a spatial database of assets for easier monitoring. A pilot of this 

has already been done by IKM in Thanalur Grama Panchayat (Malappuram 

District).  

64 The module may be deployed in all the local governments by IKM. IKM may also 

be entrusted with the training of concerned staff in the LGs for operation of the 

module.  
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Completion of the Asset Registers 

 

65 As indicated earlier, the asset registers were being updated and completed in the 

LGs. However, it is understood that in spite of efforts by the Information Kerala 

Mission, the process could not be completed as anticipated; even in local bodies 

where updation of the registers has been completed, the quality of data has to be 

improved. Further, it may also be noted that the asset registers are to be updated 

continuously, as and when new assets are added, so that estimates for 

maintenance expenditure are accurate.  

 

Estimation of the Capital Cost of the Assets  

 

66 Since the Sub Committee formed to develop norms for estimation of the 

expenditure for maintenance of assets of LGs has also recommended estimation 

of expenditure based on the ‘capital cost’ of the assets, as in PWD, it is essential 

that the ‘capital cost’ of the various assets of the LGs be determined before the 

actual estimation can be done. It is understood that the Government plans to 

ascertain the capital cost of all the assets of the LGs to facilitate introduction of 

the Double Entry book keeping system and that a pilot programme is in progress 

in the LGs in Kannur District to determine the capital cost of the assets. However, 

the process is expected to take about five to six months to be completed once it is 

initiated in the other 13 Districts.  

 

67 Therefore, for the recommended norms to be utilised for estimating the 

expenditure for maintenance of the assets of the LGs for the next fiscal year, the 

capital costs of the assets should be determined using suitable alternate 

methodology.  One of the options would be to assign a Team of Engineers (or a 

Sub Committee) to ascertain the capital costs from the available data on the plinth 

area and age of each of the asset. Such an exercise is expected to produce near 

accurate values of the capital cost, which can be used for estimation of 

expenditure for maintenance of the assets.  
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Chapter XIII 
 

Financial Management And Fiscal Responsibility Of Local 

Governments 
 

‘All the beads in the world won't make a necklace unless you string them together’ 

 

 

 

13.1    SFC IV has endeavored to give a higher devolution package to local governments  

(See Part I of the Report) and Government have accepted and operationalized all the 

recommendations regarding transfer of funds. While local governments have a 

constitutional and moral right to get funds which match the expenditure 

responsibilities assigned to them, equally compelling is the constitutional and moral 

imperative to utilize their own and received resources with utmost care, wisom and 

prudence, efficiently and effectively for the purposes envisaged. 

 

13.2   Right from the beginning the Commission has been concerned with the way in which 

finances are being managed by local governments. We have been deeply disturbed by 

the failings and shortcomings in this area as is well exemplified in Chapter V. 

Therefore the Commission took a lot of effort and spent considerable time to 

understand the issues related to financial management and fiscal responsibility of 

Local Governments. The methodology followed by the Commission included the 

following: 

 

1) Analysis of fiscal data submitted by Local Governments to understand the gaps, 

and discrepancies. 

 

2) Consultations with the stakeholders to understand the reasons for the deficiencies 

in the data, including visits to selected Local Governments by teams from the 

SFC. 

 

3) Study of the audit reports of CAG on local governments. 

 

4) Interaction with experts having hands-on-experience in the issues concerned from 

AG’s office, Directorate of Local Fund Audit, Finance Inspection Wing, Treasury 
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Department, State Performance Audit Wing, Panchayat Directorate and 

Directorate of Urban Affairs. The Commission also had access to the elaborate 

work done on fiscal responsibility by the Consultative Committee on 

Decentralization. 

 

Issues Related to Financial Management 

 

13.3  The key issues related to financial management and fiscal responsibility other than 

those related to institutionalization and staffing, which have been dealt with 

separately, are briefly enumerated below in this section. We hope that all LGs would 

pay head to the vital issues raised.   

             

Bunching of expenditure at the fag end of the year 

 

13.4  The LGs are required to distribute their expenditure on development, road and non-road 

maintenance expenditure during the four quarters in the proportion of 10, 20, 30, and 

40 respectively. We attempted an anlaysis of the distribution of expenditure based on 

a sample study of 58 GPs, 10 BPs, 3 DPs, 2 Corporations and 6 Municipalities. A 

quarter-wise (from I to IV) distribution of total expenditure (development, road, non-

road, B-fund, and CSS) is presented in Table 13.1.  Chart 13.1 gives the three 

monthly (quarter-wise) distribution of the actual expenditure and the normal required 

expenditure. 

 

        Table 13.1 Distribution of Expenditure by LGs across Various quarters -2008-09 (%) 

 

  Distribution of Actual Expenditure  

Quarters GP BP DP Corporation Municipality Required 

I 5.79 9.82 7.59 11.35 3.21 10 

II 16.46 13.18 12.24 17.22 9.97 20 

III 17.85 21.29 15.84 10.58 9.62 30 

IV 59.9 55.71 64.34 60.86 77.2 40 

 

The Table and Charts reveal the following points  

• None of the LGs adhered to the directive on distribution of expenditure.  It ranges 

from 77.2% for Municipalities to 55.71% in the case of Block panchayats.  Chart 
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13.1 shows that invariably in the last quarter from January to March the actual far 

exceeds the norm.  

• There is bunching of projects for the last quarter by all categories of LGs.  

• The tendency is worst in the case of municipalities which made more than 77 percent 

of their expenditure in the last quarter. 

• Item wise distribution of expenditure by LGs across different quarters reveals that 

GPs are in a relatively better position than Urban LGs in properly phasing and 

evening out the pattern of expenditure. 

• More than 80 percent of maintenance expenditure of both road and non- road were 

made in the last quarter by ULBs. GPs also spent almost 80 percent of their 

maintenance expenditure in the last quarter. Probably an exception is the DPs which 

spent 51 % of road and 62 % of non-road grant in the fourth quarter.  Even this is not 

an acceptable pattern of expenditure. 
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Unless and until this pattern of expenditure is controlled by the LGs, the future of 

these institutions does not look sanguine. 

 

 

 

 

 

Chart 13.1  :   Distribution of Total Expenditure of LGs Across Different Quarters 
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13.5  Book Keeping Issues. 

 

� Cash Books are not maintained properly and a large number of local 

governments do not close the cash book every day or take stock of the 

physical cash at prescribed intervals. 

 

� The vouchers are not uniform and are not arranged in an easily retrievable 

form. 

 

� Non-recording of payment vouchers in computerized system at the time of 

payment. 

 

� The registers related to financial management are not properly written up and 

kept up-to-date. 

 

13.6  Issues related to internal control. 

 

� The Finance Standing Committee is not effective in reviewing different 

aspects of financial management or in scrutinizing the transactions and 

records. 

 

� Appropriation control is very poor. Budget provisions are not followed 

strictly. There is no proper system for re-appropriation or supplementary 

budgets. 

 

� Reasonable forecast of own revenues and accurate estimation of shortfalls and 

increases of own income are rare. 

 

� The existing limitation imposed by the Kerala Panchayat Raj Act 1994 (Sec 

243 (1)) and Kerala Municipality Act 1994 (Sec. 539(1)) on realisation of 

dues is too short. 

 

� Non-reconciliation of expenditure with treasury/bank figures is a serious flaw. 
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� Minutes of Local Governments which are equivalent to Government Orders 

and are virtually sanctions for incurring of expenditure are not drafted 

properly. Instances of unauthorized modification and delayed finalization are 

too common. This tendency undermines the democratic sanctity of council-

based discussions and decisions. 

 

� There is no mechanism on the lines of the Public Accounts Committee to 

critically examine audit findings and follow up. 

 

13.7  Transparency Issues 

 

� Budget, accounts and audit findings are not disclosed to the citizens in a 

manner easily understood by the common man. 

 

� There is no inter-local government comparison of expenditure efficiency by a 

common authority. 

 

13.8  Fiscal responsibility Issues. 

 

� Diversion of funds is too common in local governments not only from one 

budget head to another head but also from one Fund to another like – from 

Maintenance Fund to Development Fund or from Non-road Maintenance 

Fund to Road Maintenance , and even from Centrally Sponsored Schemes to 

meet establishment costs. This constitutes very serious fiscal delinquency. 

� Deliberate misclassification of codes in plan schemes creates a lot of problems 

in monitoring. 

 

� Several dues are deducted from payments by Local Government like Income 

Tax, Service Tax, VAT, and contribution to Construction Workers Welfare 

Fund etc. In the case of Property Tax 5% is collected as Library Cess to be 

immediately transferred to the State Library Council. In the case of Urban 

Local Governments 2% of the own revenues has to be transferred to the Urban 
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Poverty Alleviation Fund. More often than not, these transfers are not effected 

automatically. 

 

� Similarly dues including repayment of loans are not paid in time resulting in 

penalties for delayed payments. This is particularly worrisome in the case of 

water charges to Kerala Water Authority in respect of public stand posts. The 

procedure prescribed by government has been ignored with impunity by 

Village Panchayats, Municipalities and Corporations resulting in serious 

revenue problem for the Kerala Water Authority which gets transmitted 

automatically to Kerala State Electricity Board by non-payment of electricity 

charges by KWA. 

 

� Transfers to Community Development Societies (CDSs) with no follow up 

and unjustified take over of CDS dues to banks are becoming common. 

 

� Several routine payments for transferred institutions and offices like monthly 

electricity and water bills, telephone charges etc. are not paid in time resulting 

mounting arrears. 

 

� The expected revenues are artificially inflated, some times to ridiculous levels, 

in the budget projections, enabling local governments to take up works more 

than they are entitled to. This results in incomplete public works and pushing 

up the tendered costs due to expectations of delayed payment. 

 

� Non-integration of surplus own funds with development funds. 

 

� Taking up more works than possible with available funds. 

 

� The calling of quotations that is followed is very primitive leaving ample 

scope for manipulation and favoritism. 
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� Many of the contracts especially those with Beneficiary Committees and those 

for service or supply contracts including AMC are not properly written, often 

resulting in legal issues. 

 

� There are several deposit works which are often resorted to at the last minute 

to show expenditure and avoid possible future cut in allocations. These 

deposits are made mostly to KSEB and KWA. These organizations do not 

enter into meaningful contract with the Local Government and therefore are 

not keen in carrying out the work in time and within the estimated cost. 

 

� Several works are broken up to enable provision of Technical Sanction by 

lower level authorities and sometimes to enable execution by Beneficiary 

Committee. Some times the estimates are kept artificially low leading to huge 

cost increases and change of scope of work. 

 

� The concept of liability and fiscal responsibility is not quite clear in respect of 

elected functionaries, technical advisory groups, DPC etc. 

 

� The fiscal responsibility of implementing officers and ex-officio Secretaries 

also needs to be sharply defined. 

 

� The concept of extraordinary expenditure is not fully understood with the 

result that, with Government permission, excessive expenditure is incurred on 

relatively unimportant items like inaugurations. 

 

� Though there has been much improvement, timely submission of Annual 

Financial Statements is still not fully achieved. The quality of Annual 

Financial Statements leaves much to be desired with the result that the 

certification audit has found most of the Local Government accounts below 

acceptable levels. 

 

� There is a tendency to delay action on audit findings especially those 

involving financial observations. 
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� There is a tendency to repeat serious mistakes once pointed out by audit and 

rectified or promised against future repetition. 

 

� The provision of surcharge of elected Members is not provided for in the 

Kerala Panchayat Raj Act and Kerala Municipality Act. It appears that the 

provision was accidentally left out during the restructuring of the Acts in 

1999. This is a lacuna especially since the elected body is the executive 

authority in Local Government. 

 

� The concept of surcharge has not been clearly explained in law with the result 

that even violations of procedure are used to slap huge surcharges making a 

mockery of this punitive measure. Also there is no appellate system against 

the surcharge decision by the auditor except recourse to the District Court. 

 

� In the interest of protecting the supremacy of the elected body a provision was 

introduced in the Kerala Panchayat Raj and Kerala Municipality Act in 1999 

to the effect that if the Secretary feels that a decision of the Local Government 

is against law he can refer to Government and if no reply is received within 15 

days he can go ahead and implement the decision. This provision is often 

utilized to carry out illegal decisions. 

 

13.9     Recommendations 

In order to address the issues outlined above the following recommendations are 

made: 

13.9.1  Bunching of Expenditure at the fag end  

 The quarterly expenditure targets may be monitored closely and follow-up action 

taken to improve expenditure.  A rigorous capacity building has to be undertaken to 

train LGs to achieve these targets.  From the 12
th

 Five Year Plan expenditure of 60% 

at the end of the third quarter may be made mandatory and shortfalls penalized by 

future cuts equivalent to 50% of the amount of short spending.  This matter must be 

examined by the Audit Department and should seek satisfactory explanations. 
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13.9.2  Book keeping Issues 

o The registers being maintained by Local Governments need to be simplified 

and rationalized and be made easily amenable for IT applications. It is 

suggested that a small expert group may be constituted to interact with local 

government officials and the departments concerned and come out with 

suggestions within three months of the acceptance of this Report. 

o There should be zero tolerance of the tendency not to close cash books 

every day and in computerized system, not entering receipts and 

payments daily. Mobile teams may be constituted to conduct surprise 

checks and this should be followed up by stringent punitive action 

wherever non-compliance of instructions is reported. The following 

officers may be put in charge of inspecting cash books of at least 10% of 

the local governments every month and report regularly to the heads of 

department concerned and to the government in the case of District 

Panchayats. 

� Corporations & Municipalities – Regional Director of Urban 

Affairs. 

� Village Panchayats – Deputy Directors and Assistant Directors 

� Block Panchayats   – ADC (General) 

� District Panchayats – District level officers of the Finance              

                                                Inspection Wing 

o In computerized system, daily print out should be attested by the 

Secretary at least for one year. 

o Proforma vouchers may be prescribed for different categories as 

appropriate so that uniformity is ensured. 

o Web-based software may be developed and deployed at the levels of LGs 

and treasuries so that financial transactions shall be validated as per the 

provisions in the budget and shall be monitored online. The district level 

monitoring shall be entrusted with LSGD. 

13.9.3  Issues related to internal control. 
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o The procedures to be followed by the Finance Standing Committee to review 

different aspects of financial management and to scrutinize the transactions 

and records may be issued in the form of Rules. 

o The Budget Manual suggested earlier should detail procedures for re-

appropriation and to ensure appropriation control, supplementary budgets may 

be allowed twice in a year in September and in January – this includes plan. 

o Revenue estimates should not be in excess of the average annual growth over 

the previous three years. If there are rate increases of taxes/non-tax items then 

the proportionate increase should be allowed. This should be ensured through 

legislation. Any shortfall of more than 10% of the estimate may be viewed as 

malfeasance for action by the Ombudsman. 

o A format may be prescribed for reconciliation of expenditure figures to be 

carried out before the 15
th

 of the succeeding months.  Treasuries should 

honour bills only after the reconciliation is done. 

o The period of limitation of recovery of dues may be extended to 15 years. 

o Minutes of Local Governments should be prepared within 24 hours and 

entered into a web-based software capable of tracking changes made by the 

elected head. Formats for agenda and minutes may be indicated for the main 

categories which come up for decision usually. 

o Local government functioning is supposed to be above party lines; but in 

Kerala elections are held on political lines. The Anti Defection Act calls for 

identification of political loyalties. In this context it would be useful to set up 

a Public Accounts Committee consisting of one person from every political 

party represented in the local government and all unattached independents. It 

should be headed by a member who is not part of the ruling group. The 

powers and functions of the PAC should be given legal backing. 

13.9.4  Transparency Issues 

o Disclosure of budgets, accounts and audit findings should be made mandatory 

under Section 4 of the Right to Information Act and formats prescribed for 

this easily understood by the citizens. The State Performance Audit Authority 

should come out with inter-local government comparisons of revenue and 
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expenditure with special reference to efficiencies. This should be published 

annually. The fiscal analysis Cell in GIFT could support the State 

Performance Audit Authority in this. 

13.9.5 Fiscal Responsibility Issues. 

o The procurement rules should detail the procedure for calling of quotations to 

ensure transparency and accountability. These Rules and the Public Works 

Rules should indicate contract formats as appropriate for different purposes. 

o For payments of regular items of expenditure of transferred offices and 

institutions local government may transfer the annual estimated amount within 

normative ceilings prescribed by Government to the head of office so that 

smooth payments are made. 

o Intensive training may be given on preparation of annual financial statements 

and budgets. 

o The practice of permissive sanctions may be done away with and local 

governments having own revenues be allowed to spend a portion of their own 

revenue surplus for extraordinary items subject to an annual ceiling. 

o It is recommended that a new Chapter titled “Fiscal Accountability” be 

introduced in the Kerala Panchayat Raj Act and Kerala Municipality Act 

covering the following points. 

1) Making person(s) responsible for diversion of funds to pay an 

interest of 2% per month on the diverted funds till they are 

recouped. 

2) Any decision of local governments to divert funds should be made 

illegal so that officers concerned need not obey them. 

3) Payments of deducted and collected items should be made 

automatic. Deducted items should be sent to the appropriate 

authority within 30 days and the library cess should be remitted 

within 30 days of the succeeding financial year. Same time limit 

may be prescribed for the 2% contribution of Urban Local 

Governments to the Urban Poverty Alleviation Fund. 
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4) Repayment of loans, payments of dues to Kerala Water Authority 

and Kerala State Electricity Board in respect of street lights and 

public water supply should be made the first charge on own 

revenues and General Purpose fund. Any penalties may be 

collected from the Secretary concerned. 

5) Transfers to implementing offices/heads of offices for payment of 

electricity/water/telephone charges etc., should be automatic. 

6) Deposit works should be resorted to only if they are part of the 

Budget and based on proper estimates. There should be an 

agreement with the implementing agency covering the issues like 

time of completion, cost increases etc. 

7) Splitting up of works to obtain technical sanction by lower level 

authorities should be banned. Cost increase of public works more 

than the technically sanctioned estimate should be allowed only 

with the approval of an authority to be prescribed for the purpose. 

8) Technical Advisory Groups and DPCs should be made liable for 

patently wrong decisions. 

9) The Secretaries and ex-officio Secretaries should mandatorily give 

their advice on file and it should be indicated in the minutes of the 

local government while decisions are taken. If no advice is 

tendered or wrong advice is given the official would be 

responsible; otherwise the elected members involved in the 

decision would be liable. 

10) Implementing officers and ex-officio Secretaries should be made 

responsible for provision of details for budget preparation, 

provision of data on performance and for follow up of audit 

findings in respect of their area of functioning.  Repetition of the 

kind of mistakes once pointed out by audit and rectified should be 

brought within the definition of malfeasance. 
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11) All audit findings having financial implications for individuals 

should be finalized within six months.  Audit Monitoring 

Committees should ensure this. 

12) The provision to recover monetary loss caused to Local 

governments by action or inaction by elected members or officials 

jointly or separately should be reintroduced in the Kerala 

Panchayat Raj Act and Kerala Municipality Act. 

13) An appellate system should be prescribed for hearing and deciding 

first appeals against surcharge and other recovery decisions which 

could be a statutory body consisting of Director of Local Fund 

Audit, State Performance Audit Officer and a representative of 

CAG. 

14) As regards illegal decisions the existing provisions should be 

modified to allow officials the freedom not to implement them 

subject to the condition that they give it in writing with the 

rationale in detail. If the local governments feel that the stand of 

the officer is not correct they may refer it to Government and the 

decision of government shall be binding or the local governments 

may insist on carrying out the decision in which case the officer 

could take up with Government and await decision.   Time limit 

for decision could be sixty days. 

15) A budget review may be prepared at the close of every six months 

of the financial year i.e. before 30
th

 of September and 30
th

 of April 

and that review reports should be published as a public document 

and discussed at the Gram Sabha/Ward Sabha meetings in detail. 

 

*** 
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Chapter XIV 

Record of Selected Good Practices 

“When you meet someone better than you, turn your thoughts to emulate him” 

-Confucius 

  

14.1  Democratic decentralisation is often rendered dynamic through the slew of 

innovative practices it helps to promote.  The process of decentralisation in Kerala 

has triggered a number of innovative attempts which spans various sectors of 

development - agriculture, dairying, small scale industries, solid waste 

management, health, social sector, resource mobilization and so on. In most of the 

LGs the initiative began in one sector which developed its forward and backward 

linkages to other sectors with a synergestic growth.  During the last fifteen years 

Kerala witnessed several new initiatives some of them could be styled as best 

practices. We took stock of these attempts and tried to identify the factors that 

made these attempts sustainable. Besides field visits our major sources of 

information are studies conducted by researchers, Kerala Institute of Local 

Administration (KILA), State Planning Board and the Green Kerala Express
1
 

programme broadcasted by Doordarshan.  

 

Integrated Development at the LG Level 

 

14.2   Some of the illustrative cases that we provide in this chapter have contributed to 

integrated development at the local level. Even those that do not come up to such 

integrated dimension, they too have wider implications for local level 

development. Integrated development at the local level envisages a balanced 

development of various sectors of the local economy encompassing the social, 

economic, ecological aspects within the institutional framework and by co-

ordinating actions across sectors and spheres of government.  Economic 

development at the local level has witnessed a number of such sustainable 

attempts. The Commission did not make a detailed analysis of each such case. We 

document some attempts based on the secondary sources of information 

                                                
1
 Green Kerala Express is the first ever social reality show broadcasted by any channel. This was jointly 

produced by Doordarshan, Centre for Imaging Technology and Suchithwa Mission in which 140 LGs 

participated.  
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supplemented by field visits. The cases of integrated development presented in 

this chapter are mostly those which attracted high ranking  in the social reality 

show ‘Green Kerala Express’.  The first three positions were secured by Elappully 

GP (Palakkad), Akathethara GP (Palakkad) and Adat GP (Thrissur) respectively.  

 

(1)    Elappully GP:  

14.3  Elappully GP commence its initiative within the dairy sector. This is a panchayat 

charaterised by high dependence on agriculture especially paddy for livelihood. 

Paddy cultivation faced serious hardships due to high cost of cultivation, low 

productivity and low returns.   The panchayat decided to extent a helping hand to 

paddy farmers by developing dairy sector to tide over the situation. Moreover 

dairying is complementary to paddy and other agricultural products.  The 

panchayat assisted the setting up of 623 dairy units each having two cows. Out of 

this 270 belonged to Scheduled Caste families and 70 were Kudumbasree units – 

all of them poor families by any reckoning. To facilitate dairying in the area the 

panchayat also began fodder cultivation in 50 acres of land and tremendously 

improved the facilities to cope with the increased demand for veterinary services. 

School children were also roped in to participate in the development of their 

panchayat through the cultivation of two acres of fodder cultivation.  Insurance 

coverage was also provided out of panchayats own fund.  Dairying flourished with 

its complementary effect on paddy cultivation. From an initial 1830 hectares it 

spread to 1870 hectares. No land was left fallow. The paddy farmers were assisted 

with subsidy of Rs.15 lakh for fertilisers and manures and for  sowing and 

harvesting machines which helped mechanisation of farming activities. The 

irrigation canal was cleaned which has improved irrigation facilities. Paddy 

cultivation became a profitable proposition in Elappully. Thus the panchayat 

moved, if we may say so towards an era of food security.  

 

14.4   Marketable surplus of milk was supplied to other houses and local hotels in the 

area. Soon the panchayat ventured into value addition of milk under their own 

brand name. The number of dairy farmers too doubled from 1400 to 2800 in a 

short span of two years.  
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14.5  The panchayat tried to create employment opportunities by integrating Centrally 

Sponsored Scheme (CSS) MGNREGS with watershed development and prepared 

an Employment Calendar for the benefit of labourers by alternating work related 

to paddy and MGNREGS. Work is scheduled in such a way that work is ensured 

all round the year. Other activities which brought distinction to the panchayat are 

‘Sthree Padavi Padanam’ (Study of Status of Women), effectiveness of 

Kudumbasree in improving the social and economic profile of women, 

introduction of ‘Jagratha Samiti’ action plan for ensuring quality of education of 

poor children which included setting up of ‘Padana Veedu’ (A Study Home) 

where the children can assemble after school hours to study lessons who will be 

helped by learned teachers in the area, ensuring 24 x7 availability of drinking 

water facility, well functioning Anganawadies, ‘Pakal Veedu’ (Day Care Home) 

for geriatric care and so on. Efficiency in the execution of the health-related 

activities by Community Health Centre (CHC) is worth mentioning. The CHC has 

volunteers from every ward who formed ‘Dhrutha Karma Sena’ (Rapid Action 

Force) along with the field staff and doctors of CHC to create health awareness, 

preventive measures against monsoon diseases, general health maintenance and 

the like. Health Insurance Card is distributed to all which helped to protect them 

against burgeoning medical expenses.  

 

14.6  From the above description it is evident that there had been an integrated 

development of all economic and social sectors in the panchayat which of course 

was triggered by dairy sector development. We have tried to identify the factors 

that contributed to the success of Elappully as a development model. They are (a) 

Committed leadership who could chalk out a plan for the development of the 

panchayat and dutifully adhered to the programmes chalked out. (b) Successful 

convergence of various State Sponsored and CSS schemes to suit the needs of the 

panchayat so that resource crunch did not pose a hurdle to development and (c) 

effective coordination of various development departments and agencies in the 

panchayat  

 

(2) Akathethara GP:  

14.7  Akathethara Panchayat is located in the ecologically sensitive Western Ghats. One 

of the longest forest-passes in the world popularly known as ‘Palakkad Gap’, or 
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corridor which has implications for commercial, climatic and cultural exchanges 

of the district with the state and with the rest of the country, is situated in the 

panchayat. Deforestation of the pass and the Ghats which can tilt the environment 

against not just the panchayat but the state itself was countered by the efforts of 

the panchayat. The panchayat launched a programme to reverse the deforestation 

and degradation of environment by planting one lakh saplings in the gap. The 

programme christened ‘Green the Gap’ was launched on June 5
th

 2009 the World 

Environment Day. It was reported by the Forest Department that 90 percent of the 

saplings survived proving the sincerity of the organisers. During 2010 the 

panchayat planted another 25000 saplings and brought in private lands also into 

the reforestation programme. Bamboo was planted in 25 acres of land reclaimed 

near Kalpathy from encroachers under CSS Hariyali Scheme. Thus Akathethara 

showcases a story of grassroot level initiative in the restoration of ecological 

balance of the state.  Another CSS which has been successfully combined with the 

programme is Mahatma Gandhi National Rural Employment Programme 

(MGNREGS).  

 

14.8  Akathethara GP is basically an agrarian economy. Sustainable development of the 

panchayat lies in building and sustaining her agricultural economy. As in any 

other part of the state the agrarian economy was receding due to the relative 

unprofitability of the sector especially paddy cultivation. The panchayat 

intervened to reverse the trend by watershed development programme involving 

‘Padashekhara Samities’ and ‘Karshaka Samitis’ under the supervision of 

Akathethara Integrated Watershed Council. Agro-Clinics were set up by the 

panchayat to give necessary advice to the farmers on improving productivity 

through the use of more scientific methods and  mechanisation where required. A 

‘Labour Bank’ was formed to counter labour shortages at various stages of 

farming. The productivity increased from 3000 Kg per hectare to 4200 kg per 

hectare. Vegetable cultivation and floriculture also flourished along Malampuzha 

canal in the panchayat. Solid waste is recycled into vermi-compost used for 

cultivation. Solid waste management is done with the help of 145 Kudumbasree 

units in the panchayat. Complementary to paddy cultivation dairy sector 

development was undertaken by the panchayat. Milch animals were distributed to 

selected households. Measures like fodder cultivation within the panchayat, all 
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kinds of veterinary assistance, conduct of frequent veterinary camps in remote 

areas of panchayats, calf protection programmes, house to house visit by 

veterinary doctor, infertility treatments etc increased the milk production in the 

area and provided a supplementary source of income to the people.  

 

14.9  Yet another noteworthy feature is the efficiency of ‘Front office’ of the panchayat 

which disposes of needs and grievances of the public at the fastest possible pace. 

It has fully digitised information base and that helps efficient functioning. The 

people can submit applications and petitions online and get certificates without 

any delay. The touch screen facility offered in the front office for the benefit of 

the public reduces hassles. The panchayat roped in the services of the local NSS 

Engineering College in the process.  

 

14.10 Panchayat successfully implemented many social welfare schemes. It formed 

‘Senior Citizens Club’ to make it a senior-citizens friendly village ‘Vayojana 

Souhrutha Gramam’. Under the ‘Ashraya’ scheme terminally ill patients are given 

health care. It has formulated an Old Age Policy and action plan for the senior 

citizens.     

 

14.11  The Health Centre in the panchayat pays special attention in preventing the 

outbreak of monsoon diseases by creating health awareness and taking preventive 

measures, conducting immunity clinics etc. The panchayat took care in ensuring 

quality of education by paying special attention to students who are backward in 

studies. Retired hands and teachers formed ‘Panchayat Vidyabhyasa Samiti’ a 

Panchayat Education committee for this purpose. Safe drinking water, electricity, 

housing schemes, houses for SC population etc are ensured by the panchayat.  

 

14.12  The panchayat also publishes citizens charter every year and distributed it to every 

household.  

 

14.13  Kudumbasree units in the panchayat have about 15 self employment schemes 

which provide employment to unemployed women.  Jagrada Samitis a vital 

instrument for women empowerment are working efficiently in the panchayat.  
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14.14  It is to be noted that the panchayat mobilised resources from every possible source 

notably from NABARD, CSS etc to finance the projects undertaken by it.    

 

14.15  In brief it is the integrated approach that lends strength, sustainability and 

dynamism for local development in the panchayat.  

 

(3)Adat GP:  

14.16  Adat panchayat in Thrissur district has already made its mark in the trajectory of 

decentralised governance. It won state Government’s Swaraj Trophy for the 

Best GP eight times, Union Governments Nirmal Puraskar Trophy, and the 

Ground Water Augmentation award. Organic cultivation, afforestation and 

sanitation are the flagships of Adat GP. The panchayat also embarked on a 

mission to provide safe food and clean water to the people. The panchayat is 

endowed with Kole-lands suitable for paddy cultivation. In the wake of 

mechanisation of agriculture the farmers shifted over from traditional cultivation 

to a package of practices which consumed huge dose of chemical fertilizers and 

pesticides which contaminated the Kole-land water and the water in and around 

the panchayat. Primary agricultural society in the panchayat namely Adat Farmers 

Service Co-operative society steered the shift over to organic cultivation in the 

3000 acres of Kole land and started off with intense sensitisation and training to 

farmers in organic farming. The farmers of 350 acres of Kole land shifted to 

organic farming. Paddy is procured by the co-operative Society at the price 

equivalent to that offered by Civil Supplies Corporation. It is important to note 

that the Panchayat is not receiving any subsidy from any agency on this account. 

The processing of the paddy was done at the panchayat itself by Kudumbasree 

units – thus providing employment while  eliminating middlemen. Marketing was 

done by the panchayat under the brand name ‘Adat Rice’. This was followed by 

coconut cultivation on similar lines. Kudumbasree units in the panchayat are 

running the coconut processing unit ‘Priyadarshini Kerasree Unit’ and has its own 

brand of coconut oil catering to the local market. To facilitate organic production 

solid waste is collected at source and segregated and converted to vermi compost. 

This is a process in which the Kudumbasree units are actively involved. Poultry 

and dairying (milch animals and poultry distributed by the panchayat) provided 

supplementary source of income to farming households 
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14.17  The provision of clean drinking water to this area buffeted by saline intrusion and 

iron content posed the biggest threat. The panchayat started iron treatment plant in 

2005 and participatory water supply project with beneficiary involvement 

immediately after.  

 

14.18  Adat panchayat initiated projects in health care with the help of CHC and 7 sub 

centres. Diabetic clinic, distribution of health insurance cards and so on, ensured 

better health to the general public. There are 14 field staff who tried to create 

awareness on monsoon diseases and, pre-monsoon cleaning of the places so that 

mosquito breeding is reduced significantly. The panchayat has ‘Druthakarma Sena 

or Rapid Action Force to attend to take health related works. Geriatric care centre 

‘Pakal Veedu’ is visited fortnightly by doctors and medicines distributed to the old 

poor patients.  

 

14.19  The panchayat prepared action plan for improving quality of education, instituted 

‘Samatha Padana Veedu” for children to sit and study after school hours with the 

cost of tuition, refreshments etc borne fully by the panchayat.  

 

14.20  The MGNREGS is effectively implemented and incorporated into the overall 

development programmes of the panchayat especially its watershed development. 

The panchayat prepared ‘Thozhilurappu Calendar (Calendar which ensured 

employment to all those who registered with the panchayat). The labourers were 

assured jobs round the year alternating MGNREGS works with other jobs 

available in the panchayat.  

 

14.21  We have outlined three illustrative cases of integrated development. In what 

follows we mention a few sectoral cases which also tell strong messages and 

emulative examples. Putting each of these cases into watertight sectoral 

compartments is not practical. In most of these LGs growth in a single sector had 

a cascading effect on other sectors.  
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Interventions in commodity producing sectors 

 

14.22  One of the early attempts in the commodity producing sectors at the onset of 

decentralised planning in the state is the participatory initiative in vegetable 

cultivation by Kanjikkuzhy panchayat in Alappuzha district. Agricultural situation 

in the panchayat during the early 1990s was characterised by deterioration and 

stagnation. The scenario was one of low productivity, shift towards less labour-

intensive crops and progressive decline in agricultural income of household 

economies. In such a scenario panchayat searched for an appropriate intervention 

strategy and decided on vegetable cultivation involving around 6000 households. 

A three-tier organisational set up with representation to all major interest groups 

were set up to implement the programme. Panchayat level committee was set up 

with panchayat president as chairman and agricultural officer and panchayat 

secretary as convenors. The committee consisted of ward members, experienced 

farmers and representatives of political parties, farmers associations and cultural 

organisations. Below that were the ward level committees and neighbourhood 

groups. The ward level committee which included well known vegetable 

cultivators, representatives of political parties, social workers, officials, and 

cultural workers took up the task of supervision and implementation. Under each 

ward level committee there were 8 to 10 squads with 2 leaders each in charge of 

neighbourhood group. Neighbourhood group consisted of around adjacent 50 

participant households. The tasks assigned to the squads were conscientisation of 

the programme, distribution of fertilisers, explaining cultural practices and 

assisting the participant households in cultivation and constant monitoring of the 

programme. Dates were fixed for distribution of seeds, sowing and harvesting and 

were celebrated with great enthusiasm. Though the first attempt could not be 

considered as a profitable venture in the strict economic sense of the term but 

taking into account the sense of fulfilment and well being felt by the households 

this was of quite significance. Benefits were mostly intangible- better quality 

vegetables, increased consumption of vegetables, reduction on dependence on 

market and so on. The gross area under cultivation which works out to an 

incremental area of 1.79 cents per household.  However there were initial teething 

troubles like absence of avenues for marketing product surplus, crop loss, lack of 
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fertility of soil, scarcity of water etc. The programme continued in the years 

followed overcoming hitches and hurdles with determination
2
.  

 

14.23  The success story ignited the ambitions of neighbouring panchayats who then went 

on to excel in their own chosen spheres of agricultural initiatives. Both 

Kanjikkuzhy and its neighbour Mararikulam North Panchyat, achieved self-

sufficiency in vegetable cultivation. Mararikulam North Panchayat became the 

first panchayt in the country to declare benchmark (floor) prices for 19 

varieties of organically cultivated vegetables ensuring a minimum return to 

the farmers. The major factors that contributed to the success of the programme 

are:  

• the whole process was supported by a strong tail wind of previous agricultural 

experience. The programme successfully adapted the cultivation practices that 

have evolved over time,  

• suitability of the technology to the resource endowment,  

• leadership seems to be one of the most important catalistic forces behind the 

elicitation of participation. It was an example in which bureaucrats, political 

leaderships irrespective of their own politics, and grass root leaders profitably 

combined and co-operated  

• role played by Krishibhavan in conceiving and providing technical assistance to 

producers and  

• the wide publicity the experiment received contributed to strengthening their 

pride and local enthusiasm.  

 

14.24  Successful interventions in agricultural sector happened in several other local 

governments. Elavally panchayat in Thrissur district brought back 300 acres of 

uncultivated wet land (of which 10 acres were sand mined) back to cultivation in a 

period of three years. The panchayat attempted integrated development of various 

sectors of local economy and strengthened forward and backward linkages. The 

panchayat identified their major hurdles as relative unprofitability of paddy lands, 

scarcity of labourers, lack of electrification and the like.  The panchayat responded 

to these problems with mechanisation of sowing and harvesting, electrification of 

                                                
2 Some of these ideas are taken from Shaheena P. (1997) and Thomas Isaac T.M. (2008) 
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every nook and corner of the panchayat and installing pump sets and digging 

canals. In the wet lands paddy cultivation was rotated with vegetable cultivation. 

Coconut cultivation was given a boost through the coconut cluster project of the 

higher tiers of LG viz the block and district panchayat. Bio fertilisers were 

distributed and irrigation wells at subisidised rates were provided to the farmers. 

The panchayat diversified into banana cultivation on commercial basis, 

floriculture and epiculture. It is to be noted that panchayat realised the importance 

of value addition at the local level itself to reap the benefits of high price for such 

products. A new brand of ‘Aiswarya farm fresh’ rice variety processed as a 

Kudumbashree venture ensured reasonable returns to farmers. ‘Amrutham’ is 

another brand name developed by the panchayat for other rice based value added 

products. To eliminate the presence of middlemen ‘Oruma Vipanana 

Kendram’(United Marketing Centre) was constructed by the panchayat. The 

Elavally experience is an example of successful integration of various State 

and Centrally Sponsored Schemes. 

 

14.25  Another case is the integration of watershed development programme with 

MGNREGS and local wet land cultivation which played a large part in bringing 

405 acres under banana back to paddy cultivation in Meppadi panchayat in 

Wayanad district. The ‘padasekharams’ were provided with thresher, pump set, 

seeds and fertilisers by the panchayat. The Kudumbasree also has been making an 

all out effort to re-establish the once flourishing paddy cultivation by taking land 

on lease from land owners who are not interested in venturing into cultivation 

themselves. 

 

14.26  Edarikkode in Malappuram district is another case, a Panchayat that brought 

about 100 acres of arid land under paddy cultivation. The strong support offered 

by the panchayat in a meeting of the farmers of the panchayat triggered the 

process as a group farming exercise. The first step was to reorganise four 

padashekarams of the panchayat. A campaign ‘Karshakane ariyuka Krishiye 

Rakshikkuka’ –Know The Famer And Save Agriculture- was launched to create an 

all round awareness and encouragement. The farmers were given an assistance of 

Rs.2000 by the Krishi bhavan apart from seeds and fertilisers supplied freely by 

panchayat. It is also to be noted that all the crops were insured mitigating the fear 
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of loss among the farmers which gave an incentive to the farmers to start 

cultivation. The sowing and harvesting days were celebrated with pomp and 

splendour by the localities. Lessons offered by the panchayat are (a) to ensure the 

participation of every section of the society and (b) to ensure the participation of 

all political leaders keeping aside their political differences and partisan loyalties. 

 

14.27  Chapparappadavu panchayat which made a name for itself during the early 

years of decentralisation in the state because of the people’s bridge built across the 

Chapparappadavu river which stands out as an evidence of participatory 

development in the panchayat. The panchayat in later years took up the challenge 

of improving the agricultural sector through an innovative step of involving 

school children and their parents in vegetable cultivation, a programme ‘ente 

pachakkari thottam’ – My Vegetable Garden- launched in 2008-09. During 2009-

10 the panchayat focussed on plantain production ‘ente vazhathottam’ – (My 

Banana Garden) . The programme involved distribution of two saplings each to 

7500 households in the panchayat and one sapling to 4017 students from 11 

schools. Vegetable seed kits were distributed to kids from 3000 households. It is 

estimated that the production per household is around three kgs. The panchayat 

also conducted a market fair during the Onam season displaying exclusively their 

own products in the market. This contributed to awareness building.  

 

14.28  Many GPs integrated MGNREGS with agricultural development programmes. 

Puthusseri Gram Panchayat in Palakkad district prepared employment 

calendar to increase the depth of parayeri kulam – ( a pond in the local area) and 

providing with shutter and irrigation facilities. Thus they could bring back 72 

hectares of land. Narikkuni in 2007-08 brought under cultivation was additional 3 

hectares. In 2008-09 another 7 hectares strengthening padasekharams by 

combining MGNREGS with the programme. Integration of MGNREGS with 

agricultural activities could be seen in the case of Vengad panchayat also.  The 

programme helped farmers to adopt more scientific methods of cultivation 

through strengthening of padasekharams and extended vegetable cultivation and 

produced 100 tonnes of vegetables.  
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MGNREGS and GPs 

 

14.29  National Rural Employment Guarantee Scheme (NREGS) launched by the 

Government of India in 2005 was renamed Mahatma Gandhi  National Rural 

Employment Guarantee Scheme (MGNREGS) on October 2
nd

 2009. Primary 

objective of the programme is the enhancement of livelihood security by 

providing employment for a minimum of 100 days to unskilled labourers in the 

rural areas. Kerala faced some constraints initially in implementing the scheme 

chalked out on all India pattern. Scarcity of public land, limited scope for the 

programme in coastal areas and plantation areas, difficulties in involving the ST 

population in MGNREGS etc posed difficulties in implementation. However the 

GPs of Kerala tuned the provisions of the MGNREGS in their favour and 

integrated the programme for the development of their areas. The works taken up 

were mostly in water conservation, water harvesting, minor irrigation works etc.  

A number of GPs integrated it with the watershed development. The uniqueness 

of MGNREGS in Kerala is that it is mainly the women folk who registered 

themselves with the programme and received employment.  

 

14.30  Wayanad district was selected for the implementation of MGNREGS in the first 

phase (2006-07) by the GoI. The district was once notorious for farmer suicides 

and deterioration of the agricultural sector. Allotment of work on the basis of an 

agricultural calendar to revive the sector on the verge of disaster makes the 

attempt of Edavaka GP unique from the rest. The answer that came up in the 

Grama Sabha as a panacea for the vulnerable sections is the preparation of 

Agricultural Calendar for the entire panchayat. After several rounds of discussions 

action plan was formulated. Activities for every month from April to March were 

listed out and the number of labour days of employment needed for each activity 

was assessed and work was given to all those who registered in the MGNREGS 

programme. In 2006-07, 3952 cards were distributed of which 2209 requested for 

work and all of them were given employment. Thus the distribution of labourers 

on the basis of a work programme based on the agricultural calendar could solve 

the problem of non-availability of workers for agricultural purposes and revitalize 

the agriculture sector of the panchayat. 
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14.31  Madikai GP in Kasaragode district, which received national acclaim for its 

watershed development, utilized the MGNREGS for mapping the resources of the 

panchayats, divided into 17 minor watersheds. The panchayat also resorted to 

water harvesting with MGNREGS labour force. As mentioned earlier Puthusseri 

GP in Palakkad District utilized the MGNREGS to renovate public pond 

(parayeri kulam) which brought back 72 acres of land under cultivation. 

Badiyadukka GP in Kasaragode district constructed 54 bunds to improve water 

level in the area and improved drinking water availability and irrigation facilities. 

In Ajanoor GP of Kasaragode the Grama Sabha took the decision to work out an 

action plan for renovating the canals and streams (neerchalukal) to revive 60 acres 

of wet land cultivation. The work was allotted to Kudumbasree members under 

the MGNREGS. Kodumbu GP in Palakkad District also took up the task of 

cleaning public pond for improving drinking water availability and water for 

cultivation. The GP could bring back 100 acres of land to cultivation. The 

measure could rejuvenate animal husbandry and other related activities. Pulapalli, 

East Eleri, Vadakkancherry and Nedungandam GPs also tried to integrate 

MGNREGS with the development activities in their respective jurisdiction. 

Poothadi GP in Wayanad often faced threats from wild animals that destroyed 

cultivation and posed threat to human life in the area. The panchayat dug 

percolation trench with the fund received from MGNREGS to save agriculture 

and residents. The above measure had an added advantage that it reduced to a 

considerable degree the problem of soil erosion. The GP identified different 

varieties of indigenous mango trees facing threat of extinction and planted 7000 

trees in every nook and corner of the panchayat.  

 

14.32  Meppadi GP in Wayanad reclaimed 405 acres of paddy land converted for 

garden land (banana) cultivation. The economy of Meppadi depended to a large 

extent on plantation sector. The stagnation of plantation sector adversely affected 

life in GP and left the labour class unemployed. The decision of the GP to revive 

paddy cultivation in the state and rejuvenate life was whole heartedly welcomed 

by the people. Registration for MGNREGS was started in 2006 February and 

4660 households registered by 2007 March. Till March 31 28517 labour days of 

employment was created through 93 activities and the labourers received Rs.35, 

45,492.    
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Interventions in Health sector 

14.33  The transfer of all health care centres from Primary Health Centre to District 

Hospitals to LGs in Kerala, has given them immense opportunities to intervene in 

health sector with peoples participation. Many LGs have tried to improve the 

infrastructural facilities in health centres and hospitals, improve services provided, 

prevent the onslaught of epidemics and so on.  

 

14.34  Muhamma panchayat in Alappuzha district provides a case of comprehensive 

development of health sector in the panchayat. The panchayat received Health 

and cleanliness award from the President of India. Right from the inception 

of decentralised planning in the state, the GP intervened in the health sector 

with a long term perspective. The development of basic infrastructural 

facilities was aimed at in the beginning besides emphasising on mental health, 

prevention of life style diseases, and prevention of epidemics. The following 

activities show the strides the panchayats achieved in improving health care over a 

decade and a half. 

• In 1998 the GP established a counselling centre.  

• The panchayat also set up a permanent health committee of 20 volunteers with the 

help of MSS and AWW to assist the GP during mass health actions like  Pulse 

Polio and Filaria Removal Programme .  

• Health committees were organised at the ward level with Junior Health Inspector 

and Junior Public Health Nurse as conveners who met once a month to discuss 

health problems in their respective areas and find solutions.  

• The panchayat formulated a ‘Samagra Arogya Padhathi’ (comprehensive health 

project) in 2003. As part of the programme BP clinics were set up, growth 

assessment of children attending anganawadis and emphasis was laid on supplying 

nutritious food to the children.  

• In 2003 the GP concentrated on creating awareness and removing filaria for which 

they formulated Filaria Eradication Programme. Awareness was created and 

medical camps were conducted.  

• A project christened Mukthi was formulated to eradicate and treat communicable 

diseases.  Medical camps for over all check ups, Cancer Camp, Cataract 
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identification camps were conducted. The panchayat is the first cataract free 

panchayat in the State 

• Comprehensive health survey was conducted in 2001, 2004 and 2006 

• In 2006 with great effort the GP fought Chikun gunya.  

• A Model ward was set up (ward 2). All houses in the ward were requested to 

separate waste and use bio-waste as manure and plastic waste was segregated and 

used for tarring purposes. All houses were kept clean. Eco-friendly hibiscus plants 

were used for fencing. All houses who observe the above continuously are given 

the status of ‘Model House’. The programme was extended to other wards also.  

• In 2007 the panchayat started Palliative care units.  

• In 2009 the GP conducted awareness on health hazards of smoking 

• In 2010 the GP organised Idis mosquito survey and mice eradication survey 

through Kudumbasree 

• The GP also made a Comprehensive Health Programme based on the past 

experience for the days to come.    

 

14.35  Thanalur GP in Malappuram District has also made mark in the health sector 

development in the panchayat. With the objective of improving the overall health 

of the people which will set a model to the entire state the panchayat devised 

‘Janakeeya arogya padhathi’- Peoples Health Programme. The first step was to 

conduct a health survey to identify the health problems of the people. A group of 

local health volunteers formed ‘Local Health Activists’ under whose guidance 

health awareness (including children) was created. Awareness was created on 

cleanliness, breast feeding, immunisation, raising the marriage age of girls, need 

for undergoing timely antenatal checkups, family welfare, reproductive health, 

geriatric health and the like. Other activities included distribution of free 

medicines, medical camps on life style diseases, yoga training, control of 

epidemics etc. The GP also prepared a comprehensive health calendar.  

 

14.36  Kanjikkuzhy panchayat in Idukki district also made its place in the health map 

through their well planned interventions. The activities included distribution of 

free meals to poor patients, prevention of monsoon associated diseases, setting up 
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of palliative care units, provision of ambulance services to every nook and corner 

of GP etc.  

 

14.37  Many in Kinanur Karinthalam GP succumbed to cancer which opened the eyes 

of the panchayat to fight against the deadly disease. Free treatment of poor 

patients, provide medical and palliative care to all needy ones and care of the 

family members of bed ridden patients were the objective of the programme. GP, 

PHC, Palliative care society took leadership of all health associated programmes 

in the panchayat. The Kudumbasree volunteers were also incorporated into the 

development of health in the panchayat.  

 

14.38  To identify poor old patients in Chungathara GP a survey was conducted in the 

panchayat with the help of volunteers, kudumbasree workers, and ASHA 

volunteers. The panchayat with the help of NRHM and PHC representatives 

and other volunteers takes care of more the 400 patients a day. The 

volunteers visit the house of bed ridden patients and offers all medical help 

needed. GP built ‘Pakal Veedu’- home for the care of patients ,challenged 

mentally and physically by polio, stroke etc. Every Friday such people are brought 

to a convent in the panchayat which provides them a space to open up and mingle 

with each other who face similar problems. The patients who are able to do some 

work are given training in handicrafts.  

 

Waste Management 

 

14.39 Solid waste management is the responsibility of LGs right from the beginning. 

Kozhikkode Corporation was known for efficient disposal of waste through 

transformation into compost which in turn was used for cultivation purposes. 

However arrival of plastics changed the scenario. The mix of plastic contents in 

waste contaminated compost and soil and the farmers refrained from using it. 

Subsequently waste materials started accumulating and the corporation was 

compelled to stop the collection of 200 tonnes of daily waste. Soon environmental 

issues were raised. Water and air pollution made life in Njeliyanparambu difficult 

and people were driven to agitations. During 2003 the corporation and Kerala 

State Pollution Control Board started a model project ‘Rehabilitation and 

Modernisation of Solid waste Management System which was sanctioned by 
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Central Forest and Environment Ministry. Resources for the same was mobilised 

from Central Forest and Environment Ministry and Kerala Pollution Control 

Board and Corporation. The collection of waste was entrusted to 

‘Kudumbasree’units. For this purpose DWCUA of Swarna Jayanti Rozgar Yojana 

was utilised. The groups bought two autorickshaws and other equipments. The 

beneficiary contribution of each group was Rs.12500 and rest Rs. 2.3 lakh was 

met through loans from banks. This is a programme in which Corporation, CDS, 

NHGs, ADS, the public, businessmen, health department, and government 

departments co-operated and co-ordinated whole heartedly.  

    

14.40  When waste disposal became a problem the Kuravilangad panchayat in Kottaym 

Dsitrict decided to setup a bio waste disposal plant in November 2006. The 

panchayat decided to go in for a decentralised system of waste disposal along with 

treatment of bio waste. Panchayat arranged for the collection of waste including 

market waste which got treated at bio waste plant which produced bio-gas which 

in turn was used to light streetlights. The outcome was an electricity generation 

unit. The unit now lights 100 CFL lamps. The plant receives daily 250 kgs of 

waste. It is claimed that it has a cascading effect on health as it led to a reduction 

in the reported cases of fever and other contagious diseases widespread in Kerala 

in recent years. The panchayat won Nirmal Gram Puraskar in 2009 for 

implementation of sustainable total-sanitation projects.    

 

14.41  Koratty panchayat in Thrissur district installed 535 bio-gas plants in houses in 

collaboration with implementing agency. The solid waste in the houses is used for 

the purpose.  

 

Women Empowerment  

14.42  Along with 73
rd

/74
th

 Constitutional Amendments and introduction of decentralised 

planning in the state, with the objective of empowering women and thereby 

reducing poverty ‘Kudumbasree Mission’- Neighbourhood groups (NHGs) of 

women federated to Area Development Societies (ADS) at the ward level and 

further to Community Development Societies (CDS) at LG levels- was formed. It 

is now responsible for economic and social emancipation of women. The Mission 

has played a dominant role in women empowerment and poverty alleviation in 
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Kerala.   The state boasts of 1.94 lakh NHGs, 17000 ADSs and 1061 CDSs and 

cover nearly 3.7 million families at present. It is also functioning as nodal agency 

for many central poverty alleviation programmes.  The mission is actively 

involved in the productive sector and value additions that around 150 products of 

Kudumbasree units adorn the market. In service sector, promotion of micro 

enterprises, solid waste management, meter reading for water authority, apparel 

parks etc are important areas in which they are actively involved. ‘Ashraya’ a 

project for the welfare of the poorest of the poor destitutes is implemented through 

‘Kudumbasree’.  

 

14.43  Urban LG of Muvattupuzha unveils the saga of rehabilitation of 500 sex workers.  

The initiative taken by the municipal authorities with the co-ordinated effort from 

the State Aids Control Society and Kudumbasree Mission has achieved its 

objective of rehabilitation of sex workers who were unorganised outcasts in the 

society. The SACS and NGOs identified sex workers conscientised them on the 

need for better life and profession. It is in this context that the municipality 

intervened. Municipality with the help of Kudumbasree Mission organised 50 

units of women and employed them in the collection of solid waste and washing 

of clothes from hospitals. The LG arranged for the purchase of all necessary 

equipments needed.  Laundry unit was established with loan from Banks and 

Kudumbasree Mission. The programme was mutually beneficial to the women’s 

groups as well as for the of municipality.  

 

Other Sectors 

14.44  Social Auditing: Vellamunada panchayat in Wayanad district is the first 

panchayat in the country which successfully completed social auditing to ensure 

transparency and efficiency. Widespread people’s participation, sincere 

involvement of bureaucracy and civil society, commitment of local government 

together contributed to the emergence of the panchayat as a model for the country. 

In 2007 in a panchayat level meeting in which representatives of  GPs and experts 

participated, a time schedule was chosen for the various steps involved in the 

realisation of the objectives of the social audit. An audit team with representatives 

of political parties, NGOs, block programme officers, and experts was chosen and 

given training. The residents and prospective beneficiaries were informed of the 
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objectives and process of social auditing through distribution of notices. In the 

subsequent days the team visited various sites where the programme was 

implemented and prepared report. The committee scrutinised job cards register, 

work registers, muster rolls, site diary, wage list submitted to banks, ADS records, 

bills and vouchers, monitoring committee reports, and minutes.  Special GSs were 

convened for the purpose. GS ensured maximum and sincere participation of the 

people and it is to be noted that not a single case of fraud was pointed out. 

Moreover the entire process was successful in creating a notion among the 

people that work is their right and not benevolence from the higher 

authorities. 

 

14.45  GPs and Interventions in Education of Weak and Marginalised: Vellamunda 

panchayat faced sharp decline in school dropout rate mainly among their tribal 

children. Lack of transport facilities to far off schools posed a major hurdle. Many 

of them had to walk as much as 15 miles a day to reach schools. The panchayat 

intervened and hired five jeeps and launched its own transport service to ferry the 

children to and from schools. In addition, the children from this marginalised 

section were provided with free breakfast and noon meal apart from distribution of 

school bags, books and uniforms. The above measures kept the children in schools 

and drop out rates reduced considerably.  To improve the learning standards of the 

children, the panchayat set up six study homes (Padana Veedu) to provide free 

tuition to tribal children.  

 

14.46  GPs and Tourism: The growing opportunities in Tourism was utilised by the GPs 

for achieving faster local economic development. A successful such attempt is 

offered by Kumbalangi GP of Ernakulam District. Kumbalangi is a small island 

endowed with scenic beauty 11 km away from Cochin. The panchayat is one 

among the 31 areas chosen by the Endogenous Tourism Project launched jointly 

by UNDP and Tourism Department of Union Government. The opportunity was 

well tapped by the panchayat. The panchayat, UNDP, Fisheries Department, 

KSEB, CPWD, BRDC, Bio tech and Central Government jointly worked to make 

it a success. The GP was successful in incorporating the public and Kudumbasree 

for making it a grand success. The strategy was to develop all basic infrastructures 

like total sanitation, waste management, walk ways, boat jetty, gate way, 
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streetlights, mangroves, sign boards, roads and home stays spending Rs150 lakh. 

Integration of various schemes and agencies paved the way for success.     

 

14.47   We have narrated only a few of the well known initiatives undertaken by the local 

governments which have attracted recognition in one way or other.  There are 

several stories that could have been mentioned, but left out for want of space.  We 

have not recorded the several stories of failures because that obviously is not the 

focus of this Chapter.  An innovation gets moving when many factors like 

capability and leadership  of elected representatives, community pressure, need of 

the day, technical expertise and initiatives of transferred departmental officials, or 

agencies, and so on converge to produce striking results.  In many instances all 

these factors never come up in a bunch but get unfolded in the course of time.  

There is need to foster and promote any innovative initiative that snowballs into 

useful action programmes by agencies like the higher governments.  Presumably 

a research cell at the DPC level can make a lot of difference in catalysing or 

catapulting innovations. 

 

14.48  Recommendations 

    

1. SFC IV could not make independent analysis of the best practices in the LGs. 

Each LG in the state would have a success story to tell the world. There are 

lessons to be drawn from each such experience. Therefore it is recommended that 

Kerala Institute of Local Administration in collaboration with SIRDs to make 

analytical assessment of each of this experience in the state and document it for 

the benefit of other LGs. It is to be analysed whether the projects undertaken by 

the LGs are the reflections of felt needs at the grass root level. Documentation of 

national and international good practices may also be done and its adaptability in 

the context of Kerala analysed.  

2. This documented literature could form material for training of LG members and 

officials.  

3. Based on the analysis of the experience of each sector, some generalisations could 

be made and such lessons could be used to provide sectoral guidelines to the LGs 

in the development of these sectors. 
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4. Innovative programmes on sustainable development under taken by the LGs in 

each sector may be assessed by an independent group of experts and a special 

trophy given to three best practices every year. This would be in addition to the 

present Swaraj trophy given over to the best LGs for over all performance. 

5.  LGs which emerge as best practitioners at the state and district levels may be 

encouraged to take up action research programmes involving practitioners and 

researchers.  

6. LGs with proven best practices should be selected for field training of other LGs 

with suitable State support.  They can also make use of studies conducted by 

expert agencies on such important matters as Solid Waste Management, Rain 

Water Harvesting and the like.  The two studies which we have conducted are 

uploaded for use by the LGs. 

a. Strategy for solid waste management in local government in Kerala. 

b. Feasibility study on rain water harvesting with cost benefit aspects. 

*** 
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CHAPTER XV 

Towards Stable Institutionalisation 

“If winter should say’ Spring is in my heart’, who would believe winter”  

-Khalil Gibran  

 

15.1   Admittedly, the 73
rd

 and 74
th

 Constitutional amendments envisage a new era of 

decentralized governance. Kerala’s Peoples Plan Campaign was launched from 

August 1996 and went in for a ‘big bang’ decentralization.  Considerable 

responsibilities were devolved to the Local Governments after which only capacity 

was developed; huge funds were transferred and accountability systems structured 

thereafter; significant authority bestowed and operating systems designed 

subsequently.  Truly it has been learning by doing exercise.  Institutionalisation of the 

whole process is sine qua non for stabilization and sustainable progress. Against this 

background of what happened, the following phases of decentralization could be 

traced out.  

 

Experimentation phase (1995 to 1998) 

 

15.2   This was a period of fervent activity. Local planning was organized into a campaign 

mode appropriately called People’s Plan Campaign and consisted of several bold 

initiatives. Fiscal decentralisation and participatory planning methodology were the 

hall mark of this phase.   

 

Rectification phase (1998 to 2000) 

 

15.3   During this phase through a process of learning by doing and online troubleshooting 

mistakes which happened and errors of judgment were rectified and the key features 

of the participatory framework were designed.  
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Stabilisation Phase (2000 to 2003) 

 

15.4   Things started settling down during this phase and stability emerged.  Continuity was 

ensured in policy and practice after the elections to Local governments in 2000 and to 

the State Assembly in 2001.  With the core features of decentralization remaining in 

tact even after the change of Government in 2001, decentralization came to be 

perceived as irreversible.  

 

The continuing Institutionalisation phase (2003 onwards) 

  

15.5   After the big bang, decentralization had to be willy-nilly a carefully guided process 

with the basic objective of ensuring that things went off well and the developmental 

achievements of Kerala were not affected negatively.  It was a delicate task to do this 

without getting into control and direction, affecting the autonomy of local 

governments.  Through continuing reflections, consultations and feed back and 

through a system of quick and online response system in the form of Co-ordination 

Committee at the Governmental level headed by the Minister for Local Self 

Government with the Secretaries of key departments like Finance, Planning and 

SC/ST Development and related heads of departments as members, fully empowered 

to sort out all teething troubles after due examination and detailed deliberation, it has 

been ensured that decentralization struck roots and developed properly.   

 

15.6   At the same time, it has been realized that this kind of handholding is neither feasible 

nor desirable in the long run.  Pucca systems have to be put in place which could 

provide the proper framework for local government functioning.  The 

institutionalization phase got prolonged more than anticipated and there is need for 

urgent intervention.  
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What is Institutionalisation?  

15.7   Institutionalisation signifies the creation of a permanent framework for local 

government functioning in all aspects which protects local government freedoms and 

autonomy, which obviates the need for day to day governmental interventions and 

provides all that is required for effective, efficient, accountable and democratic local 

governance in respect of laws, procedures, systems, processes and expert advisories. 

Briefly this is the way towards evolving a regime of autonomous local government. 

For a variety of reasons, there is no escape from institutionalisation.    

 

15.8   Why Institutionalisation? 

- For the Panchayats and Municipalities to become genuine “institutions of local self 

government” knowing fully their “power and authority” and their freedoms and 

limits. 

 

- To reduce uncertainties while taking decisions, bring down transaction costs involved 

in clarifying doubts and seeking special permission from Government, removes 

unnecessary doubts leading to hardships to public and prevent wrong decisions 

leading to audit objections and resulting in hardships to staff and the Local 

Governments.  

 

- To improve capacity as there would be much greater precision and clarity on the 

basics of governance.  

 

15.9   Kerala has been a pioneer and a pathfinder in the post Constitutional amendment 

decentralization initiatives of the country.  The whole nation looks up to Kerala to 

cross the institutionalisation stage smoothly so that the lessons can be adapted easily 

and usefully.  
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Challenges in Institutionalisation. 

 

15.10  Institutionalisation is not a simple process.  It involves radical restructuring of existing 

systems and procedures and replacing them with modern, simple, appropriate and 

easy to use ones.   

 

15.11  In India, the deep structure of administrative operating systems has been designed for 

centralized governance.  There is not much of expertise or experience in developing 

such systems for decentralized governance.  While dismantling the past, one has to be 

careful not to leave gaps and spaces for misuse.  It is difficult to strike the proper 

balance between the canons of prudence and accountability and simplicity and people 

friendliness.  

 

15.12   The existing systems have features meant for bureaucratic control and not for 

democratic control.  To restructure the governance system making it suitable for 

participatory and democratic governance without losing basic features, related to 

integrity and consistency, is a major challenge.   

 

 

15.13  While Local Governments are certainly adept in understanding local development 

problems and even in responding to them with suitable solutions, their capacity in 

handling complex administrative operations is highly limited resulting in a dangerous 

disregard for following procedures, maintaining registers, developing and analyzing 

performance data and sending periodical reports to Government and other agencies.   

This capacity deficit has to be filled up without any delay. 

 

 

15.14  It appears that Government had taken decentralization as an opportunity for 

fundamental reforms of the administrative and governance systems incorporating the 

best and state-of- the-art elements of public administration.  Therefore, adhoc 

transitory systems were put in place which obviously resulted in need for frequent 
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changes to make them applicable to different, often unpredictable field situations.  

This has also introduced an element of uncertainty.   

 

15.15  Decentralization in Kerala involved transfer of functions and functionaries from 

different development departments to Local Governments.  Though there are over-

arching common systems and procedures, there are also substantial differences in 

administrative systems across departments.  To design systems applicable to all the 

official constituents  of a Local Government is quite difficult.  Kerala’s 

decentralisation is basically developmental.  Planning was used as the entry point to 

push decentralisation. Even though Kerala has succeeded in evolving a robust 

methodology of planning at the grassroots level and implementing such plans, it has 

not developed permanent systems for plan formulation even though over  fifteen 

years, strong core elements have evolved.  Local governments still look upto 

Government for guidelines on an yearly basis.  

 

15.16  Since the emphasis has been on planning, it is only natural that other aspects of local 

governance have not been much analysed.  This has introduced a certain element of 

skewness in Local Government functioning.  

 

15.17  Historically, Kerala is infamous for its hyper departmentalism. Though Local 

Governments are supposed to be the antidote for this, in practice, departmentalism 

and sectionalism survive perniciously in the local government system.  There is a 

palpable sense of non-belongingness in varying degrees across departments mostly 

due to psychological barriers often strengthened by negative signals from above.  

Probably, transformation from this stage into one of joined up functioning as an 

organic entity is probably the greatest challenge to institutionalization.   

 

Some Major Efforts initiated 

15.18  Government have initiated several efforts during the last decade and a half to 

institutionalise decentralization.  The important attempts are listed below.    
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(1) The key laws relating to local governments were amended to make them more 

appropriate for decentralized governance.  

(2) Important institutions like Ombudsman and Appellate Tribunal have become fully 

functional.  These have removed executive control almost completely and protected 

local governments from whimsical interferences by the executives. 

(3) Institutionalisation of fiscal decentralization is probably in the most advanced stage.  

Funds are devolved according to clear formulae resulting in zero discretion and 

absolute transparency.  The determination of devolution is rational, largely linked to 

a share of State’s own tax revenue and the fund flow is smooth.  

(4) Capacity building has been largely institutionalised with KILA assuming the central 

role and designing reasonably good training systems.  

(5) An important attempt at institutionalisation was made under the Decentralization 

Support Programme from 2004 till 2006.  The outputs of this programme are very 

useful in carrying institutionalization to its logical end.  

 

Institutionalisation Issues and The Way Ahead.  

 

15.19  Decentralisation in Kerala has been a home-grown process.  Over the last decade and 

more the State has been able to develop considerable practical experience in 

understanding the dynamics and requirements of decentralized governance.  Several 

efforts have been launched and are at different stages of progress.  It is significant to 

note that there is a vibrant platform of stakeholders representing local government, 

administrative, academic, civil society and political interests and surprisingly the core 

team has had a rare continuity.  This offers a chance for high quality 

institutionalization with a well thought out strategy to suit the peculiarities, 

sensitivities and strengths of the local situation.   

 

15.20  Against this background institutionalisation involves setting up systems, firming up 

processes and laying down procedures following the steps outlined below.  

 

Step 1 : Design outlines based on felt need and local expertise. 
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Step 2 : Get inputs from national level best practices in related fields. 

Step 3 : Get inputs on international best practices.  

Step 4 : Through intense consultations with key stakeholders finalize systems, processes   

              and procedures.  

Step 5 : Convert them into Rules and Manuals with appropriate linkages to the  

              legal framework.  

Step 6 : Train elected representatives and officials on the logic and details of the new  

               Operating systems.  

Step 7 : Guide a planned, handheld transition to the new operating systems.  

 

Areas For Institutionalisation 

 

15.21  Through extensive consultations with the stakeholders and based on the best 

judgement of participant observers of the decentralization experiment, the following 

areas are identified for institutionalisation.   

Legal:  

 

15.22  The Kerala Panchayat Raj Act and Kerala Municipality Act were amended in 1999 

based on the recommendations of the Sen Committee experience of the first three 

years of decentralization.  Now twelve more years have passed and it is time to revisit 

the Acts and suitably alter them as dictated by experience.  The Commission has 

identified the following broad areas for immediate attention.   

 

(1) The provisions relating to elections need to be rationalized to ensure that the whole 

process is smooth and efficient.  It must be made mandatory of Government to 

complete in all respects the re-drawing of boundaries of Local Governments at least 

one year before the general elections to Local Governments are due.   To motivate the 

performance of elected members, to ensure equity and to increase accountability, the 

rotation of reserved seats needs to be extended to once in two terms.  Further, 

delimitation of constituencies may be done once in 20 years as frequent 
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delimitation destroys the identity of the most critical participatory forums viz; 

the gram sabhas and ward sabhas.  

(2) The provisions relating to planning, both regulatory spatial planning and 

developmental socio economic planning are very week.  Also provisions related to 

implementation of such plans are also sketchy.  Particularly significant is the lack of 

clarity on the powers and functioning of the critical constitutional mechanism, the 

District Planning Committee.  All these need to be remedied.  

(3) There is lack of clarity on the relationship between Local Governments and the State 

Governments including parastatals performing functions assigned to Local 

Governments.  This has to be laid down clearly. 

(4) The roles and responsibilities of staff transferred to local governments and nuances of 

the relationship between elected members and office holders and permanent officials 

need to be set out in detail.  

(5) The accountability provisions are quite weak.  The liability of elected members and 

officials needs to be clearly spelt out.  Independent social audit has to be incorporated 

in the laws.  A Chapter on Fiscal Accountability has to be introduced.  The 

Commission has given the details in Chapter on Financial Management and Fiscal 

Accountability. 

(6) The Acts are weak on several matters relating to good governance and public service 

delivery.  This needs to be remedied.  

(7) People’s participation is the hall mark of Kerala’s decentralization.  Barring gram 

sabhas and ward sabhas, there are very few provisions relating to citizen participation 

in different areas of local governance.    

 

15.23  Recommendations 

 

1. There is an all round feeling that the traditional civic functions of Local Governments 

are weak after the big bang decentralization.  These provisions are set out in detail 

and need to be revisited and updated to make them in consonance with legislative 

advancements at the national level.   
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2. A priority item could be the enactment of an independent Public Health Act to replace 

Travancore-Cochin and Madras Public Health Acts which are still in vogue.  There 

are several regulatory powers of Local Governments.  These need to be clarified and 

elaborated.   

 

3. Though the Commission intended to draft the amendments, it could not do so 

for want of time.  Therefore, it recommends the setting up of a High Power 

Committee on the lines of the much appreciated Committee on Decentralization 

of Powers popularly known as the Sen Committee consisting of eminent political 

leaders preferably bi-partisan, activists, academicians and officials.  This 

Committee could also oversee the entire institutionalization process.  

 

Administrative: 

 

15.24  The administrative operating systems of local governments are very primitive 

especially at the Gram Panchayat level where it is essentially register based.  The 

Manual of Office Procedure which is supposed to be followed is not very effective in 

the local government context.  The office management systems are particularly weak.  

 

15.25  Personnel management is an important function of local governments. Since more 

than two-thirds of public service delivery, especially delivery of services meant for 

the bottom half of the population have been entrusted to local governments, effective 

personnel management, especially of professionals like Doctors, Veterinarians, 

Agricultural Officers and Officers of other development departments acquires special 

importance.  Experience shows that elected local governments have not been very 

successful in managing their staff efficiently.   

 

15.26  Recommendations  

 

(1) An Office Management Manual which is capable of being operationalised and 

monitored electronically may be designed for local governments.  The  Manual could 
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draw the best elements of the District Office Manual, the Manual followed in Central 

Government Offices,  also incorporating  systems prevalent in new generation public 

and private sector institutions.  

(2) A Manual of Personnel Management may be developed incorporating not only 

disciplinary rules and the Code of Conduct but also explaining well accepted 

techniques of human resource management and performance assessment.   

(3) Local Governments need to purchase different kinds of goods and some times even 

services to carry out their functions.  Now they are governed basically by the Stores 

Purchase Rules and executive instructions issued from time to time by Finance and 

Local Self Government Departments.  The Stores Purchase Rules are themselves 

outdated and certainly they are not appropriate to the local self government situation.  

The rudimentary procurement manual applicable to local governments issued as per 

GO (P) No. 259/2010/LSGD dated 08.11.2010 may be extended and suitably 

modified to cover all the procurement needs of local governments especially in areas 

like procurement of services, developing annual maintenance and other service 

contracts, contracting in all human resources, outsourcing, etc.   

 

(4) Similarly, though there are Public Works Rules exclusively for local governments 

issued under the Kerala Panchayat Raj and Kerala Municipality Act, there are no 

manuals governing execution of public works by the local governments.  By default 

local governments are forced to follow PWD Code and Manual.  These are also not 

appropriate for local governments particularly in respect of quality assurance, 

community contracting and social accountability. A Works Manual exclusively for 

local governments may be developed with special emphasis on quality assurance, 

community contracting, citizen participation and monitoring and social 

accountability.    

 

(5)  A Committee of experts may be constituted for the organizational re-engineering of 

the LGs and to come out with manuals for office management, personnel 

management, procurement of goods and services and works. 
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Financial: 

 

15.27  Financial management of local governments has become complex with the quantum 

increase in the funds managed by them and also in the number of welfare 

programmes and Centrally Sponsored Schemes implemented through them.  The 

complexity is increased by the fact that each local government has several 

implementing officers mostly located in different offices with only a lose control over 

them by the elected body and no functional arrangement for official co-ordination.  

Table 15.1  indicates the order of transfers to local governments which shows an 

increasing trend.   

 

Table 15.1 Trends in Transfers to Local governments from State Government from 

1997-98 to 2010-11 

(Rs.in Crore) 

SFC Transfers B-Fund 

Year Plan  Non-Plan  Plan Non-Plan 

Total Transfers 

including B-

Fund 

1 2 3 4 5 7 

1997-98 749.00 297.22 128.82 203.15 1378.19 

1998-99 950.00 384.32 128.29 213.23 1675.84 

1999-00 1020.00 405.38 84.80 172.37 1682.55 

2000-01 1045.00 419.87 54.09 238.59 1757.55 

2001-02 850.00 440.88 46.82 184.01 1521.71 

2002-03 1342.00 472.19 43.56 327.54 2185.28 

2003-04 1317.00 505.55 41.82 303.50 2167.86 

2004-05 1350.00 531.11 101.74 323.93 2306.78 

2005-06 1375.00 657.23 101.62 371.72 2505.57 

2006-07 1400.00 650.00 103.89 427.39 2581.28 

2007-08 1540.00 734.99 277.10 439.68 2991.77 

2008-09 1670.53 760.50 637.66 486.03 3554.72 

2009-10 1840.10 847.34 728.52 451.82 3867.78 

2010-11 2010.32 1163.48 914.06 535.38 4623.24 

CAGR 6.73 8.94 19.63 8.98 8.83 
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15.28  The existing arrangements for budgeting and auditing do not take into account this 

complexity.  They were all designed in the early 1960s when local governments had 

very meagre resources at their disposal.  Also there are no comprehensive manuals 

concerning budget, finance and accounts.  This has seriously affected the financial 

management of local governments.  Financial monitoring of local governments is 

very weak.  The Commission has realized the hard way that there is no reliable data 

on the finances of local governments both in terms of receipt and expenditure.  

During the pre-decentralization days there was a powerful inspection system, but 

post-big bang decentralization the system got weakened, but was not replaced by a 

system suitable for autonomous local governments. The budget estimate is a ritual 

and has not yet become an effective instrument of financial control. While annual 

budget is the most important tool of fiscal management at the central and state 

government levels it is a pity that this does not happen at the LG level. This situation 

must change.  

 

15.29  Recommendations:  

 

(1) At the local government level, there is an urgent need to integrate plan with the 

budgetary process at least from the year 2012-13.  There should be a single document 

covering all items of receipts and expenditure passed by each local government by 

March, every year including the annual plan.  To this end the Budget Rules may be 

thoroughly recast with adequate provisions for participatory planning and budgeting.  The 

Rules should incorporate provisions for transparency; there should also be adequate 

provisions to ensure the integrity and sanctity of the budget, especially in relation to 

forecasting of revenues and estimating of expenditure.  

 

(2) The Budget Rules should be amplified in considerable detail in a simple manner with 

enough number of illustrations and issued in the form of a Budget Manual. The technical 

support and guidance of the Accountant General may be obtained for this.   
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(3) Government have already decided to go in for an accounting system which combines 

the critical features of accrual accounting with the traditional cash-based system and the 

rules are ready.  Since it is felt that the staff in local governments would find it 

difficult to classify the accounts according to the new system, it is recommended that 

the Information Kerala Mission be geared up and the charge of deploying the 

accounting software Sankhya. Suitable integration of softwares relating to revenue 

(Sanchaya), Planning (Sulekha), Assets (Sachitra) and pay bills (Sthapana) with 

Sankhya may be effected. 

 

(4) A detailed Accounts Manual should also be prepared.  

 

(5) There are no Financial Rules in respect of local governments.  This is a crucial gap.  It 

is recommended that the Financial Rules be issued immediately and a Financial Manual 

developed.   

 

(6) Government have already taken the important policy decision to set up a Fiscal 

Analysis Cell in the Gulati Institute of Finance and Taxation (GIFT) and allocated the 

required funds.  It would be worthwhile to finalize the information flows and the 

necessary formats and responsibilities for collection, transmission, consolidation, 

publication and supervision.  

 

(7) Since the development and maintenance funds of local governments are kept in the 

treasuries and funds for expenditures drawn through the bill system, it affords a great 

opportunity to track expenditure using the treasury system.  Obviously, this cannot be 

done manually and it is recommended that an appropriate software be developed by the 

NIC to capture  on real-time basis the item-wise expenditure data of local governments 

from development funds, maintenance funds and other categories of funds transacted 

through the treasury system.  

 

(8) A very important recommendation made by the SFC-II to credit all own revenues 

collected to a single account in Banks has not been operationalised so far.   This may be 
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done immediately and arrangements made for transmitting the monthly data to the Heads 

of Department and through them to the Fiscal Analysis Cell in the GIFT.  

 

Developmental: 

 

15.30  On the developmental side over the last 15 years there have been considerable 

achievements especially in the provision of basic minimum needs like housing, 

sanitation, drinking water, electricity and connectivity.  Pro-poor expenditure has 

increased along with better targeting.  Infrastructure and facilities in public 

institutions have also improved significantly.  But there are some serious concerns 

which are listed below. These are supplementary to those brought out in the Report of 

the Committee for Evaluation of Decentralised Planning and Development (2009).  

 

(1) Propensity to divide the devolved funds ward-wise resulting in the taking up of 

relatively small projects. This trend militates against any effort to have a common vision 

for local area development. 

 

(2) Plans seem to emerge from negotiated priorities rather than from participatory 

situation analysis based on data and experience.  There seems to be an absence of proper 

vision while preparing plans.    

 

(3) The instruments of preparation of plans like Working Groups and Technical Advisory 

Groups are fast becoming perfunctory.  This story is well substantiated and documented 

in the Evaluation Repot (2009). 

 

(4)  Planning and implementation of SCP and TSP is far below the desired levels. 

 

(5)  Though it is required that 10% of the general sector expenditure has to be spent as 

Women Component Plan (WCP), desirable out come has not been realized.  

However, Kerala was always a step ahead in women empowerment initiatives.  It has 

reserved 50 percent of seats in all LGs, 50 percent of the office of the presidents of 
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the LGs, and 50 percentage of the office of the Chairpersons of standing Committees 

to women.  The new generation of Elected Women Representatives as per this 

amendments of the Kerala panchayat Raj Act and Kerala Municipality Act has came 

into office during November 2010.  Women participation in Grama Sabhas and Ward 

Sabhas is better than that of men participation.  Despite all these positive realities the 

planning and implementation of WCP is far from the expected level.  Gender aspect 

is not being addressed well, leaving many things to be desired. 

 

(6)  Horizontal and vertical integration of plans needs to improve significantly.  

 

(7)  Service delivery in public institutions leaves many things to be desired. .   

 

(8)  Focus is still on local government level plans and annual plans.   

 

(9) There has not been much achievement in the production sector and local economic 

development sector.  

 

(10)  There is no effective system of quality assurance for concurrent monitoring.   

 

(11) The role of intermediate panchayats is relatively weak.  The Evaluation Report has 

devoted a full-fledged chapter on the block panchayat and streamlining them 

 

(12)  District Planning Committees of Kerala are probably the only functional DPCs in 

the country.  Government have initiated several steps to strengthen the DPCs.  

Particularly noteworthy is the setting up of a Technical Secretariat consisting of 

three wings viz; Planning, Town Planning and Statistics. Providing a separate office 

for DPC is also a significant move.  In spite of all these efforts, DPC still functions 

only as a Committee with emphasis on clearance of projects of local governments.  

It has not yet matured into a planning institution functioning with the prime 

objective of ensuring quality of planning through provision of  support services and 

effective coordination. It is high time that DPCs of Kerala move on further and play 
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the constitutionally mandated roles so that they can become pathfinders for the 

whole nation.  

 

 

15.31  Recommendations: 

 

(1) The existing participatory planning methodology needs to be buttressed by effective 

spatial planning on the lines of the experiment tried out in Kollam viz; Integrated District 

Development Plan and Local Development Plan and the recommendations made in the 

Evaluation Report (2009).   It is suggested that this exercise may be undertaken well in 

advance so that the results of the analysis could feed into the preparation of the XII
th

 Plan. 

 

(2) A system of local statistics needs to be put in place.  Here too the Evaluation Report 

(2009) have several specific recommendations. The Director of Economics and Statistics 

may be mandated to provide all available statistics to the local governments.  The Research 

Assistant at the Block Panchayat level must be put in charge of collecting and collating 

different development data being generated by departments especially relating to Agriculture, 

Animal Husbandry, Dairy Development, Education, Industries, Child Development, Health 

and also credit data from bank at Village and Block Panchayat levels.  Similar work may be 

done in the urban local governments.  The experience of the national project on local 

statistics may be utilized to achieve this.  

 

(3) A joint effort may be launched immediately by State Government, DPCs and the local 

governments to search, identify and empanel Experts in different fields so that their services 

could be drafted for the Working Groups and Technical Advisory Groups.  KILA should 

invest heavily in building the capacity of these local institutions.   

 

 

 (4) To improve planning in the productive sector, the following suggestions are made: 
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 (a) In all local governments with paddy cultivation, the data base being prepared 

under the Kerala Conservation of Paddy Land and Wetland Act, 2008 may be validated and 

utilized to prepare plans converging the resources of local governments, the Agriculture 

Department and Centrally Sponsored Schemes like MGNREGS and RKVY.  The Agriculture 

Department should inform the local government wise allocation of funds from the State and 

Central Governments to enable preparation of such plans.   

 

 (b) The methodology developed by Kudumbashree for Samagra projects may be 

suitably adapted for different areas under the agriculture and allied sectors.  

 

 (c) In order to ensure sustainable development in the agriculture and allied sectors, 

watershed based planning may be made mandatory for the XIIth plan.   

 

(5) All service delivery institutions should be mandated to prepare service delivery plans for 

which the methodology has already been developed under Modernizing Government 

Programme and adapted in the guidelines for the XIth Five Year Plan.   

 

(6) For the XIIth Five Year Plan, Development Reports and Vision Documents should 

be made mandatory for every local government as it was during the Nineth Five Year 

Plan. The methodology developed for District Human Development Reports could be 

suitably adapted for the purpose of Development Reports.   

 

(7) Five Year Plans may be prepared from the XIIth Five Year Plan.   

 

(8) District Planning may be made mandatory with focus on the following sectors. 

 (a) Health. 

 (b) Education. 

 (c) Agriculture and allied sectors.  

 (d) Water supply. 

 (e) Energy. 

 (f) Mobility.  
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(9) A special effort should be launched to develop SCP and TSP projects utilizing the data 

generated by the surveys of SC/ST habitats undertaken by KILA in partnership with SC/ST 

Development Department.  

 

(10)  WCP may be strengthened and gender budgeting to be given statutory status. 

 

(11) A multi-pronged strategy for strengthening monitoring is recommended.  The elements 

of the strategy are suggested as follows: 

1) Working Groups have obligation to monitor the projects related to their 

sector.  This system may be activated.  Appropriate formats may be designed 

for different kinds of projects and given to the Working Groups.  Details 

should be computerized and as well as discussed in meetings of the Local 

Governments. 

2) Local Governments may conduct a meeting every month on a fixed day in 

which all the implementing officers participate.  The progress of the schemes 

may be reviewed. 

3) For all projects simple PERT charts may be prepared in consultation with the 

implementing officers.  This should become part of the project file. 

4) Formats may be prepared for submission of progress reports by implementing 

officers relating to different sectors.  The progress reports must be entered into 

the computer in the Local  

Government on a fixed date every month for transmission to the State 

Headquarters for consolidation and analysis.  One copy of the progress report 

should be sent directly to the district level officer of the department concerned 

by the implementing officer. 

5) While holding monthly meetings of field level officers by the district officers, 

a fixed agenda item to monitor the progress of LGs should be made 

mandatory.  The reports sent by the implementing officers should be 

consolidated for Gram Panchayats, Block Panchayats, Municipalities, 

Corporations and District Panchayats by the district officer and sent to the 
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Heads of Department with critical comments and suggestions, every month.  

The Heads of Department should prepare state level reports and send to their 

Secretary and Secretaries in charge of LSGD and Planning. 

6) Every month, there should be a review meeting held by the Secretary in 

charge of LSGD in which Heads of Departments or specially nominated 

Additional Directors participate.  The key issues emanating from these 

reviews should be discussed in the Co-ordination Committee and follow up 

action taken. 

7) There should be an independent quality assurance system for public works put 

in place in consultation with the Director of Technical Education and Director 

of Employment & Training, to harness the services of Engineering Colleges, 

Polytechnics and it is in a systematic manner. 

8) A concurrent monitoring system may be put in place utilizing the services of 

Colleges, particularly the NSS and NCC units and other clubs functioning in 

the Colleges. 

9) Institutes of repute like Centre For Development Studies(CDS), Centre for 

Management Development(CMD), Indian Institute of Management, 

Kozhikode(IIMK), Centre For Water Resources Development and 

Management (CWRDM), Centre For Earth Science Studies(CESS) could be 

requested to conduct sample studies as part of concurrent evaluation. 

10) Educational and academic institutions may be entrusted with the task of 

independent concurrence monitoring. Technical Education Institutions like 

ITIs, Polytechnics and Engineering Colleges could be involved in quality 

assurance of public works on a random sample basis.   

11) Further, a community based monitoring strategy may be put in to operation. 

 

(12)  For the effective functioning of District Planning Committees (DPCs) the Commission 

proposes the following. 

 

(a) DPCs should be empowered to source support from empanelled research and 

academic institutions within the State.  
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(b) DPCs should be given adequate funds for taking up surveys and studies. A 

separate Research and Developemnt Fund may be created for this purpose.  

 

(c) The District Development Committees (DDCs) may be wound up and DPC made 

the authority for monitoring the implementation of State Plan Schemes at the 

District and bringing about appropriate linkages with the local government plans 

to avoid overlaps, attain compliment and attempt synergy.  

 

(d) A detailed Government Order may be issued on the functioning of the Technical 

Secretariat clearly specifying the roles and responsibilities of different levels of 

officials belonging to Planning, Town Planning and Statistics Departments in the 

District.   

 

(e) Government of India may be approached for channelising the services of the 

district units of the National Informatics Centre to provide IT based support to 

DPCs for different planning and monitoring purposes.   

 

Human Resource Developement: 

 

15.32  When the big bang decentralization took-place, Government wisely decided to adopt 

the principle of “work and worker going together” to the local governments.  Later it 

succeeded in redeploying surplus staff from different departments to local 

governments.   In 2008 the LSGD Engineering cadre was set up and now Government 

have taken the policy decision to have separate integrated cadres for ministerial and 

executive wings common for all the five categories of local governments.  In spite of 

all these efforts, there are still important issues which need to be addressed.   

 

15.33  Recommendations 

1) Historically staff positions were determined in Gram Panchayats, Municipalities 

and Corporations according to the paying capacity of these local governments 
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which was obviously related to their own revenues.  But with decentralization 

the situation has altered fundamentally.  It is understood that a work study was 

done by Centre for Management Development on staff needs of local 

governments in 2005.  Since more than five years have elapsed, Centre for 

Management Development may be asked to revisit the study and update it. A 

scientific rearrangement and fixing of staff pattern may be implemented as early 

as possible.   

 

2) Now Government have taken a policy decision to have one Assistant Executive 

Engineer in every Block Panchayat.  It is felt  that one Assistant Engineer is needed in 

every Gram Panchayat whereas now there is provision only for one Assistant 

Engineer for two Gram Panchayats.  

 

3) In the Part-I of SFC-IV Report it was recommended that  the post of an Accountant 

may be created as an independent and professional cadre in all local governments.  

This recommendation is reiterated.   

 

4) The question of having a highly qualified, young officer to function as the Chief 

Executive of the local governments has been under discussion for a very long time 

now.  All over the world Chief Executive of a local government is a key functionary 

who can contribute considerably to the effective functioning of local governments 

especially in carrying out the decision of the elected councils.  In the highly 

departmentalized context of Kerala, it is a well-known fact that the Secretary of the 

local government is not accepted as the first among equals by the transferred officials.  

This has resulted in overburdening of the President.  This is not a viable situation.  

The decision of the Government to integrate the cadres would  improve things 

significantly but cannot take care of this problem. Therefore, it is recommended that a 

cadre be created initially in the Gram Panchayats of Chief Executive with 

commitment and stature with two-thirds being directly recruited and one-third being 

reserved for existing staff of local governments to be selected on the basis of the same 

competitive examination.  This cadre should be supra department and ideally form 
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part of the entry  level of State Civil Service Office.   These posts should be over and 

above the existing Secretaries so that it does not affect the career prospects of existing 

staff.  The suggestion would involve additional financial commitment.  Even if high 

salaries are given, the total cost to the exchequer would not be more than Rs.40 crore 

per year.  Considering the efficiency gains, it is felt that this is affordable.  It is also 

recommended that to attain this efficiency, there has to be at least a one year 

induction training with at least one month in a nationally reputed institution and three 

months in the field.  Gradually this system may be extended to the other four 

categories of local governance. 

 

5) KILA should come out immediately with a plan of action to build the capacity of 

different grades of staff within three years with special emphasis on imparting the 

necessary skill to use computers.   

 

6) Performance assessment of officers should be made more elaborate with appropriate 

performance indicators. 

 

7) It is not possible to bridge the human resource gap only with additional man power.  

Therefore, e-governance assumes special importance. Kerala has made giant strides in 

acquisition of hardware and development of software.   But rolling out the 

applications seems to be stuck.  Therefore, it is recommended that the rolling out 

should be completed within one year in respect of the following: 

 

(i) Accounts. 

(ii) Distribution of pensions. 

(iii) Preparation of estimates and work bills.  

(iv) Grievance redressal. 

(v) Issue of licenses and permits. 

(vi) Establishment matters.  

(vii) Asset accounting 

 



 395 

8) It is suggested that these recommendations may be accepted in principle and 

details and modalities worked out through a Human Resource Commission for 

Local Governments headed by an eminent expert and consisting of the 

Secretaries of Finance, Personnel and Administrative Reforms and LSG 

Departments and also two other experts.  The work may be completed in six 

months.  

 

9)  Government have transferred a substantial strength of its personnel to the LGs along 

with the devolved functions, but the administrative control of these officials still rest 

with their parent department in the Government to a good extent.  This dual control 

on the transferred officials remains to be hamstrung in the process of decentralisation 

to be cured at the earliest.  Therefore the above Committee may look into the 

possibility of creating a special cadre of officials comprising administrative and 

technical staff for the Local Governments, and the personnel of this “Local 

Government Service” may be given specialized training in devolved-functions and 

decentralization.  The existing officials under the State Service may be deployed to 

this service without infringing on their promotion prospects, and the state may 

discontinue further recruitment of staff for the devolved function.  Slowly but 

certainly, the existing system of dual controlled staffing must be done away with. 

 

Accountability: 

15.34  Accountability is the hall mark of decentralization and good governance.  In a sense it 

is the raison d’etre for giving power and authority to local governments.  When 

decentralization was structured in Kerala, this aspect was given primacy.  People’s 

planning ensured a highly transparent participatory adherence to due process in 

budgeting for development.  Without infringing on the autonomous nature of local 

governments, space was provided to lay citizens, experts and activists to actually 

involve themselves in the local development initiatives.  Further, the Committee on 

Decentralization of Powers introduced innovative accountability mechanisms like 

Performance Audit, Ombudsman and Appellate Tribunal.  The formal audit system 

also continued.   
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15.35  The experience of the last fifteen years shows that there has been an extraordinarly 

high degree of democratic accountability.  But there is tremendous scope for 

improvement in organizational accountability, financial accountability and social 

accountability.   

 

15.36  Recommendations 

 

1) The Ombudsman may be converted into a three member body consisting of serving 

or retired High Court Judge, serving or retired Secretary to Government and an 

eminent public person.  To ensure highest credibility, the selection should be done 

jointly by the Government and the Leader of Opposition (this was the original 

recommendation of the Committee on Decentralization of Powers).     

 

(2) The investigation system of the Ombudsman which naturally has to rely on the existing 

official set up is quite weak now.  It  is necessary to elaborate on the investigation system and 

also have a special investigating team consisting police and Civilian Officers.  A Committee 

may be set up consisting of the Ombudsman, Secretaries of Law and LSG Departments and 

Director General of Police to work out the systems and procedures in detail.   

 

 

(3) In order to strengthen social accountability, Gram Sabhas and Ward Sabhas need to be 

activated.  As also the Ward Committees in cities.  Government may issue rules immediately 

in respect of Ward Committees.  As regards Gram Sabhas and Ward Sabhas, it is necessary 

to develop sub systems in the form of neighbourhood groups and Residents Associations.  

The Area Development Society under Kudumbashree may be assigned the task of intimating 

all households about the Gram Sabha/Ward Sabha and to start with the state may launch a 

high voltage campaign on the rights and obligations of Gram Sabhas and Ward Sabhas.   

 

(4) One more Appellate Tribunal may be set up for the northern region of the State preferably 

in Kozhikkode. 
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(5) The grievance redressal system of all local governments needs to be revamped and the 

citizen be made aware of his/her rights and entitlements.  It is necessary to provide a hand 

book on citizen entitlements to every household.  There should be prominent display boards 

on the rights of citizens and the recourse to different methods of redressing grievances in the 

local government offices.   

 

(6) Government should come out with detailed rules in consultation with the Chief 

Information Commissioner on operationalising Section 4 of the Right to Information Act in 

respect of local governments.  The suggested areas for mandatory self disclosure are:  

 

(a) All purchases item-wise and source-wise above Rs.1,000/- for a category in a year.  

 

(b) Information of proposed payments in respect of works through the website.  

 

(c) Expenditure on staff.  

 

(d) Expenditure on other establishment and administrative matters.  

 

(e) List of valid permits and licenses with their conditions.  

 

(7)  Social audit should be made statutory and elaborate rules prescribed for its conduct and 

follow up on recommendations.  An independent social audit mechanism has to be put in 

place.  Though a small beginning has been made by the setting up of the Social Audit Cell, it 

needs to be suitably augmented to facilitate citizens to conduct social audit in a meaningful 

and credible manner.  

 

 

(8) Citizens Charters should be revisited and be made realistic in terms of assured 

deliverables.  The existing rules for the preparation of citizen charter may be suitably 

modified to meet these objectives.   
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(9)  Citizens score-cards may be made a regular feature and the task of doing this may 

be entrusted to the Social Audit Cell in partnership with KILA.  

 

(10) The Performance Audit system should be revamped to make it an effective internal audit 

system which is online and corrective rather than fault-finding.  It should not do formal audit.  

A detailed check list may be developed for performance audit to be developed into a Manual.   

 

(11) In order to improve the quality of formal audit, an Audit Manual may be prepared.   

 

(l2) The Commission recommends that an independent Audit Commission has to be created 

for all LSGIs, for the reasons outlined by the Committee on Decentralisation of Powers, 

which are quoted below: 

 

“ (i)  It would not be appropriate for Local Self Governments to be audited by a 

Government department.  In keeping with the spirit of decentralisation an 

independent professional authority backed by a statute would be more appropriate. 

 

(ii)  Setting up of an independent audit mechanism would be in accordance with the 

basic principles of audit in a democratic society which envisages freedom for the 

audit system from the executive. 

  

(iii)  Past performance in the audit of Local government leaves much to be desired.  

This is not merely a failure of the auditors or the audit department but of the system 

itself.  For a qualitatively different audit system to emerge, a new organizational 

structure with a new mandate and vision is necessary. 

 

(iv)  The Local government would be performing diverse functions ranging from 

routine maintenance to promoting economic development and they would be having a 

say in all sectors of development.  In order to audit one unit having such diversity of 

functions a versatile professional system is called for. 
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(v) For auditing of Local government a comprehensive, multi pronged approach 

would be required.  Sometimes even a commercial kind of audit may become 

necessary.  This can be provided better by an independent Commission. 

 

(vi)  An audit mechanism for Local government has to be sufficiently empowered to 

follow up its decisions and recommendations.  This can again be done better by a 

Commission. 

 

(vii)  Any audit system has to enjoy high credibility and evoke respect from the 

public as well as its clients.  An independent Commission would definitely gain 

greater credibility and acceptance than a Government Department. 

 

(viii)  Audit implies something more than verifying expenditure and pointing out 

irregularities – it has the larger objective of improving efficiency through continual 

reforms.  This can again be achieved more by a Commission. 

 

15.37  Thus the Committee envisages an independent Audit Commission with professional 

leadership and this Commission should be for all the LGs both urban and rural but 

only for the LGs.  A separate Audit Commission for the LGs is required as they are 

no longer mere grant-in-aid institutions of the Government.  They have an 

autonomous functional domain and have the status of a local government.  They are 

democratic agencies and perform most of the Government functions at the local level.  

It should be inappropriate to consider elected LGs on a par with other charitable 

institutions and autonomous agencies.  Hence the need to have a separate set up for 

the audit of these LGs.  As regards the present Local Fund Audit Department, it can 

provide the nucleus of the Audit Commission by lending the services of a portion of 

its staff to the new organization.  For creating the new institution there has to be 

substantial changes in the Kerala Local Fund Audit Act 1994. ” 
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15.38  The Public Participation Law which is a reform mandated by Government of India 

under JNNURM does not seem particularly appropriate to Kerala;  but will be useful 

if it is adapted as relevant to Kerala and incorporated in the Kerala Panchayat Raj Act 

and Kerala Municipality Act with focus on the following:  

1)   Functioning of Gram Sabhas/Ward Sabhas/Ward Committees 

2)  Setting up various participatory forums akin to those suggested by 

Administrative Reforms Committee of Kerala III (KARC III) according to the 

situation on ground is reproduced below: 

(1) Citizens’ Juries : This is an American concept.  It brings together a group 

of representative citizens to consider an issue in depth for a period of three 

to five days during which period they receive evidence, written and oral, 

examine witnesses and discuss the issue thoroughly before arriving at a 

conclusion which is presented in the form of a report.  These Juries enable 

concerned citizens with differing kinds of expertise to analyse an issue 

and come to a conclusion, which can help a rounded appreciation of it.  

Since it requires only a short time commitment it has possibilities of 

participation from a wide cross section. 

Typically a Jury could contain 10 to 20 members having balance of 

gender, age and occupation.  To avoid bias, it is necessary to give 

representation to various points of view.  Juries normally have clear 

procedure for examining witnesses, calling for expert assistance, perusing 

documents and so on. 

(2) Planning Cells:  This is a German system akin to the Citizens Jury.  It 

aims at involving the stakeholders, experts and citizens in the planning 

process based on their experience and expertise.  The logic behind 

involving the three groups is simple; since stakeholders have an interest, 

they will be fully involved in bringing out all the issues involved, experts 

provide the technical input and citizens are the neutral observers who can 

be either the victims or the beneficiaries of the planning measures.   A 
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three-step process is followed.  In the first step the stakeholders identify 

their criteria and objectives for evaluating various options of the planning 

issue.  In the second step experts identify the impacts of the various 

options.  Acting as Group Delphi, experts are divided in small groups.  

Later they compare their judgements and try to arrive at a consensus. In 

the third and final steps, Citizens panels are asked to determine the 

relevant values, criteria and indicators for decisions and come out with 

their consensus conclusions. 

(3) Standing Citizens Panels. These panels consisting of 10 to 25 members 

function more or less on the lines of the Citizens Juries but they are 

Standing Committees. They could be used as sounding boards by a 

department, agency or local authority. In case full-time deliberative panels 

cannot be formed a variant version called Talk Back panels consisting of 

people who respond to questionnaires periodically can be set up. 

(4) Deliberative opinion polls. This has been tried out in the United 

Kingdom. Essentially a representative sample of the population to be 

covered is taken after a baseline survey. They are called to a single place 

and exposed to various facets of the matter in question. They are given the 

opportunities to understand the issue in full and have the freedom to 

discuss and deliberate. Thereafter an opinion poll is conducted. 

(5) Visioning. This can be done in small communities, especially Village 

Panchayats and Neighborhoods in urban areas. It is more an approach and 

can be developed through meetings designed to get a collective opinion on 

how a service system, institution or even an area should be after a 

particular period of time. 

(6) Round Tables. This was developed in Canada to bring together groups of 

interested parties and stakeholders to discuss various issues on a 

continuing basis. All members participate on an equal basis. 

(7) Public Hearing. This is a form of explaining to the public various aspects 

of a proposed development project enabling the public to air their 

concerns and get clarifications. This will help the public to be informed of 
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the implications of a development project and help government to prepare 

mitigative measures to address the concerns and fears of the public. 

(8) People's Hearings. This is a model developed by the MKSS in Rajastan 

called JAN SUNWAI. It is a post facto social audit of development 

expenditure by the community. Typically the community is given all the 

details of a proposed work and after completion, details of expenditure, 

materials used, labour employed etc., are also given. This then has to be 

validated in a public meeting and if deficiencies are pointed out 

rectification would be required. 

(9) Public scrutiny panels. Representative panels of citizens are invited to 

review the quality of services rendered to them by departments or local 

governments. Feedback from them is obtained in a semi-structured 

manner and consolidated. 

(10) Issue forums. These fora have been developed in USA to enhance the 

quality of public judgment. People are encouraged to come together based 

on their interest in an issue. A moderator explains various aspects of the 

issues and the people analyse and discuss, then come to a conclusion. 

(11) Policy Councils. These have been set up in Brazil as part of participatory 

budgeting to cover various sectors.  The functional committees could be 

modelled as this. 

(12) The above mentioned list is only suggestive. They should be seen as 

democratic systems for consultation. Broad guidelines on such 

participatory arrangements could be laid down and local governments 

encouraged to set them up for different purposes. But enough safeguards 

should be built in to ensure that they are not manipulated or 

preconditioned. They should be seen as vehicles for broadening the 

interface between the local government and the citizen. They would help 

in citizens becoming more aware of local governmental activity and the 

local government becoming more responsible to public concerns. 

3)  Activation of the existing fora like Working Groups and TAGs 
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Chapter  XVI 

Recommendations to the Government of India 

“Law is mighty, necessity is mightier” 

                                                                                          -  Goethe 

 

16.1   By giving Constitutional status to the Panchayati Raj Institutions (PRIs) and Urban 

Local Governments, Local Governments (LGs)have become a third stratum of 

governance, an integral part of the Indian federal polity.  Article 280 has been amended 

adding two sub-clauses mandating the Union Finance Commission (UFC) to 

recommend measures needed to augment the Consolidated Fund of a state to 

supplement the resources of the PRIs and Municipalities on the basis of the 

recommendations made by the State Finance Commission (SFC).  A natural corollary 

of this is that SFC recommendations should precede the Union Finance Commission.  

But given the diverse time frame of the establishment of the SFCs strict 

synchronization with the UFCs has been virtually ruled out.  Even so, it is important for 

each SFC to specify or suggest what it seems important to be considered by the UFC.  

This chapter attempts to address this issue.  We spell out below some recommendations 

for the consideration of the Government of India as well as of the FC-XIV when 

constituted.  Our approach in this regard is governed by the consideration to make the 

third stratum effective institutions of self government, in the federal structure of the 

country. 

 

16.2 Statutory backing for SFC-UFC timing of Report: Constitutional Amendments 

which will ensure the synchronization of the FC and SFC reports may be attempted. 

16.3  Profession Tax:  Government of India have already accepted the recommendations of 

the FC-XII to raise the ceiling on Profession Tax.  But so far no action has been taken.  

As a result of this Local Governments have suffered considerable loss of revenue.  

Action on this may be expedited in the best interest of local governments in the 

country.  In order to avoid the need for frequent amendments it is suggested that the 

ceiling may be raised to Rs. 10,000 with permission to increase it by 50% every five 

years. 
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16.4  Taxing Central Government properties: It is important that Government of India 

may take a view on the issue of levying taxes on the properties of Central 

Governments.  We request that action may be expedited on this to avoid potential loss 

of revenue to the LGs. 

16.5   Building Database :  While it is widely acclaimed and firmly endorsed by the XI, XII, 

XIII Finance Commissions that building database is an important project to be 

immediately launched, it is not adequately supported.  We recommend that all state 

governments that collect data online from the Local Governments may be supported by 

the Government of India or by future UFCs 

16.6  Support for GIFT :  It is now widely acknowledged that Kerala has made significant 

progress in regard to decentralisation in general and fiscal decentralisation in particular.  

Gulati Institute of Finance and Taxation (GIFT) in Kerala is an institution that inter alia 

specializes on the principles and practices of fiscal decentralisation in the country.  We 

recommend that the GIFT may be supported with a grant-in-aid for the training of 

senior officials of the different State Government Departments in regard to fiscal 

devolution and other allied areas. 

16.7. Mismatch of Function Fund Matrix: There is a clear mismatch between functional 

responsibilities of the various LGs on the one hand and the multiple agencies with 

equally multiple sources of funding engaged in the same type of activities.  This is an 

intrusion into the functional domain of the PRIs and ULGs.  SFC-IV tried to investigate 

this phenomenon.  We have studied the Kasaragode Municipality, Chengannur Block 

Panchayat and  Karunagappally Gram Panchayat.  Actually this type of field study is a 

scouting exercise to trace out the different agencies of the Central Government, State 

Government, MLA fund, MP fund, NGOs and so on happening on the ground.  We 

admit that we could not do a comprehensive exercise.  Even so we could find out that 

several agencies are engaged in the same type of work, quite often nursing the same 

constituency.   

 

16.8  Our study noted that duplication exists in the housing, SC Development and Social 

Welfare, health and dairy sectors.  (The details are given as Annex 16.1)  Lack of 

coordination and accountability between transferred institutions and LGs has 
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rendered the budgetary process of LGs a mockery.  It also leads to the undesirable 

situation of accumulation of funds in the hands of transferred institutions at a time 

when LGs are running short of funds for implementation of schemes.  For example, in 

the Block Panchayat studied, assistance under IAY could not be extended due to the 

shortage of funds whereas crores of rupees are parked and getting lapsed in the SC/ST 

Department, a transferred institution under the Block Panchayat. 

16.9  Only a comprehensive physical verification could reveal the magnitude and the real 

waste of resources.  We strongly recommend that the GOI institute a Committee to 

investigate this colossal waste of time, energy and resources in the local development 

process in the country. 

 

16.10   Centrally Sponsored Schemes (CSSs) : It is almost paradoxical that most of the 

flagship programmes of Government of India – viz. MGNREGS, IAY, NRLM, 

PMGSY, JNNURM, NRHM,SSA,RMSA etc. are in the functional domain of LGs.  

The Commission does not want to enter into the question of desirability or propriety 

of CSS.  At the same time, as long as CSSs exist they should be utilized to 

strengthen LGs rather than bypassing and weakening them. 

 

The following suggestions are made : - 

i. Devolution/Decentralisation Index should be given at least one third 

weightage while devolving funds to States under CSSs.(See also Section 

16.13) 

ii. The planning of CSS should be through the LGs concerned with the District 

Planning Committees being given an important role in consolidation, as 

envisaged in the Constitution. 

iii. All parallel structures set up under the CSSs should be disbanded leaving the 

professional component alone to work under the LG concerned or District 

Planning Committee as the case may be. 

iv. Two percent of the funds under the CSSs in the LGs functional domain may 

be pooled and be utilized for capacity building of LGs. 
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16.11   Strengthening of District Planning Committee : It is necessary for Government of 

India to provide financial and technical support to strengthen the Constitutionally 

mandated District Planning Committees.  The following suggestions are made. 

a. Construction of offices for District Planning Committees should be 

supported by the Planning Commission. 

b. Minimum professional staff needed to constitute a Technical Secretariat 

should be funded by the Planning Commission [as done during 1970s for 

setting up the District Planning Machinery (DPM)]. 

c. Central support could be given for preparing spatial plans for districts. 

d. The district units of National Informatics Centre could be assigned the 

task of providing technical support to District Planning Committees. 

 

16.12  Government of India may provide technical assistance to State Finance Commissions 

to conduct studies to learn from best practices of other States. 

16.13  A unit to support State Finance Commissions may be set up in the National Institute of 

Rural Development [NIRD], Hyderabad.  This unit could serve as the repository of 

State Finance Commission Reports, Fiscal Data related to Local Governments, status 

reports of Fiscal Decentralisation in other countries etc. 

16.14  A national level study may be carried out jointly by the Ministry of Urban 

Development and Ministry of Panchayati Raj to come out with a potential menu to 

options for resource raising both tax and non-tax by Local Governments, both rural 

and urban – with specificities as applicable to different States or groups of States. 

16.15  It is a fact that most of the Centrally Sponsored Schemes implemented through the 

LGs are not suited to the needs, priorities and situations of the State which face a 

string of second generation problem unlike the most other States.  For example,  

Kerala has achieved near universal coverage in such sectors as sanitary latrines, 

literacy, primary health and the like.  Kerala stands to lose central funds for 

continuing education sector because of its higher achievements.  In Kerala land is 

extremely scarce particularly in the coastal areas.  This factor has not been taken into 

account while designing the Centrally Sponsored Schemes that generally have an 

entirely different land structure in view.  
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16.16   Inter se devolution :  Three criteria are basic along with some of the conventional 

ones for the inter se devolution of the local government grants to the States. Being a 

grant for local governments, that too in circumstances where much has to be done for 

them to achieve functional, financial and administrative autonomy, the first priority is 

to arrive at a relevant decentralisation index (a wrong choice of the variables of this 

measure can be misleading, as happened in the case of the               FC - XI). 

 

16.17   Second comes tax effort. Tax compliance may be treated as a form of citizen’s 

participation. Citizen resistance is much less when it comes to the payment of non-tax 

revenues such as fees, charges, licence costs, and the like, where some quid pro quo 

is involved. There are states in India where PRIs do not impose any tax.  Some states 

with high local non-tax revenue have even abolished major sources of local tax 

revenue such as property and profession taxes. Studies have shown that individuals 

trusting a government, particularly a local government, have a higher tax morale than 

those who do not trust it. Against this background, the case for tax effort as a criterion 

becomes important. 

 

16.18   Third, the states and the local governments have a bounden responsibility to fully 

utilise all grants received. So a grant utilization index becomes relevant. The 

procedural formalities and preconditions required for spending the amount by the 

local governments must be well laid down by the state governments concerned. Thus 

the accountability of both the state and local governments will be at stake. Among 

conventional criteria, population and area are relevant candidates. Population (could 

include vulnerable categories such as scheduled castes and tribes separately) and area 

could be included as surrogates for need but surely with a relatively lower weightage. 

A critique of the criteria used by FC – XIII is given as an illustrative case.  Population 

is accorded the highest weightage (50%) by the FC - XIII. If we include the SC/ST 

population, the aggregate weight of population in the case of PRIs rises to 60%. At 

the same time the Commission gives only a smaller weightage of 15% to the index of 

devolution and a still smaller weightage of 5% to the FC grant utilisation index. 
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Given the extremely poor and uneven progress in implementing the 73rd and 74th 

constitutional amendments, a larger weightage to the devolution or decentralisation 

index is justifiable. It is important to recall that in the criteria and weights used in the 

sharing of union tax revenue, the FC - XIII has given only a low weightage of 25% to 

population against a weightage of 47.5% to fiscal capacity distance and 17.5% to 

fiscal discipline, making a total weight of 65% for fiscally relevant criteria (see 

Report, Table 8.1: 122). The logic of these criteria and the weights assigned are 

legitimate in India’s fiscal federalism that avowedly seeks to reduce fiscal disparities 

and promote fiscal efficiency.  However, this type of emphasis is not seen when it 

comes to local grants and weights allotted to the index of devolution (ideally it should 

have been a decentralisation index) for local governments. FC - XIII has not only 

given a lower weight to the devolution index, but also the components chosen to build 

it leave many things to be desired. In the devolution index Kerala, which has 

devolved untied grants (this admittedly is a strong indicator of decentralisation) to 

local governments on the basis of a transparent formula with 70% of PRI grants 

allotted to gram panchayats that are at the cutting-edge level, and which has already 

implemented most of the recommended performance-based grant conditionalities, 

gets only a low rank and therefore a lower share.  The devolution index has to be 

carefully and scientifically constructed and giving a higher weightage to it is but 

legitimate. 

*** 
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Annex 16.1 

Study on Function Fund Matrix 

One of the major problems in decentralized governance is the existence of several 

agencies at the grassroots level doing the same type of activities.  In other words there is a 

clear mismatch between functional responsibilities of the various LGs on the one hand and 

the multiple agencies with equally multiple sources of funding engaged in the same type of 

activities.  This is an intrusion into the functional domain of the PRIs and ULGs.  SFC-IV 

tried to investigate this phenomenon.  We have studied the Kasaragode Municipality, 

Chengannur Block Panchayat and  Karunagappally Gram Panchayat.  Actually this type of 

field study is a scouting exercise to trace out the different agencies of the Central 

Government, State Government, MLA fund, MP fund, NGOs and so on happening on the 

ground.  We admit that we could not do a comprehensive exercise.  Even so we could find 

out that several agencies are engaged in the same type of work, quite often nursing the same 

constituency.   

Case study of Kasaragode Municipality 

  

Table 1 presents a functions-fund matrix with reference to housing, fisheries and SC 

development in the Kasaragode Municipality during the period from 2004-05 through 2008-

09.  Table 1 (a) details a similar matrix covering social welfare, road and non-road assets and 

drinking water and covering the same period 

 

Table -1 

FUND FUNCTION MATRIX  (2004-05 to 2008-09) for Housing Fisheries and SC development in Kasaragode Municipality 

                                                                                                                             Rs in Lakhs 

Name of Agency funding the scheme  

State 
Govt. 

GoI Kasaragode Municipality 
Sl.
No
. 

Name of 
scheme Category of 

beneficiaries Direct 
fund 

CSS 
Own 
Fund 

Plan 
Fund 

B 
Fund 

MP 
Fund 

MLA 
Fund 

SC/ST 
Deve 
Corpo 

Matsy
afed 

 HOUSING           

1 VAMBAY 
General 
Public 

 16.03 8.01  8.01     

2 NSDP   52.46 6.55  6.55     

3 SJSRY   32.52 4.04  4.04     

4 IHSDP   25.30 1.26  1.26     

 Total   126.31 19.86  19.86     
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 FISHERIES           

1 

Distribution 
of fishing 
and 
marketing 
equipments Fishermen 

   3.45     145.71 

2 

Construction 
of shed in 
Municipal 
industrial 
centre/Fish 
marketing 
Center Fishermen 

   3.51     9.39 

 

SC 
Developme
nt   

 
       

1 
House 
Construction 

SC 
population 

369.64   25.70      

5 

House 
Repairs to 
SC family 

“ 0.40   2.00      

3 

Purchase of 
land for 
Houses to 
SC 

“ 81.77   17.60      

2 

Self-
employment 
programme 

“ 73.08   0.21    1.28  

4 

Drinking 
water to SC 
Colony 

“ 25.00   5.00      

6 

Assistance 
to  pre 
metric hostel 

“ 62.32   3.86 11.90     

 Total  612.21   54.37 11.90   1.28  
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Table 1 (a) 

  

 

 

It can be seen from Table 1 that duplication exists in the housing, SC Development 

and Social Welfare sectors.  In the housing sector, an amount of Rs. 126.31 lakh from the 

Government of India was spent during the five years for the schemes such as VAMBAY, 

NSDP, SISRY, IHSDP while an amount of Rs. 39.72 lakh has been utilized by the 

Kasaragod Municipality from the State-sponsored scheme (B category fund) and own fund 

for these schemes.  A pooling of these funds and planning based on that could have been cost 

effective and undoubtedly more productive. 

 

Under SC development, an amount of Rs. 612.21 lakh has been utilized by SC 

Development Department for house construction, house repairs, purchase of lands, self 

employment, drinking water and pre-metric hostel while Kasaragode Municipality spent an 

FUND FUNCTION MATRIX  (2004-05 to 2008-09) 

                                                                                                                              Rs in Lakhs 

  Name of Agency funding the sceme 

State 
Govt. 

GoI Kasaragod Municipality 
Sl.No. Name of scheme 

Category of 
beneficiaries Direct 

fund 
CSS 

Own 
Fund 

Plan 
Fund 

B Fund 

MP 
Fund 

MLA 
Fund 

SC/ST 
Deve 
Corpo 

Matsyafed 

 Social welfare           

1 

Construction of 
Anganvadi 
building  

193.05   5.96      

2 

Nutrition 
programme to 
Anganvadis  

0.00 19.54 0.43 36.76      

3 

Assistance to  
mentally and 
physically 
challenged 
children  

1.63   8.47      

 Total  194.68 19.54 0.43 51.19      

 
Non-Road 
Assets  

 
        

1 
Construction of 
compound wall  

   1.00   1.99   

2 
Construction of 
school building  

   17.40  2.70 0.00   

 Road  Assets           

1 Road construction     10.54   3.78   

 Drinking Water     0.00   0.00   

1 Drinking Water     11.86   9.50   
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amount of Rs. 66.27 lakh and SC/ST Development Corporation Rs. 1.28 lakh for the same 

purposes during the period from 2004-05 to 2008-09.  This means that out of a total of Rs. 

679.76 lakh, the Municipality accounts for only 9.8% a negligible amount indeed. 

 

Table 1 (a) shows that under social welfare sector, an amount of Rs. 71.16 lakh 

including Rs. 19.54 lakh from GOI has been utilized by Kasaragode Municipality for 

construction of Anganwadis, Nutrition programmes to Anganwadis and Assistance to 

mentally and physically challenged children while Social Welfare Department spent an 

amount of Rs. 194.68 lakh for the same schemes during the period from 2004-05 to 2008-09.  

Evidently 73.3% of the spending under Social Welfare is done by other external agencies 

including State departments.  As well illustrated in Table 1(a) duplication exists in roads, 

construction of school buildings and compound, drinking water supply, where besides the 

SC/ST departments, the MP, MLA funds are also involved. In such a scheme of things 

activity mapping for functional division of labour and role clarity loses all significance.  It is 

a matter for consideration how this multiplication of agencies and duplication of efforts have 

to be addressed by the State and Union Governments.  This functional proliferation and 

multiple fund flow results in waste of resources and duplication of efforts. 

 

A case study of Chengannur Block Panchayat 

 

The phenomenon of different agencies spending on the same types of functions in the 

same area leads to clear duplication of funding in the various tiers.  On the basis of our study 

of Chengannur Block Panchayat we have come to the following conclusions.  The transferred 

institutions like PHC, CDPO, Dairy Development Office, etc. still receive huge funds from 

their respective departments.  They use it for their maintenance.  Institutions in the Health 

Sector like PHC, receive funds from other agencies like NRHM also for their maintenance.  

At the same time, they are given assistance under Block panchayats schemes under the label 

of transferred institutions leading to cases of duplication of funds. 
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NRHM funds are often used in PHCs for purchase of medicine.  They also seek assistance 

from Block Panchayats (BPs) wherever necessary.  BP provides assistance for purchase of 

medicine on requisition for PHC leading to duplication of funds. 

 

Many programmes of Dairy Development Department are implemented directly by 

the Dairy Extension Officer attached to the Block Panchayats as per departmental guidelines 

though the institutions and functions stand transferred to Block Panchayats.  For example a 

major scheme of milk shed development project was implemented by the Dairy Development 

Department and financed by NABARD.  The project was envisaged for 2007-08 at an outlay 

of Rs. 28,74,800.  The project was completed during 2008-09.  The beneficiaries were 

selected by the Dairy Extension Officer and the project was implemented by him.  The Block 

panchayat did not have any role on this.  The BP is reduced to a redundant status.   

 

It is very strange to state that schemes involving crores of rupees of funds are 

implemented by the Transferred Institution itself without the knowledge of the Block 

Panchayat.  At the same time the Block Panchayat also implements various Dairy 

Development Schemes by including the same in their annual budget.  For example, for the 

year 2008-09 a scheme of installation of SHG Women’s dairy unit at an outlay of Rs. 

32,09,000/- was included in the Block Panchayats annual plan as project No. 5053/09,  The 

amount involved Rs. 16,09,000/- from development fund and Rs. 16,00,000/- as beneficiary 

contribution. 

 

An amount of Rs. 7,40,000/- was earmarked in the Block Panchayats annual plan for 

2007-08 under supplementary nutrition programme.  The CDPO is also in receipt of Central 

Government funds under various schemes on which the Block panchayat has no control. 

 

The impact of the 73
rd

 and 74
th

 amendments to the Constitution has yet to reach the 

grassroots level in its true spirit.  Even the so called ‘transferred institution’ functions on their 

own and stay outside the ambit of LGs.  Lack of coordination and accountability between 

transferred institutions and LGs has rendered the budgetary process of LGs a mockery.  It 

also leads to the undesirable situation of accumulation of funds in the hands of transferred 
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institutions at a time when LGs are running short of funds for implementation of schemes.  

For example, in the Block Panchayat, assistance under IAY could not be extended due to the 

shortage of funds whereas crores of rupees are parked and getting lapsed in the SC/ST 

Department, a transferred institution under the Block Panchayat. 

 

The case of Karunagappally GP 

 

The Karunagappally Gram Panchayat undertakes both general and SC housing 

schemes.  The Scheduled Caste Development department through the Scheduled Caste 

Development Officer (SCDO) also undertakes SC housing schemes with beneficiaries drawn 

from the same Gram Panchayat.  This leads to overlapping expenditure for the same 

functions.  Details of expenditure for 2008-09 on SC Housing by the Gram panchayat and the 

SCDO are given in Table 2. 

Table 2 : Gram Panchayat expenditure for landless rehabilitation and housing 

Description 
Gram panchayat 

expenditure (Rs.) 
SCDO Expenditure(Rs.) 

Landless rehabilitation 16,20,000 Nil * 

House construction 1,35000 4,42,500 

 * In 2007-08 the SCDO expended a sum of Rs. 1,35,000 on landless rehabilitation for 3 beneficiaries which 

indicated that both the Gram panchayat and the SCDO undertake the same type of  programme leading to 

overlapping of expenditure. 

 

There are 9 LP/UP schools under the control of the Gram Panchayat.  As per schedule 

III of the KPR Act, the construction and maintenance of LP/UP schools are vested in the 

Gram Panchayats.  In 2008-09, the gram panchayat spent an amount of Rs. 9,18,394 on 

maintenance of 8 LP/UP schools.  In the meantime the department using the SSA funds 

expended an amount of Rs. 4,80,000 on construction of three schools and Rs. 3,07,500 on 

maintenance of all the 9 schools.   Details are given in Table 3 :- 
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Table 3 

Construction and Maintenance expenditure of LP/UP schools under the control 

of Karunagappally GP. 

 

The administration and control of all the Government dispensaries are vested with the 

Gram Panchayats.  There is one Primary Health Centre (upgraded as Community Health 

Centre and transferred to Block Panchayat), one Homoeo Dispensary and one Government 

Ayurveda Dispensary within the jurisdiction of the Gram Panchayat. 

 

Another area of overlapping of expenditure noted is the procurement of medicines for 

the dispensaries.  In 2008-09 the gram panchayat/Block Panchayat expended an amount of 

Rs. 270607 on medicines.  Departmental supply of medicines to these institutions in 2008-09 

amounted to Rs. 766730.  Details are given in Table 4. 

Expenditure by the 

Department (Rs.) Sl 

No. 
Schools 

Expenditure 

on 

maintenance 

by GP (Rs.) 
On  

construction 

On 

maintenance 

1 GWUPS, Padanayarkulangara 1,41,818 15,00,000 85,000 

2 GLPS Maruthurkulangara 69,752 - 7,500 

3 GLPS Alappad - - 7,500 

4 GWUPS Nambaruvikala - - 85,000 

5 GMLPS Karunagappally 59,724 - 7,500 

6 GLPS Kozhikode 90,101 - 7,500 

7 Town LPS Karunagappally 59,935 - 7,500 

8 UPGS Karunagappally 2,18,161 80,000 85,000 

9 GSKV UPS Kozhikode 2,78,904 2,50,000 15,000 

 Total 9,18,394 4,80,000 3,07,500 
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Table 4 

Expenditure on procurement of medicines 

Expenditure on medicines (Rs.) Sl. 

No. 

Institution 

By LSGI By Department 

1 PHC Mynagappally 20,607 7,00,954 

2 Govt. Homoeo Dispensary 50,000 10,550 

3 Govt. Ayurveda Dispensary 2,00,000 55,226 

 Total 2,70,607 7,66,730 

 

The Gram Panchayat undertakes formation and maintenance of village roads only and 

hence the possibility of overlapping of expenditure with the Public Works Department is 

remote.  But because of the lack of physical demarcation of boundaries maintenance 

practically gets neglected. 

 

We have noted that the Department of Fisheries has undertaken certain schemes 

which normally form part of function of the Gram panchayats such as supply of sea security 

equipments in a few coastal area Panchayats. 

 

In sum this is the outcome of a partial field investigation.  Only a comprehensive 

physical verification could reveal the magnitude and the real waste of resources.  Even so, 

the limited findings based on random field studies show tremendous wastage of resources.  

This a malady that ought to be rectified. 
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Chapter XVII 

Summary of Recommendations 

Asset Management 

 

17.1 Government had approved an asset maintenance policy way back in 2002. It is 

recommended that this policy should be suitably adapted and reissued as applicable to 

local governments.  

(Para 12.15.1) 

 

17.2 Both the road and non road assets should be mapped out using Geographical 

Information System (GIS) and a dynamic database designed so that regular updation 

is possible.  It is suggested that NATPAC may be entrusted with the task of mapping 

roads and in the case of buildings agencies like Centre for Management Development 

(CMD), Costford, Socio Economic Unit Foundation, Maitri be entrusted with the task 

of preparing the details of assets.  In order to ensure accuracy there should be a 

system of certification by the Heads of Institutions in the case of buildings and 

engineers in the case of roads.  The expenses of asset mapping may be suitably 

deducted from the maintenance fund.  

(Para 12.15.3) 

17.3 Local Self Government Department may come out with a maintenance manual 

separately for roads and non roads assets. Till the manual is issued comprehensive 

guidelines incorporating the recommendations of the SFC-IV may be issued in super 

cession of all existing orders and circulars. 

(Para 12.15.4) 

 

17.4 The recurring costs of institutions transferred to local governments like electricity 

charges, water charges, fuel charges, repairs of vehicles and equipments, cost of 

consumables etc. may be met from non-road maintenance fund or general purpose 

fund as decided by the local government. For essential expenditure like telephone 

charges, water charges, fuel charges, essential stationery, rent, the estimated amount 

for an institution based on the actuals in the previous year may be released in advance 
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to the implementing officer.  Norms may be prescribed by Local Self Government 

Department for making this recommendation fully operational.   

(Para 12.15.5) 

 

17.5 As regards stand-posts of Kerala Water Authority it is recommended that all be 

converted into metered domestic connection.  If the local government so decides it 

can use non road maintenance fund also for this purpose.  This conversion has to be 

made mandatory and completed by the financial year 2012-13. 

(Para 12.15.6) 

 

17.6 Government should see that payment of current dues to Kerala Water Authority and 

Kerala State Electricity Board should be made the first charge on the own 

revenues/General Purpose Fund of Gram Panchayats, Municipalities and 

Corporations.  The Secretary of the local government concerned should be the 

responsible authority for paying the dues in time under intimation to the elected body 

and penalties due to delay would be the personal liability of the Secretary concerned. 

(Para 12.15.7) 

17.7 Veterinary medicines may also be included under the category of medicines which 

can be purchased by local governments using maintenance fund.  It is further 

recommended that there is no need for any ceiling for this component. 

(Para 12.15.8) 

 

17.8 All the items allowed under earlier Government Order could continue to be allowed 

and it may be clarified that no ceiling need be fixed for any single item. 

(Para 12.15.9) 

 

17.9 The own office buildings of Block Panchayats and District Panchayats and assets like 

ferries, burial and burning grounds, nursery schools, veterinary and medical 

institutions, own welfare institutions like poor homes, old age homes, BUDS schools 

etc. may be included as eligible for maintenance using non road maintenance fund. 

(Para 12.15.10) 
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17.10 Cost of maintenance of street lighting and of sanitation equipments would be 

continued to be met from own fund/General Purpose Fund of the local governments. 

(Para 12.15.11) 

 

17.11 While non-road maintenance fund cannot be diverted for any other purpose the local 

government may be given freedom to spend road maintenance fund for any of the 

items allowed under non-road maintenance. 

(Para 12.15.12) 

17.12 In order to evolve a viable and doable methodology in the preparation of maintenance 

plans for roads and non-road assets. LSGD may carry out a three-months action 

research programme in partnership with NATPAC (for roads) and CMD (for 

buildings) covering fourteen Gram Panchayats (One in each district), four Block 

Panchayats, two District Panchayats, four Municipalities and one Corporation. 

(Para 12.15.14) 

 

Financial Management 

 

17.13 The quarterly expenditure targets may be monitored closely and follow-up action 

taken to improve expenditure.  A rigorous capacity building has to be undertaken to 

train LGs to achieve these targets.  From the 12
th

 Five Year Plan expenditure of 60% 

at the end of the third quarter may be made mandatory and shortfalls penalized by 

future cuts equivalent to 50% of the amount of short spending.  This matter must be 

examined by the Audit Department and should seek satisfactory explanations. 

(Para 13.9.1) 

 

17.14 The registers being maintained by Local Governments need to be simplified and 

rationalized and be made easily amenable for IT applications. It is suggested that a 

small Expert Group may be constituted to interact with local government officials and 

the departments concerned and come out with suggestions within three months of the 

acceptance of this Report. 

(Para 13.9.2) 
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17.15 There should be zero tolerance of the tendency not to close cash books every day and 

in computerized system, not entering receipts and payments daily. Mobile teams may 

be constituted to conduct surprise checks and this should be followed up by stringent 

punitive action wherever non-compliance of instructions is reported. The following 

officers may be put in charge of inspecting cash books of at least 10% of the local 

governments every month and report regularly to the heads of department concerned 

and to the government in the case of District Panchayats. 

� Corporations & Municipalities – Regional Director of Urban Affairs. 

� Village Panchayats – Deputy Directors and Assistant Directors 

� Block Panchayats   – ADC (General) 

� District Panchayats – District level officers of the Finance              

                                                Inspection Wing 

o In computerized system, daily print out should be attested by the Secretary at 

least for one year. 

o Proforma vouchers may be prescribed for different categories as appropriate 

so that uniformity is ensured. 

(Para 13.9.2) 

 

17.16 Web-based software may be developed and deployed at the levels of LGs and 

treasuries with a district level terminal so that financial transactions shall be validated 

as per the provisions in the budget and shall be monitored online. The district level 

monitoring shall be entrusted with LSGD. 

(Para 13.9.2) 

 

17.17 The procedures to be followed by the Finance Standing Committee to review 

different aspects of financial management and to scrutinize the transactions and 

records may be issued in the form of Rules. 

(Para 13.9.3) 
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17.18 The Budget Manual suggested earlier should detail procedures for re-appropriation 

and to ensure appropriation control. Supplementary budgets may be allowed twice in 

a year in September and in January – this includes plan. 

(Para 13.9.3) 

 

17.19 Revenue estimates should not be in excess of the average annual growth over the 

previous three years. If there are rate increases of taxes/non-tax items then the 

proportionate increase should be allowed. This should be ensured through legislation. 

Any shortfall of more than 10% of the estimate may be viewed as malfeasance for 

action by the Ombudsman. 

(Para 13.9.3) 

 

17.20 A format may be prescribed for reconciliation of expenditure figures to be carried out 

before the 15
th

 of the succeeding months.  Treasuries should honour bills only after 

the reconciliation is done. 

(Para 13.9.3) 

 

17.21 The period of limitation of recovery of dues may be extended to 15 years. 

(Para 13.9.3) 

 

17.22 Minutes of Local Governments should be prepared within 24 hours and entered into a 

web-based software capable of tracking changes made by the elected head. Formats 

for agenda and minutes may be indicated for the main categories which come up for 

decision usually. 

(Para 13.9.3) 

 

17.23 A Public Accounts Committee consisting of one person from every political party 

represented in the local government and all unattached independents may be set up. It 

should be headed by a member who is not part of the ruling group. The powers and 

functions of the PAC should be given legal backing. 

(Para 13.9.3) 
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17.24 Disclosure of budgets, accounts and audit findings should be made mandatory under 

Section 4 of the Right to Information Act and formats prescribed for this easily 

understood by the citizens. The State Performance Audit Authority should come out 

with inter-local government comparisons of revenue and expenditure with special 

reference to efficiencies. This should be published annually. The fiscal analysis Cell 

in GIFT could support the State Performance Audit Authority in this. 

(Para 13.9.4) 

 

17.25 The procurement rules should detail the procedure for calling of quotations to ensure 

transparency and accountability. These Rules and the Public Works Rules should 

indicate contract formats as appropriate to different purposes. 

(Para 13.9.5) 

 

17.26 For payments of regular items of expenditure of transferred offices and institutions 

local government may transfer the annual estimated amount within normative ceilings 

prescribed by Government to the head of office so that smooth payments are made. 

(Para 13.9.5) 

 

17.27 Intensive training may be given on preparation of annual financial statements and 

budgets. 

(Para 13.9.5) 

 

17.28 The practice of permissive sanctions may be done away with and local governments 

having own revenues be allowed to spend a portion of their own revenue surplus for 

extraordinary items subject to an annual ceiling. 

(Para 13.9.5) 

 

17.29 A new Chapter titled “Fiscal Accountability” be introduced in the Kerala Panchayat 

Raj Act and Kerala Municipality Act covering the following points. 
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1) Making person(s) responsible for diversion of funds to pay an 

interest of 2% per month on the diverted funds till they are 

recouped. 

2) Any decision of local governments to divert funds should be made 

illegal so that officers concerned need not obey them. 

3) Payments of deducted and collected items should be made 

automatic. Deducted items should be sent to the appropriate 

authority within 30 days and the library cess should be remitted 

within 30 days of the succeeding financial year. Same time limit 

may be prescribed for the 2% contribution of Urban Local 

Governments to the Urban Poverty Alleviation Fund. 

4) Repayment of loans, payments of dues to Kerala Water Authority 

and Kerala State Electricity Board in respect of street lights and 

public water supply should be made the first charge on own 

revenues and General Purpose fund. Any penalties may be 

collected from the Secretary concerned. 

5) Transfers to implementing offices/heads of offices for payment of 

electricity/water/telephone charges etc., should be automatic. 

6) Deposit works should be resorted to only if they are part of the 

Budget and based on proper estimates. There should be an 

agreement with the implementing agency covering the issues like 

time of completion, cost increases etc. 

7) Splitting up of works to obtain technical sanction by lower level 

authorities should be banned. Cost increase of public works more 

than the technically sanctioned estimate should be allowed only 

with the approval of an authority to be prescribed for the purpose. 

8) Technical Advisory Groups and DPCs should be made liable for 

wrong decisions. 

9) The Secretaries and ex-officio Secretaries should mandatorily give 

their advice on file and it should be indicated in the minutes of the 

local government while decisions are taken. If no advice is 
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tendered or wrong advice is given the official would be 

responsible; otherwise the elected members involved in the 

decision would be liable. 

10) Implementing officers and ex-officio Secretaries should be made 

responsible for provision of details for budget preparation, 

provision of data on performance and for follow up of audit 

findings in respect of their area of functioning.  Repetition of the 

kind of mistakes once pointed out by audit and rectified should be 

brought within the definition of malfeasance. 

11) All audit findings having financial implications for individuals 

should be finalized within six months.  Audit Monitoring 

Committees should ensure this. 

12) The provision to recover monetary loss caused to Local 

governments by action or inaction by elected members or officials 

jointly or separately should be introduced in the Kerala Panchayat 

Raj Act and Kerala Municipality Act. 

13) An appellate system should be prescribed for hearing and deciding 

first appeals against charge and surcharge decisions which could 

be a statutory body consisting of Director of Local Fund Audit, 

State Performance Audit Officer and a representative of CAG. 

14) As regards illegal decisions the existing provisions should be 

modified to allow officials the freedom not to implement them 

subject to the condition that they give it in writing with the 

rationale in detail. If the local governments feel that the stand of 

the officer is not correct they may refer it to Government and the 

decision of government shall be binding or the local governments 

may insist on carrying out the decision in which case the officer 

could take up with Government and await decision.   Time limit 

for decision could be sixty days. 

15) A budget review may be prepared at the close of every six months 

of the financial year i.e. before 30
th

 of September and 30
th

 of April 
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and that review reports should be published as a public document 

and discussed at the Gram Sabha meetings in detail. 

(Para 13.9.5) 

Good Practices 

17.30 SFC IV could not make independent analysis of the best practices in the LGs. Each 

LG in the state would have a success story to tell the world. There are lessons to be 

drawn from each such experience. Therefore it is recommended that Kerala Institute 

of Local Administration in collaboration with SIRDs to make analytical assessment 

of each of this experience in the state and document it for the benefit of other LGs. It 

is to be analysed whether the projects undertaken by the LGs are the reflections of felt 

needs at the grass root level. Documentation of national and international good 

practices may also be done and its adaptability in the context of Kerala analysed. 

(Para 14.49.1) 

 

17.31  This documented literature could form material for training of LG members and 

officials.  

(Para 14.49.2) 

 

17.32 Based on the analysis of the experience of each sector, some generalisations could be 

made and such lessons could be used to provide sectoral guidelines to the LGs in the 

development of these sectors. 

(Para 14.49.3) 

 

17.33 Innovative programmes on sustainable development under taken by the LGs in each 

sector may be assessed by an independent group of experts and a special trophy given 

to three best practices every year. This would be in addition to the present Swaraj 

trophy given over to the best LGs for over all performance. 

(Para 14.49.4) 
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17.34 LGs which emerge as best practitioners at the state and district levels may be 

encouraged to take up action research programmes involving practitioners and 

researchers.  

(Para 14.49.5) 

17.35 LGs with proven best practices should be selected for field training of other LGs with 

suitable State support.  They can also make use of studies conducted by expert 

agencies on such important matters as Solid Waste Management, Rain Water 

Harvesting and the like.  The two studies which we have conducted are uploaded for 

use by the LGs. 

 

a. Strategy for solid waste management in local government in Kerala. 

b. Feasibility study on rain water harvesting with cost benefit aspects. 

(Para 14.49.6) 

 

 

Institutionalization 

 

17.36 The Kerala Panchayat Raj Act and Kerala Municipality Act were amended in 1999 

based on the recommendations of Sen Committee experience of the first three years 

of decentralization.  Now twelve more years have passed and it is time to revisit the 

Acts and suitably alter them as dictated by experience.  The Commission has 

identified the following broad areas for immediate attention.   

(Para 15.22) 

 

17.37 The provisions relating to elections need to be rationalized to ensure that the whole 

process is smooth and efficient.  It must be made mandatory of Government to 

complete in all respects the re-drawing of boundaries of Local Governments at least 

one year before the general elections to Local Governments are due.   To motivate the 

performance of elected members, to ensure equity and to increase accountability, the 

rotation of reserved seats needs to be extended to once in two terms.  Further, 

delimitation of constituencies may be done once in 20 years as frequent delimitation 
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destroys the identity of the most critical participatory forum viz; the gram sabhas and 

ward sabhas.  

(Para 15.22.1) 

17.38 The provisions relating to planning, both regulatory spatial planning and 

developmental socio economic planning are very week.  Also provisions related to 

implementation of such plans are also sketchy.  Particularly significant is the lack of 

clarity on the powers and functioning of the critical constitutional mechanism, the 

District Planning Committee.  All these need to be remedied.  

(Para 15.22.2) 

 

17.39 There is lack of clarity on the relationship between Local Governments and the State 

Governments including para statals performing functions assigned to Local 

Governments.  This has to be laid down clearly. 

(Para 15.22.3) 

 

17.40 The roles and responsibilities of staff transferred to local governments and nuances of 

the relationship between elected members and office holders and permanent officials 

need to be set out in detail.  

(Para 15.22.4) 

 

17.41 The accountability provisions are quite week.  The liability of elected members and 

officials needs to be clearly spelt out.  Independent social audit has to be incorporated 

in the laws.  A Chapter on Fiscal Accountability has to be introduced.  The 

Commission has given the details in Chapter on Financial Management and Fiscal 

Accountability. 

(Para 15.22.5) 

 

17.42 The Acts are weak on several matters relating to good governance and public service 

delivery.  This needs to be remedied.  

(Para 15.22.6) 
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17.43 People’s participation is the hall mark of Kerala’s decentralization.  Barring gram 

sabhas and ward sabhas, there are very few provisions relating to citizen participation 

in different areas of local governance.    

(Para 15.22.7) 

 

17.44 There is an all round feeling that the traditional civic functions of Local Governments 

are weak after the big bang decentralization.  These provisions are set out in detail 

and need to be revisited and updated to make them in consonance with legislative 

advancements at the national level.   

(Para 15.23.1) 

17.45 A priority item could be the enactment of an independent Public Health Act to replace 

Travancore-Cochin and Madras Public Health Acts which are still in vogue.  There 

are several regulatory powers of Local Governments.  These need to be clarified and 

elaborated.   

(Para 15.23.2) 

 

17.46 Though the Commission intended to draft the amendments, it could not do so for 

want of time.  Therefore, it recommends the setting up of a High Power Committee 

on the lines of the much appreciated Committee on Decentralization of Powers 

popularly known as the Sen Committee consisting of eminent political leaders 

preferably bi-partisan, activists, academicians and officials.  This Committee could 

also oversee the entire institutionalization process.  

(Para 15.23.3) 

 

17.47 An Office Management Manual which is capable of being operationalised and 

monitored electronically may be designed for local governments.  The  Manual could 

draw the best elements of the District Office Manual, the Manual followed in Central 

Government Offices,  also incorporating  systems prevalent in new generation public 

and private sector institutions.  

(Para 15.26.1) 
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17.48 A Manual of Personnel Management may be developed incorporating not only 

disciplinary rules and the Code of Conduct but also explaining well accepted 

techniques of human resource management and performance assessment.   

(Para 15.26.2) 

 

17.49 Local Governments need to purchase different kinds of goods and some times even 

services to carry out their functions.  Now they are governed basically by the Stores 

Purchase Rules and executive instructions issued from time to time by Finance and 

Local Self Government Departments.  The Stores Purchase Rules are themselves 

outdated and certainly they are not appropriate to the local self government situation.  

The rudimentary procurement manual applicable to local governments issued as per 

GO (P) No. 259/2010/LSGD dated 08.11.2010 may be extended and suitably 

modified to cover all the procurement needs of local governments especially in areas 

like procurement of services, developing annual maintenance and other service 

contracts, contracting in all human resources, outsourcing, etc.   

(Para 15.26.3) 

 

17.50 A Public Works Manual exclusively for local governments may be developed with 

special emphasis on quality assurance, community contracting, citizen participation 

and monitoring and social accountability.    

(Para 15.26.4) 

 

17.51 A Committee of Experts may be constituted for the organizational re-engineering of 

the LGs and to come out with manuals for office management, personnel 

management, procurement of goods and services and works. 

(Para 15.26.5) 

 

17.52 At the local government level, there is an urgent need to integrate plan with the 

budgetary process atleast from the year 2012-13.  There should be a single document 

covering all items of receipts and expenditure passed by each local government by 

March, every year including the annual plan.  To this end the Budget Rules may be 
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thoroughly recast with adequate provisions for participatory planning and budgeting.  

The Rules should incorporate provisions for transparency; there should also be 

adequate provisions to ensure the integrity and sanctity of the budget, especially in 

relation to forecasting of revenues and estimating of expenditure.  

(Para 15.29.1) 

 

17.53 The Budget Rules should be amplified in considerable detail in a simple manner with 

enough number of illustrations and issued in the form of a Budget Manual. The 

technical support and guidance of the Accountant General may be obtained for this.   

(Para 15.29.2) 

 

17.54 Government have already decided to go in for an accounting system which combines 

the critical features of accrual accounting with the traditional cash-based system and 

the rules are ready.  Since it is felt that the staff in local governments would find it 

difficult to classify the accounts according to the new system, it is recommended that 

the Information Kerala Mission be geared up and the charge of deploying the 

accounting software Sankhya. Suitable integration of softwares relating to revenue 

(Sanchaya), Planning (Sulekha), Assets (Sachitra) and pay bills (Sthapana) with 

Sankhya may be effected. 

(Para 15.29.3) 

 

17.55 A detailed Accounts Manual should also be prepared.  

(Para 15.29.4) 

 

17.56 The Financial Rules be issued immediately and a Financial Manual developed.   

(Para 15.29.5) 

 

17.57 Government have already taken the important policy decision to set up a Fiscal 

Analysis Cell in the Gulati Institute of Finance and Taxation (GIFT) and allocated the 

required funds.  It would be worthwhile to finalize the information flows and the 
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necessary formats and responsibilities for collection, transmission, consolidation, 

publication and supervision.  

(Para 15.29.6) 

 

17.58 An appropriate software be developed by the NIC to capture  on real-time basis the 

item-wise expenditure data of local governments from development funds, 

maintenance funds and other categories of funds transacted through the treasury 

system.  

(Para 15.29.7) 

 

17.59 A very important recommendation made by the SFC-II to credit all own revenues 

collected to a single account in Banks has not been operationalised so far.   This may 

be done immediately and arrangements made for transmitting the monthly data to the 

Heads of Department and through them to the Fiscal Analysis Cell in the GIFT.  

(Para 15.29.8) 

 

17.60 The existing participatory planning methodology needs to be buttressed by effective 

spatial planning on the lines of the experiment tried out in Kollam viz; Integrated 

District Development Plan and Local Development Plan and the recommendations 

made in the Evaluation Report (2009).   It is suggested that this exercise may be 

undertaken well in advance so that the results of the analysis could feed into the 

preparation of the XII
th

 Plan. 

(Para 15.31.1) 

 

17.61 The Director of Economics and Statistics may be mandated to provide all available 

statistics to the local governments.  The Research Assistant at the Block Panchayat 

level must be put in charge of collecting and collating different development data 

being generated by departments especially relating to Agriculture, Animal 

Husbandry, Dairy Development, Education, Industries, Child Development, Health 

and also credit data from bank at Village and Block Panchayat levels.  Similar work 
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may be done in the urban local governments.  The experience of the national project 

on local statistics may be utilized to achieve this.  

(Para 15.31.2) 

 

17.62 A joint effort may be launched immediately by State Government, DPCs and the local 

governments to search, identify and empanel Experts in different fields so that their 

services could be drafted for the Working Groups and Technical Advisory Groups.  

KILA should invest heavily in building the capacity of these local institutions.   

(Para 15.31.3) 

 

17.63 To improve planning in the productive sector the following recommendations are 

made: 

 (a) In all local governments with paddy cultivation, the data base being prepared 

under the Kerala Conservation of Paddy Land and Wetland Act, 2008 may be 

validated and utilized to prepare plans converging the resources of local 

governments, the Agriculture Department and Centrally Sponsored Schemes like 

MGNREGS and RKVY.  The Agriculture Department should inform the local 

government wise allocation of funds from the State and Central Governments to 

enable preparation of such plans.  

(b) The methodology developed by Kudumbashree for Samagra projects may be 

suitably adapted for different areas under the agriculture and allied sectors.  

(c) In order to ensure sustainable development in the agriculture and allied sectors, 

watershed based planning may be made mandatory for the XIIth plan.   

(Para 15.31.4) 

 

17.64 All service delivery institutions should be mandated to prepare service delivery plans 

for which the methodology has already been developed under Modernizing 

Government Programme and adapted in the guidelines for the XIth Five Year Plan.   

(Para 15.31.5) 
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17.65 For the XII Five Year Plan, Development Reports and Vision Documents should be 

made mandatory for every local government as it was during the Nineth Five Year 

Plan. The methodology developed for District Human Development Reports could be 

suitably adapted for the purpose of Development Reports.   

(Para 15.31.6) 

 

17.66 Five Year Plans may be prepared from the XII Five Year Plan.   

(Para 15.31.7) 

 

17.67 District Planning may be made mandatory with focus on the following sectors. 

 

 (a) Health. 

 (b) Education. 

 (c) Agriculture and allied sectors.  

 (d) Water supply. 

 (e) Energy. 

 (f) Mobility.  

(Para 15.31.8) 

 

17.68 A special effort should be launched to develop SCP and TSP projects utilizing the 

data generated by the surveys of SC/ST habitats undertaken by KILA in partnership 

with SC/ST Development Department.  

(Para 15.31.9) 

 

17.69 Women Component Plan (WCP) may be strengthened and gender budgeting be given 

statutory status. 

(Para 15.31.10) 

 

17.70 A multi-pronged strategy for strengthening monitoring is recommended.  The 

elements of the strategy suggested are as follows: 
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1) Working Groups have obligation to monitor the projects related to their 

sector.  This system may be activated.  Appropriate formats may be designed 

for different kinds of projects and given to the Working Groups.  Details 

should be computerized and as well as discussed in meetings of the Local 

Governments. 

2) Local Governments may conduct a meeting every month on a fixed day in 

which all the implementing officers participate.  The progress of the schemes 

may be reviewed. 

3) For all projects simple PERT charts may be prepared in consultation with the 

implementing officers.  This should become part of the project file. 

4) Formats may be prepared for submission of progress reports by implementing 

officers relating to different sectors.  The progress reports must be entered into 

the computer in the Local Government on a fixed date every month for 

transmission to the State Headquarters for consolidation and analysis.  One 

copy of the progress report should be sent directly to the district level officer 

of the department concerned by the implementing officer. 

5) While holding monthly meetings of field level officers by the district officers, 

a fixed agenda item to monitor the progress of LGs should be made 

mandatory.  The reports sent by the implementing officers should be 

consolidated for Gram Panchayats, Block Panchayats, Municipalities, 

Corporations and District Panchayats by the district officer and sent to the 

Heads of Department with critical comments and suggestions, every month.  

The Heads of Department should prepare state level reports and send to their 

Secretary and Secretaries in charge of LSGD and Planning. 

6) Every month, there should be a review meeting held by the Secretary in 

charge of LSGD in which Heads of Departments or specially nominated 

Additional Directors participate.  The key issues emanating from these 

reviews should be discussed in the Co-ordination Committee and follow up 

action taken. 

7) There should be an independent quality assurance system for public works put 

in place in consultation with the Director of Technical Education and Director 
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of Employment & Training, to harness the services of Engineering Colleges, 

Polytechnics and it is in a systematic manner. 

8) A concurrent monitoring system may be put in place utilizing the services of 

Colleges, particularly the NSS and NCC units and other clubs functioning in 

the Colleges. 

9) Institutes of repute like Centre For Development Studies(CDS), Centre for 

Management Development(CMD), Indian Institute of Management, 

Kozhikode(IIMK), Centre For Water Resources Development and 

Management (CWRDM), Centre For Earth Science Studies(CESS) could be 

requested to conduct sample studies as part of concurrent evaluation. 

10) Educational and academic institutions may be entrusted with the task of 

independent concurrence monitoring. Technical Education Institutions like 

ITIs, Polytechnics and Engineering Colleges could be involved in quality 

assurance of public works on a random sample basis.   

11) Further, a community based monitoring strategy may be put in to operation. 

(Para 15.31.11) 

 

17.71 For the effective functioning of District Planning Committees (DPCs) the 

Commission proposes the following. 

 

(a) DPCs should be empowered to source support from empanelled research and 

academic institutions within the State.  

 

(b) DPCs should be given adequate funds for taking up surveys and studies. A 

separate Research and Developemnt Fund may be created for this purpose.  

 

(c) The District Development Committees (DDCs) may be wound up and DPC made 

the authority for monitoring the implementation of State Plan Schemes at the 

District and bringing about appropriate linkages with the local government plans 

to avoid overlaps, attain compliment and attempt synergy.  
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(d) A detailed Government Order may be issued on the functioning of the Technical 

Secretariat clearly specifying the roles and responsibilities of different levels of 

officials belonging to Planning, Town Planning and Statistics Departments in the 

District.   

 

(e) Government of India may be approached for channelising the services of the 

district units of the National Informatics Centre to provide IT based support to 

DPCs for different planning and monitoring purposes.   

(Para 15.31.12) 

17.72   It is understood that a work study was done by Centre for Management 

Development on staff needs of local governments in 2005.  Since more than five 

years have elapsed, Centre for Management Development may be asked to revisit the 

study and update it.  A scientific rearrangement and fixing of staff pattern may be 

implemented as early as possible.   

(Para 15.33.1) 

 

17.73 One Assistant Engineer is needed in every Gram Panchayat whereas now there is 

provision only for one Assistant Engineer for two Gram Panchayats.  

(Para 15.33.2) 

 

17.74 In the Part-I of SFC-IV Report it was recommended that  the post of an Accountant 

may be created as an independent and professional cadre in all local governments.  

This recommendation is reiterated.   

(Para 15.33.3) 

 

17.75 A Chief Executive may be appointed in every GP This cadre should be supra 

department and ideally form part of the entry  level of State Civil Service Office.   

These posts should be over and above the existing Secretaries so that it does not 

affect the career prospects of existing staff.  The suggestion would involve additional 

financial commitment.  Even if high salaries are given, the total cost to the exchequer 

would not be more than Rs.40 crore per year.  Considering the efficiency gains, it is 
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felt that this is affordable.  It is also recommended that to attain this efficiency, there 

has to be at least a one year induction training with at least one month in a nationally 

reputed institution and three months in the field.  Gradually this system may be 

extended to the other four categories of local governance. 

(Para 15.33.4) 

 

17.76 KILA should come out immediately with a plan of action to build the capacity of 

different grades of staff within three years with special emphasis on imparting the 

necessary skill to use computers.   

(Para 15.33.5) 

 

17.77 Performance assessment of officers should be made more elaborate with appropriate 

performance indicators. 

(Para 15.33.6) 

 

17.78 It is not possible to bridge the human resource gap only with additional man power.  

Therefore, e-governance assumes special importance. Kerala has made giant strides in 

acquisition of hardware and development of software.   But rolling out the 

applications seems to be stuck.  Therefore, it is recommended that the rolling out 

should be completed within one year in respect of the following: 

 

(i) Accounts. 

(ii) Distribution of pensions. 

(iii) Preparation of estimates and work bills.  

(iv) Grievance redressal. 

(v) Issue of licenses and permits. 

(vi) Establishment matters.  

(vii) Asset accounting 

(Para 15.33.7) 
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17.79 A Human Resource Commission for Local Governments headed by an eminent 

expert and consisting of the Secretaries of Finance, Personnel and Adminstrative 

Reforms and LSG Departments and also two other experts may be constituted to 

work out the details and modalities involved in the issue of human resource 

development.  The work may be completed in six months.  

(Para 15.33.8) 

 

17.80 This dual control on the transferred officials remains to be a hamstrung in the process 

of decentralisation to be cured at the earliest.  Therefore the above Commission may 

look into the possibility of creating a special cadre of officials comprising 

administrative and technical staff for the Local Governments, and the personnel of 

this “Local Government Service” may be given specialized training in devolved-

functions and decentralization.  The existing officials under the State Service may be 

deployed to this service without infringing on their promotion prospects, and the state 

may discontinue further recruitment of staff for the devolved function.  Slowly but 

certainly, the existing system of dual controlled staffing must be done away with. 

(Para 15.33.9) 

 

17.81 The Ombudsman may be converted into a three member body consisting of serving or 

retired High Court Judge, serving or retired Secretary to Government and an eminent 

public person.  To ensure highest credibility, the selection should be done jointly by 

the Government and the Leader of Opposition (this was the original recommendation 

of the Committee on Decentralization of Powers).   

(Para 15.36.1) 

 

17.82 The investigation system of the Ombudsman which naturally has to rely on the 

existing official set up is quite weak now.  It is necessary to elaborate on the 

investigation system and also have a special investigating team consisting police and 

Civilian Officers.  A Committee may be set up consisting of the Ombudsman, 

Secretaries of Law and LSG Departments and Director General of Police to work out 

the systems and procedures in detail.   
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(Para 15.36.2) 

 

 

17.83 In order to strengthen social accountability, Gram Sabhas and Ward Sabhas need to 

be activated.  As also the Ward Committees in cities.  Government may issue rules 

immediately in respect of Ward Committees.  As regards Gram Sabhas and Ward 

Sabhas, it is necessary to develop sub systems in the form of neighbourhood groups 

and Residents Associations.  The Area Development Society under Kudumbashree 

may be assigned the task of intimating all households about the Gram Sabha/Ward 

Sabha and to start with the state may launch a high voltage campaign on the rights 

and obligations of Gram Sabhas and Ward Sabhas.   

(Para 15.36.3) 

 

17.84 One more Appellate Tribunal may be set up for the northern region of the State 

preferably in Kozhikkode. 

(Para 15.36.4) 

 

17.85 The grievance redressal system of all local governments needs to be revamped and 

the citizen be made aware of his/her rights and entitlements.  It is necessary to 

provide a hand book on citizen entitlements to every household.  There should be 

prominent display boards on the rights of citizens and the recourse to different 

methods of redressing grievances in the local government offices.   

(Para 15.36.5) 

 

17.86 Government should come out with detailed rules in consultation with the Chief 

Information Commissioner on operationalising Section 4 of the Right to Information 

Act in respect of local governments.  The suggested areas for mandatory self 

disclosure are:  

 

(a) All purchases item-wise and source-wise above Rs.1,000/- for a category in a year.  

(b) Information of proposed payments in respect of works through the website.  
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(c) Expenditure on staff.  

(d) Expenditure on other establishment and administrative matters.  

(e) List of valid permits and licenses with their conditions.  

(Para 15.36.6) 

 

17.87 Social audit should be made statutory and elaborate rules prescribed for its conduct 

and follow up on recommendations.  An independent social audit mechanism has to 

be put in place.  Though a small beginning has been made by the setting up of the 

Social Audit Cell, it needs to be suitably augmented to facilitate citizens to conduct 

social audit in a meaningful and credible manner.  

(Para 15.36.7) 

 

17.88 Citizens Charters should be revisited and be made realistic in terms of assured 

deliverables.  The existing rules for the preparation of citizen charter may be suitably 

modified to meet these objectives.   

(Para 15.36.8) 

 

17.89 Citizens score-cards may be made a regular feature and the task of doing this may be 

entrusted to the Social Audit Cell in partnership with KILA.  

(Para 15.36.9) 

 

17.90 The Performance Audit system should be revamped to make it an effective internal 

audit system which is online and corrective rather than fault-finding.  It should not do 

formal audit.  A detailed check list may be developed for performance audit to be 

developed into a Manual.   

(Para 15.36.10) 

 

17.91 In order to improve the quality of formal audit, an Audit Manual may be prepared.   

(Para 15.36.11) 

 



 441 

17.92 An independent Audit Commission has to be created for all LGs, for the reasons 

outlined by the Committee on Decentralisation of Powers, which are quoted below: 

 

“ (i)  It would not be appropriate for Local Governments to be audited by a 

Government department.  In keeping with the spirit of decentralisation an 

independent professional authority backed by a statute would be more appropriate. 

 

(ii)  Setting up of an independent audit mechanism would be in accordance with the 

basic principles of audit in a democratic society which envisages freedom for the 

audit system from the executive. 

  

(iii)  Past performance in the audit of Local government leaves much to be desired.  

This is not merely a failure of the auditors or the audit department but of the system 

itself.  For a qualitatively different audit system to emerge, a new organizational 

structure with a new mandate and vision is necessary. 

 

(iv)  The Local government would be performing diverse functions ranging from 

routine maintenance to promoting economic development and they would be having a 

say in all sectors of development.  In order to audit one unit having such diversity of 

functions a versatile professional system is called for. 

 

(v) For auditing of Local government a comprehensive, multi pronged approach 

would be required.  Sometimes even a commercial kind of audit may become 

necessary.  This can be provided better by an independent Commission. 

 

(vi)  An audit mechanism for Local government has to be sufficiently empowered to 

follow up its decisions and recommendations.  This can again be done better by a 

Commission. 
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(vii)  Any audit system has to enjoy high credibility and evoke respect from the 

public as well as its clients.  An independent Commission would definitely gain 

greater credibility and acceptance than a Government Department. 

 

(viii)  Audit implies something more than verifying expenditure and pointing out 

irregularities – it has the larger objective of improving efficiency through continual 

reforms.  This can again be achieved more by a Commission. 

(Para 15.36.12) 

 

17.93 Thus the Committee envisages an independent Audit Commission with professional 

leadership and this Commission should be for all the LGs both urban and rural but 

only for the LGs.  A separate Audit Commission for the LGs is required as they are 

no longer mere grant-in-aid institutions of the Government.  They have an 

autonomous functional domain and have the status of a local government.  They are 

democratic agencies and perform most of the Government functions at the local level.  

It should be inappropriate to consider elected LGs on a par with other charitable 

institutions and autonomous agencies.  Hence the need to have a separate set up for 

the audit of these LGs.  As regards the present Local Fund Audit Department, it can 

provide the nucleus of the Audit Commission by lending the services of a portion of 

its staff to the new organization.  For creating the new institution there has to be 

substantial changes in the Kerala Local Fund Audit Act 1994. ” 

(Para 15.37) 

 

17.94 The Public Participation Law which is a reform mandated by Government of India 

under JNNURM does not seem particularly appropriate to Kerala;  but will be useful 

if it is adapted as relevant to Kerala and incorporated in the Kerala Panchayat Raj Act 

and Kerala Municipality Act with focus on the following:  

1)   Functioning of Gram Sabhas/Ward Sabhas/Ward Committees 
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2)  Setting up various participatory forums akin to those suggested by 

Administrative Reforms Committee of Kerala III (KARC III) according to the 

situation on ground is reproduced below: 

(1) Citizens’ Juries : This is an American concept.  It brings together a group 

of representative citizens to consider an issue in depth for a period of three 

to five days during which period they receive evidence, written and oral, 

examine witnesses and discuss the issue thoroughly before arriving at a 

conclusion which is presented in the form of a report.  These Juries enable 

concerned citizens with differing kinds of expertise to analyse an issue 

and come to a conclusion, which can help a rounded appreciation of it.  

Since it requires only a short time commitment it has possibilities of 

participation from a wide cross section.  Typically a Jury could contain 10 

to 20 members having balance of gender, age and occupation.  To avoid 

bias, it is necessary to give representation to various points of view.  

Juries normally have clear procedure for examining witnesses, calling for 

expert assistance, perusing documents and so on. 

(2) Planning Cells:  This is a German system akin to the Citizens Jury.  It 

aims at involving the stakeholders, experts and citizens in the planning 

process based on their experience and expertise.  The logic behind 

involving the three groups is simple; since stakeholders have an interest, 

they will be fully involved in bringing out all the issues involved, experts 

provide the technical input and citizens are the neutral observers who can 

be either the victims or the beneficiaries of the planning measures.   A 

three-step process is followed.  In the first step the stakeholders identify 

their criteria and objectives for evaluating various options of the planning 

issue.  In the second step experts identify the impacts of the various 

options.  Acting as Group Delphi, experts are divided in small groups.  

Later they compare their judgements and try to arrive at a consensus. In 

the third and final steps, Citizens panels are asked to determine the 

relevant values, criteria and indicators for decisions and come out with 

their consensus conclusions. 
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(3) Standing Citizens Panels. These panels consisting of 10 to 25 members 

function more or less on the lines of the Citizens Juries but they are 

Standing Committees. They could be used as sounding boards by a 

department, agency or local authority. In case full-time deliberative panels 

cannot be formed a variant version called Talk Back panels consisting of 

people who respond to questionnaires periodically can be set up. 

(4) Deliberative opinion polls.  This has been tried out in the United 

Kingdom. Essentially a representative sample of the population to be 

covered is taken after a baseline survey. They are called to a single place 

and exposed to various facets of the matter in question. They are given the 

opportunities to understand the issue in full and have the freedom to 

discuss and deliberate. Thereafter an opinion poll is conducted. 

(5) Visioning. This can be done in small communities, especially Village 

Panchayats and Neighbourhoods in urban areas. It is more an approach 

and can be developed through meetings designed to get a collective 

opinion on how a service system, institution or even an area should be 

after a particular period of time. 

(6) Round Tables. This was developed in Canada to bring together groups of 

interested parties and stakeholders to discuss various issues on a 

continuing basis. All members participate on an equal basis. 

(7) Public Hearing. This is a form of explaining to the public various aspects 

of a proposed development project enabling the public to air their 

concerns and get clarifications. This will help the public to be informed of 

the implications of a development project and help government to prepare 

mitigative measures to address the concerns and fears of the public. 

(8) People's Hearings. This is a model developed by the MKSS in Rajastan 

called JAN SUNWAI. It is a post facto social audit of development 

expenditure by the community. Typically the community is given all the 

details of a proposed work and after completion, details of expenditure, 

materials used, labour employed etc., are also given. This then has to be 
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validated in a public meeting and if deficiencies are pointed out 

rectification would be required. 

(9) Public scrutiny panels. Representative panels of citizens are invited to 

review the quality of services rendered to them by departments or local 

governments. Feedback from them is obtained in a semi-structured 

manner and consolidated. 

(10) Issue forums. These fora have been developed in USA to enhance the 

quality of public judgment. People are encouraged to come together based 

on their interest in an issue. A moderator explains various aspects of the 

issues and the people analyse and discuss, then come to a conclusion. 

(11) Policy Councils.  These have been set up in Brazil as part of 

participatory budgeting to cover various sectors.  The functional 

committees could be modelled as this. 

 

(12) The above mentioned list is only suggestive. They should be seen as 

democratic systems for consultation. Broad guidelines on such 

participatory arrangements could be laid down and local governments 

encouraged to set them up for different purposes. But enough safeguards 

should be built in to ensure that they are not manipulated or 

preconditioned. They should be seen as vehicles for broadening the 

interface between the local government and the citizen. They would help 

in citizens becoming more aware of local governmental activity and the 

local government becoming more responsible to public concerns. 

 

3)  Activation of the existing fora like Working Groups and TAGs 

(Para 15.38) 

Recommendation to the Government of India 

17.95 By giving Constitutional status to the Panchayati Raj Institutions (PRIs) and Urban 

Local Governments, Local Governments (LGs)have become a third stratum of 

governance, an integral part of the Indian federal polity.  Article 280 has been 



 446 

amended adding two sub-clauses mandating the Union Finance Commission (UFC) to 

recommend measures needed to augment the Consolidated Fund of a state to 

supplement the resources of the PRIs and Municipalities on the basis of the 

recommendations made by the State Finance Commission (SFC).  A natural corollary 

of this is that SFC recommendations should precede the Union Finance Commission.  

But given the diverse time frame of the establishment of the SFCs strict 

synchronization with the UFCs has been virtually ruled out.  Even so, it is important 

for each SFC to specify or suggest what it seems important to be considered by the 

UFC.  This chapter attempts to address this issue.  We spell out below some 

recommendations for the consideration of the Government of India as well as of the 

FC-XIV when constituted.  Our approach in this regard is governed by the 

consideration to make the third stratum effective institutions of self government, in 

the federal structure of the country. 

(Para 16.1) 

17.96 Statutory backing for SFC-UFC timing of Report: Constitutional Amendments 

which will ensure the synchronization of the FC and SFC reports may be attempted. 

(Para 16.2) 

 

17.97 Profession Tax:  Government of India have already accepted the recommendations 

of the FC-XII to raise the ceiling on Profession Tax.  But so far no action has been 

taken.  As a result of this Local Governments have suffered considerable loss of 

revenue.  Action on this may be expedited in the best interest of local governments in 

the country.  In order to avoid the need for frequent amendments it is suggested that 

the ceiling may be raised to Rs. 10,000 with permission to increase it by 50% every 

five years. 

(Para 16.3) 

 

17.98 Taxing Central Government properties: It is important that Government of India 

may take a view on the issue of levying taxes on the properties of Central 

Governments.  We request that action may be expedited on this to avoid potential loss 

of revenue to the LGs. 



 447 

(Para 16.4) 

 

17.99 Building Database :  While it is widely acclaimed and firmly endorsed by the XI, 

XII, XIII Finance Commissions that building database is an important project to be 

immediately launched, it is not inadequately supported.  We recommend that all state 

governments that collect data online from the Local Governments may be supported 

by the Government of India or by future UFCs 

(Para 16.5) 

 

17.100 Support for GIFT :  It is now widely acknowledged that Kerala has made significant 

progress in regard to decentralisation in general and fiscal decentralisation in 

particular.  Gulati Institute of Finance and Taxation (GIFT) in Kerala is an institution 

that inter alia specializes on the principles and practices of fiscal decentralisation in 

the country.  We recommend that the GIFT may be supported with a grant-in-aid for 

the training of senior officials of the different State Government Departments in 

regard to fiscal devolution and other allied areas. 

(Para 16.6) 

Mismatch of Function Fund Matrix  

17.101 There is a clear mismatch between functional responsibilities of the various LGs on 

the one hand and the multiple agencies with equally multiple sources of funding 

engaged in the same type of activities.  This is an intrusion into the functional domain 

of the PRIs and ULGs.  SFC-IV tried to investigate this phenomenon.  We have 

studied the Kasaragode Municipality, Chengannur Block Panchayat and  

Karunagappally Gram Panchayat.  Actually this type of field study is a scouting 

exercise to trace out the different agencies of the Central Government, State 

Government, MLA fund, MP fund, NGOs and so on happening on the ground.  We 

admit that we could not do a comprehensive exercise.  Even so we could find out that 

several agencies are engaged in the same type of work, quite often nursing the same 

constituency.   

(Para 16.7) 
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17.102 Our study noted that duplication exists in the housing, SC Development and Social 

Welfare, health and dairy sectors.  (The details are given as Annex 16.1)  Lack of 

coordination and accountability between transferred institutions and LGs has 

rendered the budgetary process of LGs a mockery.  It also leads to the undesirable 

situation of accumulation of funds in the hands of transferred institutions at a time 

when LGs are running short of funds for implementation of schemes.  For example, in 

the Block Panchayat studied, assistance under IAY could not be extended due to the 

shortage of funds whereas crores of rupees are parked and getting lapsed in the SC/ST 

Department, a transferred institution under the Block Panchayat. 

(Para 16.8) 

 

17.103 Only a comprehensive physical verification could reveal the magnitude and the real 

waste of resources.  We strongly recommend that the GOI institute a Committee to 

investigate this colossal waste of time, energy and resources in the local development 

process in the country. 

(Para 16.9) 

 

17.104 Centrally Sponsored Schemes (CSSs) : It is almost paradoxical that most of the 

flagship programmes of Government of India – viz. MGNREGS, IAY, NRLM, 

PMGSY, JNNURM, NRHM,SSA,RMSA etc. are in the functional domain of LGs.  

The Commission does not want to enter into the question of desirability or propriety 

of CSS.  At the same time, as long as CSSs exist they should be utilized to strengthen 

LGs rather than bypassing and weakening them. 

The following suggestions are made : - 

i. Devolution/Decentralisation Index should be given at least one third 

weightage while devolving funds to States under CSSs.(See also Section 

16.13) 

ii. The planning of CSS should be through the LGs concerned with the District 

Planning Committees being given an important role in consolidation, as 

envisaged in the Constitution. 
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iii. All parallel structures set up under the CSSs should be disbanded leaving the 

professional component alone to work under the LG concerned or District 

Planning Committee as the case may be. 

iv. Two percent of the funds under the CSSs in the LGs functional domain may 

be pooled and be utilized for capacity building of LGs. 

(Para 16.10) 

 

17.105 Strengthening of District Planning Committee : It is necessary for Government of 

India to provide financial and technical support to strengthen the Constitutionally 

mandated the District Planning Committees.  The following suggestions are made. 

a. Construction of offices for District Planning Committee should be 

supported by the Planning Commission. 

b. Minimum professional staff needed to constitute a Technical Secretariat 

should be funded by the Planning Commission [as done during 1970s for 

setting up the District Planning Machinery (DPM)]. 

c. Central support could be given for preparing spatial plans for districts. 

d. The district units of National Informatics Centre could be assigned the 

task of providing technical support to District Planning Committees. 

(Para 16.11) 

 

17.106 Government of India may provide technical assistance to State Finance Commissions 

to conduct studies to learn from best practices of State etc. 

(Para 16.12) 

 

17.107 A unit to support State Finance Commissions may be set up in the National Institute 

of Rural Development [NIRD], Hydrabad.  This unit could serve as the repository of 

State Finance Commission Reports, Fiscal Data related to Local Governments, status 

reports of Fiscal Decentralisation in other countries etc. 

(Para 16.13) 

17.108 A national level study may be carried out jointly by the Ministry of Urban 

Development and Ministry of Panchayati Raj to come out with a potential menu to 
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options for resource raising both tax and non-tax by Local Governments, both rural 

and urban – with specificities as applicable to different States or groups of States. 

(Para 16.14) 

 

17.109 It is a fact that most of the Centrally Sponsored Schemes implemented through the 

LGs are not suited to the needs, priorities and situations of the State which face a 

string of second generation problem unlike the most other States.  For example,  

Kerala has achieved near universal coverage in such sectors as sanitary latrines, 

literacy, primary health and the like.  Kerala stands to lose central funds for 

continuing education sector because of its higher achievements.  In Kerala land is 

extremely scarce particularly in the coastal areas.  This factor has not been taken into 

account while designing the Centrally Sponsored Schemes that generally have an 

entirely different land structure in view.  

(Para 16.15) 

 

17.110 Inter se devolution :  Three criteria are basic along with some of the conventional 

ones for the inter se devolution of the local government grants to the States. Being a 

grant for local governments, that too in circumstances where much has to be done for 

them to achieve functional, financial and administrative autonomy, the first priority is 

to arrive at a relevant decentralisation index (a wrong choice of the variables of this 

measure can be misleading, as happened in the case of the  FC - XI). 

(Para 16.16) 

 

17.111 Second comes tax effort. Tax compliance may be treated as a form of citizen’s 

participation. Citizen resistance is much less when it comes to the payment of non-tax 

revenues such as fees, charges, licence costs, and the like, where some quid pro quo 

is involved. There are states in India where PRIs do not impose any tax.  Some states 

with high local non-tax revenue have even abolished major sources of local tax 

revenue such as property and profession taxes. Studies have shown that individuals 

trusting a government, particularly a local government, have a higher tax morale than 
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those who do not trust it. Against this background, the case for tax effort as a criterion 

becomes important. 

(Para 16.17) 

 

17.112 Third, the states and the local governments have a bounden responsibility to fully 

utilise all grants received. So a grant utilization index becomes relevant. The 

procedural formalities and preconditions required for spending the amount by the 

local governments must be well laid down by the state governments concerned. Thus 

the accountability of both the state and local governments will be at stake. Among 

conventional criteria, population and area are relevant candidates. Population (could 

include vulnerable categories such as scheduled castes and tribes separately) and area 

could be included as surrogates for need but surely with a relatively lower weightage. 

A critique of the criteria used by FC – XIII is given as an illustrative case.  Population 

is accorded the highest weightage (50%) by the FC - XIII. If we include the SC/ST 

population, the aggregate weight of population in the case of PRIs rises to 60%. At 

the same time the Commission gives only a smaller weightage of 15% to the index of 

devolution and a still smaller weightage of 5% to the FC grant utilisation index. 

Given the extremely poor and uneven progress in implementing the 73rd and 74th 

constitutional amendments, a larger weightage to the devolution or decentralisation 

index is justifiable. It is important to recall that in the criteria and weights used in the 

sharing of union tax revenue, the FC - XIII has given only a low weightage of 25% to 

population against a weightage of 47.5% to fiscal capacity distance and 17.5% to 

fiscal discipline, making a total weight of 65% for fiscally relevant criteria (see 

Report, Table 8.1: 122). The logic of these criteria and the weights assigned are 

legitimate in India’s fiscal federalism that avowedly seeks to reduce fiscal disparities 

and promote fiscal efficiency.  However, this type of emphasis is not seen when it 

comes to local grants and weights allotted to the index of devolution (ideally it should 

have been a decentralisation index) for local governments. FC - XIII has not only 

given a lower weight to the devolution index, but also the components chosen to build 

it leave many things to be desired. In the devolution index Kerala, which has 

devolved untied grants (this admittedly is a strong indicator of decentralisation) to 



 452 

local governments on the basis of a transparent formula with 70% of PRI grants 

allotted to gram panchayats that are at the cutting-edge level, and which has already 

implemented most of the recommended performance-based grant conditionalities, 

gets only a low rank and therefore a lower share.  The devolution index has to be 

carefully and scientifically constructed and giving a higher weightage to it is but 

legitimate. 

(Para 16.18) 
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PART II – APPENDIX (a) 

 

Commission’s Sittings 

 

No. Date Name of Participants Venue 

1 12-10-09 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

Jojith Mathew 

O/o Prof. M.A Oommen  

2  3-11-09 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

 

O/o Prof. M.A Oommen 

3 12-11-09 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

Special Invitees:- 

T.Bhasi 

A.K Sasikala,  

S.Divakaran Pillai 

J. Sadanandan,  

S. Krishnan Nair 

S. Dinesh 

D. Anil 

 

Trans Towers,  

Vazhuthacaud. 

 

4 19-11-09 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

Special Invitees:- 

S.Divakaran Pillai 

A.K Sasikala ,  

S. Krishnan Nair,  

J. Sadanandan,   

Representative of Keltron,  

S. Dinesh, 

Trans Towers,  

Vazhuthacaud 

5 19-12-09 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

 

DPC Building 
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Special Invitees:- 

S. Krishnan Nair 

S.Divakaran Pillai 

Sri. K.P Abdurahiman 

6 12-01-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

DPC Building 

7 27-02-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

DPC Building 

8 9-3-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

DPC Building 

9 18-3-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

DPC Building 

10 30-3-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

DPC Building 

11 20-4-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

DPC Building 

12 7-5-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

 

DPC Building 

13 21-5-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

 

DPC Building 
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14 5-6-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

DPC Building 

15 11-6-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 
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Suraj 

Sabina Paul 

 

DPC Building 
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S.M Vijayanand 

Ishita Roy 
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D. Shyjan 
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S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

DPC Building 

19 20-7-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

 

 

Special Invitees:- 

S. Divakaran Pillai 

Dr. Shaheena P 

N. Suraj 

DPC Building 
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Sabina Paul 

D. Anil, US 

D. Shyjan 

Shaji.A 

Pratheep Kumar 

Ajayakumar V 

 

20 19-8-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

 

DPC Building 

21 27-8-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

 

DPC Building 

22 23-9-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

 

DPC Building 

23 24-11-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

 

DPC Building 

24 1-12-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

 

DPC Building 

25 4-12-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

 

DPC Building 

26 8-12-10 M.A Oommen 

S.M Vijayanand 

R.S Rajan Nair 

Jojith Mathew 

DPC Building 
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27 12-12-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

 

DPC Building 

28 18-12-10 M.A Oommen 

S.M Vijayanand 

R.S Rajan Nair 

Jojith Mathew 

DPC Building 

29 31-12-10 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

 

DPC Building 

30 6-1-11 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

 

DPC Building 

31 29-1-11 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

 

DPC Building 

32 24-2-11 M.A Oommen 

S.M Vijayanand 

R.S Rajan Nair 

Jojith Mathew 

DPC Building 

33 18-3-11 M.A Oommen 

S.M Vijayanand 

R.S Rajan Nair 

Jojith Mathew 

DPC Building 

 

34 26-3-11 M.A Oommen 

S.M Vijayanand 

Ishita Roy 

R.S Rajan Nair 

Jojith Mathew 

DPC Building 
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PART II- APPENDIX (b) 

 

 

Consultation on the ToR of the State Finance Commission: Issues and Options 

Mascot Hotel Thiruvananthapuram . 

 

Delegates 

 

1. T.M. Thomas Isaac, Hon,ble  Minister, Finance Department. 

 

2. Paloli Mohamed Kutty , Hon,ble  Minister, Local Self Government Department. 

3    V. Ramachandran , Member, 2
nd

 Administrative Reforms Commission, Government 

of    India. 

4   O.P. Mathur, Principal Consultant, National Institute of Public Finance and Policy, 

New Delhi. 

5 K.P.Kannan, Professor, Centre for Development Studies, Thiruvananthapuram. 

6 V.N. Alok, Associate Professor of Public Finance, Indian Institute of Public 

Administration. 

7 D. Narayana, Professor, Centre for Development Studies, Thiruvananthapuram. 

8 Sajan, Director, Dooradaran Kendra, Thiruvananthapuram 

9 N. Ramakantan, Director, Kerala Institute of Local Administration, Thrissur. 

10 M.S. Vasu, Member, Kumily Grama Panchayat 

11 Jose Chathukulam, Centre for Rural Development, Thiruvananthapuram 

12 S.S. Meenakshisundaram, Visiting Professor, Rural Development and 

Decentralisation, National Institute of Advanced Studies, Bangalore. 

13 C.S. Venkateswaran, Gulati, Institute of Finance and Taxation. 

14 R. Ramalingam, Gulati, Institute of Finance and Taxation. 

15 Jose Sebastian, Gulati, Institute of Finance and Taxation 

16 Anithakumari, Gulati, Institute of Finance and Taxation 

17 G. Jayasankar, Information Kerala Mission. 

18 K.K George, Chairman, Centre for Socio-economic and Environmental Studies. 

19 T.R. Raghunandan, Former Joint Secretary, Ministry of Panchayati Raj, GoI 
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20 Abhishek Anand, Centre for Development Studies, Thiruvananthapuram 

21 Bhavanit Singh Batra, Centre for Development Studies, Thiruvananthapuram 

22 G. Palanithurai, Professor, Rajiv Gandhi Chair for Panchayati Raj Studies, Tamilnadu 

23 C.P. Narayanan, Member State Planning Board. 

24 C.P. John, Former Member, State Planning Board. 
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PART II – APPENDIX (c) 
 

List of Participants in the meeting at PWD Rest House, Thycaud 

(Tourism Panchayats) 

 

Sl No District  Name & Designation 

Grama Panchayat  

1.  Smt.O.Sudha Devi, President, Vizhinjam Grama Panchayat 

2.  Smt.Sheela Badren, President, Venganoor Grama Panchayat 

3.  Smt.L.Sanumathi, President, Kallikadu Grama Panchayat 

4.  

Thiruvananthapuram 

Sri.K.Sukumaran, President, Aruvikara Grama Panchayat 

5.  Smt.E. S.Remadevi Amma, Chadayamangalam Grama Panchayat 

6.  
Kollam 

Sri.A.Joseph, President, Thenmala Grama Panchayat 

7.  
Alappuzha 

Sri.K.K.Chellappan, Welfare Committee Chairman, 

Thanneermukkam Grama Panchayat 

8.  Pathanamthitta Sri.V.G.Mohanan, President, Aranmula Grama Panchayat 

9.  
Kottayam 

Smt. Usha Balachandran, Standing Committee Chairperson, 

Aimanam Grama Panchayat 

10.  Sri.M.S.Vasu, Member, Kumili Grama Panchayat 

11.  Smt. Shiya Zakkir, President, Kumili Grama Panchayat 

12.  
Idukki 

Sri.C.M.Balakrishnan, President, Karunapuram Grama Panchayat 

13.  Sri.Jaison T Jose, Presdient, Kumbalangi Grama Panchayat 

14.  Sri.M.M.Premughen, President, Kuzhupulli Grama Panchayat 

15.  Sri.P.C.Sajeevan, President, Pallippuram Grama Panchayat 

16.  Smt. Mini Dileep, President, Nayarambalam Grama Panchayat 

17.  Sri.T.S.Rajan, President, Chittatukara Grama Panchayat 

18.  

Ernakulam 

Sri.A.S.Anil Kumar, President, Chendamangalam Grama 

Panchayat 

19.  
Thrissur 

Smt.Leelamma Jacob, President, Mulamkunnathukavu Grama 

Panchayat 

20.  
Palakkad 

Sri.A.Kandamutham, Vice President, Muthalamada Grama 

Panchayat 

21.  Smt. K.Sailaja, President, Bepoor Grama Panchayat 

22.  Kozhikode Sri.P.C.Satheesh Chandran , President, Chemencheri Grama 

Panchayat 

23.  Sri.O.R.Kelu, President, Thirunelli Grama Panchayat 

24.  
Wayanad 

Sri.Shaji Kottayil, Member, Nenmeni Grama Panchayat 

25.  Sri.V.Prabhakaran, President, Muzhappilangad Grama Panchayat 

26.  
Kannur 

Sri.K.V.Lakshmanan, President, Edakkad Grama Panchayat 

27.  Sri.M.Rajan, President, Madikkai Grama Panchayat 

28.  Smt.M.Lekshmi, President, Uduma Grama Panchayat 

29.  

Kasargod 

Sri.K.Kunhikannan, President, Ajanoor Grama Panchayat 
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30.  Sri.M.V.Krishnan, President, Panathadi Grama Panchayat 

 

 

Municipalities  

31 Alappuzha Sri.P.P.Chitharanjan, Chairman, Alapuzha Municipality 

32 Ernakulam Adv.N.A.Ali, Chairman, Paravoor North Municipality 

33 Malappuram Sri.K.Muhammadali, Chairman, Tirur Municipality 

34 Kannur Sri.K.P.Raveendran, Chairman, Thalassery Municipality 
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PART II - APPENDIX (d) 

 

List of Participants in the meeting with the Representatives of Grama Panchayat 

Associations convened at KILA, Thrissur. 
 

Sl. 

No. 
Name Designation 

1. Prof. M.A. Oommen Chairman, Fourth State Finance Commission 

2. Sri. S.M. Vijayanand Member, Fourth State Finance Commission 

3. Sri. R.S. Rajan Nair Secretary, Fourth State Finance Commission 

4. Sri. Jojith Mathew Joint Secretary, Fourth State Finance Commission 

5. Sri. K. Narayanan President, Kerala Grama Panchayat Association 

6. Sri. S. Nasaruddin GeneralSecretary, Kerala Grama Panchayat Association 

7. Smt. Beena Sunny Vice President, Kerala Grama Panchayat Association 

8. Sri. Senapathi Sasi President, Santhanpara GramaPanchayat, Idukki 

9. Sri. K.K. Vasudevan Nair District Prresident, Kerala Panchayat Association 

10. Sri. V.S. Kannan President, Kizhuvilam Grama Panchayat, 

Thiruvananthapuram 

11. Sri. M. Chandran President, Sreekandapuram Grama Panchayat 

12. Sri. M. Chandran President, Koduvayoor Grama Panchayat, Palakkad 

13. Sri. A. Ibrahimkutty Vice President, Kerala Grama Panchayat Association 

14. Sri. R.P. Bhaskaran Secretary, Kerala Grama Panchayat Association, 

Kozhikode 

15. Sri. D. Sadasivan Secretary, Kerala Grama Panchayat Association, 

Palakkad 

 

 

 

 

 

List of Participants in the meeting with the Mayors and Chamber of  Municipal 

Chairmen convened at KILA, Thrissur. 

 

Sl. 

No. 
Name Designation 

1. Prof. M.A. Oommen Chairman, Fourth State Finance Commission 

2. Sri. S.M. Vijayanand Member, Fourth State Finance Commission 

3. Sri. R.S. Rajan Nair Secretary, Fourth State Finance Commission 

4. Sri. Jojith Mathew Joint Secretary, Fourth State Finance Commission 

5. Smt. Sabina Paul Municipal Secretary Gr. I, Fourth State Finance 

Commission 

6. Adv. V. Rajendra Babu Mayor, Kollam Corporation 

7. Sri. C. Divakaran President, Chamber of Municipal Chairmen 
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List of Participants in the meeting with the Kerala Block Panchayat Associations 

convened at KILA, Thrissur. 

 

 

Sl. 

No. 
Name Designation 

1. Prof. M.A. Oommen Chairman, Fourth State Finance Commission 

2. Sri. S.M. Vijayanand Member, Fourth State Finance Commission 

3. Sri. R.S. Rajan Nair Secretary, Fourth State Finance Commission 

4. Sri. Jojith Mathew Joint Secretary, Fourth State Finance Commission 

5. Smt. Sabina Paul Municipal Secretary Gr. I, Fourth State Finance 

Commission 

6. Smt. Baby Balakrishnan President, Kerala Block Panchayat Association 

7. Sri. M.A. Rassaque General Secretary, Kerala Block Panchayat Association 

8. Sri. M. Meerapillai President, Pathanapuram Block Panchayat, Kollam 
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PART II - APPENDIX (e) 

 
List of Memoranda received from various Associations. 

 

 

 

1 President, Kerala Block Panchayat Association 

 

2 President, Kerala Grama Panchayat Association. 
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