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INTRODUCTION



3Source - Municipal Budgeting in small and medium towns, 2019

Budget of Municipal Corporation/ Council
is a policy document which provides
details of the local body’s sources of
income or receipts and use of these
resources or expenditure allocated to

different heads.

Budgets are a strategic document which
determine a city’s vision. If its preparation
is done right, it has the potential to make
govt. more responsible towards citizens’
needs & preferences & thus, efficient
service - World bank

Budget

BUDGET : as important planning tool
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Functionality of Budgets

Understanding how budgets work and look

into the national municipal accounting

manual and state municipal accounting

manuals to see the flow and segregation of

each topic in such budgets.

Collecting the data and budgets of

multiple cities – extract relevant

information for each of these cities

throughout the nation.

Collect acts and provisions

Studying Manuals

Study the national municipal accounting

manual and also the state manuals to

compare them with the budgets passed

by various cities.

Understanding Budgets

Understanding the structure of budgets

across states, If there is provision of

standard budget templates across states. If

states have instructed ULBs to follow a

common structure

Analyze and Infer

Infer the health of the small and medium

towns of Gujarat along with comparisons with

each other. Understand the potential and

notice trends in surplus and deficit in

revenues and capitals.

Synthesis report

Form a short synthesis report at the end

for the same.

1 2 3

4 5 6

Stage 1 & 2

Stage 3 Stage 4

Collecting data

OUTLINE
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WHERE ARE WE ?



The Twelfth Schedule of the Constitution lists the various Functions of Municipalities as :

Regulation of 

land use and 

construction of 

buildings

Planning for 

economic 

and social

development

Urban 

planning

Fire 

services

Water 

supply

Roads and 

bridges

Public health, 

sanitation and 

solid waste 

management

Urban forestry 

and 

protection of 

the env.

Safeguarding 

the weaker 

sections of 

society

Slum 

improvement 

and 

upgradation

Urban poverty 

alienation

Urban 

amenities such 

as parks, 

gardens, 

playgrounds

Promote 

cultural, 

educational 

and aesthetic

Burial grounds, 

cremation 

grounds etc

Registration of 

births and deaths 

and other vital 

stats

Public amenities 

– lighting, 

parking, bus 

stops, etc

Regulation of 

slaughter houses 

and tanneries

Prevention of 

cruelty to 

animals

Income through various different methods:

Sources - Audit Report on Local Bodies for the year ended 31 March 2013, chapter 3, openbudgets.org 6

FUNCTIONS OF MUNICIPALITIES



Source - Assessment of Municipal Finances of 15 Municipalities in Maharashtra , PAS 7

To have a common language throughout the budgets of all

states and cities of India, the national accounting manual was

made which ensures and explains certain criterias and flow of

the budget document to as to have a uniform document that

is easier to read, compare and understand.

1. Part I – Revenue Budget: 

Revenue Receipts and Revenue Expenditure. 

a. Capital Receipts received in the form of new loans and the 
Expenditure carried out from them. 

b. Capital Receipts received in the form of development grants 
and the Expenditure carried out from them. 

3. Part III – Extra-ordinary Budget: 

Receipts and Payment of extra-ordinary nature grouped 
under following distinct parts. 

a. Deposits and Fund Budget – Deposits and Special Funds 
receipts and payment made from them 

b. Advances Budget - New advances given and advances 
adjusted or recovered back 

2. Part II – Capital Budget: 

Capital Receipts and Expenditure but 

grouped separately under following sub-parts. 

a. Capital Receipts and Expenditure from 

own sources. 

HOW ARE BUDGETS ORGANIZED ?



Source - National accounting manual, openbudgets.org 8

The National Municipal Accounting Manual - India, recommended the following mandatory groups 

for all local bodies:

• Functions: Functions are meant to represent the various functions or services carried out by the local 

body.

• Account Heads: Account Heads are meant to represent the nature of the income or expenditure.

In addition to these mandatory groups, there can be three optional groups in which Municipality 

Budgets can be presented. These are:

• Budgets of Municipalities are centered around its functions, which are provided through various 

responsibilities centres called Departments.

• In order to monitor geographical dispersion of these activities, many Municipalities identify their 

receipts/income and expenditure budgets at function, functionary (department) and field level.

• In addition to this, several Municipalities also set up various funds for meeting certain objectives. 

Receipts/ income and expenditure under these funds are to be identified and disclosed separately.

Functions, Functionary and Field are called Budgeting centres.

In Early 2000, Government decided to 
have uniformity and transparency in 
budgets

Budgets to be structured and uniform by
formats and codes

Thus National Accounting Manual came
into being

It allowed states to make their own
manuals, thus resulting into state
manuals being formed

HOW ARE BUDGETS ORGANIZED ?
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Heads of Account for presenting and classifying data are:

Major Head Code (Should be of 3 digits); Minor Head Code (Should be of 2 digits); and Detailed Head Code (Should be of 2 digits).

While a number of Municipalities follow the broad structure given in the above mentioned manual when presenting their budget, there is a lot of 

variation in the way the details are presented across Municipalities.

So, while some Municipalities present their budget by boroughs (e.g., Kolkata), others present their budget-zone-wise and department-wise (e.g., 

Chennai). There are some Municipalities which do not make differentiation and provide data only for overall expenditure and receipts (e.g., 

Ludhiana).

Further, the codes, used for various heads of expenditure and receipts vary from Municipality to Municipality and do not necessarily follow the 

code structure given in the National Municipal Accounting Manual: India.

• As per the manual, the first level in Function and Account Heads are mandatory for all Municipalities and other levels are left to the states to 

define.

• The manual also noted that all Urban Local Governments are required to use the function codes and account codes as defined in the manual. 

For other levels each State can define the codes “though some of them may be mandatory at the State level”.

• The manual also noted that it is mandatory to budget for the functionary group, with the provision that each State can define these heads 

based on its internal organization structure. Similarly, States or cities, which have decentralized accounting zones/boroughs, etc. and prepare 

their budgets at these levels, are expected to use the field group as mandatory.

Source - National accounting manual, openbudgets.org

HOW ARE BUDGETS ORGANIZED ?



Cash flow statement

Budget variance statement

Revenue and 
expenditure 
statement

Cash flow 
statementPrepare 

Financial 
statementsPREPARE FINANCIAL 

STATEMENTS
BALANCE SHEET

REVENUE AND 

EXPENDITURE 

STATEMENT

CASH FLOW 

STATEMENT

BUDGET VARIANCE 

STATEMENT

Gives what the local

body owns (assets) and

owes (liabilities).

This statement gives the

overall situation of the

local body as on the

preparation date of the

accounts; normally the

last day of the

accounting year.

Various assets and

liability accounts are

carried over from one

year / period to the

next.

There are basically two

very important financial

statements:

• The Balance Sheet

• Revenue & Expenditure

statement.

Apart from these the two

other important ancillary

statements are

• Cash Flow statement

• Budget variance

statement

Summary of all the

revenues and related

expenses earned during

the period.

Depending on the type of

accounting (full accrual or

modified accrual) the

expenses are accounted

whether incurred or not.

The result of the statement

is surplus / deficit which is

carried over to the Balance

Sheet.

Gives the summary of all

the cash inflows and

outflows as per prescribed

groupings.

It is basically a control

statement that enlists all

the planned (budget) and

actual figures for the

period along with the

deviations.

This serves as the basis

for evaluation apart from

being used for planning

for the next period.

10

This is similar to Income and
Expenditure statement
popularly used in India.
However, since the local bodies
do not basically earn “income”
it has been named such

Source - National accounting manual

FLOW OF BUDGET



Accrual Based

• Revenue is shown as both revenue received and receivable.

Expenditure is shown as both amount paid and payable

Expenses are matched with the income earned in the year

Items of ordinary nature and capital nature are

differentiated. Assists in effective follow-up of receivables

and payables. Costs which are not charged can be carried

forward. Surplus or deficit as shown at the year-end

• Costs which are not charged can be carried forward

–These items can be kept under constant review

• Surplus or deficit as shown at the year - end

–correct financial position of the ULB.

–helps in better financial management

Cash Based

• Most ULBs of Gujarat and Maharashtra follow cash basis

accounting system – which is easy to maintain Income actually

received is reflected and receivables are not known. Payments

actually made are reflected and payables are not known. System

provides only surplus/deficit in cash. Example,

• Assets and liabilities are not reflected, and consequently, financial

strength cannot be estimated

Example,

• Power bills are paid partly and in most cases ULBs default on

payment

• Arrears (money that is owed and should have been paid earlier) are

not reflected in the financial statements

• Outstanding liabilities are not reflected in the financial statements

• Improper classification of revenue and capital expenditure distorts

cost recovery calculations and assessment of operational

performance.

11Source - CRISIL Risk & Infrastructure Solutions, Nov 2014

ACCOUNTING SYSTEMS
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Data from City Finance website hosted by the government of India is taken into account and states are compared on basis of budgets layouts, passing, 

time frames and availability etc. 

Municipal Laws on Accounting & Budgeting compared across states

Budget Comparison between small and medium towns across states

Budget Comparison between small and medium towns of Gujarat
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Cityfinance.in is a web portal hosted by the ministry of housing and urban affairs and it

serves as a national framework of standardized, timely and credible financial

information on cities. It facilitates benchmarking, comparison and peer learning between

cities on a range of financial indicators.

It covers data across several cities of India, along with their analysis, financial statements and

municipal laws of the states.

It is important to note that northern and eastern states’ data is not available or very little

available on the website.

32.61 % cities’ 

data available

19.9 % total financial 

statements available

Source – Cityfinance.in

CITY FINANCE



15Source – Cityfinance.in

Municipal Laws

The following is a comparison of the
pronouncements of various Municipal Acts,
underlying Rules and Regulations, and
Accounts and Budget Manuals of different
Indian states so far as they pertain to aspects
of finance, accounts, budget, audit, financial
disclosure and so on in municipalities.

DATA VISUALIZATION
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Note Gujarat 

Manual isn’t 

mentioned

Note Telangana

Follows Andra

Pradesh system

Note the 

preferred 

system of 

accounting is 

not exclusive

Only Kerala has accrual 

based budgeting 

prescribed

Source – Cityfinance.in

MUNICIPAL FINANCE GOVERNANCE



17Source - Cityfinance.in

Note most 

details are not 

outlined
Earliest 

approval (20th

February)

Note most detailed 

budget statements 

required

MUNICIPAL FINANCE GOVERNANCE



18Source – Cityfinance.in

Public 

participation is 

included in the 

process

Public 

participation is 

included in the 

process

Note 

commissioner is 

not the head here

Note most 

detailed 

account

MUNICIPAL FINANCE GOVERNANCE



19Source – Cityfinance.in

Note most 

details are 

not outlined

There is no 

requirement 

for public 

disclosure

MUNICIPAL FINANCE GOVERNANCE



After comparing the states over heads such as system of accounting, budgets, accounts, assets, liabilities, annual reports, 
audits, performance reports and public disclosure, the following are some inferences :

• Gujarat does not have a detailed framework. It falls back to cash based accounting system and cash based budgeting too, 
while most other states have moved on to accrual systems at least supposedly to be followed. (unsure statement due to 
difference in data between cityfinance and 15th finance commission)

• States of Andra Pradesh and Telangana, are very similar in the regulations and laws due to being separated and Telangana
developing itself from Andra Pradesh. States of Karnataka and Kerala also follow similar system.

• Rajasthan and Tamil Nadu seem to have the most indepth layouts and acts that also provide regulations for close 
inspections.

• Tamil Nadu and Karnataka also involve and allow public participation.

• The most detailed accounts are supposedly to be prepared by Andhra Pradesh and Maharashtra.

20

KEY TAKE AWAYS
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States of Western and Southern regions are compared into a matrix to understand the layouts of their budgets, the parameters they include and their 
availability, besides also comparing their per capita income, dependency on grants, etc.

Key take aways from the same are then noted. 

Budget Comparison between small and medium towns across states

Budget Comparison between small and medium towns of Gujarat

Municipal Laws on Accounting & Budgeting compared across states



Nanital and Mussoorie

Alwar and Pali

Himmatnagar and Anand

Wai and Sinnar

Siddipet

Karur and Ranipet

Kasargod and Kottayam

Pulivendula and Venkatagiri

Chikkabelapur and Bidar

18 cities
Of India taken for comparison as to understand the
layout, their structures and the availability of their data
online

9 states

28 criterias

22

States of Uttarakhand, Rajasthan, Gujarat, Maharashtra,
Andra Pradesh, Karnataka, Telangana, Tamil Nadu and
Kerala are taken

Comparison is done across 28 different heads including
income, expense, revenue and capital structures and
system of accounting

SCOPE OF THE STUDY
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.
Attached is a list of the first important page of all

the budgets who have made it to the excels and

the matrices. Beyond these, many other budgets

were viewed and searched for, for the purpose of

comparison and understanding their layouts.

A complied word file for the same has been made.

These first pages give an insight to the layout and

how data rich/poor the document is from

preliminary viewing.

It also helps to understand the similarities or

differences between two budgets and whether the

budget is just a summary, an estimate or an

audited budget.

Documents referred

BUDGET DOCUMENTATION
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Extraordinary 

account does not 

exist

Budgets are not 

published on 

Websites

Sinnar has 

department wise 

segragation

MATRIX OF STATES FOR COMPARISON
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Karnataka has one 

of the best 

systems, that 

follows both NAM 

and SAM

Budgets are not 

published on 

Websites for Kerala

Entire budgets 

available with 

charts

Whole Budgets not 

available for Kerala

MATRIX OF STATES FOR COMPARISON
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TN has department wise 

segregation but structuring 

based on capital and 

revenue income is poor

Proper and 

published budgets 

like Karnataka

Except it follows 

cost based system

MATRIX OF STATES FOR COMPARISON
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Extraordinary 

account does not 

exist

In certain cases 

Rajasthan has published 

Audit reports

Very poor structuring of 

the budget. Is unreadable 

and not transparent

MATRIX OF STATES FOR COMPARISON
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(In Indian Rs)

MATRIX OF STATES FOR COMPARISON



After comparing the cities over heads such as system of accounting, budgets, accounts, document language, revenue and capital structure, budget 
availability, share of grants, etc, the following are some very basic inferences taken from the cities that are selected only:

• Overall, almost all cities compared depend too heavily on grants, in which Himmatnagar, Gujarat peaks at 52%, and Bidar, Karnataka least at 27.4% 
(there has to be more cities for comparison to understand if this is a trend)

• While most cities’ accounting systems are accrual based, the published budgets are all cash based. 

• Most of the cities do not have an extraordinary account. While Karnataka has an extraordinary account, Kerala has a debit head account instead, 
which is not present in Kottayam budget

• Audited budgets of all cities are published except for cities of Kerala that publishes unaudited budgets, as against audited report publishing required 
within six months from end of financial year as mentioned in [KMA Sec 517 B(3) and the Government Order No. 48/09/LSGD] 

• Cities such as Anand and Kottayam fall in the highest deficit among the cities compared, while Mussoorie and Siddipet are in highest surplus. 
Regardless, the highest per capita expense is also of Mussoorie

• Siddipet has the highest dependency on non ULB grants, maybe this is why it has such high surplus also.

29

KEY TAKE AWAYS



Budget Comparison between small and medium towns of Gujarat

30

We shall now move onto only the cities of Gujarat and compare their budgets. The graphs prepared and presented are initial outputs and depict the 
health of these budgets along certain parameters. 

We then also cover discrepancies, potentials and limitations of these budgets.

Budget Comparison between small and medium towns across states

Municipal Laws on Accounting & Budgeting compared across states
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GUJARAT CITIES COMPARISON - MATRIX



Tax levied                      Tax head exists but not levied               Tax head does not exist

Percentage of property tax collection from tax income

Percentage of property tax collection from total income

32
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• It is important to know that Penalties are only levied by Vallabhvidyanagar while Professional Tax Interest is 

only levied by Mehsana

• Taxes such as Toll Tax, Tax on pets and Tax on building improvements exist, however are not levied in any 

city

• Anand collects the highest property tax, and yet 

manages to be in a deficit in the budget. Major 

reason for this is non availability of grants details 

in the budget published.

GUJARAT CITIES COMPARISON - GRAPHS



Balance in budgets at the end of financial year 

T
o

tal in
co

m
e
 fro

m
 all so

u
rce

s

10 out of 14 cities considered are at revenue deficit. Most of the cities taken into

consideration are at loss at the end of cycle due to this. It is important to note that

some of these (eg. Anand, Himmatnagar, Talaja) seem to go below but the summary

available did not have grant income included. Besides that, cities such as Amreli and

Porbandar depend and rely too much on grants.

Other than Vapi, every city considered depends over 50% on grants. Anand,

Himmatnagar and Talaja have the highest deficit of over 2000 rs per capita

T
o

tal in
co

m
e
 fro

m
 g

ran
ts in

 %
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GUJARAT CITIES COMPARISON - GRAPHS
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This is the matrix of the taxes levied by each

city. Beside Property Tax, Water tax comes in

second place close to Professional tax.

A lot of cities do not levi advertisement taxes,

Hence wherever the digit is zero, it is not

being levied.

It is also important to note that Dwarka has

the highest per capita income to the

government while Talaja has the lowest.

In case of Expenditure, Dwarka has the

highest expense per capita too, however,

Amreli has the lowest.

GUJARAT CITIES COMPARISON - GRAPHS

SHARE OF TAXES PER CAPITA

Entertainment

Professional

Lighting

Advertisement

Water

Sanitation

Property
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This is the matrix of individual cities and their per

capita tax collection for each type.

Vallabhvidyanagar charges the highest lighting tax

per capita, while Vapi charges the highest

advertisement tax.

Advertisement Tax is however charged by very few

cities, and maximum income is through Property,

water and sanitation taxes.

Professional tax and lighting tax, although least

charged, are still charged by all cities.

GUJARAT CITIES COMPARISON - GRAPHS

Amreli

Anand

Ankleshwar

Bharuch
Dahod

Dwarka

Himmatnagar

Mahesana

Mahuva

Nadiad

Porbandar
Talaja

Vallabhvidyanagar

Vapi

HIGHEST PROPERTY TAX LOWEST PROPERTY TAX 

HIGHEST WATER TAX LOWEST WATER TAX 

Vallabhvidyanagar Mahuva

78rs/pax599rs/pax

Mehsana Mahuva

27rs/pax175rs/pax



Mahuva

Nadiad

Porbandar

Talaja 37

This is the matrix of individual cities and their per

capita tax collection for each type.

Vallabhvidyanagar charges the highest lighting tax

per capita, while Vapi charges the highest

advertisement tax.

Advertisement Tax is however charged by very few

cities, and maximum income is through Property,

water and sanitation taxes.

Professional tax and lighting tax, although least

charged, are still charged by all cities.

GUJARAT CITIES COMPARISON - GRAPHS

HIGHEST PROPERTY TAX LOWEST PROPERTY TAX 

HIGHEST WATER TAX LOWEST WATER TAX 

Vallabhvidyanagar Mahuva

78rs/pax599rs/pax

Mehsana Mahuva

27rs/pax175rs/pax
Dahod

Dwarka

Himmatnagar

Mahesana

Amreli

Anand

Ankleshwar

Bharuch

Vvn

Vapi

WaterSanitation Entertainment Professional Property Advertisement Lighting
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Mentions income in lakhs in heading but digits are in 

ones

Reads that the document is unaudited but the signatures

suggest otherwise. It is also important to note that not all

summaries are audited, even though the Gujarat finance

board lists them under audited section.

Source – gmfb

GUJARAT SUMMARIES DISCRIPANCIES
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For the same summary, income is

shown in ones, while expenditure is

shown in lakhs, all the while not

mentioning either at the top of the

list.

?

Source – gmfb

GUJARAT SUMMARIES DISCRIPANCIES



• Lack of involvement of citizens

• Income heads are not classified under revenue
income and capital income

• Not all available budgets have separate grant
incomes

• None of the budgets have extraordinary category

• The budget passes late – a 6 month delay

• No Manual specific for Gujarat

• Whole budget statements are not
available/published for citizens and only major
heads are available in summary – lack of
transparency

• Overestimation in collection of revenues –
estimation and actuals are consistently different

• For small and medium towns there is difficulty in
availability of budgets and data.

40

CHALLENGES AND POTENTIALS – Gujarat budgets

• All available summaries are very easy to read and

follow a similar structure

• All cities summaries available on the Gujarat

finance board website

• Data collation and comparison is faster and easier.

• All data is available in both local language as well

as English

Challenges Potentials
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RECOMMENDATIONS FROM THE STUDY

More states must have public

participation while the budget is

created.

A standard template for budget

summary and budget estimate

should be published. Each budget

must adhere to this template.

Each budget must be in at least two

languages. The option between

publishing the budget in English or

Hindi along with the local language

can be provided

While publishing summary, the classification

and heads mentioned should be same across

all states. The National Accounting Manual can

have a chapter on guidelines for summary

publications that have to be strictly followed.

Not all states have a finance board

website that have all municipality

budget summaries published.

Example can be taken from Gujarat’s

GMFB and similar system can be

created for all states.

Once the budget is finalized, before

publication, it should go through

proofreading for errors,

inconsistencies and format in

layouts.

Accrual based system of budgeting

should be followed. For publishing,

cash based system can be followed

although department wise

segregation should be mandatory.

For states like Rajasthan, where

public disclosure of budgets is not

mandatory, it should be made

mandatory. Each of these budgets

should be available on Municipal

websites.

1 2 3

4

6 7 8

5



“
„

The Centrally sponsored scheme of Integrated
Development of Small & Medium Towns (IDSMT) was
initiated in the year 1979-80 and is continued with
timely amendments and modifications upto 2004-
2005 and in December 2005 it was subsumed in
UIDSSMT Scheme. Investment in the development of
small urban centres would help in reducing migration
to large cities and support the growth of surrounding
rural areas as well.

42



Thank you

https://cwas.org.in

About us
The Center for Water and Sanitation (C-WAS) at CEPT 
University carries out various activities – action research, 
training, advocacy to enable state and local governments 
to improve delivery of services. 

pas.org.in
cwas.org.in pas@cept.ac.in pas_project

pas.org.in/web/ceptpas/pas
e-news
Sign up: tiny.cc/pasenews

pas.cept

ruchi.pg190793@cept.ac.in



Annexure - Unavailability of resources list – poses limitations

• Manual of Maharashtra is in Marathi

• Manual of Gujarat is not available online (if it exists)

• Budgets of Andra Pradesh are not available in English

• Budgets of Telangana are not available at the moment due to website being under construction

• For Gujarat, Some cities’ summaries do not have grant income specified, which skews the data against the favour
of these cities.

• No data for Uttrakhand is available for comparisons with other states.

i



National Accounting Manual

ii

Annexure - Significant accounting principles

• Property and Other Taxes

• Octroi

• Cess

• Water Supply

• Assigned Revenues

• Rentals, Fees and Other Sources of income 

• Public Works

• Stores

• Employee Related Transactions 

• Health and Sanitation:

• Other Revenue Expenditures

• Grants

• Borrowings or Loans received

• Special Funds (treated as liability upon 
creation)

• Investments

• Fixed Assets 

• Lease and Hire Purchase

• Loans

• Addition / Merger of Local Bodies for up-
gradation 

• Inter Unit Transactions

• Municipal School Board

• Transport Undertaking


