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Introduction:

This study focuses on tracking the expenditure on health and education by local governments

in  India  in  Karnataka.  India  has  a  complex governance  structure  that  is  constitutionally

separated by functionality, ability to legislate and ability to tax. 

There is the Union Government (Government of India), and there are the State Governments

(26 in  all).  These are  the two legislative  levels  of governance.  There is  a  Union list  of

functional responsibilities (with defence and foreign affairs, for example) and there is a State

list (with most others, such as agriculture, forestry, industry) in which each is independent.

There is a Concurrent list in which both can legislate, with the Union over-riding the state in

case of contradictions. However, in terms of taxation, the Union has some powers of taxation

(income tax, and all border taxes, for example), which leads to a constitutional mechanism

becoming necessary for  sharing  of  these revenues  between Union and States.  There  are

Central  Finance Commissions,  appointed by the President every five years that  have the

mandate to decide on what basis this sharing should happen.

At  the  sub-State  level,  there  are  4  distinct  elected  ‘local  self  governments’.  None  have

legislative powers, but some have limited and highly localised powers of taxation (such as

property  tax).  Their  existence  has  a  long  history  in  India’s  experiments  with  local

decentralised governance. But in 1993 the structure of these sub-State governments was laid

down by two amendments to the Constitution of India, the 73rd and 74th, and are referred to

as the Panchayati Raj Institutions (PRIs) with a mandate for ‘developmental activities’ as

distinct from functions of law and order which remain with the State Governments.  

The State is divided into several districts or zillas, which are further subdivided into blocks

or taluks or mandals, which are then divided into clusters of villages or urban centres. These

divisions reflect the traditional levels of land revenue collection before Independence, but

have been continued as administrative units even though land revenue is no longer important

as a source of revenue. From the days of the British Raj, the ‘head’ of the district was an

official traditionally called ‘the Collector’ from his main function of collecting land revenue.

India has continued to  work with this  system after  Independence,  with all  governmental

functions being entrusted to the Collector,  who has, in Karnataka, been redesignated ‘the

Deputy Commissioner”.
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There are elected governments at all these levels: the District or Zilla Panchayat [ZP], the

Block/Taluk/Mandal Panchayat [TP], and the Village or Gram Panchayat [GP] in rural areas

and Municipalities in urban centres. Only gram panchayats and municipalities have powers

of  taxation.  The  zilla  and  taluk  panchayats  are  administrative  centres  that  are  entirely

dependent on fund transfers from the State and Union governments.

The  functionality  of  all  sub-State  elected  local  governments  is  decided  by  the  State

legislature,  and  can  vary  from State  to  State.  In  Karnataka,  expenditure  on  health  and

education, whether allocated by the Union or the State, is finally all transferred to the Zilla

Panchayat for actual spending and nearly all of it is accounted for in the accounts of this

level of government. This is irrespective of where it is finally spent, in the gram panchayats

or the municipalities. So the zilla panchayat is the nodal agency that accounts for all final

expenditure on health and education. It is for this reason that we have chosen to study the

expenditure on these important sectors at this level of government. In Karnataka, this activity

has been taken away from the Collector and entrusted to the ZP. 

While the major bulk of money spent in these sectors appears in the accounts of the zilla

panchayat,  there  are  also  other  State/Union  agencies,  in  the  form of  societies  and State

owned  corporations  that  operate  at  the  level  of  the  district,  and  get  funds  that  are  not

accounted in the zilla panchayat accounts. These societies have been formed over the years

as parallel bodies, ostensibly to minimise ‘corruption’, and they are kept outside the purview

of monitoring by the elected body in the zilla panchayat. This is true in a broad sense of all

sub-State local governments. Para-statals, as they are often called, undertake both malaria

control activities, and large infrastructure projects. They are funded directly by the State or

the Union Governments and it is often unclear what their accountability mechanisms are. 

With  this  short  introduction  to  the  system  of  governance  in  India  and  the  reasons  for

choosing the zilla panchayat as the level that will be studied for expenditure tracking on

health and education, we will now move to the results of the study. 
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The District Profiles:

The study was located in the State of Karnataka, a southern State with a long coastline along

its  western shores on the Arabian Sea.  The districts  chosen for the study in the State of

Karnataka are Udupi and Chitradurga. See map of Karnataka will all districts in Annexure I.

Udupi, which till about 7 years ago was part of a larger district, was created in 1999. It is a

coastal  district.  The  western  coastal  districts  of  Karnataka  have  always  been considered

economically better off and socially more progressive than the central and eastern ones. The

major  economic  activities  here  are  trade  and  services  with  some agriculture,  mainly  in

coconut, arecanut and rice. Udupi is famous for one of the earliest private engineering and

medical schools in the country. It is also famous for being the home from which the south

Indian  eatery  travelled  to  the  rest  of  India  and  perhaps  even  the  world.  Its  trade  ties,

however,  have  been  along  the  coast  north  with  Mumbai,  rather  than  inland  east  with

Bangalore, the capital of Karnataka. This situation is reflected in the fact that to date there is

no functioning train connection between Bangalore and Udupi. 

Chitradurga, to the east of Udupi, is a central district that is mostly dry and poor. There is

very little that distinguishes it from all such districts of central peninsular India.

These  two  represent  the  two  ends  of  the  socio-economic  spectrum  of  the  districts  in

Karnataka. This is reflected in the 2005 Human Development Report for Karnataka, where

Udupi is ranked 3rd, while Chitradurga stands at 15 out of 27 districts.

The study wanted to document the ‘best case’ scenario of Udupi for two reasons: the first

that  it  might  then  be  easier  to  explain  the  case  of  Chitradurga  in  terms  of  government

expenditure and resulting indicators in health and education; and the second that there might

be lessons to learn about how to manage available funds to deliver better quality services.

These were the assumptions with which we started the study and chose the districts. 

Let us look briefly at some of the numbers for these two districts as given in the Census of

India 2001 and presented in Table 1. The differences between the two districts are striking
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and give an idea of why they are placed so far apart in the Human Development Index.

While  Chitradurga  is  geographically  a  bigger  district,  with  a  larger  population,  it  has  a

literacy rate of only 55.98%, while 72.88% of Udupi’s population is literate. 

Table 1: Udupi and Chitradurga Districts: A Profile

Census 2001 Chitradurga Udupi

 Numbers % Numbers %
Population 1517896 1112243  
Age 0-6 199535 13.15 114581 10.30
Literate 849690 55.98 810584 72.88
Total Workers 721835 47.55 488173 43.89
Main workers 576035 79.80 417287 85.48
 Agricultural 395706 68.69 141198 33.84
 All others 180329 31.31 276089 66.16
Marginal Workers 145800 20.20 70886 14.52

 Source: Census of India, 2001

In  terms  of  economic  activities,  Udupi  is  as  heavily  non-agricultural,  as  Chitradurga  is

agricultural.  While  only  33.84% of  main  workers  (full  time  workers)  are  dependent  on

agriculture in Udupi, 68.69% do so in Chitradurga. The percentage of marginal (not working

full time) workers is also somewhat higher in Chitradurga. Given that Chitradurga is a dry

area,  prone to draught conditions frequently,  this gives a picture of the very large socio-

economic differences between the two districts. 

Table 2: Health and education indicators for Chitradurga and Udupi

Health Indicators Data Year Chitradurga Udupi

%  Institutional deliveries 2003-04 47.09 95.12
Life expectancy at birth (years) 2001 64.60 67.80
Infant Mortality Rate (per 1000 live births) 2001 54.00 45.00
% Complete immunisation 2003-04 80.80 93.80
% Safe Deliveries 2001 53.80 91.50
       

Education Indicators Data Year Chitradurga Udupi

% Out of school children (age group 0-14) 2001 7.50 6.89
Total Literacy Rate 2001 55.98 72.88
Male Literacy Rate 2001 64.80 78.34
Female literacy rate 2001 46.74 68.04
Rural Literacy Rate 2001 52.61 70.97
Urban Literacy Rate 2001 71.25 81.26
SSLC Results (X class) 2003-04 57.95 77.27

Source: Human Development Report, Karnataka, 2005, Census of India 2001

5



They are different in social indicators as well, such as health and education. Table 2 shows

that Chitradurga falls behind Udupi in every way, from literacy (male and female, rural and

urban), to something as basic as access to safe deliveries for women. Poor access to good

basic health care remains one of the largest unmet needs in many parts of India, and the

Chitradurga figures exemplify this gap. 

This study will try to see if these large differences between the two districts are reflected in

the way the State of Karnataka allocates funds for the health and education sectors. 

Tracking government expenditure in health and education for these two districts began by

looking at the following basic sets of data:

 The accounts of the zilla panchayat for 5 years from 2001-02 to 2005-06, and accounts of

various para-statal bodies working in the health and education sectors in the districts for

the same period

 The link documents of the budgets of the Government of Karnataka for the same period

 Institutional structure of the zilla panchayat, mechanisms of decision making and degree

of autonomy in matters of expenditure priorities

Accounts were collected from the zilla panchayat offices in both districts. Similar data was

obtained from various societies and para-statal bodies operating within the districts, and the

details of sectoral district-wise allocations from the State Government. This process can be

quite slow and involved.

The institutional structure of the ZP is the same across all of Karnataka. Insights in processes

of decision-making and nuances of institutional functioning were obtained by having formal

and  informal  interviews  with  administrative  and  elected  functionaries  of  the  districts

governments.

ZP Institutional Structure: 

Let us start by getting a picture of how the ZP functions as an institution of governance. The

ZP,  like  all  other  governments  in  India,  has  two  basic  parts:  the  elected  body  and  the

administration. The administration is headed by a Chief Executive Officer (CEO), and the
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elected body by a President that the body elects from among its members for a period of 20

months. The ZP has an accounting and an engineering division and both report to the CEO.

The CEO communicates all matters on which decisions are required to the President and the

elected council and advises them. The CEO and the President sign all cheques. 

The ZP has the following list of subjects with which it deals, each subject being an account

head and a  department  under  the ZP. Table  3 gives a  list  of  these departments  and the

average break-up of total expenditure on each for Udupi ZP.

The  range  of  matters  that  are  anchored  at  the  ZP  level  is  very  wide  and  this  level  of

government has a functional reach that encompasses not only social sector services such as

health  and education,  but also issues of economic progress.  However,  in terms of actual

expenditure, the two sectors that can be said to be most functional are education (58.28%)

and health and family welfare (8.25%). Among the rest the big tickets are rural development/

employment  programmes,  welfare  of  scheduled  castes  and tribes,  and water  supply  and

sanitation. Of these, some part of the expenditure on welfare of scheduled castes and tribes is

spent  on education  related  matters,  such as  scholarships  for  children  from these weaker

sections of society, special schools, and so on. When we look at total expenditure on health

and education,  we will  take items relating  to these two broad sectors not only from the

departmental heads but also from other heads, where relevant, to cover education completely

without the distraction of departmental boundaries. 

Table 3: Udupi ZP Departments with Annual Average Share of Expenditure

Department/Account Head
Annual average % of
total ZP expenditure

Public works 0.96
Education 58.28
Sport and youth services 0.12
Art and culture 0.03
Health 6.38
Family welfare 1.87
Water supply and sanitation 4.21
Housing 3.20
Welfare of Scheduled Castes and Scheduled Tribes 4.60
Social security and welfare 1.66
Nutrition 0.95
Crop husbandry 1.71
Soil and water conservation 0.39
Animal husbandry 1.12
Fisheries 0.35
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Forestry and wildlife 0.29
Cooperation 0.02
Special rural development programmes 1.27
Rural employment 3.34
Other rural development programmes 5.64
Hill areas 0.91
Minor irrigation 0.28
Non-conventional energy sources 0.03
Village and small industries 0.29
Industries 0.02
Roads and bridges 1.99
Secretariat (economic services) 0.09
Total 100.00

Source for this and subsequent tables: ZP office

Let us now briefly get an idea of how all this functionality is handled by the ZP in terms of

lines of decision making, implementation and accountability. 

The CEO, a civil servant, is the head of the administration. One of the elected members is

the President of the elected council. However, the departments have a structural lineage that

is not rooted in the ZP, but actually originates at the level of the State Government. So the

State  Education  Department  in  Bangalore  decides  who  will  be  posted  in  the  education

department  office in  Udupi.  This  is  true of  all  departments  listed  above,  as  well  as  the

accounts and engineering sections of the ZP. As a result what is seen as the ZP expenditure

on health and education is actually the departmental expenditure, accounted for in the ZP

accounts.  The ZP is  like an umbrella  organisation  for the state  government  departments

operating at  the district  level,  with the CEO as its  local  co-ordinator  administratively in

charge of other officials whom he/she outranks. 

The  elected  council  forms  committees  that  look  after  specific  subjects  and  make

recommendations, which are then discussed by the general body and a resolution is passed

on  the  consensus.  The  committees  review  matters  placed  before  them  by  the  CEO  on

recommendation from any of the departments, and can consult any of the department staff to

gain clarity on them. For a detailed look at the structure of the ZP in Karnataka, see the

diagrams in Annexure II.

 

This  is  how the ZP functions.  It  is  a collection of semi-independent  departments  with a

functional  line  of  authority  that  runs  to  the  State  Government,  rather  than  being

fundamentally accountable within the ZP. 
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With this  background,  let  us  move to  the  examination  of  the  expenditure  data  that  was

collected from Udupi and Chitradurga. 

ZP Expenditure on Health and Education:

Before presenting the actual expenditure figures, there is a broad comment necessary on the

fiscal relationship between the ZP and the State.  The ZP has no powers of taxation and

collects no revenue of its own. All its revenue comes in the form of transfers made from the

State Government. This transfer is made under each department head, subdivided into highly

specific programmes and expenditure lines (often a 7 digit code). When the budget of the

State  Government  is  presented  to  the  State  legislative  assembly,  it  is  accompanied  by

annexures, called link documents, which specify how much is being allocated under which

expenditure line to each of the districts. This is the intended revenue of the ZP. 

We tried to find out if there is any process of raising a demand at the ZP level that reflects

local understanding of priority and volume of need. We found that there is no such process.

The CEO does submit such expenditure estimates to the State before its budget is finalised,

but  it  is  only a formality.  The ZP office was unable to  provide us with copies  of these

submissions for any of the years. The usual process is that the various departments make an

estimate of demand based on what was received in the previous year, and present it to the

Council. The Council then makes some suggestions, such as multiplying certain items by 2

or 4. Then the estimates are revised and taken to Bangalore by the department staff and the

CEO to be presented at budget meetings there. No elected member of the ZP is allowed to go

for these meetings. What the ZP finally gets bears no resemblance to these estimates. In fact,

this whole process is considered so irrelevant that the ZP does not even maintain copies of its

estimates. 

The State is the sole final arbiter in deciding how much will be spent in each district under

each department. Neither the ZP nor the departments undertake, or provide to the State, any

analysis  of  their  past  experience  of  need based on local  data,  say on morbidity  load  or

sufficiency of school infrastructure. The conclusion must, therefore, be that the allocation

made by the  State  is  also arbitrary.  Perhaps it  is  more accurate  to  call  such allocations

political  decisions  by the  State  Government  in  office  at  any time,  subject  to  committed
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expenditures that cannot be stopped, such as salaries. However, the promised allocations by

the State as detailed in the link documents usually materialise in the ZP. The timing may be

bad in some cases, such as the end of the financial year, but the money comes. We found no

major  differences  between allocation and actual  transfer by the State  in both Udupi and

Chitradurga. 

Table 4 gives exhaustive lists from the ZP accounts as they appear there for the health and

education expenditure heads. This will give an idea of two things: the range of services on

which  expenditure  takes  place,  and  the  mixed  up  way  in  which  account  heads  are

maintained. There is very little usable logic in the way these heads appear one after another.

This haphazard style has its roots in the fact that decisions at the ZP or the State level find no

use for making these reflect trends that they are interested in tracking. It is interesting to note

that each of these line items is an allocation head in the transfer of funds from the State

Government to the ZP.

Table 4: Expenditure heads for health and education in the order in which they appear in Udupi ZP
accounts

Education Health

Appointment of School mothers Domiciliary Treatment Centres

Seventh Standard Examinations Primary Health Unit of Mysore Type

Appointment of Nursery school teachers
Taking Over Taluk Development Board
Dispensaries

Inspections Strengthening of Maternity Homes

Scholarships Primary Health Centres (M.N.P)

National Rural Scholarships Medical Sub Centres Primary

Maintenance and Grant in Aid
Up gradation of Primary Health Centres
Community Health Centres

Adult Education Office Expense Drugs and Chemicals

General Scholarships Drugs and Chemicals of ISM Centre

Equipment in Primary Schools Taluk Level General Hospital

Training for In-service Teachers
Opening and Maintenance of Ayurvedic
Dispensaries

Equipment to Secondary School Taking Over TDB Dispensaries

Additions and Alterations District Establishment

Purchase of land and Buildings Other Establishment
Printing and supply of Forms and registers to 
Primary and Secondary Schools

Leprosy Control Centres

Repair and Maintenance Leprosy Control Schemes

Elementary Education Filaria Control Scheme

Local body Secondary schools taken Over by National Programme for Prevention and
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Government Control of Blindness
Elementary Schools GIA Buildings Additions and Alterations

Primary School Building R.I.D.F
Buildings Health Sub Centres 
(Additions and Alterations

Primary School Building Repairs Health Sub Centres

Secondary School Building Repairs Primary Health Centres (M.N.P)

Construction of Secondary Schools Primary Health Centres (M.N.P)
Construction of School Rooms at Town 
Limits

Primary Health Centres (M.N.P)

P.M.J.Y. Class Rooms
Up gradation of Community Health 
Centres

P.M.J.Y.Water Supply to Schools Maternity Homes

P.M.J.Y.  School Buildings
Primary Health Units Additions and 
Alterations

Computer Rooms Repairs to Hospital Equipments

Language Development
Water Supply to Rural Health 
Institutions

Supply of Equipment to Secondary schools Mortuary

Maintenance of Primary school Buildings Malaria Control Scheme

Black Board Programme Cholera Control Scheme

Opening of practical rooms in high school Leprosy Control Scheme

Salary of high schools Brain Fever

Secondary Education Maintenance and GIA Ayurvedic Buildings

Water and Toilet of High Schools Building-Maternity Home

Toilets (PMJY)
Health Sub Centres maintenance of 
Health Buildings

Construction of Toilets (PMGY) Rural Health Service (KHSDP)
Construction of New School buildings 
(PMGY)

National TB Control Programme

Repairs to School Buildings (PMGY) Health Centres to ISM

Repairs to School Building ((PMGY) Preventing Control of Disease

NABARD School Buildings
Opening and Maintenance of Hospitals 
&Dispensaries Under ISM

NABARD (RIDF)
Supply of Home Remedy Kits and ISM 
Drugs in rural area

T.S.P Central (Special Programme)
Public Health direction and 
Administration

Implementation of New Units Under 
Continuous Programme

Public Health 

11th Finance School Buildings Mental Health Projects (NMEP)

New Govt. High Schools Other Disease

Supply of Materials Hospitals & Dispensaries
Activities of Promoting Universalisation 
Primary Education: Akshara Dasoha

PMGY. Strengthening of PHC's and 
Sub centres

Sarva Shikshana Abhiyana Society RIDF Works

Other Expenses Non Budgetary Grants
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Assistance to Non Govt. Secondary School District Establishments
Improvement of Secondary Construction 
(NABARD)

P.M.G.Y.P.H.C Repairs

Other Expenses (Akshara Dasoha) Leprosy Control Scheme (CSS)

Salaries to New Govt. High Schools
Karnataka Health System Development 
Project

Learning Equipments to Secondary Schools Taluk Panchayat Head
Pustakalaya improvements of Primary 
Schools and PMGY

Strengthening of PHC's Maternity 
Homes

Taluk Panchayat Head
2210 Amount transferred to Taluk 
Panchayat

Government Secondary Schools, High Schools

Government Secondary Schools, High Schools

2202 Amount transferred to Taluk Panchayat

These heads of accounts are quite opaque in their intention. For example, it is never very

clear which ones refer to a salary payment. It is necessary to sit with the accounts department

people and go over these for each year to identify which is salary and which not. Capital

expenditures  are  usually  accounted  separately.  The  accounts  statement  of  the  ZP  is  a

document  that  is  hard to read for  the inexperienced.  This  is  one of the major  points of

miscommunication between the administrative and elected wings of local governments.

Budgets  have  not  acquired  the  level  of  recognition  as  tools  for  both  formulating  and

monitoring government performance that they must have in a well functioning democratic

institutional  setting.  Not  just  local  governments,  even CSOs do not  take  this  potentially

effective path to anchor advocacy in solid ground. On the part of the State Government, this

is  a  welcome  opacity  to  be  maintained.  It  does  not  allow  an  effective  challenge  to  be

mounted. The chaos reflected in Table 4 continues to persist. 

With  this  background  to  the  fiscal  relationship  between  the  State  and  the  ZP  and  the

functioning  of  the  ZP,  we will  now come to  the  analysis  of  expenditure  on health  and

education. Table 5 and 6 give figures for health and education related expenditures for all

years for Udupi ZP.

It can be seen that, the line departments incur the bulk of the expenditure on health and

education.  The  independent  societies,  including  a  centrally  funded  one  like  the  Sarva

Shiksha Abhiyan, spend only a small fraction of this amount, in health less than 5% and in

education less than 10% of the total ZP expenditure. 
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Table 5: Udupi ZP health expenditure (1 lakh rupees = 100,000 rupees)

Year
Total ZP

expenditure
(in lakhs)

ZP Health
Expenditure

(in lakhs)

% Health
in Total ZP
expenditure

Expenditure by
health societies

(in lakhs)
2001-02 11864.90 901.77 7.60 23.50
2002-03 11520.16 864.88 7.51 27.72
2003-04 11184.67 892.39 7.98 36.94
2004-05 11628.57 946.55 8.14 52.85
2005-06 11814.27 1054.98 8.93 56.78

  
Table 6: Udupi ZP education expenditure

Year
Total ZP

expenditure
(in lakhs)

ZP Education
Expenditure

(in lakhs)

% Education
in Total ZP
expenditure

Sarva Shiksha
Abhiyan Society

(in lakhs)
2001-02 11864.90 6293.49 53.04 14.44
2002-03 11520.16 6245.60 54.21 277.80
2003-04 11184.67 6541.68 58.49 373.31
2004-05 11628.57 6865.60 59.04 515.32
2005-06 11814.27 7982.81 67.57 719.18

Table 7: Percentage annual rise over previous year for health and education expenditure in Udupi

Year
Annual rise

in health
Annual rise
in education

Annual rise
in total

2002-03 -4.27 -0.77 -2.99
2003-04 3.08 4.53 -3.00
2004-05 5.72 4.72 3.82
2005-06 10.28 14.00 1.57

Table 7 shows that there is no real pattern to the size of the allocation and expenditure on

these sectors from year to year. The sharp rise from 2004-05 in 2005-06 has come at the

expense of some of the bigger items such as rural development, welfare of weaker sections,

and so on, since the total expenditure has not risen at all. So the rise in expenditure on health

and education is a matter of adjustment within a near static total revenue situation over these

5 years. 

Given the fact that the average annual rate of inflation is about 5.3% over this period, the

situation of the ZP and its expenditure on health and education  is declining in real terms.

The decision to shift expenditure on other items to health and education in 2005-06 is not

something  that  is  the  initiative  of  the  ZP  itself.  This  is  done  by  the  line  departments

according to detailed line item allocations provided by the State. 

Table  8  shows  that  about  70%  of  the  expenditure  on  health  comprises  of  only  salary

payments  to  various  personnel  of  the  health  department.  According  to  the  education
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department the salary bill is about 90-92% of their total expenditure. Given that these sectors

are  staff-intensive  the  issue  is  of  the  support  they  get  to  do  their  work.  It  should  be

remembered  that  the  non-salary  component  includes  everything,  capital  and  non-capital

expenses. All society expenditure has been absorbed in the non-salary component.

Table 8: Salary and non-salary expenditure in health in Udupi ZP

Year
Health salary
as % of total

health

Non-salary expenditure
per 1000 population

(in rupees)
2001-02 67.23 27260.23
2002-03 65.34 27436.84
2003-04 69.70 24803.36
2004-05 67.19 28686.42
2005-06 71.70 27330.73

This also says a lot about the autonomy of the elected council of the ZP in deciding how to

spend money. They have control over about 30% (the non-salary component) of the health

expenditure and on only 8-10% of the education expenditure. This is further controlled by

the method of line item allocation of State Government funds. 

This overall lack of any significant expenditure on non-salary items is reflected in the figures

for the per 1000 population costs for Udupi shown in Table 8. The government spends about

25 rupees per capita per year on health care in non-salary heads. At today’s exchange rate

this is about 0.6 US dollars. At this level of non-salary expenditure, it is highly unlikely that

the government is providing an acceptable quality of primary health care, or is providing

sufficient aids and infrastructure for education.

During the presentation of this analysis to some ZP members, one member brought to our

notice the fact that not all sanctioned posts in the departments under the ZP have been filled.

In fact,  there is  nearly 50% vacancy.  What  would happen to these numbers if  the State

Government were to fill all the posts?!! It should be remembered that the decision to leave

some of the sanctioned posts unfilled is also taken by the State Government, not the ZP.

It is precisely this kind of clear data based thinking that is needed to be fostered in these

local governments. Otherwise the present ad hoc methods will continue, to the detriment of

any real delivery of the social sector services. 
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Further, is the 70% salary bill justifying this extremely meagre amount in all other costs put

together? Put differently, can the staff do their work if they have so little to work with in

terms of materials and infrastructure? If the government health service is not providing a

critical measure of the available health services to the population of the district, what is its

efficacy?  The same can be asked of the education services being provided by the ZP. A

teacher needs more than her salary—she needs textbooks and teaching aids if the objective is

learning by children. 

Table 9: Per 1000 population expenditure on health and education in Udupi and Chitradurga (in rupees)

Year
All health expenditure
per 1000 population

All education expenditure
per 1000 population

Chitradurga Udupi Chitradurga Udupi
2001-02 97830.00 83189.89 533185.52 565837.95
2002-03 93959.54 79159.38 545560.29 553885.14
2003-04 100556.51 81853.89 648150.75 576177.83
2004-05 89749.65 87423.89 696562.02 600577.04
2005-06 98561.76 96588.51 843593.29 693534.64

The same expenditure  analysis  of  the Chitradurga  ZP shows something  very disturbing.

Given the fact that Chitradurga is demonstrably far behind Udupi according to the State

Government’s  own  human  development  indicators,  we  expect  the  health  and  education

expenditures to be much larger in this district. 

Table  9  shows  otherwise.  This  comparison  suggests  that  the  State  Government,  while

making  its  allocations  for  districts,  is  not  basing  it  on  any  systematic  formula.  The

expenditure on education for Udupi with a literacy rate of 73%, to that for Chitradurga with

a literacy rate of 56%, is not significantly different. In health this difference is about 10% on

the average, and in education it is about 7%. Given the fact that Chitradurga is a bigger

district both geographically and in population, most of this extra expenditure is likely to be

salary  payments  to  more  department  employees,  and  this  is  the  explanation  given  by

administrators in Chitradurga.

Further refining the analysis by using data on patients and students for each of the years, we

present the results in Table 10.

Of this total per patient and per student expenditure per year, about 80% in health and 90%

in education goes for salary payments. What sort of health service can be provided in terms

of infrastructure, material and all other needs put together, if the per patient expenditure for
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all these is about 0.5 US dollars per year? An interesting number to observe is the health

expenditure dip in Chitradurga in 2004-05. This is entirely due to an unusually large rise in

the number of patients in that year. So the system does not have the flexibility or capacity to

push money and resources to meet a sudden need. Everybody does with less for the rest of

the year, once the local epidemic of malaria or diarrhoea is past. 

Table 10: Comparative normalised expenditure for health and education in Chitradurga and Udupi

Year
Rs per patient per year Rs per student per year

Chitradurga Udupi Chitradurga Udupi
2001-02 108.64 102.31 2562.82 3094.66
2002-03 115.77 89.92 2496.94  NA
2003-04 118.87 78.54 3197.26 3516.77
2004-05 67.72 84.52 3538.53 3792.79
2005-06 129.80 88.42 4188.03 4546.95
Average 108.16 88.74 3196.72 3737.79
% Safe deliveries (2001) 53.80 91.50
Literacy Rate (2001) 55.98 72.88

In education, the picture for Chitradurga is even more distressing. It is actually getting less

money than a much more literate and educated Udupi. 

Given  these  numbers  on  government  expenditure  on  health  and  education  in  the  two

districts, why is it that Udupi does so much better than Chitradurga in the HDI?

The answer to that perhaps lies in several factors. We will hazard only the following guesses.

The access to good private health care in Udupi could be one. The second perhaps lies in the

socio-economic profiles of the two districts shown by the 2001 Census of India in Table 1.

The dominantly agricultural population of Chitradurga has probably not been traditionally

good at putting pressure on the education system, something that the dominantly trading and

non-agricultural Udupi has always done. The importance of a local process anchored in the

elected body at the ZP will ideally be the route for such aspirations to be represented at the

level  of  the  State  Government  to  demand commensurate  allocations.  However,  the  very

structure of the decentralised institution of the ZP renders the body useless in this most basic

democratic function. 
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Reactions of ZP members:

This data analysis was presented to some elected members of the ZP in Udupi in a small

workshop and some formal and informal opinions were sought about the various processes

of ZP expenditure on health and education.  Given below is a formatted version of these

interactions.

What is your (ZP) role in budget formulation i.e., sending demand to the state?

“The department does the demand estimation of salaries and non-salaries in the prescribed

format and this is brought to the respective standing committee and finally before the full

house of ZP. Some corrections and modifications on the demand for non salaries will be

made by the officials on the directions of the standing committee and the council of ZP and

this  will  be sent to the Finance and Rural Development and Panchayat  Raj  (RDPR) for

salaries and non salaries demand respectively.” 

How do you arrive at the non-salary demand?

“It depends on (past years) previous year’s sanction. This will give an estimate of how much

is likely to be got this year (usually about 5-10% more of the previous year). Based on this

estimated  amount  the  officials  prepare  the  non-salary  physical  estimate  to  match  the

estimated amount. This will be re-worked according to the suggestions given by members of

the standing committee.”

How is budget for the ZP negotiated with the State?

“The department  heads,  CEO, CAO and CPO are called for  the meeting  held at  RDPR

principal secretary during the month of February to place their demands for the district with

the State. There will be inter departmental meetings at the state level and finally a document

called Link Document is produced which gets approved by the State legislature in the budget

session  (with  corrections,  insertions  and  deletions)  and  this  will  indicate  the  committed

devolution to the district on head-wise expenditure. This document will reach the ZP as soon

as the State budget is approved.

The Elected president, vice-president of the ZP are not called for the meetings.  They are left

out in the process. The department people cannot successfully demand for higher sanctions

with their seniors in Bangalore.”
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Do you have a database, which would help you to estimate your demand properly?

“No. The data on the requirement of infrastructure (non-salary) is just done on ad-hoc basis

so as to correspond to the amount that is likely to be received.”

How do you plan for the district?

“Once the link document reaches us and we are clear of what money is available for non-

salary expenses,  we make action plan for the year which includes  the activities  that  are

planned for the entire year given the receipt of the money as indicated in the link document.”

Do you utilize the entire amount that is given to you (ZP)?

“Not always. This is because the amount does not come to us in time. Large money comes at

the end of February or early March. Many a times it goes unspent.”

Is this amount to ZP all the money that is got by the District from the State?

“No,  The  State  has  parastatals  like  the  Road  Development  Corporation,  watershed

development agency, rural housing development corporation and so on which also works in

the district in the respective areas and has no link with the ZP.” 

Do you think that parastatals and parallel bodies work better? 

“ZP is  supposed to  carry  out  all  the  29  functions  of  the  State.  We plan  for  all  the  29

functions. If our planning has to be good and successful, we should be the only one to do

that.  If  many  other  parastatals  and  parallel  bodies  do  it,  we  have  no  idea  of  what  the

programmes are and may result in duplication of efforts and so on. However, we have passed

resolutions allowing them to work in the ZP jurisdiction, knowing well that they undercut

our scope and authority.  But we do not have the power to resist  directions  of the State

Government in these matters.”

What is the role of the elected body in the planning, implementation and monitoring of the

health and education expenditure in the district?

“The elected body suggests some changes during the demand proposal, during making of

action plan and approves the expenditures. However, it has no control over the officials, their

transfers, new appointments, hiring doctors or teachers on contract, about which only State

can decide.”
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Do you think that the database on education (like the projected No of children in school for

next 5 years, infrastructure like the desks, school rooms, toilets and other facilities required

for the same, teacher to students ratio, and so on) and health would be useful for the elected

body or the standing committee to arrive at a more accurate estimate of demand to be placed

with the State, preparing a better action plan etc?

“Yes, not all members show interest in getting details from the officials for decision making.

However, the officials do not provide all the required data on their own either. The officials

are not accountable to the ZP elected body. Hence monitoring by the elected body is very

difficult or least important.” 

What does our presentation reveal? Do you think this is a useful exercise?

“This reflects the expenditure pattern of our ZP on health and education in the past 5 years.

This bifurcation of expenses into salary and non-salary is interesting. Every year we need to

know of the increased devolution, how much would be the non-salary expenditure.  This

along with  the  data  on patients,  students  attended,  physical  quantities  of  the  non salary

expenditure would be very helpful in estimating our demand, making a better action plan and

better monitoring.” 

The research team felt that it would take some time for these members to understand and use

such analysis  to  their  advantage.  This  process  of  using past  data  to estimate  and justify

demand for the future is simply absent in most governance institutions in India. Neither the

administration nor the political  class has ever  done it  and finds it  difficult  to  react  to it

substantively when faced with it. 
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Conclusions

In order to confirm the basic trend of our findings in this study, we have done an analysis of

expenditure on health and education for all districts as given in the accounts of the State of

Karnataka for the same 5 years. Table 11 gives the findings.

Table 11: Results of State accounts analysis for expenditure on health and education for all districts of
Karnataka

Averages (2001- 06)  
Rs per student per year 3454
Rs per patient per year 330
Expenditure and indicators
(across 26 districts)

Correlation Coefficients
(0.01 level confidence)

Education Rs per student
Literacy rate (2001 census) 0.62
Education Index (HDR 2005) 0.61
Health Rs per patient
% Safe deliveries (2003-04) -0.39

 The average annual expenditure on education for all  districts  correlates positively

(coefficient of 0.6 at 0.01 level of confidence) with both, the rate of literacy and the

education index in the respective districts. This means that those districts  that are

doing better are getting more funds.  

 The health expenditure correlation coefficient is –0.39 at 0.01 level of confidence

with the percentage of safe deliveries. This means that there is a small possibility that

those districts that are doing badly on the health front, might get marginally more

money.

This leads us to believe that the findings of this study for two districts apply, on the average,

to all districts of Karnataka. There is no indicator-based formula for allocation for health and

education  expenditure  that  takes  into  account  anything  of  significance  to  either  sector.

However, what does emerge is that the better districts are getting more allocation. This is not

random. This is manifestly iniquitous.  

The structure of local  self-government  is  complex.  It  consists  of the elected  ZP and the

elected lower tiers (not studied in this report). This has an independent existence, without a

secretariat of its own. It is linked to the district administration through the CEO, who is the

administrative head of all the state government departments located in the ZP. Earlier they
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were part of the Deputy Commissioner’s office. Now the Deputy Commissioner has other

responsibilities and the CEO looks after the developmental activities on behalf of the state

government of which he is a senior official (often from the Indian Administrative Service or

sometimes,  from  the  Indian  Forest  Service).  These  services  rank  higher  than  the  state

government officers in the various departments. The CEO must work with the ZP, but he

does  not  report  to  it.  His  superior  officer  is  the  Secretary  for  Rural  Development  and

Panchayati Raj in the state capital. 

The absence of an organic link between the administration and the elected executive council

is  a  flaw  in  the  local  democratic  structure.  It  is  a  design  flaw,  and  it  results  in  the

marginalisation  of  the  elected  executive  in  terms  of  the  working  of  the  district

administration.  In  this  situation,  the  elected  officials  treat  their  tenure  as  some  kind  of

apprecenticeship for higher-level political activity. They can do little except perhaps use the

political pressure they can exert to get some ‘benefit’ for their own constituency. 

The Directive Principles of State Policy (Part 4 of the Constitution) make it obligatory on the

part of the state to provide free and compulsory education to all children up to the age of 14.

If this is indeed a responsibility of the state, then given the numbers on the expenditure on

health and education in these two districts that this study reveals,  we have in Udupi and

Chitradurga districts a situation in which the state has abdicated this responsibility . The

same can be said to be true of basic health care. Further work is needed to understand this in

greater depth. But the hypothesis seems inescapable at this point. 

In examining the expenditures on education and health, one cannot fail to notice that the

expenditure on staff alone is not likely to result in desired outcomes like minimum levels of

learning or specified  standards  of health.  In Udupi  the gap created  by poor  government

services is most likely filled by the private sector. In Chitradurga, as in many other districts

of India, this luxury is not available. It is possible that districts with dominantly dry-land

agriculture have not pushed the education system to the same degree as those with greater

amount of trade and services occupations. This has resulted in such areas being neglected in

allocations, and since budgets are not based on indicators, the practice continues out of sheer

inertia.  This  leads  to the inevitable  conclusion that  the principle  of equity is  simply not

operational  at  any  level  of  government.  If  those  districts  that  are  doing  better  in  basic

indicators are also the ones getting the most allocations, there is something deeply wrong.
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Policy Recommendations

While  the  Government  of  Karnataka  needs  to  introspect  about  the  basic  issue  of  how

finances for the social sectors are allocated, this is not something that can happen unless

there is clear pressure from the district governments to do so. This is the real missing link in

the whole governance infrastructure.

The whole concept of decentralisation is simply not working at the level of the ZP or the

district government. Simply holding elections and putting an elected body in place does not

make institutional functioning democratic. In Karnataka, the ZP cannot by any measure be

said to be functioning as an instrument of local will. The following steps might mitigate this

somewhat:

 The State Government must transfer funds and functionaries to the ZP, and give it

complete control over both expenditure priorities and hiring

 The fund transfer must be done against a clear data based estimate of demand for

each department,  which  must  be generated by the ZP and submitted  to  the  State

Government each year. These two measures taken together will ensure some sort of

sanity in the allocation process at the State level. It will also open the field for local

demand process to become vital and participatory. In fact, we strongly recommend

that this be the norm for State devolutions to all local governments, including gram

panchayats. It is time that local governments began to take responsibility for arguing

for their own needs, rather than the State being the only arbiter. Local institutions

will not gain validity until the State removes itself from this process.

 These steps will automatically imply that the whole administrative machinery at the

ZP level will become primarily responsible for maintaining and analysing data on

sectors  such  as  health  and  education,  and  this  will  increase  their  need  for  local

accountability. 

 The elected body will become the single most important pivot around which all local

opinion will  have to work to get what they want. This will  be a highly desirable

outcome.  It  will  make  local  accountability  measures  very  clear  and  the  elected

members will not be able to get away by pointing at the State Government for poor

performance. This is most important for social sectors such as health and education. 
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So a greater degree of decentralisation is required to make the institution of ZP work for the

local common good. Political space must become coupled with clear data based reasoning to

make  strong  arguments  for  allocations.  This  function  must  be  taken  over  by  local

governments increasingly, rather than the State Government continuing to usurp it in a most

paternalistic manner. 
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Annexure I

Map of Karnataka
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Annexure II

Structure of ZP and Health and Education Departments

Government of Karnataka

Official Structure

Elected Representatives
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Executive officers – Taluk Panchayats



Health organization structure

Education Organisation Structure
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