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PREFACE

, This report on the Economic classification of the
buget of the local bodies (urban), is an attempt to
rebuilt the local body's budget into meaningful economic _
categories emabling better understanding of the general

Ampact of the local body's transactions on the economy.,
The classification presented in this report relates to

the years 1982-'83 to 1985-'86. : ' o

- It is expected, that the contents of this report
- will -be useful™to “the” planners: .and "administrators and
others interested in  the subject. Suggestions and
opinions are highly.apprectated, o ' '

. This report was prepared by Smt. Catherine Jacob,
Research Officer with the assistants of Sri. Subbayyan,
Research Assistant and Smt. K. Ajithakumari, Lower
Division Compiler. Budget Section of the State Income -
Division of this Directorate. : ' -

G. SOMASEKHARAN NAIR,
DIRECTOR.

Thiruvananthapuram,
10.4.1991.



INTRODUCTION

Municipalitiegvand Corporations..in the .democratic. set up- of the
Government, play an important role in' the development of the' 'urban
areas. - Government's policy of thé decentralisation of power enhanced
the responsibility of municipalities and city corporations. Large,
-amount of funds are being spent on various activities in the urban areas
of the state. Hence it has become necessary to study the impact of such
spending on various activities. ‘ '
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Budgets «0f''local bodies givé-u§ detailed inforﬁation:aboutJIheir
revenue. dnd”iexpenditure and their financial transactions for a given

\"_year, of the departments functioning under thier control.* However: the

figures given in "the 'budget do- not indicate clearly the economic’
significance of .the various items of* expenditure and revenue 3 as also
the details ‘of the amount of revenue spent on capital expenditure
separately. Hence the budget documents of these local bodies do not
give clear idea of capital formation, savings, current receipt,
expenditure etc. It is- therefore necessary to reclassify” and. regroup
such accounts into meaningful categories for understanding the actual
economic impact of the budgetary transactions of these locval ' bodies. ,
. Such an attempt of the budgets of local bodies for the years 1982-'83 to
1985-'86- 18 made in the-following pages. . - e
- The budgets are collected from all 43 Municipalities and 3
Corporations and compiled for preparing Economic Classification for the
. state as a whole. : : o A
. II. Econoalc Classiffcation-of the Local bodies budgetary Transactions.

. ‘ . x ) 13 - -
. The frame work of the ecoromic.classification scheme, presented here
is based on the delineation of local bodies transactions in a set of two
accounts. The derivation and rationale of each of these accounts are
briefly explanined in the following pages. ¥ : .
Account I:- Income - and “gutlay account - of the Municipalities and

. "Corporations, ' St EE AR
- R e ; : . .
This account deals with the current revenue and expenditure of the
all the municipalities and corporations in the_ sgtate. . The major part of
the current expenditure of the municipalities and corporatioms consists
of the ' final outlays of Ithe municipalities and corporations. On
current account, which représent current consumptioms.? i A

The final outlays are made up of purchase of goods and services and
wages and salaries payments. Besides final outlays municipalities and
corporations make transfer payments.ie, interests, grants, subsidies,
scholarships etc. to the rest of the economy which are added indirectly
to the disposable income of the community. To meet these’ curreat
expenditure, municipalities and corporations appropriate a part of the
income: of the:éommunity through a -variety of taxes, fees, ‘miscellaneous



2. Direct taxes

‘tax, servants tax, taxes on houses and land ete;

and intreprenurship and also receives reveuhe_grants, contribution and
recoveries from the state governiment and Q;her~bod1és._:Theﬁekcess of
current receilpt over current expenditure denotes the savings of
municipalities and ‘Corporations ‘avatlable for -capital formation. Some
of the items included 1in this account are explained below. .

Al Révenue :

l. Income from pfoperty and entreprenurship .. % ;,_;ﬂ

This item fecords the "income receivable by the'muuicipalifiés and
corporatidns from the departmental-commercial'undertakings if any and
rent, ' interest - and dividentsg accruing to them from the ownership of

‘The revenue is. classified into “diréct and  indirect taxes. Direct
taxes are levied: by ‘public : authorities: at régular intervals on. income
from employment, pProperty, capital gains eté.  Taxzes falling under. this
category of the municipalities and corporations are proféssion and trade

L

- -

3. - Imndirect taxes - ::. .- ' L "

Taxes-on—goods "and servites that-are chargeable to"business expenses

-and taxes on the possession or use of goods and services by households

are treated as indirect taxes. The main categories in the budgets of
municipalities_ and corporations are octroi, terminal tax, taxes on
vehiclgs and animals, fees for vehicle licenses, dangerous and offensive

- trade liceses, 1license fee for job porters, tolls on vehicles and

animals, local rates, administrative tax, miscellaneous other taxes and

duties. o . P

4. Miscellaneous réceiptsi
These Teceipts are in nature of fees, fines and forfeltures etc. .

5. Revenue grants, contributions etc.,

, These_are'Current recelipts accruing‘from the state go#ernment and
various boards and committees. ' '

‘B. Expenditure

1. Compensation of employees

These include pay of Officers, pay of establiShmént allowances and
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honararium. (other than- travelling and daily allowances). .Wage and
salaries also include the pensions actually paid to government
employees. ‘Wages paid to casual labourers haw.a also been taken as wages
and salaries. . . _ L R S PR :

e L. Lo . PR . e -
2. Commodities and services P

' This item includes all expenditure under contingency such as office
supplies, .- -rent, ---r'ates_-, -and taxes;.. fuel. -and --hight, ...printing and
stationery, travelling expenses, telephone and telegraphic charges and
other. items. for. current .operations less sales.by municipalities and

R corporation. of - goods :and . services_ to- entexrprises and hougeholds. .” All

-expenditure -on qurrent repairs and maintenance is :aniuded here.. .

el

3'. Iﬁterest”'--j-.-*- o - e o I '

-Intere,st-,-eompri-ses-inte;'est on debt and other obligations. . ..

4, Current transfer- payments -

Current fransfgr payments include grants ‘and other.'t-:ransfer' like
scholarships, stipends etc. : - ™8

5~ 'Savings- on, current- ac

eount - .- -

These represent excess of receipts over expenditure under the
. eurrent -account-of municipalities and corperations. LT

Account AL:-Capital finance a;:count of +-the - Municipalities and
- M o T CorporatiORs' . - T e e en e - e :

This account is comcerned with the total capital outlay representing
physical assets formation by muricipalities and corporations. Savings
transferred from current account and capital grants :received by the
Municipalities and Corporations coanstitute -the source of finance. . The
different items included in the account are discussed here under.

-
. Lo -

1. AGross fixed capital fonﬁatiéh

. Gross capital formation represents the gross value of goods which
are added to the..domestic capital stock of the nation. . It .comprises
both expenditure on the acquisition of fixed assets and the value of
'physical change in- stocks. .The gross fixed capital formation has been
classified into -byildings--and other construction .and machinery and
equipment.. . .~ . S ' g

2. Buildings and other construction

Capital - formation under buildings include all -expenditure on new ,
-construction and ma jor alterations to residential and non-residential
buildings including the value of change in work in progress. Other
construction includes mostly- expenditure on construction of roads and
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"bridges. and.ﬂwnrks_.on power . énd irrigation.nprdjects, "flood éontrol,
forestuclearance, land'reqlamatioh,‘Water supply:and . sanitation.

S;AHachinery'aﬁdiequipments" e L 'r'. -

) ’

This item includes expenditure incurred on the purchase of various
equipments Such‘aSubuses,-jeeps,/trucks, trattors for road haulage,
power generating machinery, agricultural machinery and implements,
office furniture, machinery and equipment used by professional men.

4. Changé in.stocks C 'gf - . - o e
Changes in- stocks represent the value ‘6F the physical'changerin‘raw

materials, work inqprogressw(othet=thanfwork in progress in buildings)

which are inciuded”in"fixed.capital.formation'and in the stock Piles.

a

5. Capital transferrs

" Capital transfers cover grants to finance the _conétruction of
buildings,"pdrchase'of machinery and equipment - and for- public works,
water supply -and sewage disposal -schemes etc. -Capital transfers -are
inﬁended td dssist. capital formation in other sectors of the”economy.,

6. Receipt of capital accbunt‘ ' - -..if - Ty

- This part deals with the financing of the capitalxﬁqppgtion;and the

_Sources for the same are savings on current account and capital grants -
and. contributions from state government and other.insti;utious.-

T
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‘ . * l 1
Major findigs N

The system of accounts presented in the study. analysis the various
operations of the budget of municipalities and city corporations. The
major findings emerging from this- study are given below. o

1. Total expenditure of the municipalities and city corporations in
the state is estimated at R.3675 lakhs in 1985-86 compared to Rs.2840
lakhs in 1982-'83. o .

‘ 2. ‘ Final outlay is the major component of the total expenditure of
municipalities and corporations. accounting for about 93 and 90
percent in 1982-'83 and 2985-'86 respectively.

C 3. The consumption expenditure accounted for about‘SSZ of the total‘
' expenditure in 198“-'83 and 62% in 1985—'86

T4, Transfer payments increased from & 144 1akhs in 1982-'83 to k. 222

- lakhs in 1985—'86.* .
» ‘ :

5. :_Trausfer pavments accounts for about 5% and 6% of the total
expenditure of the. municipalities and city corporations in 1982-'83
and 1985-'86 respecc1vely.,

ﬁﬁ.i'f Financial investments. and loans amounting to Rs. 52/~ lakhs in
" 1982-'83 and s.150 lakhs 8n 1985-'86 contributed ahout 2% and 4% of
the tota3 expenditure in respective years

-

: GrOss capital formation _§ _f?\ :

_ ‘Municipality’s and corporation's contribution to gross capital
formation "ie. investment in buildings, machinery construction and for
acquisition of stock is estimated at &.1070/- lakhs in 1982-'83.. It has
decreased to B&.1011/- lakhs in 1985-'86. This item amounted.to 38% in

" 1982-'83. ‘- However in 1985—‘86 1t has decreased . to 28%

\
Table 1

_': Tbta} sxpenditnre of the municipalities and corporations
s accounts (k.'OOO) ‘

s1. - 1ltems Municipalities N Corporations Total
No. = .. : 82-'83 83-84 82-'83 83-'84 82-'83 83-'84
1 T 3 4 5 6 78
1. Final ectitlay T 141765 185950 122582 + 133877 264347 319827
. a) Consumption ex— - . '
penditure 79483 108578 77841 83959 157324 192537
b) Gross capital : L :
o " formation. - - 62282 77372 44741 49918 107023 127290
" 2, Transfer payments - . : L .
to the rest of . 9780 11980 4647 - 5383 14427 17363

the economy

: R (Contd.)




LI &

{Table 1 contd.)

T K 3 Z 5 5 7 8
'a) Current trénsfer; 9512 11254 4647 5383 14159 16637
‘b) ‘Capital transfer - 268 726 L= .- 268  726?

\Financial invest-

ment and loans to 4747 4557 500 100 5247 - 4657
the rest of the . ' N
economy

| &btal' j 156292 202487 127729 139360 284021 341847

' ; Table 1 '
Tbtal expenditure of the municipalities: and corporations
accounts (k.'OOO)

51. - Items Municigalities . Corporations . Total

No., ~ -~ . 84-'85 85-86  84-'85 B85-'86 B4-'85 B85-'86
Y ) 3 4 5 6 7 8
1.  Final outlay - 195445 195375 115524 1345851 310969 330226
-t a) Consumption ex— o S _ :

_ penditure  ° 111047 122846 90689 106275 201736 229121
 b) Gross capital : ' o :
o ‘formation 84398 72529 24835 28576 109233 101105

2. Transfer payments e
" 7. to the rest of . 12057 14377 13827 . 7865 25884 22242
the economy - - : . o
-a) Current trasfer - 10949 . 12392 13827 = 7865 24776 ~ 20257

b) Capital transfer 1108 - 1985 - ;= 1108 1985

. Financial invest-.. =~ . . ’ R ‘ :
ment and loans to 5138 11025 - - 400 5138 15025
the rest of the - o e .- ' o :

* . economy- -

Total - | 212640 220777 129351 146716 341991 367493




13

.

' Table - 2
PErcentage of total expenditure of the municipalities & corporations

Sl._ - Items . Municigalities Corporations Total .

No. : Lot 82-83 83-84 ~ 82-83 83-84 82-83 © 83-84
_1 2 ' "3 4 5 6 -7 ' 8

I.- Final outlay 90.70  91.83  95.97  96.07 - 93.07° 93.56

a) Consumption S E p ST o
expenditure 50.85 53.62 60.94 - 60.25 53.39  56.32
~ b) Gross oapital S ' ' : s R _
- formation - 39.85.  38.21 ' 35.03 .35.82 ° 37.68 37.24

2. Transfer payments . : : '
to the rest of = 6,26 5.92 3.64 3.86 - 5.08 5.08
the economy - . o, ,

@) Current transfer - 6.09 5.5  3.64  3.85  4.99 4.3
'b) Capital transfer ‘JO.I?" 0.3 = - - - 0.09 0,21

3;ﬂ.Financ1al invest-,
: ment and the -

loans to the - 3.04  2.25  0.39  0.07  i.85 1.3 -
econony, S P o ; N
Total | 100.00 100.00 * 100.00 100.00 100.00 100.00
\Trlllfe - 2
PErcentage of total expenditure of the municipalities & corporations :
'Sl. Items ‘ Municipalities Corporations- Total
" No, - T 8785 556 —oeks 85-86_ _ B4-85  85-5¢
- 2 3 3 5 6 7 8
1. Final outlay =~ 91.91'  88.49° '89.31 91.91 - 90.93 89.86

a) Conoumption - . P ' : ' X L
 expenditure' .. 52.22 55,64 70.11  72.43 58.99 162.35

b) Gross cépital, o s : : I .
formation = = - 39,69 32.85  19:20 j19.48 '31.94 - 27.51
- 2. Transfer oayments S Tl : - R _
to the rest of the . 5.67 6.51 10.69 - 5,36 7.57  6.05
economy. ' - e ' '

- @) Current tramsfer  5.15 - 5.61  10.69  5.36 7.25 5,51

| b) Capital transfer - 0.52 - 0.0 - - 032 0.5

“(Contd.)
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(Table 2 contd.)

T 5 : 3 i 5 6 7 g

3. Financial invest- _ _ :
‘ment and the loans . 2.42 5.00 - 2.73 1.50 4.09
to the economy ; ' .

v Total . 100.00 100.00 100.00 100.00 100.00 100.00

The coﬁponent 6f capital formatibn

, The component'of capital formation given in Table 3 shows that na jor
share of wmunicipalities and corporations expenditure accounted for
construction. In 1982-'83 expenditure on construction accounted for
about R.566/- lakhs which was decreased to Rs.538/- lakhs in 1985-'86.

Expenditure on machinery and equipment have also been decreased from
- Rs.478/- lakhs in 1982-'83 to RK.450/- lakhs in 1985-'86. o

: : Table 3 : :
Components of capital formation (K. ' 000)

Sl. "~ ' Items . -'Municipalities Corporations _ .Total ~
No. _ . 82-'83 83-84 82-'83 83-'84 82-'83 B83-'84
1 2 - -3 4 5 6 7 8
1. ‘Construction : 39765 - 42156 '.16882 18357 56647 60513
2. Machinery and other ) ' 7 7
equipment e 22517 35216 25284 27461 47801 62677
3. Change in 'stock - C- 2575 4100 . 2575 4100
Total 62282 773#2 - 44741 49918 107023 127290

Savings of municipalities and corporations

Gross savings of the'ﬁmnicipalitiés and corporations comprise  of
savings on current account of administration (ie. surplus of current
-~ recelpt over current expenditure) and depreciation provision. :

. Gross savingsrfor the year under review are given in the following
table. . : .

1



15
, Table 3

Componentf of capital formation (h.'pﬂO)

Corporations Total

depreciation . o=

Total 106368 107227

S1. . Items © Municipalities
No. 84-'85 85-86 84-'85 B85-'86 84-'85 85-'86
‘_1 -2 ‘ . 3 4 5 6 e e f s 8 .
1. Comstruction 47836 42913 8757 10925 56593 53838
- 2. Machinery & other . 36562 29616 13428 15401 -~ 49990 45017
equipment ' ‘ o '
- Change in stock - - 2650 2250 2650 2250 -
~Totat . 84398 72529 24835 28576 109233 101105
- - Table 4
Gross savings of the municipalities & Corporations .-
(k.'OOO) . e
51, Items Municipalities _Corporations . __Total
‘No,’ 82-'83 83-B4 87-'8B3 83-'84 B2-'83 83-'84
1 2 - 3 4 5 6 7 8 :
Gross savings C
1. Savings of the
current admini- . . -
- stration - = 93789 93287 15666 - 30207 109455 123494
2. Provision for , | | -
depreciation ‘ - - - - - -
_ Total” " 939 93287 15666 30207 109455 123494 -
: Table 4 : .
Gross savings of the municipalities
- and corporations (k.'OOO) '
Sl. Items Municipalities Corporations i Total
-No, ' 84-'85 85-86 B4—'85 85-'86 B4-'85 B5-"8E
1 2 - 3 4 - 6 7 8
1. Savings of the = 106368 107227 15752 24531 122120 131758
-ecurrent admini-~ ' ‘ ' '
stration.
.2. Provision for

15752 24531 122120 131758
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Savings of the municipalities apd corporations for the Years
1982-'83 to 1985-'86 are shown In the above table. It shows an
increasing trend for both corporation and municipalities. Total savings
. of the municipalities and corporations 1n 1982<"83 was k.1095/- lakhs.

It is increased to R.1318/- lakhs in 1985-'86. c ,

Current reciepts

-The economic implication of the expenditure incurred by the
municipalities and corporation depends to a great extent on the sSource
 from which it ig financed. Hence it is proper to examine it ‘in detail.
The current receipt of municipalities and corporation are Furnished

- under significant economic-head in table 5, -

Total current recelpt have been showed an upward trend during the.
period under reference._ The receipts of municipalities and corporations -
have been increased to Rks.3811/~ lakhs in-1985-786 from.R.2814/- lakhs in
1982-183 showing an increas of 45.79% over the period. h - -

" Table 5

_ Current receipt (&,;000)
81, Items Municipalities Corporations Total
No. - _82-783 "83-8; 82-'83 83-784 ~87-783 83-'84
1 2 3 4 -5 6 7 8
- ‘1. Tax receipt _ 107507 i25227 23379.- 85048 180886 -210275

2."Income from property _ . h 7 : ‘ o
and eﬂirepreneur-, - 37243 40785 11350 13603 = 48593 - 54388
- ship. - o . : o )
3. Fees and miscel- . . . - I
- lanueous Teceipt - 7504 9548\7 2350 3493 9854 - 13041

. -

4, Revenue grants T o " '
" from government - 30949 37559 11075 17405 - 42024 34964

Total current _ : R : .
receipt © . 183203 233119 98154 119549 281357 332668
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Ta.T:.E # 5
Current receipt (k.'000)
51. N Ifems Municipalities Corporations __Total _
No. —_ 84-'85 B85-8¢ ~84-'85 85-"'86 84—'B% 85-'86
A 2T 4 5 6 7 g
1. Tex recedpt 135455 142471 88680 105982 224135 749453

2. Trcone from bropeftj . ' ¢ ' - o
&.entrepreneurﬂhip - 42146 51178 14735 16736 56881 . 67914

3. PFees ard miscella-

‘necus receipt 16CS0 - 11879 3770 4245 19860 16124
4. Revenue grants . - B . o o
fronx goverrment 34€73 35537 13083 11708 47756 47645
'_Tota1>cﬁrrent., :' : I
Teceipt : . 228394 242465 120268 1138671 348632 381136

-

“-.._-__-.-.ﬁ_--k-u...-_—___—-__-‘aL—‘.. —— e - ———— e —

'Téx Teceipts which alone contributed 65.452 .of the total receipt

' accounted. for the highest proportion of the total Aincome of
municipalities and corporations. A : _

Current outgoing
The current Outgoing 1s shown in Table No.6. The curreﬁt'outgoings‘

.. have increased from k.1715/- lakhs in 1982-'83 to R.24944/— lakhs in
1985-'86. It can be seen from the table that consumption expenditure

- exceeds transfer payments in all the years. ‘Consumption expenditure

_accounted for about $2% of total outgoing in 1982-'83 and'l985—'86.

rﬁéie‘§ .
o - Table 6 - Ry '
Current outzoing of the municipalities & corporations (k. *000)
S1. . Items Municipalities Corporations Total
. -No. : 82-'83 83-8B4 ~§2-'83 83-'84 82-'83 83-'8;
1 2. 3 % 5 6 7 8

1. Consumption - : . : :
expenditure 79483 108578 77841 83959 157324 192537

2. Transfer payments 9512 - 11254 4647 5383 14159 16637
Total 88995 119832 82488 89342 171483 209174
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' Table 6 :

Current outgoing of the municipalities and corporations (&.'000)-
81. Items Municipalities Corporafions Total
No. : 84-'8> 85-86 " 84-'85 85-786 84-'85. 85-'86

1 2 3 4 5 6 7 8

1. Consumption T I

expenditure 111047 122846 90689 - 106275 201736 229121
2. Transfer payments . 10949 12392 . 13827 7865 24776 . 202577

Total

121996 135238 104516 114140

226512 249378

A







A ol | [T = - Tl N ) = Jr oL [~
.E:, - !",.’L i !Eli".‘:‘}}l'. r'F:' P bt k- ‘.uid'*-i S
.lll-u‘I X .:.::-' I*‘47 ‘.T-ﬂ-"‘ - _j;-—.»“ﬁ-!-u_-;' T o et == ~ | oy -
S S Bl B
4."”‘ . i "'?.'él} {'l"r!,_ r’ b a d-\'usf S g
: 'Er ;‘L.f £ BRI o - k
i I‘l Ll -1 . ] :i" r} . . .;

'i-_--I-' SR J 1
'l-'E-l}'_"l,. EE-:E‘

SO PR
L T e - " LAl
1w 1 Pk B : L _ = "



	Page 1 
	Page 2 
	Page 3 
	Page 4 
	Page 5 
	Page 6 
	Page 7 
	Page 8 
	Page 9 
	Page 10 
	Page 11 
	Page 12 
	Page 13 
	Page 14 
	Page 15 
	Page 16 
	Page 17 
	Page 18 
	Page 19 
	Page 20 
	Page 21 
	Page 22 
	Page 23 

