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EXECUTIVE SUMMARY 

 

The budgetary processes in India are opaque and remain behind the extreme confidentiality 
of bureaucratic exercises. The Budget is an official policy document, which is indicative of 
the expenditure incurred and reflective of the policy priorities of the government. These 
documents accessed are not presented in a language and format that is user-friendly; the 
language used is too technical to understand making it difficult to comprehend. People, in 
general, consider the budget highly technical and very difficult, and only a miniscule 
proportion of the population understands the technicalities involved. Besides, the most 
crucial stage of the budget process, that of budget preparation does not allow any kind of 
participation by civil society organisations. In order to be conducive to public involvement, 
public understanding and involvement in the budget process is critical for ensuring that the 
Government is accountable to the public.  

The objective of the study is to find answers to the basic questions of the budget process:  

• How are decisions about resource allocation made? 
• In the institutional structures and administrative processes governing resource, how 

does information flow? 
• Who allocates the fund that reaches the frontline services units? 
• Who at the regional and district level has discretionary power over the 

allocation/resources actually received by lower levels?  
• Does actual expenditure match allocations – if not, what were the reasons and where 

were the cuts made? 
 

The findings of the study outline budgetary processes; the  range of issues  discussed 
will help the reader understand all four stages of the budget process (formulation, 
approval, implementation and auditing).This information on the key actors in the  
system will not only hold them accountable, but also increase trust in them, which is the 
basis of civic participation. 

Budget Formulation 

The budget formulation stage takes place largely within the executive branch of the state. 
This part of the process usually starts with the ‘Estimating Officer’ who prepares the 
estimate based on the needs of the healthcare unit and administrative offices.  

This study looked at budget processes related to health in two districts of Maharashtra and 
found that there was a significant variation in the way budget estimation was practiced at 
the level of Primary Health Centers (PHCs) in  both the Districts. Procedures followed by the 
eight PHCs interviewed in the two districts varied a lot. 

District A submitted the budget demand and two PHCs from one taluka (block) clearly 
mentioned that the budget estimates were prepared by them; on the other hand, two PHCs 
of another taluka were somewhat unclear on whether budget estimates were regularly 
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prepared. Estimates prepared by some of the PHCs were in a very different format. They 
showed no resemblance to the stipulated format.  

In District B, all four PHCs in the two talukas reported that they did not prepare either 
annual or revised budget estimates.  It was observed that three of the four PHCs did not 
have any role in preparing budgets, and some even said that they had ‘never’ been involved 
in any sort of budget estimation.It was reported that budget estimation had been stopped 
from the preceding three to four years and replaced by only monthly salary demands. The 
staff at the facility level had no consistent information with respect to who prepared the 
budget for them. They assumed that the budget was prepared at the BDO or the DHO level; 
the BDO and THO clearly denied any role in the budget formulation of PHCs.  

A high level of confusion regarding the exact role of the Taluka Health Officer in 
channelising the budget demands for all PHCs of the taluka was observed in the study. The 
fact that the THO is expected to serve as the official communication channel has been 
interpreted as the THO being relieved of his/her role with respect to the budget, leading to 
the current situation. Interestingly, THOs have a significant role to play under NRHM vis-a-
vis budgets, but they do not have any relation with the state budget processes. It is thus 
quite essential that a taluka level authority ensures that all PHCs under her/his taluka 
prepare the budgets. Such an overseeing function will have a positive impact on budgetary 
processes. 

The DHO in District A mentioned that only 20 percent to 25 percent of the PHCs in the 
District send their estimates. Repeated notices are sent to PHCs, but the PHCs do not send 
budget estimates. The District Health Officer’s practical difficulty of not receiving budget 
estimates from the PHCs was observed in the study. The fact that despite repeated notices, 
many PHCs do not send budget estimates is a matter of serious concern, as it shows the 
general weakness of the budgetary mechanism and its control over frontline units.   

Ambiguity about the role of the budget has resulted in the lack of budget estimate related 
data/information at the PHC, Taluka and DHO levels. 

In the Hospitals Line, budget formulation is taken more seriously and all the facilities 
remain disciplined in preparing their estimates on time. It is assumed that the Civil Surgeon 
(CS), as administrative head of the District Hospital Line receives budget demands from all 
hospitals (RH, SDH, Cottage, Women’s hospital).  However, this is not the present case. The 
general perception is that the CS is the Controller of Health performance related activities or 
issues, while the Deputy/Joint Director is the Controller of Finance related issues in the case 
of the District. As a result, the hospitals send their budget estimates to the Dy. Director, at 
the regional level rather than to the CS. The CS’s role is restricted to compiling the proposals 
for purchase of materials and supplies from the RH and forwarding it to the District 
Planning Committee (DPC).  

The Deputy Director, Regional Office, is the grant controlling officer for the Hospital Line. 
The regional office vets the proposals received from the facilities’ estimating officers; the 
actual expenditure of the current year and the preceding three years is considered vetting.  
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The vetting responsibility of the Controlling Officer has been guided by the role assigned 
under the Maharashtra Budget Manual. 

The Deputy Director consolidates demands for each scheme from different sources into one 
single scheme demand/estimate booklet providing detailed explanations for all the 
estimates. This represents the demand of the region and is submitted to the relevant Line 
Department. This may include the Joint (Jt.) Director, Budget, Accounts and Administration 
(BAA).  

The Joint Director, BAA functions under the DHS and performs most of the budgetary 
functions. The Jt. Director’s office was originally known as the Controller’s Office of 
Accounts and Audit (CAA). Budget estimates of the two lines, the PHC Line and the 
Hospital Line, as well as some other sources converge.  

The Jt. Director, BAA scrutinizes estimates received from all DHOs, eight regional Dy. 
Director regional offices and other Bureau Chief offices that are assigned specific programs 
such as Malaria and TB. The Jt. Director follows certain norms for vetting and finalising 
estimates in the case of non-salary components of Grants–in-aid for the PHC Line schemes, 
for example, Petrol, Oil and Lubricants (POL) budget are based on the number of the 
facilities (PHC) in the district and the ceiling of consumption of 1000 liters per district.    

The Finance Department  is known for curtailing the demand estimate, as was seen in the 
case of  the Primary Health Centre  budget (code 2210 5041 ), where it was reduced by  
almost 9 percent in the salary component and 41 percent in non salary against  what was 
proposed by the Health Department.  

Budget Grant Distribution: Fund Flow 

There was no uniformity in the information on allocation, cash flow, to the PHC in the two 
districts. In District A, the grant allocation letter is sent by the DHO to all the BDOs, THOs 
and MOs in the District. In District B, as in the case of PHCs who do not prepare the budget 
estimate, there is no cash flow intimation from the DHO. It was observed that the grant 
allocations are informed by the DHO only to the BDO, who is the disbursing officer. Some 
PHC respondents expressed this feeling saying that sending a demand made no sense since 
allocations are always lower than the demand. 

The study found neglect of the budget and demands for the non-salary line items 
throughout the system. Based on the interview observations, while the salaries at the PHC 
level were being withdrawn based on ‘guarantee’, no such practice for demanding an   
additional grant in the case of non salary items was being followed.  

For PHCs, receiving lower allocations than demand can undermine motivation. Some 
respondents expressed this feeling saying that sending a demand made no sense since 
allocations were always lower than demand. 

Rural Hospitals, Sub-District as well as District Hospitals reported that the budget allotment 
to their facility happens through the online system, BEAMS (Budget Estimate Authorisation 
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and Monitoring System). Grants allotted to the facility for the entire year or the grants to be 
disbursed in the coming months are not displayed on BEAMS. Some reported grant 
allocation displayed month wise till December. 

The budget is never fully revealed and the hospitals are often not informed of their budget 
grant for the full year and the first indication they get of their allocation is the cash flow. 
Funds are released by the higher level body when deemed necessary. 

The service delivery unit/hospitals lack the information of fund flows and budget which is 
essential to understand their financial entitlements and also to safeguard against funds 
being pulled back by higher levels officials. In practice, the controlling mechanisms are 
implemented to curb the unevenness of expenditure, yet the rush of expenditure remains a 
problem due to weak information flow to the hospitals.   

At the district and below the frontline (sub district, rural hospital) service providers are 
unable to use BEAMS, and are therefore unable to change the cash flow resulting in budgets 
getting lapsed or pulled back by the controlling officers. 

According to the standing instructions by the Controlling Officer, expenditure has to 
incurred according to the monthly cash flow, which otherwise would lead to lapse or 
surrender,The Dy. Director, regional  office uploads  the grant and authorises to carry 
forward to the next month and Pull back grants if  found unspent.  

Methods adapted by both the Dy. Director and the regional offices were starkly different. In 
one case, grants unspent during a month were carried forward to the next month, whereas 
in the other, the grants were pulled back by the regional office. The Dy. Director can 
reallocate unspent funds to another RH under the same scheme line item.  It was observed 
that the Dy. Director does not share information with the hospitals.  

The rush of expenditure still exists, and the practice of receiving the budget allocation at the 
last moment (that is, 31 March closing month) has often resulted in grant surrender as there 
was no scope for incurring any expenditure.  

The Jt. Director, BAA , reported significant delay in receiving supplementary grants (revised 
estimate demands); the budget authorised in the monsoon session, that is, mid July to mid 
August, is not received until October.  Owing to the late release of grants, they remain un-
spent. 

The FD keeps control over the funds distributed to each administrative department, and the 
PHD, Secretariat does the same for funds distributed at the Directorate level. Periodicity of 
the release of the budget grant by the Finance and the PHD, Secretariat is not known. 
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Plan Budget  

At the level of State Plan, Public Health Plan outlay for the year 2010-11 was Rs. 719.5 crores 
which was increased to Rs. 792 crores  in 2011-12, of which Rs. 657.83 was budgeted (budget 
document)  and there was a balance of  Rs. 134 crores to meet the supplementary budget. 

As a process of democratic decentralization, the District General Plan (at the level of District 
Planning Council) has been fixed at Rs. 3750 crore, later approved by GOI at Rs. 3905.24.  
District allocation based on a predetermined formula assigns weights to various factors, a 
district’s total population (30%), rural population (20%), geographical area (30%) and 
Human Development Index (20%).  

The District Collector is also the Controlling Officer for distribution of funds as well as re- 
appropriation of funds (with prior approval from the DPC) for the DPC schemes for that 
particular district.  

Short supply of medicines at the state level is met by using the DPC plan fund for medicines.  
The CS demand for the medicine includes demand both for own institution (District 
Hospital) and also for all Rural Hospitals in the District.  

In both the PHC and Hospital Lines, the Plan budget grant flows to the district through 
various channels, DPC and Health Line Department. The process seems complicated, 
because the information about expenditure data are scattered at the level of DHO, CS, DPC 
and tribal office. The DPC has information in terms of the outlay and expenditure for the 
General District Plan but, it was observed that information about outlays related to the 
district plan of Tribal Sub Plan and the Schedule Caste Special Sub Plan (SCP) budget of 
district plan are with the respective agencies. Adding to the complexity, the State health plan 
schemes data are scattered among the various line offices operating at the regional and 
district levels. No single document contains all the basic information for budget analysis. 

Oversight- Internal and External Audit 

Internal regular audit is done by the CAFO, Head of the Accounts and Finance Department 
in the ZP, once in a year. Rules guide the CAFO in his/her responsibility for the internal 
audit and periodic checking of account records. Many PHCs reported that most of the audit 
observations or issues/remarks raised are about the error in calculating salary increment 
payment, incorrect accounting and incomplete accounting in the cash book, errors in 
calculating leaves and privilege leave and its records.  The issues are resolved by following 
the instructions of the internal auditor, making the necessary changes, updating the records 
and documenting the remedial action taken in the watch register1and settling the 
compliance in the form of responding to the objections raised by the internal audit.  

In one taluka in District A, internal oversight/investigation teams visited  the Taluka 
Panchayat Samiti (PS) office to compile  accounts statement  as there was no proper 

                                                           
1Register maintained to keep a record of issues raised by the auditor and the action taken to clear the objection.  
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reporting or delay in submission of statement to the ZP and also  to investigate the reason 
for such delay or non-reporting.   

The Researcher was unable to get internal audit tour details- number and the nature of the 
audit. However, the Audit report on local government2, on a number of occasions had raised 
concern as ‘Audit Para’ about the weak or inefficient functioning of the internal audit system 
at the Panchayati Raj Institutions (PRI) (local bodies). 

External audit for all the PHCs are done by the regional and district staff of the Directorate 
for Local Fund Accounts Audits (DLFAA), generally in the month of September and 
October.  The Accountant General (AG) conducts the test audit usually held once in a five 
year period. Audits are mostly on accounting and the financial transactions at the level of 
PHC, THO and BDO. 

As observed, the account and audit are a joint responsibility as it is the prevalent practice in 
India. Internal audit is a part of the Accounts Section in the government setup. As there is no 
segregation of duties and responsibilities, there is potential conflict of interest that might 
hamper the effective functioning of the Internal Audit. The oversight of Internal Audit is 
vested with the Controller of Accounts, who is also responsible for accounting and 
disbursement functions in the case of the Directorate of Health Services (DHS), Internal 
Audits. 

Internal audit and the assessment of the health grant given to the ZP are done by the Jt. 
Director, Budget Accounts and Audit (BAA). The study observed delay in the internal audit. 
Audits for district Civil Hospitals for year 2004-05 have been completed in 2011-12; three 
district hospitals are selected for the audit for the financial year 2008-09.  While the 
importance of internal audit is well recognised by the director, considerable delays happen 
due to insufficient human resources.BAA has the responsibility of internal audit, 
disbursement and accounting functions.  

The study observed in both Districts A and B that the Zilla Parishad (ZP) publishes the 
Administrative Report mandated under the Maharashtra ZP and PS ACT.  Along with other 
departmental information, it includes the section on audit notes with the replies thereto 
reported separately for ZP and PS. As observed, the scant information provided in this 
administrative report makes it impossible to correlate the objection raised, response for 
objection by official and the action taken in terms of remedial measures. 

Rural Hospitals, District and Sub district Hospitals under the study reported that they 
undergo the statutory account audit by the Accountant General (AG). Medical store or 
equipment statutory physical verification is done by the Store Verification unit of the 
Directorate of Accounts and Treasury (DAT), Finance Department. 

In District A, the internal audit and inspection of the RH are done by the District Civil 
Surgeon’s office. With full staff support, the Chief Administrative officer (CAO), 

                                                           
2Fourth  and Fifth Reports of the Comptroller and Auditor General of India on Panchayati Raj Institutions (PRIs) 
and Urban Local Bodies (ULBs) in Maharashtra. 
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Administrative Officer (AO) and a few accountants conduct the internal audit and 
investigations. In District B, internal audit and inspection of the RH in the district was 
reported to be usually conducted by the Dy. Director, Health Circle regional office (by the 
Grant Controlling Officer) and not by the district Civil Surgeon’s (CS) office, as the CS was 
placed in the teaching hospital and did not have a separate office or full time officials. 

As was observed in both the regional circle offices, the Dy. Director’s office at the regional 
level plays an important role, apart from the responsibilities of fund distribution and 
controlling the expenditure to the DDOs, compiling the health indicators and submitting to 
concern higher authorities, Bureau Chief (program) , Jt. Director and DHS, obtains 
inspection and internal audit reports conducted by the subordinate CAO and administrative 
officers (AO) at Hospitals and PHC Line and updates by taking stock of observations/audit 
raised by external oversight agencies and submitted responses. 

The Secretary, Public Health Department had constituted a team comprising the Asst. 
Director, BAA, Chief Administrative Office of DHS and a Pharmacist for conducting 
inspection on a regular basis through the year. This team was set up in the context of a 
misappropriation/irregularity that happened under the line item, ‘Material and Supplies’- 
an excessive purchase/expenditure incurred than that proposed in 2008-09. The team is 
assigned to inspect store verification at the regional office of the Dy. Director’s level, one 
district hospital in the jurisdiction of the Dy. Director, one SDH, RH, and one PHC level of 
that district.  

The Finance Department, through its technical Directorate of Accounts and Treasury (DAT), 
controls and monitors all the receipts and payments/disbursements of the government. This 
is the built-in internal oversight/control system for the monitoring/control of expenditure. 

 At the district level, the District Collector has been assigned the responsibility for general 
administration and functioning of the treasuries under his/her jurisdiction, and reports to 
the Secretary, Finance Department. The Collector of the District does the routine inspection 
of the Treasury. If irregularities of any kind are brought to the notice of the Collector by the 
AG or identified during the inspection, the Collector personally conducts investigations 
which are reported to the AG and Secretary, Finance Department. 

Internal audits are in the form of inspections, periodic meetings or monitoring through 
periodic progress reports.  Internal audit with the scant information to the public about 
actions taken by the department makes it difficult for common people to abstract 
information about the amount of money forgone owing to irregularities and, lack of sight or 
misappropriation etc. 

This study has tried to shed light on the complexity of the budgetary process of the State 
Government. The study has unfolded various intricacies involved in the budgetary process 
at different levels, starting right from the frontline service providers to the ministry level. 
The key issue of lack in transparency within all the administrative levels emerges as a major 
finding of this research. 
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 CHAPTER 1 
 

BACKGROUND, OBJECTIVES AND METHODOLOGY 

Section I 
While provisioning of health care in India is a joint responsibility shared by the State, 
Central and local Governments, health care delivery in specific, is for all practical purposes, 
the responsibility of state Governments. The states finance primary health care facilities, 
hospitals and insurance (Slim Haddad, Enis Baris, D. Narayana 2008). Thus, the primary 
responsibility of financing and provision of public health services rests with the state 
Governments. In a federal arrangement, the central Government plays an overseer role by 
providing directives and guidance through the formulation of national policies and 
sponsoring a number of programs through the provision of financial and other inputs. This 
intervention in the state subjects is through specially designed central schemes through 
which grants meant for the frontline service units are transferred to the state.   

Institutional arrangements for health service provision are characterised by several 
administrative layers involved in the frontline provider supply chain1. The resource-flows to 
frontline service providers, through various hierarchical structures from the State capital to 
the division level and down to the district are diverse and complex. 

In Maharashtra, health care was decentralised in 1961 and the schemes that have a bias 
towards district development have been transferred to the Zilla Parishads (ZP), the first tier 
of Panchayati Raj Institutions (PRIs) for implementation, maintenance and expansion. The 
expenditure on such schemes along with some incentives such as expenditure on 
supervisory staff at the district level is reimbursed by the Government to the Zilla Parishads 
(ZPs) in the form of grants.  The state Government gives various grants to these bodies and 
these are shown in the state budget in their own respective departments.  

At every district, there is a health department functioning within the folds of the Zilla 
Parishad. The department is headed by the District Health Officer (DHO) who is a Senior 
Medical Officer of the state Government on deputation to the ZP. He/She operates under 
the control of the Chief Executive Officer (CEO) of the ZP and for implementation related 
issues of various health programs, family planning, immunisation and welfare programs for 
pregnant women, explanations are sought from the District Health Officer (DHO) by the 

                                                           
1 At the state level, Public health services are governed by the Ministry of Health and Family Welfare 
(MOHFW), through various departments, namely the Public Health Department, which includes 
Family Welfare, Medical Relief and Employee State Insurance Scheme (ESIS), and the Department of 
Medical Education and Drugs. Both these departments have technical wings called Directorate of 
Health and Directorate of Medical Education and Research, respectively. The Public Health 
Department has a Secretary-Public Health, a Commissioner cum Secretary-Family Welfare, and 
Commissioner for ESIS, and these have technical support from the Director for Health Services, 
Director State AIDS Society and Director Health System Development project. The Directorate of 
Health Services deals with “medical relief, control of contagious and communicable diseases, family 
welfare, maternal and child health, environmental sanitation and nutrition services and training of 
paramedical staff.” Both the Secretariat and Directorate, as also the Commissioners of Family Welfare 
and ESIS have their own hierarchical structures from the State capital to the division level and down 
to the district. (CEHAT, 2005). 
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regional DeputyDirector2.  The DHO is assisted by the Additional District Health Officer 
(ADHO); each one is in charge of a national health program, in the area of tuberculosis, 
leprosy and malaria. There are district level health officers for various programs which also 
function parallel to the DHO, ADHO and they have no formal links with the ZP. Another 
parallel network of the health line department is presided over by the Civil Surgeon (CS). 
The CS supervises and controls services provided by the rural hospitals, sub district 
hospital, women’s hospital, district hospital, and his/her work activities are not linked to 
those of the ZP, except in the cases of epidemics or launching of national immunisation 
programs such as pulse polio. 

State line departments have their own budgets at the district level and local Governments 
have their own budgets, and also there is a; a major part of healthcare funds come from 
Parastatals3 and societies4 that operate at the level of the districts, making it difficult to glean 
the total resource availability/fund flow at the district level. Districts have different budgets 
for funds coming from different sources; there is no institution or process in any state that 
compiles information that can be treated as the annual budget for a district (CBGA, 2011). At 
the district level, State budget allocations to the district are harder to access as there are no 
district-level consolidated budget documents. 

Given the multiple sources through which funds flow in the district to the frontline 
provider, comprehensive health budget estimate and expenditure data, both with 
implementing executives and the local representatives, is fairly non-existent. The critical 
information about the roles and responsibilities at different levels needs to be made 
transparent when systems with complex divisions of labor operate.  This is sound 
management practice, as well as important for public transparency. 

The grassroots civil society groups found budget related issues too complex to understand 
and to substantiate arguments for demanding progressive changes and social justice, as 
there is no regular and comprehensive budgeting at the district level. In order to overcome 
these constraints, CEHAT intended to build the knowledge through the ‘mapping of budget 
processes in the public health sector in Maharashtra’.  

The present study diagnosed institutional structures and administrative processes 
governing resource and information flow in practice, accounting and oversight. This 
involved determining how the public hierarchy is structured, the roles and responsibilities 
of various administrative units, the allocation rules used by different resources at the 
various levels, and the nature of information flows including accounting, reporting and 
monitoring procedures. The project planned to carry out the following activities: (Also 
presented in Figure 1.1) 

                                                           
2 Deputy Director is a higher ranking officer of the health department posted at the divisional 
headquarters. 
3Parastatals as they are often called, undertake some of the health programs such as malaria control 
program, HIV, National Programs which are funded directly by the State and from the Centre 
without the conventional route of budgetary processes, budget formulation, budget distribution and 
oversight. 
4Societies have been formed over the years as parallel bodies, ostensibly to minimise ‘corruption’, and 
also to help quick flow of funds for implementing the said programs. These direct transfer of funds 
(Off budget) to the district implementing agency, through the State Health and Family Welfare 
Society for implementing the NRHM makes it difficult to estimate the total spending at the district 
and also at the state levels. 
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I. Diagnosing institutional structures and administrative processes governing resource 
and information flow in budgeting practice, accounting and oversight, using Public 
Expenditure Tacking Survey tools.  

II. Providing evidence-based recommendations to officials and decision makers, (key 
officials at different levels from the Planning, Finance and Health Departments; Local 
Representativesand State Health Resource Centres) and developing different 
advocacy strategies at various levels, so that these recommendations are taken up by 
those making decisions on allocation/expenditure/monitoring in various 
Government agencies.  

III. Enhancing the capacity of partnering NGOs in observing and monitoring the action 
taken by the Government, local bodies and services providers, and exercising control 
over agents’ behaviour. 

Figure 1.1: Approach Figure Approach and Methodology for the Project 
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Building Constituencies, Partners and Allies: For the project, local budget partners from 
two districts have been identified so that budget related issues are taken up by them to build 
pressure from the district and below. This involved generating awareness and identifying 
concerns on budget matters within the local constituency of the partnering organisation 
working in two districts. Teams from local partnering organisations were involved right 
from the initial stages of developing the instrument/protocol for the research study, as well 
as data collection. Partnering organisations were provided with a range of inputs; 
generating awareness and identifying concerns on budget matters, giving them orientation 
to acquaint them with the methodology to participate in the research study, and 
observations have been shared with them at the end of the fieldwork. During the process of 
data collection, members of the partnering organisations were familiarised with different 
offices and relevant budget documents, which could be useful to build strong budget 
advocacy efforts. A post-fieldwork workshop was organised to share and learn from each 
other’s experiences. 

Sufficient preparation has been done for building the constituency as well as identifying key 
potential allies such as key budget decision makers/shapers in the Planning Department 
and also in the Health Department. These are individuals/officers from the Rural 
Development Department, Health Department, Finance Department and Accountant 
General’s office, whose interest is in governance. Some of these officials have guided and 
supported the study at different stages to help understand the budget decision-making 
process, review the tool and findings, help researchers access key budget documents and 
were even willing to help us achieve the project objective.   

Rapid Data Assessment and Protocol: Prior to designing the instruments, a rapid 
assessment of budget decision making, fund flow process and budget data management was 
conducted. This was done for two reasons - one, to understand the structure of the system, 
identify the involvement of different offices in the process of budget-formulation, 
finalisation, vetting, approval and auditory mechanisms (internal/ external audit). Two, to 
verify the availability of data and its specific characteristics (variables, length, and so on), 
and to verify the consistency of data reported across various administrative levels. The 
process helped to understand and learn how to organise this uncoordinated and scattered 
data, the budget decision-making process and budget information. This rapid assessment 
was conducted using snow balling as a method. Based on proximity, non sample districts 
were selected for rapid assessment. These assessments lead to the development of protocol. 
This process has helped the researchers to identify and build contacts with potential allies in 
the Government setup, identifying windows for intervening in the budget process itself. On 
the basis of rapid assessment the draft protocol/tool was prepared, sent to five resource 
persons of whom two were domain experts. Later, the tool was scientifically approved by 
the Program Development Committee (peer review committee) of CEHAT and tested.   
 

Study Methodology  

The study has a diagnostic purpose, that is, to understand institutional structures and 
administrative processes pertaining to the budgetary processes in health. This involves 
determining how the public hierarchy is structured, the roles and responsibilities of various 
administrative units,  the processes of budget planning and implementation, the allocation 
rules used at the various levels and the nature of information flows including accounting, 
reporting and monitoring procedures. Primary data was collected at public health centers, 
hospitals, administrative units at the district level (local Government), and the 
state/regional level authorities. 
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Literature on tracking surveys clearly state that they could be conducted for three different 
purposes: Diagnostic, Analytical5 and Impact Evaluation6. (Turner et al, 2001; Reinikka, 
Ritva and Smith 2004).  This study will be for diagnostic purposes and will seek to 
understand specific situations and identify specific problems without necessarily examining 
the reason for their occurrence or potential solutions (Reinikka, 2001). This tool could be 
useful for locating and identifying ineffective management and supervision systems (for 
example, fund flow management systems), as well as distributional issues (for example, 
allocative efficiency).  

 The focus of the present study is solely on budgetary processes, not assessing any of the 
other related aspects, such as, trend analysis of the allocation and expenditure, multilevel 
analysis to understand any significant effect to explore root causes for performance 
differences. The diagnostic study attempted to seek the answers for the following questions: 

1. What are the multiple channels through which the funds flow from the district level 
to the frontline provider? What are the institutional structures and administrative 
processes governing resource and information flows in practice? What are the 
mechanisms of coordination that exist between these different channels and 
processes? What are the systems that exist to promote transparency and 
accountability?   

 
2. What are the processes of budget allocations and how are the decisions on spending 

made? Does the state Government respond to the needs at the local level when 
allocating and distributing funds, or does it base fund allocation on its own supply of 
infrastructure and historical levels of spending?  If this is so, does this mean that the 
flow of funds is not responding to the genuine demands of local communities for 
health services?  

 
3. How much of the expenditure/allocation, through various budget items and 

programs made available by the Government actually reaches the District and filters 
down to the intended healthcare facilities, and whether this expenditure is as per the 
official rules and procedures. Do the regional and district administrations have 
discretionary power over the allocation/resources received by lower levels?  

 
4. What advocacy strategies and mechanisms could be developed for improvement at 

different levels?   
 
The core objective of the Study was to shed light on the institutional and administrative 
structure underlying health budget processes in Maharashtra, it  used the tracking survey of 
the frontline healthcare facilities and programs which are specifically placed under the  

                                                           
5To pinpoint the causes of the problems identified in the public service provision system and to 
propose solutions to correct these deficiencies. For instance, the survey could be designed to try to 
determine factors explaining differences in performance among various types or ownership 
categories of schools or health facilities. 
6To examine the impact of a specific Government program or reform put in place. For instance, 
repeated PETS were used in Uganda to evaluate the impact of an information campaign designed to 
reduce resource leakage in education identified by an initial tracking survey. The impact assessment 
showed that the information campaign had successfully improved resource flow, and revealed the 
efficacy of mobilizing civil society against corruption (Reinikka and Svensson, 2004) 
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Directorate of Health Services (DHS)7 such as budget head which includes curative care, that 
is, district, sub district and rural hospitals and preventive and promotive program activities 
such as primary health centres (primary health units, mobile health units, allopathic 
dispensaries , mobile launch units).  Thus, health budget tracking in this study is limited to 
processes involving flows from the state Government or local Government that is, budget 
formulation, budget distribution and oversight through the conventional route. There are 
some off-budget or outside the treasury - direct transfer of funds from the centre to the state 
and then to district societies/implementing agency/ frontline service providers which do 
not follow the conventional route. Some of the health initiatives such as National Rural 
Health Mission (NRHM), HIV Program, and some other National Programs follow such an 
off budget route. The present study is primarily concerned with the conventional route of 
budget and administrative processes, which follows the treasury routes shown in the state 
budget of their departments. 
  
Sampling Strategy: Selection of Two Districts 

In all there are 33 districts in Maharashtra, out of which two districts - one from the 
Vidharbha region and another from Marathwada region were considered for the study these 
districts have been chosen based on their development profiles. Maharashtra State is 
classified into five broad regional groups Konkan8, North Maharashtra9, Western 
Maharashtra10, Marathwada11 and Vidarbha12. This classification also brings out the regional 
differences very clearly.  Konkan consists of Mumbai and other coastal districts with two 
major ports, one in Mumbai and another in Raigad district. Western Maharashtra districts, 
being in the narrow rain shadow area, receive lower rainfall; they have small landholdings, 
which are served by canals and wells. In general, Mumbai and Western Maharashtra 
dominate and determine the development parameters for the entire state in many ways: not 
only in terms of natural and economic conditions but also political, cultural and social. 
North Maharashtra region includes districts with forests, a large tribal population, with 
large landholdings and a high level of landlessness. Marathwada region is dry with low and 
uncertain rainfall, large landholdings and some landlessness. Vidarbha region has medium 
and large landholdings and a high level of landlessness.  

Sample District A, from the Vidarbha region, is a tribal district, which has always remained 
in the news for malnutrition and child deaths. District B, has a predominantly dalit 
population and is known for discrimination against dalits on the basis of caste in all spheres 
of life, leading to social exclusion and economic exploitation. Another reason for selecting 
these two districts  was that there should be a district specific NGO  to  partner in this study 

                                                           
7Under the Ministry of Public Health and Family Welfare Department (MoPHFW)., which also  
includes Family Planning  and Immunisation,  Employee State Insurance Scheme (ESIS), Food and 
Drug Administration, etc. 
8Districts include Mumbai, Thane, Raigad, Ratnagri and Sindhudurg. 
9Districts include Nandurbar, Dhule, Nasik, Jalgoan and Ahmednagar. 
10Districts include Pune, Sangli, Satara, Kolhapur and Solapur. 
11Districts include Aurangabad, Jalna, Parbhani, Hingoli, Nanded, Osmanabad, Beed and Latur. 
12For administrative purposes, Vidarabha has been grouped into two, one part of Vidarbha, comprises 
Buldhana, Akola, Amravati, Washim and Yawatmal districts which are administered by the Amravati 
division and the rest comprising  Nagpur, Wardha, Bhandara, Gondhiya, Chandrapur and Gadchiroli 
as Vidarbha–Nagpur division.Bhandara, Gondiya, Chandrapur and Gadchiroli districts have a large 
tribal population and forest cover. 
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and project, so that in the long term, the partnering NGO is involved in advocating for 
strengthening the budgetary support for the various programs within its constituency at the 
local level.  

In the selected two districts13, a tracking flow survey focused on the Primary Health Centres 
(PHC), selected Rural Hospital (RH)14 , Sub-district hospital and  District hospital (DH)15. 
From each district, one District Hospital (DH) was chosen for the tracking survey. In each 
district, two Rural/Cottage hospitals were selected. These selected two RHs were based on 
geographical stratifier, one RH situated close to the district headquarters and the other 
located distantly from the same. In each district, four PHCs were selected. These selected 
PHCs are associated with the above two selected RH. Similar geographical area stratifier 
was considered, one PHC situated close to headquarters, that is, a RH and the other located 
distantly from the same, also presented in Figure 1.2.  

                                                           
13 District A has one district hospital and one women’s hospital ( 373 and 189 beds), 4 sub district 
hospitals (3 SDHs with 50 beds and one SDH with 100 beds), 9 RHs and 56 PHCs. District B,  has no 
district hospital; however, there are  three sub district hospitals (SDHs - one with 100 beds and 
another with 50 beds.) The study has considered a sub district hospital with 100 beds. The total health 
care facilities available in District B area  teaching hospital (733 beds), 3 sub district hospitals, 10 Rural 
Hospitals and 77 PHCs.    
 
14 Rural/Cottage hospitals are located in taluka headquarters and offer health care services to the 
population of the urban centres in which they are situated as well as those in the adjoining rural areas 
(one RH serves around 120000 population) , 4-5 PHCs are associated with one RH. 
15 DHs are core centres for referral medical care for the rural areas, apart from catering to the district 
town. The hospitals are mostly located at the district headquarters and called civil hospitals, that 
usually have 100-500 beds and the most basic specialties. 
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Figure 1.2: Sampling, Selection of Health Care Facilities 
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The district fieldwork for the study was carried out in two phases in February and May-
June, 2011.  Front line healthcare service providers were covered first and then the key 
officials at the district level of the relevant line departments. During this visit, the District 
Health Officer (DHO) of both districts and a Civil Surgeon (CS) of the district were met and 
appraised of the study and were requested to inform the different Government facilities 
about the same. Regional health circle offices, Directorate of the health and State 
administrative offices that is Health department, Planning, Finance departments were done 
after completing the district fieldwork.    

Secondary data such as Government Resolutions (GRs) and department circulars were 
collected. This was in the nature of information used by the different agencies for 
information flow, accounts and also for key administrative or decision making procedures.   

As was frequently the case, keeping such records is contingent upon the motivation and the 
direction of officers in charge making it difficult to get similarly documented information 
from other healthcare facilities. Gaps in hospital level information were supplemented by 
information collected at the district, regional offices. 

The Maharashtra Budget Manual, Maharashtra Zilla Parishads and Panchayat Samitis Act, 
Accounts codes were procured and referred to in order to arrive at a broad idea as to what 
guides budgetary matters and instructions for regulating the budgetary and accounting 
procedure.     

Data Analysis 

Most of the interviews where the participants gave explicit permission to record were 
electronically recorded. The data collected from the interviews were translated and 
transcribed and manually coded under broad themes using MS word. After the data had 
been arranged under different relevant themes, analysis was carried out manually by the 
team.    

Literature Review 

In terms of budget transparency, Maharashtra does not have a high ranking; it is seventh 
among ten states, according to the Study on Transparency in State Budgets in India. Out of 
eight parameters, four parameters score very low on the following counts: budget 
documents do not provide information on the district-wise break-up of the non-plan 
allocations and expenditures, no information on women's component plan or gender 
budgeting, no separate statement for the Scheduled Caste sub-plan, no complete information 
on funds received by the State from the Central Government or external agencies which are 
routed outside the State Treasury and not reflected in the budget;  no release of any report 
on the steps taken to address audit observations, for example, in the Comptroller and 
Auditor General of India(CAG ) reports, or information on revenues foregone due to tax 
concessions. While there is a large amount of data available in hard copy at the state level 
and an electronic version on the website with details of administrative departments and the 
various functions of the Government, it is not timely or sufficiently disaggregated to be 
useful. Nevertheless, the formats of reporting on budget estimate and expenditure are 
consistent with central Government standards, allowing comparability across the year and 
with other states in India.   
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The Structure of the Report 

Chapter 1 gives a general introduction in Section I and in Section II, elaborates on the annual 
budget cycle. It gives a conceptual explanation of the terminology used as ‘Budgetary 
Processes’, of how the budget accounts are classified and accounted, and deals with some 
issues around such a classification.       

Chapter 2 is devoted to the Institutional Structure, which explains the broader institutional 
and administrative structure guiding the health sector in the state. The structure entails 
multiple layers of governance and health service providers interacting with one another, and 
the entire chain ranges from the Ministry at the state level to the district and further below to 
the frontline providers, explaining the roles and responsibilities of each such key office or 
health service providing units involved in the budget for health services. This chapter 
specifically brings out the context in which the study is placed under the larger head of 
health budget processes.  

Chapter 3 is concerned with Budget Formulation and deals with some of the basic 
procedures followed in budget formulation, the conceptual understanding as well as 
knowledge of some commonly followed and stipulated practices for budget formulation in 
the Health Department along with the findings relating to formulation of the budget from 
the budget tracking study. 

Chapter 4 provides details on Fund Flow and Distribution, the area of budget execution, 
agencies and their role in the fund flow and budget control system and the devised 
mechanism of fund flow.    

 Chapter 5 helps understand the planning processes relevant to the whole annual exercise, 
state level allocation rules for the plan budget to the district and fund flow down to the 
districts and issues around tracking budget.   

 Chapter 6 provides insights into the internal and external audit and oversight and focuses 
on the type and the role of the internal and external audits agencies.   The last Chapter 
concludes with Recommendations.  

Section II  

Introduction to Budgets  
This section explains some crucial aspects of health budget making in Maharashtra and 
provides a useful context to understand the discussion in the following chapters. 

In a federal arrangement like India, the central Government normally plays an overseer role 
by providing directives and guidance through the formulation of national policies and 
sponsoring a number of programs through the provision of financial and other inputs. 
However, the primary responsibility of financing and provision of public health services still 
rests with the state Governments. The budgetary process is carried out in accordance with 
the provisions of Article 112 of the Constitution of India. The budget cycle follows the 
financial year, which as per Government practice, is from 1st April to 31st March. Every 
year, the budgets of the frontline units and programs are prepared in such a manner that all 
the health care facilities send their requirements or demands to the Government, which in 
turn allocates grants to these units for incurring various expenditures. This study tracks the 
budgetary processes of the service providing units like PHCs, Rural Hospital and Civil 
Hospital. It is thus very important to explain, what the term, ‘budgetary processes’ precisely 
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means. Though the general reference to the term ‘budget’ is made singularly, there are 
various processes involved in any given budget. The four broad functional stages of the 
annual cycle of the budgetare - budget formulation, preparation of the budget estimates by 
the executive, budget approval debated and discussed in the legislature16 before enactment, 
implementation of the approved budget by the executive authorities and finally, review by 
the executive and audit by an independent audit authority not subordinate to the executive. 
A diagrammatic representation of the process and the timeline follows are presented in 
Figure 1.3 Budget Cycle.  

• Budget Formulation:Preparation of the Budget Estimates by the Executive 

Every year, the budget preparation process begins six months prior to the beginning of the 
financial year. The demands from frontline units at the district level and below pass through 
various administrative layers reaching up to the ministry. Similarly, demands of various 
programs also reach the ministerial level. At each of these stages, some or the other 
processing on the budget is done, which may either include compiling budgets estimates 
and sending it further for vetting or approving the demands. This process of compilation 
and approval of the budget demands is broadly referred to as budget formulation or 
preparation stage. Since the budget estimation is done well before the beginning of the 
financial year, an account of the expenses is taken in between and it is estimated whether 
more funds are required. The budget revision is done thrice a year in Maharashtra and 
revised budget demands are submitted.  

• Authorisation/Enactment of the Budgetary Proposal by the Legislature  

The budget, Annual Financial Statement and the demand for grants of each department 
commonly known as the Budget, is placed before the legislature for debate, alteration and 
enactment. The processing of the budget proposals in the legislature involves general 
discussion, detailed discussion for consideration of the budget (voting of the demand) and 
approval of the proposed budget through the enactment of Finance Bill17 and Appropriation 
Bill18 and  passing the budget law that becomes the basis for ministries/departments  
authority to collect tax revenue and spending targets (Karnik, SS). The Finance Minister 
presents the budget in his speech, which includes the new or fresh tax proposals for the year 
and impact on revenues, expenditure proposals in various sectors consistent with overall 
Government policies and financial and economic conditions of the state. This is followed by 
a general discussion of the budget proposals, which provides an opportunity to the 
legislature member to review the working and progress of the Government. The second 
stage of the discussion is consideration of department-wise demands for grants.  After the 
demands are passed by the legislature, a bill is introduced to provide for the appropriation.  

• Execution of Budget:  Distribution/Expenditure 

Once the budget demands are approved, the executive is authorised to spend money and to 
collect the revenue. The execution phase involves release of funds appropriated as per the 
Appropriations Act, the sanctioned grants of the budget, withdrawals of the grant and 

                                                           
16 Parliament in the federal context and Legislatures in the state context. 
17 The financial bill containing tax proposals is passed in the Legislative Assembly and Council which 
enters into the statute as the Finance Act. 
18 The departmentwise demand grants seeking approval for withdrawal of money.  The 
Appropriation Bill is put to the vote of the Legislative Assembly and Legislative Council and when 
the bill is passed by both the Houses, it becomes the Appropriation Act. 
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incurring the expenditure. Some authorities allot funds, some distribute them and the end 
users draw funds for usage or other expenses.  Making day-to-day decisions on expenditure 
after the legislature has approved the budget is a key executive function.  

The health and other state departments withdraw sanctioned grants of the budget, which 
are sent to the frontline units and programs for implementation. For this purpose, funds are 
routed from top to bottom and the route opposite to that of budget formulation is followed.  

• Oversight  

The Constitution of India envisages that the elected legislature exercises oversight functions 
over the Government, the making of laws, approval of the budget and monitoring of all 
Government actions (14th  Report on Strengthening Financial Management Systems, Second 
Administrative Reforms Commissions, Government of India, GOI)19.The process of 
preparation of the budget and its approval in the Legislature goes through legislative 
scrutiny and the Legislature exercises full control over the annual budgetary system through 
this oversight as an effective instrument of financial control of Government activities. To 
facilitate proper examination of different Demands for Grants leading to more meaningful 
discussion in the Legislature, Committees are constituted to scrutinise the budget 
estimates/demands for Grants of the concerned ministries/departments and present a 
report to both houses of the legislature. The legislature also exercises its control over the 
provision of supplementary or additional funds required in a particular year and for 
regularising any excess expenditure over the approved appropriations (Maharashtra 
Legislative Assembly Rules (MLAR)20.  The Legislature also exercises its control over the 
post-budget evaluation of the budget implementation through various committees. These 
legislature committees call witnesses/administrator to answer their questions on 
matters related to the department’s activities and report to the Legislature.  

Having done the formulation or approval, distribution and revision of the budget for any 
year, it becomes very important to track details of funds and expenditures. This may include 
the following aspects: whether the expenditure has been incurred, if not, whether the funds 
have been surrendered to the Government, whether there are any irregularities or 
malfunctioning in the usage of public funds and so on. For this purpose, there are oversight 
and regulatory mechanisms built into the institutional structure of budgetary processes. 
These include roles like auditing, monitoring and controlling performed by either an 
internal department or by external oversight agencies. The Comptroller and Auditor General 
of India (CAG) constitutionally mandated external supreme audit agency conducts account 
and performance audits of Governments, local Governments (PRIs and urban bodies) and 
semi-government autonomous bodies and tables the reports in the Legislature and its 
committee for discussion and deliberation. With the laid legislative framework, the public 
administration of a state is subordinate to the elected bodies that govern it.  

                                                           
19 www.arc.gov.in/14threport.pdf 
20 MLAR ( rule no. 244-E ) , eighth edition -2003, Maharashtra Legislature Secretariat 

http://arc.gov.in/14threport.pdf
http://arc.gov.in/
http://arc.gov.in/
http://arc.gov.in/
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Figure 1.3: Budget Cycle 
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Budget Accounting Structure and Classification 

The Central and State Governments keep accounts and follow the coding structure as 
recommended by the CAG. There is a well stipulated accounting structure followed by the 
Government to keep an account of every rupee that is received as receipts and expenditure 
incurred. While receipts are not discussed here, there is a six-tier hierarchical arrangement 
that deals with the expenditure side of the account. The main unit of classification in 
accounts is the major head which is divided into minor heads, each of which has a number 
of subordinate heads, generally known as sub-heads. The sub-heads are further divided into 
detailed heads. Sometimes major heads may be divided into sub-major heads before their 
further division into minor heads. Thus, the Sectors, Major heads, Sub-major heads, Minor 
head and detailed heads together constitute a six tier arrangement of the classification 
structure of Government Accounts and this classification is uniformly adopted by the Union 
Government and all the State Governments.   

Explaining the classification of accounts with an illustration as shown in Figure 1.5, the 
scheme operates at the frontline service care facilities, that is, the Primary Health Centre 
(PHC) and Rural/District hospitals. Further, these schemes are dovetailed into minor heads, 
sub-major heads and major heads within the health sector.  At the facility, ‘detailed line item 
head’, is termed as an object classification indicating the object or nature of expenditure on a 
scheme or  activity in terms of inputs such as ‘Salaries’, ‘Office Expenses’, ‘Supplies and 
Material’ and so on.  The detailed line item head is the lowest accounting unit under which 
transactions are recorded in the scheme/subhead.      

The minor head represents a definite 
activity, with information on the objective 
of the Government being achieved through 
that particular expenditure. It can be the 
scheme under the program. Schemes such 
as  ‘Expanded  Program of Immunisation’, 
‘Immunisation  of  Infant  and  pre  School  
Children  against Diphtheria and Tetanus 
and Expectant Mothers against Tetanus’, 
‘Child Survival and Safe Motherhood 
Program’ and ‘Expansion  of  Medical  
Termination  of  Pregnancy Services’ are 
the schemes under the minor head 
‘Maternity and Child Health’ denoted by 
the three digit figure under the particular 
function of Family Welfare.  

Submajor heads represent a group of allied functions under a major head.  The submajor is 
denoted by a two digit figure; for instance, in Health ‘Public Health’ is a submajor head 
which includes a minor head like the program on ‘Prevention and Control of Diseases’, 
‘Manufacture of Sera/Vaccine’ etc. Programs like ‘Hospitals and Dispensaries‘, ‘ESIS’ and 
‘Direction and Administration’ are included in the minor heads.  Schemes such as ‘Urban 
Health Services- Allopathy’, ‘Rural Health Service Services- Allopathy’ are separately shown 
under all the relevant subheads with separate allocations. Also, as seen in Figure 1.4, minor 
head 001-‘Direction and Administration’ is common across the two sub heads thus 
indicating the nature of expenditure across the group. 

Figure 1.4: Minor head under submajor head 
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Figure 1.5:   Accounting Classification on Expenditure, an illustration   
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The functions of the Government discharged through the expenditure are denoted by the 
major heads, the first tier of the functional classification. Major Heads with the four digit 
numerical code correspond to different services such as ‘Medical and Public Health’ and 
‘Family Welfare’.  Sector is the first level of classification. Functions of similar nature are 
grouped together; for instance the sectors include Social, Economic, General Services and 
Grants-in-aid. Social services include functional activities such as services on Education, 
Sports, Art and Culture, Health and Water Supply and Sanitation, Housing etc. Economic 
services are of a developmental nature and  include services such as Agriculture and Allied 
Services , Rural Development, Special Programs for Hilly Areas, Irrigation and Flood 
Control, Energy, Industry and Minerals, Transport, Science; General Services comprise  
Administration of Justice,  Administrative Services of Police, Jail, Treasury and Account 
Administration and Fiscal Services consist of Interest Payments and Debt Servicing.  

Currently, the budgets as well as the accounts follow a uniform classification with a clear 
presentation of objectives and purposes of Government expenditure in terms of functions, 
programs and activities, bringing together all expenditures under appropriate subheads, 
functional (major), program (minor), and activity (subhead) irrespective of the organisation 
administering it. This grouping enables a clear understanding of the economic nature of the 
expenditure incurred; this has improved phenomenally over the year and provides a more 
meaningful classification of transactions for presentation and reporting of Government 
operation in terms of functions, programs and activities (High Level Expert Committee on 
Efficient Management of Public Expenditure, Government of India, Planning Commission 
(GOIPC), April 2010).    

Plan and Non-Plan Budget 

India follows a Plan based model of economy. The budgets or expenditures heads are 
broadly classified as Plan and Non-Plan and the distinction runs through all items of 
expenditure and there is a further division of expenditures into revenue and capital account. 
As the name suggests, the plan budget and expenditure encompasses all new expenditures 
envisaged in the Five Year Plans, which are included in the budget through the state Annual 
Plans. Non-plan expenditure is the expenditure incurred on administration, includes salary, 
maintenance of existing assets and so on. Further, the recurrent expenditure in maintaining 
the assets created under plan schemes enters into non-plan expenditure when the schemes 
are completed at the end of the Plan.  The distinction has its roots in the plan model of 
development adopted by the country. The Plan resources primarily represent schemes that 
are largely controlled by the Centre - the Planning Commission and the line ministry of the 
Central Government. For a long time, ahigher plan expenditure was considered more 
desirable because it brought in development/investment funds. The non-plan expenditure is 
often viewed as obligatory in nature. The non-plan resources come mainly from the state’s 
own resources, including some mandatory grants from the centre.   

This intended purpose of the classification is no longer valid because a number of existing 
schemes and continuing expenditure continues to be under Plan. This classification has been 
criticised and questioned (for further reading21) in recent times; however, the distinction is 

                                                           
21 High Level Expert Committee (HLEC) on Efficient Management of Public Expenditure set up by the 
Government of India, Planning Commission (GOIPC) on  April 22, 2010 under the chairmanship of C 
Rangarajan; 4th Report on Strengthening Financial Management Systems, Second Administrative 
Reforms Commissions ,GOI ; Das-Gupta, Arindam.( 2011). Public Expenditure Management 
Committee Report: A Critical Review. Economic and political weekly, vol. 46, no 43, p. 15-19. 

http://arc.gov.in/14threport.pdf
http://arc.gov.in/
http://arc.gov.in/
http://arc.gov.in/


17 
 

something which remains unique to Indian politics. As a former Home Secretary of the 
Government of India (Dr. Madhav Godbole) puts it,  

“Just as not all Plan expenditure is, by definition, necessarily productive or developmental, 
not all Non-Plan expenditure is non-developmental and therefore of low priority. This 
classification has resulted in neglect of Non-Plan developmental expenditure, in particular” 
(Karnik S.S). 

This points to the Government’s increasing tendency to start new schemes, while neglecting 
the maintenance of existing capacity and service levels.  

All budgetary transactions in India are classified into three funds - Consolidated Fund, 
Contingency Fund, and Public Accounts (Figure no.1.6). The Consolidated Fund consists of 
Revenue and Capital Accounts, which are further disaggregated into sectors and sub-sectors 
- budget classification is presented in Figure 1.5.  Contingency Fund is provided for meeting 
unforeseen expenditure pending subsequent authorisation of the expenditure by the 
Parliament. The Third account is called the Public Account. This section records transactions 
relating to debt, deposits, advances, and remittances wherein the Government functions as a 
banker. For example, the money deducted from the salaries of employees as provident fund 
subscriptions gets credited to the Public Account (Receipt side) and all payments to 
employees out of their provident fund accumulations are debited to the Public Account 
(Disbursement side). 
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Figure 1.6: Basic structure of Government Budget/Accounts Classification 
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State- Central Schemes  

In the federal system, many financial resources are transferred from the union Government 
every year to every state: share of states in the central tax; allocation in the form of grants 
and loans for new and targeted interventions for socio-economic development; Centrally 
Sponsored Schemes (CSS). The grants/transfers for CSS are meant to supplement the 
resources of the State Governments, who are responsible for the implementation of these 
schemes. CSS schemes are entirely funded or partly funded by the Union Government and 
the State Government contributes the remaining share. For example, the National Program 
for Control of Blindness is fully funded by the Union Government, whereas in the 
Tuberculosis Control Program, the State contributes a matching share of 50 percent and the 
Union Government provides technical support as well as cash and commodity assistance as 
per the approved pattern as shown inTable 1.1.  Centrally sponsored schemes that are 
designed by the Union Government Health ministries, also provide directives and guidance 
for implementing the schemes. 
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Table 1.1:   Entirely and Partially Funded Centrally Sponsored Health Schemes 
 

Sources: Compiled from the secondary documents collected from the DHS office. 

There are a number of Centrally Sponsored Schemes where State contributed matching 
grants, the percentage share of state contribution differ for the different schemes. It ranges 
from 25,33,50,75 to 80 percent.  Such Schemes are National Filaria Control Program, BCG 
Vaccination and TB Control Program, National Malaria Eradication Program etc. The 
schemes for which funds are transferred from the Centre to the State for execution are 
treated as revenue expenditure irrespective of whether they are salaries and maintenance of 

 
Annual Plan and Expenditure , 2009-2010  
  ( schemes under  Directorate of Health Services )                                                                              Rs. In Lakhs 

Sr 
N
o 

Name of 
Centrally 
Sponsore
d Scheme 

Code No. Shari
ng 
patte
rn 
(100
%, 
75:25
, 
50:50 
etc.) 

Budgetary provision Grants actually received Expenditure  

Central 
Share 

State 
Share 

Cent
ral 
Shar
e 

State 
Share Total 

Cent
ral 
Shar
e 

State 
Share Total Centra

l Share 
State 
Share Total 

1 2 2a 2b           

1 

National 
Tubercul
osis 
Control 
Program 

2210 0932 2210 
5175 

50% 100 100 200 521.1 47.26 568.35 521.09 47.26 568.35 

2 

Guineaw
orm 
Eradicati
on 
Program  

2210 0952  2210 
5184 

50% 2.00 2.00 4 0.67 0.67 1.34 0.45 0.00 0.45 

3 

National 
Malaria 
Eradicati
on 
Program 
(GEN ) 

2210  
0905  

2210     
5157 

50% 400.0
0 400.00 800 169.1 169.11 338.22 169.11 143.8

5 312.96 

 

National 
Malaria 
Eradicati
on 
Program 
(OTSP ) 

2210   
3726   

2210  
3717 

50% 89.60 89.60 179.2 0.00 89.60 89.60 0.00 35.06 35.06 

 

National 
Malaria 
Eradicati
on 
Program 
( TSP) 

2210    
2873 

2210      
2864 

50% 298.6
3 

1012.7
1 1311.4 0.00 754.04 754.04 0.00 754.0

4 754.04 

4 

National 
Filaria 
Control 
Program 

2210 0914  2210 
5166  

50% 100.0
0 100.00 200 89.6 44.39 133.97 89.58 35.96 125.54 

5 

National 
Program 
for 
Control 
of 
Blindness 

2210 0235   
100
% 

140.4
5 0.00 140.5 31.6 0.00 31.66 31.66 0.00 31.66 

6 

Central 
Food 
Laborator
y 

2210 1008   
100
% 70.00 0.00 70.00 70.0 0.00 70.00 60.35 0.00 60.35 
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establishment or for creation of assets, and are booked as plan budget schemes. The State 
Governments also treat transfers of funds to local bodies (PRIs) and other implementing 
agencies in a similar way. The report on Efficient Management of Public Expenditure 
observes, “…because of such a classification, the picture of the resources being put for 
capital formation (asset) is not fairly provided”.  

The State health expenditure statement document is inclusive of all kinds of expenditure 
incurred for the purpose such as revenue and capital and plan and non-plan and thus 
provides a holistic idea of what is the total expenditure incurred on the program in one 
place. The expenditure statement provides details about such Centre to State transfer 
schemes separately. While assessing the expenditure statement, the major problem faced is 
to generating scheme wise information from the accounting classification due to the absence 
of a one-to-one correspondence with schemes and heads of accounts. 

Flow of Funds: Treasury Mode and Society Mode/Off Budget  

The flow of funds of the health sector CSS schemes from the Union to the State follows two 
methods - the treasury system/mode and the society mode.  In the treasury mode, the 
release of CSS funds is reflected in the State budget. The State Finance Department, in 
consultation with the union ministries, gets the budget approval; the State Finance 
Department withdraws the grant from the Reserve Bank of India (RBI) and allocates to the 
State level implementing agencies. The concern implementation agency withdraws the fund 
for expenditure from the treasury captured as final expenditure in the State Annual Account 
prepared by the State Accountant General, whose reports are presented to the Legislature 
within the statutory period. The treasury mode follows uniform accounting codes and 
standards. This treasury system are perceived as stringent checks and auditing (of annual 
account) by the external audit agency, CAG.  

Another method followed by the Central Government, started in the mid-nineties, is the 
direct transfer of funds required for the implementation of several central sponsored 
schemes to bank accounts of Implementing Agencies (societies, autonomous bodies, NGOs 
etc), set up at the State and district levels that maintain funds outside of the Consolidated 
Fund of the States, bypassing the state's normal arrangements for fund flow and 
implementation.  This method of transfer is called the society mode of funds transfer 
(HLEC).  In Health, one such program is the National Rural Health Mission22 (NRHM), a 
central Governments flagship program.  The society mode funds are not routed through the 
State Budget/State Treasury System.  The society mode was adopted to address the concern 
of delay in receiving the resources by the frontline service delivery units. However, the CAG 
in its report perceived such off budget mode running the risk of improper utilisation of 
funds by these agencies and difficult to monitor the end use of direct transfer.    

 

 

 

 

                                                           
22The mission is an umbrella program subsumed various centrally sponsored schemes in Health and 
Family Welfare including the Reproductive and Child Health, National Disease Control Program, 
Programs for malaria, tuberculosis, kala azar, filaria, blindness and iodine deficiency and Integrated 
Disease Surveillance Program. 
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Health Budget Situation in Maharashtra 

In Maharashtra, the health sector receives the CSS funds from both the funding mechanisms:  
treasury and off budget mode. Around 13 percent of the overall health budget is funded 
through centrally sponsored schemes/Central plan in the total health expenditure and 
external off-budget accounts amounts to Rs. 675.29 crore for NRHM, in 2010-1123. Some of 
the disease control programs are implemented by the societies constituted for the specific 
purpose such as TB control society, malaria control society and so on; schemes like Goitre 
Control Program, experimental projects-multi-purpose workers scheme etc., are funded 
through treasury mode.  However, most of the State health policies are influenced by the 
Union Government through the fiscal leverage of the CSS. The Union covers the substantial 
part of the cost for the First Five Year Plan (usually five year), and the States are expected to 
cover all the costs thereafter (Monica Das Gupta et al, EPW, 2010).           

The budget documents or the civil budget estimates, report the Budget Estimates for the 
year, the year preceding the budget and the actual outcome of the previous year's budget 
expenditures.  The three departments, DOPHFW, Medical Education and Tribal department, 
show underspends on its budget, rather than overspends. 
 
Table 1.2: Public Health Expenditure in Maharashtra, 2008-09 to 2011-12 

  Rs. In Crores  
Year  

 
Public  Health  
Dept. Medical 

Education Dept. 

Tribal Dept. 
(health major 
head) 

 REV CAP REV CAP REV CAP 
2011-12 R. Estimate 3638.21 12.31 1389.79 62.25 133.97 24.19 
2010-11 R. Estimate 3169.62 5.46 1301.03 34.37 105.50 13.07 

Actual Expn. 3020.49 19.99 1230.91 29.56 85.72 4.11 
2009-10 R. Estimate 2706.77 18.68 1064.35 101.35 101.19 17.33 

Actual Expn. 2509.80 4.81 978.93 76.82 81.11 1.28 
2008-09 R. Estimate 2182.56 6.33 735.82 118.03 123.43 18.04 

Actual Expn. 2168.38 5.12 740.31 116.63 84.39 4.44 
Source: Civil Budget Estimate of the Respective Departments 

Note: R. Estimate-Revised Estimate. Revised estimates are done through the supplementary 
budgets midway in the year; figures exclude debt major head includes loans to Government 
servants, loans for family welfare  

The gap between the estimates and the actual expenditure shows the prudent and realistic 
economic assumptions in formulation of estimates. The various departments, especially 
tribal development, show persistent underutilisation. The  State Accountant General,  in his 
report, refers to  underutilisation as ‘savings’- surrender of unspent amounts  from various 
grants to the Finance Ministry, and raises a caution about inadequate program management, 
budgetary control in the departments.  

Our study focuses on the conventional route of budget and administrative processes which 
follow the treasury route, and are reflected in the state budgets of their departments or the 
transferred schemes to the ZP accounted in their budget/ accounts. Having explained the 
broad term used as ‘Budgetary Processes’ and account structure, the next chapter explains 
                                                           
23CAG Audit Report (State Finances) for the year ended 31 March 2011. 
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the institutional structures; the entire chain ranges from the Ministry at the state level to the 
district and further below to the frontline providers, explaining the roles and responsibilities 
of each such key office or health service providing units involved in the budget for health 
services. This elaborate explanation of the institutional structure is presented in the 
chronological as well as hierarchical orderthat follows the conventional route of budgetary 
processes. This will play an immense role in understanding the rest of the document. 
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CHAPTER 2 

INSTITUTIONAL STRUCTURE 

The key objective of this chapter is to outline the institutional structure of the public health 
services delivery system in the state of Maharashtra. The structure entails multiple layers of 
governance and health service providers interacting with one another and the entire chain 
ranges from the Ministry at the state level to the district and further below to the frontline 
providers.  It is important to explain the institutional structure in order to understand the 
context for those levels.  At each level, one or more key functional offices are involved in the 
budget for health services.  The roles of each such key office or health service providing 
units at the various levels of governance have been delineated. 

State Level 

The state level structure governing the public health services can be broadly categorised into 
three levels - Ministry, Secretariat and Directorate. The ministry is the topmost authority and 
is supported by the administrative department at the secretariat level. Each administrative 
department is further supported by its directorate.   

In Maharashtra, public health services are governed by the Ministry of Health and Family 
Welfare (MOHFW) which  is divided into two parts, ‘Public Health and Family Welfare’ 
(PHD) and ‘Medical Education and Drugs’(DMED). Of the two departments, the former 
works on preventive and control of diseases, family welfare services and medical relief 
through Primary Health Centres (PHC), dispensaries ,  Sub Centre (SC), district, sub district, 
cottage, women and  rural hospitals and Employee State Insurance Scheme (ESIS) hospitals 
and also specialist hospitals like TB Hospitals, ENT Hospital, Eye  Hospital, Infectious 
Diseases Hospital and Cancer Hospital, whereas the latter oversees medical education,  
teaching hospitals which also provide some tertiary healthcare24, research in the field of 
medicine as well as control of drugs and prevention of food adulteration. Figure 2.1, shows 
that both departments are headed by a separate minister; and each supported by a minister 
of state. Each part of the ministry is further supported by its administrative department25.  
Each such administrative department is headed by a Secretary.  These secretaries for PHD 
and DMED function under their respective State Ministers. 

 

 

 

 

 

                                                           
24These are large 500-2000 bed hospitals that cater to not only their local areas but also the entire 
region around.   
25The level at which these are placed is often referred to as the secretariat or  ‘Mantralaya’ level, 
referring to a building in the state capital of Mumbai where the various administrative departments 
function. 
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Figure 2.1: Structure of Ministry of Health and Family Welfare 

 

 

 

 

 

 

 

 

The present study focuses on tracking budgetary processes of public health care facilities, 
therefore the PHD is mainly relevant as services are catered through Civil hospitals, Rural 
and Sub-district  hospitals and PHCs. The DMED cater services through the tertiary, that is, 
teaching hospitals located in Mumbai and other large cities like Pune, Solapur, Nagpur, 
Thane and Aurangabad. However, there are possible linkages in budget decision making 
across these two departments. The existing study does not explore the linkages and budget 
decisions.  Figure 2.2 shows the remaining structure of the PHD and its directorate. As 
mentioned before, PHD being the administrative department is supported by its own 
Directorates for technical support. 

Figure 2.2: From Ministerial Level to Secretariat and Directorate Levels 
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literature discusses tracking NRHM fund flow26, that of DHS remains neglected. Our study, 
thus, tracks the budgetary processes of the Director of Health Services (DHS). 
 
The Director of Health Services is assisted by a team of Additional Directors, Joint Directors 
and Deputy (Dy.) Directors. Some of the Joint Directors are given the responsibility as 
Program Officers or Bureau Chiefs for different health programs and support services. The 
structure at the DHS level is wide and complex. For the purpose of our study, we can avoid 
getting into details of the same; however, for those interested in knowing the hierarchy at 
DHS, it is provided in Annexure 2.1. 

While DHS, placed at the directorate level is a state level body, the hierarchical structure 
flows further down from the State to the division level and down to the district and below. 
We can now move forward to understanding structures at these levels.  

Public Health Care Services under DHS 

At levels of district, taluka and below, the public healthcare services are provided by various 
units. The nature of care provided depends upon the type of unit. At below the taluka level, 
Primary Health Centres (PHCs) and Sub Centres (SCs) serve the village level in rural areas. 
Rural Hospitals, Cottage or Sub District Hospitals as well as District Hospitals are located at 
the taluka and district levels. The SCs and PHCs provide preventive as well as some basic 
curative health care, and the hospitals serve as a referral point to patients from the 
PHCs.The facilities offered and capacities available at each of the service providing units 
mentioned above are given in detail below: 

Primary Health Centres (PHCs) and Sub Centres (SCs) 

Primary Health Centres (PHCs) are below the taluka level. Generally, one PHC serves a 
population of 30,000 in rural areas; in the case of hilly and tribal areas, one PHC serves a 
population of 20,000. Under each PHC are about four or five SCs. PHCs provide the first 
contact care to villagers. Generally, these facilities have six beds and a doctor, the Medical 
Officer (MO) heads the facility. PHCs and SCs implement all the national programs and 
schemes under Public Health and Family Welfare. The main focus areas at this level include 
preventive and control programs of malaria and leprosy. Surveillance of selected diseases, 
family planning services, immunisation such as pulse polio, ante natal care (ANC) and post 
natal care (PNC).  PHC report the clinical services related to the THO and DHO. In the case 
of national programs such as malaria and TB, they also report to the line office at the district, 
for example, malaria related to the District Malaria office ( DMO) and TB related the District 
TB Office ( DTO) .  

 

                                                           
26 Report  of the Committee for finalising financial Guidelines and Framework for delegation of 
Administrative and Financial Powers under National Rural Health Mission March, 2007, GOI ; Kaveri 
Gill, A Primary Evaluation of Service Delivery under the National Rural Health Mission (NRHM):Findings 
from a Study in Andhra Pradesh, Uttar Pradesh, Bihar and Rajasthan, Working Paper 1/2009 – PEO 
Planning Commission of India ,May 2009; Government of India, Guidelines on financial, accounting, 
auditing, fund flow and banking arrangements as approved by Empowered Program Committee of 
NRHM; No.107/FMG/2005-06, Date: 14th  December 2006. 
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Rural and Sub-District Hospitals 

The Rural Hospital (RH) at the taluka level is generally a 30-bed hospital that serves as a 
referral centre for associated PHCs. These hospitals are mostly located at the taluka (each 
District is divided into Blocks or taluka) headquarters serving the population from both 
urban and rural adjoining areas. Some of the Rural Hospitals with additional beds are 
upgraded to Sub District Hospital (SDH). The capacity of SDHs can vary from 50 beds to 200 
beds. The SDHs provide some essential specialty services such as surgery, obstetrics and 
gynaecology paediatrics, ophthalmic to the population of that Sub District Hospital and the 
adjourning talukas. The frontline service providers at the taluka level, the RHs and SDHs, 
report to the Civil Surgeon at the District Hospital for technical issues such as services 
/performance related .  

District Hospitals 

At the district level, the District Hospital (DH) is the referral centre that forms the core of 
medical care provided by the MOPH. These hospitals are headed by a Civil Surgeon and are 
often referred as Civil Hospitals. They are mostly located at the district headquarters and 
usually have 100-500 beds with various specialties, such as medicine, surgery, obstetrics and 
gynaecology, paediatrics, radiology and pathology services. Some districts also have 
women's hospitals and cottage/other hospitals.  

Overall, the PHCs and SCs are located in rural areas, whereas the hospitals (Rural, Sub 
district, and cottage) are located in taluka or urban areas. A particular facility, however, 
serve not only the population belonging to its location, but also those belonging to adjacent 
rural areas.  

The healthcare facilities at the district level are divided into rural and urban areas and are 
managed by different authorities. The structure of healthcare provided and administration 
or control of both these lines are also very different. For our convenience, we have referred 
to them as ‘PHC Line’ and ‘Hospitals Line’. The details of both are as follows: 

PHC Line  

The PHCs and SCs mainly come under the fold of Panchayat Raj Institutions (PRIs).To 
understand the structure of PRIs refer to Box 2.1. In Maharashtra, there is a full-fledged 
health department within the folds of the Zilla Parishad (ZP).The health department at the 
ZP is headed by the District Health Officer (DHO), a senior medical officer of the state 
government with some public health training, on deputation with the ZP. The DHO looks 
after rural healthcare and program implementation and is supported by additional and 
assistant DHOs. The support staff also works exclusively for the rural areas administering 
the PHCs and SCs. 
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In addition to the DHO, the position of Taluka Health Officer (THO)27 was created at the 
taluka level after NRHM came into existence. The main purpose of creating this position was 
to bridge the gap between the MO at PHC level and the DHO at the district level, since some 
districts contain a large number of PHCs. Maharashtra has 33 Districts with 1,816 PHCs., 
Although each district contains an average of about 55 PHCs, the range is wide: the lowest 
number of PHCs in any District is 24 (in Hingoli), while the highest is 103 (in Nasik).  Given 
the large number of PHCs and talukas, in some districts, a taluka level authority is essential 
to bridge the gap between the DHO and MOs.  Accordingly, there are additional DHO 
positions at the DHO office and the district may be divided amongst two or three ADHOs, 
and it is the same pattern at the Taluka level with additional staff where needed.   

Aspects relating to health care provisioning are supervised by the THO, who is further 
assisted by a Health Supervisor and Health Assistant. Apart from that, the THO receives 

                                                           
27Under NRHM the THO is known as Block Medical officer (BMO) and has been provided with 
support staff to delegate the administrative and financial role and responsibilities. 

BOX 2.1: Panchayat Raj Institutions (PRI)  

India, in its federal set up, is divided into 28 states and 7 union territories. Each state is 
made up into several districts, which total 640 nationwide. In order to decentralise 
governance in the country, the Indian Constitution was amended in 1992. As part of 
this change, the PRI institutions were intiated in rural India. Decentralisation of rural 
and urban areas is guided by the 73rd and 74thConstitutional Amendment Acts, 
respectively, which are landmarks in the history of Indian governance.  

As part of the rural administrative system, the districts are made of multiple blocks or 
‘Talukas’.. Talukas, in turn, are made up of several villages. The figure below shows the 
three-tier system of governance for PRIs. The Zilla Parishad (ZP), Panchayat Samiti (PS) 
and Gram Panchayat are the seperate governing bodies working at levels of District, 
Taluka and Village respectively.  

 

One of the main implications of decentralisation is that resources from the central and 
state government, which are meant for programs falling within the jurisdiction of the 
PRIs will directly get allocated to them. 

 

 

 

Village Level 

Taluka /Block Level 

District Level 
ZillaParishad            

(1st Tier) 

Panchayat Samiti       
(2ndTier) 

Gram Panchayat          
(3rd Tier) 
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support from the Extension Officer Health (EOH) mainly for administrative purposes. The 
THO reports back to the District Health Officer (DHO). The DHO and THO are heads of the 
Public Health Department at the district and taluka levels, respectively.  

The entire link of MO at the PHC or below the taluka level, THO at the taluka level and 
DHO at the district level is what is referred to as the ‘PHC Line’.  

Hospitals Line  

The Rural, Cottage or Sub-District Hospitals are all located at the taluka level; on the other 
hand, District Hospitals, as the name suggests, are located at the district level.  

All the hospitals at the taluka level - Rural, Cottage or Sub-District Hospitals - are headed by 
a Medical Superintendent (MS) who reports the technical matters to the Civil Surgeon, who 
is a district level authority in charge of managing urban health. The Civil Surgeon is also the 
head of the District Hospitals and thus manages the technical control of the same. In fact, 
District Hospitals are often alternatively referred to as Civil Hospitals. All talukas or districts 
in Maharashtra do not necessarily have all the types of hospitals mentioned above.  

Figure 2.3: Two Lines of Health Care and Technical Control 

 

 

 

 

 

 

 

 

The two lines of healthcare have been clearly explained in Figure 2.3 above. At the district 
level, while the District Health Officer (DHO) looks at the preventive and disease control 
part of the healthcare of the district, the Civil Surgeon (CS) is responsible for looking into 
curative healthcare of the district. The crucial difference, however, is that the DHO is an 
officer of the ZP and, thus, has a formal role in PRI, the CS does not. The CS is directly 
linked with what is known as the ‘state line department’, that is, the state level structure of 
public health flowing down at the district level. 
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Convergence of the Two Lines: Deputy Director Health Services 

There are 33 districts in the state of Maharashtra. It is difficult for a state level department to 
receive reports from the DHOs and CS of all 33 districts. The state is thus divided into eight 
regional level health circles (Figure 2.4). The number of districts in each circle ranges from 
the lowest of two under Pune circle to the highest of six under Nagpur circle.  

Figure 2.4: Eight Health Circles/Regions of Maharashtra 

 

One Deputy Director (Dy. Dir.) heads each such circle. For reporting technical matters, 
aspects particularly relating to health care provisioning, the PHC Line and Hospitals Line 
converge at the regional or circle level. Both the DHO and CS report to the head of their 
particular region. The Dy. Director’s office is alternatively referred to as the health circle 
office or regional office. 

Convergence of Eight Regions: Director Health Services 

All the DHOs and CSs respectively report the technical matters of the district’s rural and 
urban health status to the Deputy Director at the regional level. All the eight Deputy 
Directors report the health status of their circles and thus the districts under them to the 
Director of Health Services (DHS) at the state level. This is shown in Figure 2.5 below.  

One may recollect from our state level structure with three levels (Ministerial, Secretariat 
and Directorate) that DHS is one of the four directors supporting the Public Health 
Department (Refer to Figure 2.2 again to understand the precise structure). Thus, all the 
PHCs, Hospitals as well as the administrative offices supporting or controlling them are 
eventually connected to the office of DHS. Apart from providing care through PHCs and 
Hospitals, the DHS also carries out preventive and control programs for diseases like 
malaria, TB, BCG and Leprosy. These programs are headed by the state level bureau in 
charge or program officer, usually the Joint (Jt.) Directors, placed under the DHS. These 
authorities also provide technical reporting to the DHS. 

 

 



31 
 

District Level 
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Directorate Level 

Figure 2.5: District level Reporting at the Regional Level 

 

 

 

 

 

 

 

 

 

Budgetary Processes at Various Levels 

Given the focus of the study on budgetary processes at DHS, all the units in the line become 
very important. The reporting or controlling authorities may be slightly different from those 
explained in the section above. In terms of practically carrying out budgetary processes, 
there are some other offices or authorities that we have intentionally not referred to, for 
instance, those at the secretariat level; departments other than health like planning and 
finance also have a significant role to play. This section describes the role of each level of 
governance. There could be more than one office or frontline units operating,   in health 
budget related matters. Figure 2.6 further delineates the relevant positions at each level.  A 
brief introduction of their roles in budget formulation, distribution or oversight has been 
provided. This will serve as an introduction for the following chapters, which provide a 
detailed account of each stage of the budgetary process: budget formulation, distribution 
and oversight.  

Below the Taluka Level 

Primary Health Centers (PHCs) 

At the time of Budget Formulation, the head of the facility, MO with support from the PHC 
clerk of PHC prepares the budget demand for the facility as well as SCs under his/her 
control and sends to the District Health Officer (DHO) at district level. As a part of budget 
distribution, PHCs receive grants from the Block Development Officer at the Panchayat 
Samiti (PS) or taluka level to incur expenditure on various items. 
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Taluka Level 

Rural/Cottage/Sub-District Hospitals     

During the budget formulation stage, all the frontline service providers at the taluka level, 
that is, Rural, Sub-district and cottage hospitals send their budget demands directly to the 
Dy. Director at the regional level. Similarly, at the time of budget distribution, these facilities 
receive grants from the same authority. However, as we have explained before, all these 
hospitals report to the Civil Surgeon for technical matters. The Dy. Director being the 
regional head also exercises some control over the technical aspects. 

Block Development Officer (BDO) 

The BDO is the administrative head of the Panchayat Samiti at the taluka level, a part of 
PRIs. Budget distribution to the PHCs is done by the BDO office; however, it does not play 
any in role in the formulation of the same. The position is vested in the administrative head 
for the taluka, who enjoys some financial powers.  

Taluka Health Officer (THO) 

The THO mainly performs a supervisory role for the PHCs; however, the role of this officer 
in the budget formulation of PHCs is somewhat complicated and will be explained in detail 
in the following chapter. The THO reports to the BDO for administrative matters. Given the 
difference in functionality between the BDO and THO offices, the Extension Officer Health 
(EOH) acts as a mediator between the two.  The EOH reports to the BDO and provides 
technical support to the THO. 
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Figure 2.6: Positions at each level 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

District Level 

Chief Accounts and Finance Officer (CAFO) 

The CAFO is head of the ZP Finance Department and reports to the Chief Executive Officer 
(CEO) of the ZP. The CAFO controls all the available funds at the ZP, that is, the grants 
received from various departments including health.The CAFO has an indirect role in the 
distribution of funds by transferring funds to the BDO, who then distributes them to PHCs. 
The CAFO does not, however, play any role in health budget formulation.  

District Health Officer (DHO) 

As part of budget formulation, the DHO consolidates demands from PHCs. Apart from 
grants to PHCs, the DHO is also entrusted with the responsibility of managing other 
schemes/programs for which the budget demand is differently prepared by her/his office. 
The collective demands are sent by the DHO to the section of Jt. Director, Budget Accounts 
and Audit functioning at the Directorate level, while budget grants/funds are routed 
through the Dy. Director level.  Here again, one may note that when it comes to technical 
reporting, the DHO’s immediate senior is the Dy. Director at the regional level; however, the 

Medical Superintendent 

Rural 
Hospital 

Cottage 
Hospital 

Cottage 
Hospital 

Civil Surgeon, District 
Hospital 

Dy. Director, Health 
Services 

Jt. Director, Budget, 
Accounts & Audit 

Jt. Director, Budget, 
Accounts & Audit 

Prog. Officers/ 
Bureau in-charge 

Prog. Officers/ Bureau in-
charge 

Planning  Secretary, 
Planning Department 

 

Secretary, Public 
Health Department 

Secretary, Public 
Health Department 

Minister of Planning  Minister of Health & 
Family Welfare 

Minister of Health & 
Family Welfare 

PHCs 

Taluka Health 
Officer, Panchayat 
Samiti 

 

Block Development 
Officer, Panchayat 
Samiti 

 
District Health 
Officer, Zilla 
Parishad  

Chief Accounts and 
Finance Officer, 
Zilla Parishad  



34 
 

mechanism followed for routing budget is different. For administrative matters, the DHO 
functions under the control of the Chief Executive officer (CEO) of the ZP who is an IAS 
officer (bureaucrat). 

At the time of distribution to the PHCs, though actual fund/grant transfer occurs through 
CAFO and BDO as mentioned above, the grant to be allocated to each PHC is decided based 
on the devised allocation  by the DHO. 

District Hospitals    

As in the case of the frontline service providers at the taluka level, the district hospitals also 
send their budget demands to the Dy. Director at the regional level during budget 
formulation. Similarly, at the time of budget distribution, these facilities receive grants from 
the Deputy Director Health service, regional level. 

Regional Level 

Dy. Director Health Services 

The administrative role of the Dy. Director’s office is to collect budget demand/estimates of 
the Hospitals Line that is, RH, CH, SDH and DH. They vet the demand are as per the 
guidelines, consolidate the demands and send them to the Jt. Director, Budget Accounts and 
Audit at the Directorate level (DHS). Similarly, after receiving the budget grants from the 
Directorate level, this office distributes grants further down to the respective front-line units.  

The Dy. Director office also functions as the controlling and monitoring authority for the 
grants distributed by her/his office. It performs tasks such as monitoring and controls 
budget grants given to the hospitals; the office has powers to re-allocate or withdraw grants 
once allotted in case they are not being used by facilities  it also conducts the  internal audit 
of only district hospitals.  

Directorate Level 

Director of Health Services (DHS)   

The Director Health Services holds technical control over all the sub parts of DHS. All eight 
Dy. Directors from the regional levels report technical as well as administrative matters from 
their respective PHC Line and Hospitals Line to the DHS. In addition, Program Officers or 
Bureaus in-charge, such as those for blindness control or leprosy, report technical matters to 
this officer. The Director of Health Services is assisted by a team of Additional Directors28, 
Joint Directors and Dy. Directors29. Some of the Joint Directors are given responsibility as 
Program Officers or Bureau Chiefs for different health programs30 and support services 
(Annexure 2.1). The Bureau Chiefs function at the level of Jt. Director or Dy. Director placed 
under the Additional Director at the Directorate.  Each program officer or bureau chief is 

                                                           
28 At present there are two Additional Directors, one deals with Programs implemented with 
community participation, like family welfare and communicable diseases; while the other Additional 
Director deals with the programs implemented through health institution and training, like non-
communicable diseases, hospitals, PHCs, etc. 
29 In the hierarchy, the Jt. Director is higher than the Dy. Director. At present, there are about 16 Jt. 
Directors in all working under the two Additional Directors.     
30 Family Welfare, Leprosy and TB, WBDCP-including Malaria andFilaria, Hospitals, PHCs-district 
level, Non communicable diseases, nursing, procurement. 
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assigned with the specific program, some offices of bureau chief have a line office down to 
the regional level assisted by the Asst. Director, and most of them have district level offices 
for each program. For instance, the Jt. Director, Malaria guides all the 33 District Malaria 
Officers (DMO) placed in the districts of Maharashtra. As for budget, the Bureau Chiefs 
prepare their annual budget and send it to the Jt. Director, Budget and Administration or 
Planning Section, for the non-plan and plan budgets respectively. Similarly, when funds are 
approved, they receive the same from the Jt. Director, Budget, Accounts section and send 
further to the district facilities of their program. Also, the Bureau Chiefs are entrusted with 
monitoring and oversight of the expenditure and activities of their district level facilities.  

Of the wide structure at DHS, there are two very important wings/sections from the 
purpose of budget processes. These are the office of Jt. Director, Budget Accounts and 
Administration (BAA) and the planning cell of DHS, which respectively handle the non-plan 
and plan budgetary work. Budget proposals for various schemes come to them from 
different sources and the compilation of the entire state’s demands is done at their level. 
These compiled state level demands are sent further to the Secretariat level from this section.  
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Given that the focus of the study is mainly on budgetary processes at DHS, these two units 
become very important. More information on these units is provided in the Box below 2.2. 

Box. 2.2: Budget wing in Directorate of Health Services (DHS) 
Jt. Director, Budget, Accounts and 
Administration  

The wing of DHS responsible for 
budgeting and control is headed by a Jt. 
Director who functions under the DHS.  
The Joint Director is supported by an 
Asst. Director, Budget, Accounts and 
Audit. The Jt. Director and Asst. Director 
are both non-medical persons with a 
finance and accounts background, and are 
deputed from the Finance Department. 
This wing also functions closely with the 
Finance Department at the Secretariat 
level.  

The office of Asst. Director performs most 
of the budgetary functions. It was 
originally known as Controller’s Office of 
Accounts and Audit (CAA), however, 
following some recent changes, this 
section now deals with ‘budget and audit’ 
for health.  

At the time of budget distribution, the Jt. 
Director, BAA office sends funds to all the 
estimating offices for plan as well as non-
plan budget. Apart from budget 
consolidation and distribution, this 
section also has powers to reallocate or 
withdraw the allocated grants which 
cannot be done at the regional level; 
however, these powers are guided in the 
Maharashtra Budget Manual. Further, the 
section has also been entrusted with 
responsibility to conduct internal audit 
for all program officers, circle offices, civil 
hospitals and mental hospitals. 

 Planning Cell 

The Dy. Director heading the planning 
cell functions directly under the DHS. 
This cell mainly deals with the 
proposals of new plan schemes or for 
continuation/discontinuation of the 
old schemes.  For this purpose, the cell 
is closely linked with planning and 
public health department at the 
Secretariat level. The office basically 
consolidates budget demands or 
proposals from program officers and 
accordingly suggests or 
accommodates the new schemes for 
plan budget.  

Apart from these, the cell assesses the 
implementation of programs/schemes 
at various stages to see the impact and 
suggest changes such as 
partial/complete closure of any 
program; assesses the need of further 
assessment of schemes and health 
programs and monitors the plan 
budget expenditure incurred by 
program officers and guides them for 
the same.  It does not have any 
responsibility for audits. 
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Secretariat Level  

Public Health, Finance and Planning Departments 

During the budget formulation stage, the budget demands consolidated at the DHS level are 
sent to the budget wing of the Secretariat, Public Health and Family Welfare Department 
(PHD). The wing scrutinizes and consolidates the estimates received. These are sent further 
to the respective allied departments at the secretariat level. For the non-plan budget, 
discussion is held with the Finance Department, whereas the plan budget is discussed with 
the finance as well as the three departments dealing with the plan budget: Planning, Tribal 
and Social Justice.  Of the budget estimate finalised at this level, the plan budget is sent for 
approval to the ministerial level,, while the non-plan budget is finalised by the Finance 
Department.   

As part of distribution, the finance department allocates budget to the PHD, who in turn 
sends it to the Jt. Director, Budget Accounts and Audit for further distribution. The PHD has 
sole authority to reallocate funds.  

Ministerial Level   

After the meetings at the Secretariat level, each administrative department, including PHD, 
participates in the ministerial level meeting. Issues like additional budgetary provisions are 
discussed here. The Plan budget is put forth here for approval.  

The proposed allocations are then put forth in the Assembly/State legislature. Here, the 
demands are converted into budget, the budget act is passed, and the budget estimates are 
brought out in a publication called ‘white book’. This contains details of all the budget 
allocations for each department. The responsibility for distribution of funds as per the 
allocations mentioned in the white book lies with the Finance Department at the Secretariat 
level.   

Having gone through different levels of the hierarchy, the following chapters deal with all 
the budgetary processes. Thus chapters 3, 4 and 6 respectively deal with budget formulation, 
distribution and oversight/audit. Each of these chapters will provide a broad conceptual 
understanding of the topic and then present the research findings that emerged as a part of 
Mapping of the budgetary processes. 
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CHAPTER 3 
 
BUDGET FORMULATION 
 
This Chapter brings out some of the basic procedures followed in budget formulation, which 
enhance the conceptual understanding of some commonly stipulated practices for budget 
formulation in Maharashtra and also the findings relating to formulation of the budget from 
the budget tracking study.  

Budget Formulation Procedures 
The drafting of the budget comprises of three steps as shown in (Figure 3.1) 

• Budget Estimation envisages approximating the amount required to meet various 
expenditures. Frontline units prepare the budget estimates and submit them to their 
respective higher authorities for vetting and consolidation.  

• Budget Vetting and Consolidation is then carried out at the various level and 
administrative heads. Vetting includes checking the estimates and their basis. 
Consolidation includes compiling demands received from multiple sources into one.  

• Budget Finalisation The last link in formulation stage is finalisation, based on the 
collective demands and available resources in consultation with the Finance Department 
(FD). Following budget authorisation in the legislature, distribution begins.  

Figure 3.1: Steps in Budget Formulation  

 

Flow of Budget Estimates  
Figure 3.2 below, shows the flow of how budget formulation passes through several offices 
in the governance channel. To begin with, under the PHC line, all the PHCs of a district 
prepare budget estimates and send it to the DHO. Though there is THO at the taluka level, 
the post created to bridge a gap between rural PHC and district health office , there is no 
role for the THO in this formulation process . (This is discussed in the section on research 
findings.) Each DHO compiles the budgets of all PHCs of the respective district under 
her/his charge. Under the Hospitals line rural, cottage, sub-district and District Hospitals all 
send their budget estimates to the Dy. Director Health Services at the regional level. Here, 
the estimates are compiled from all the hospitals of the various districts falling under one 
region. 
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Figure  3.2: Flow Chart of Budget Formulation 

 

 

Thus all the 33 districts compile demands of the PHCs, and all the 8 Dy. Directors do the 
same for various hospitals under their jurisdiction.  After consolidating these budgets, the 
DHOs and Dy. Directors add the budget estimates of their own offices and send the 
collective estimates to the Joint (Jt.) Director, Budget, Accounts and Administration (BAA) at 
the directorate level. This section also receives demands from various program officers. The 
demands are compiled here for the entire state’s budget under the head, ‘2210- Public Health 
Department’ and is submitted to the Secretariat. Once again, this office adds its own budget 
to the consolidated demand.  

The combined budget for the entire state is sent to the ‘Public Health Department’ in the  
Secretariat/Mantralaya .The Administrative Departments at the Secretariat level too add 
their estimates. This Department works in close association with the Finance Department in 
approving the demands. The demands for the entire state are compared with the available 
resources with the government. Based on these, the final budget allocations are determined. 
These demands are put forth in the Legislature/Assembly where the final approval takes 
place.  

Figure 3.2 shows that the frontline units at the district, taluka and below taluka levels play a 
primary role in ’Estimation’ and the authorities to which these are submitted - the DHO at 
the district level and Dy. Director at  the regional level. The consolidation of the entire state’s 
demands takes place at the Jt. Director, BAA at the Directorate level. These two levels are 
thus mainly involved in ‘Vetting and Consolidating’. Finalisation of the Budget takes place 
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at the Secretariat and Ministerial levels. One can observe that the three steps brought out in 
Chart 3.1 follow a chronological as well as hierarchical order. As one moves along the 
governance chain from below the taluka to the ministerial level, the roles change from 
estimation to finalization, and the entire process in occurs about six months’ time.    

Of the three stages in formulation, some of the technical details relating to budget estimation 
are very crucial to understanding the entire formulation process, including the different 
types of estimates, annual timelines for preparation, and stipulated formats in which the 
estimates need to be prepared. These aspects are explained below.  

Annual and Revised Budget Estimates  
Budget estimation is essential as it forms the basis for vetting, consolidating and finalizing. 
Budget estimates for a particular year are based on the needs of the healthcare service 
providers and administrative offices. The process of preparing Annual Budget Estimates 
begins about six to eight months in advance of the following budget year.   

The annual budget estimates prepared well in advance may require some changes during 
the course of the year, and hence there is a provision for revising the estimates. As part of 
this exercise, the frontline units as well as administrative offices like THO, DHO, Dy. 
Director are provided with the opportunity to submit ‘revised estimates’. These may be 
based on the anticipated excess expenditures or savings during the year. Such revisions are 
also known as supplementary budget demands.   

Time Line for Estimates 
Every year, the estimates for following year are prepared by the PHCs, Rural, District or 
other Hospitals in the month of August; for example, estimates for fiscal year 2011-12 were 
prepared by frontline units in August, 2010. 

In the state of Maharashtra the three revisions based on anticipated excess expenditure or 
savings are done after the fourth, eighth and eleventh months of the ongoing financial year. 
The first revised estimates will thus include the expenditure of the first four months, that is, 
April to July and based on this, the demands for the remaining eight months of the year are 
made. This four-monthly revision is thus done in August every year. Similarly, the eight-
monthly budget is prepared in December based on the expenses of the period, April to 
November, while the eleven-monthly budget, which is the last revision, is done in March 
every year. It is thus a regular exercise of undertaking revision or review of the budget 
estimate during the course of the year.  These revised estimates are backed by the 
supplementary demands authorised during the state legislature session held at different 
points of time.  Supplementary budgets are presented in monsoon, winter and during the 
budget sessions (March-April) of the Assembly.    

Notably, the annual budget estimate for the next financial year and four-monthly revised 
estimates are prepared in August every year. The activities pertaining to budget estimates 
are spread over the whole financial year.  

Budget Estimating Formats 
The Maharashtra Budget Manual (MBM)31 has prescribed formats for preparing the Annual 
as well as Revised Budget Estimates. The Annual Budget format is known as 
‘Arthasankalpiya Andaj’ in Marathi (local language), and the revised estimate is referred to as 
                                                           
31 The Maharashtra Budget Manual provides all budgetary matters and instructions for regulating the 
budgetary and accounting procedure. Section 30 provides the details.  
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‘Sudharit Andaaj’. These formats are common for all the schemes of each department in the 
state, including health.  

• Annual Estimates 

The budget demand sheet for annual estimates is a 23 page booklet.  On the first page, the 
instructions to fill the document are provided for the estimating officers and respective 
controlling officer to whom the estimate will be submitted. This includes title and code of 
the scheme, names of estimating as well as controlling officers and date of submission. In the 
next 12 pages of the booklet, a clear distinguished list of line items such as salaries, 
contingencies, wages, office expenses, electric and water bills and so on are listed one below 
the other. This is the most important part of the entire document and has been explained in 
Table 3.1.  

As Table 3.1 shows, for each line item, the estimating officer has to fill various details. These 
include actual expenditure for the preceding three years (Columns 2, 3 and 4), annual as 
well as revised estimates of the current year (Columns 5 and 6), and finally, Budget 
Estimates for the following year (Column 7). The estimating officer is also required to 
provide a reason for increase/decrease in demand compared to the actual expenditure of the 
preceding year and estimates of the current year (Column 11). As in the example for 
travelling expenses mentioned in the table, there has been a consistent increase during the 
preceding three years, as well as the annual and revised estimates for the current year. The 
reason for increase in demand for the following year is provided as increase in rate (of Petrol 
and Lubricants). Likewise, in the case of salary, the reason may include increase/decrease in 
number of staff, change in pay scale and so on. Thus, it is expected that the estimates be 
prepared with great care and they should neither be underestimated nor inflated.   

Although the budget estimates include 29 line items, not all of them are applicable to each 
estimating office/facility. Demands are made only for those line items applicable to the 
respective office. All the line item wise estimates in the document make for the total 
estimation of the sub-head. Demands for salaries in particular are to be made in a very 
detailed manner, including grade of employees, separate demands for temporary and 
permanent employees, and further basic pay, dearness allowance, house rent allowance and 
son on. 

Apart from the details filled by the estimating officer, the budget booklet has a separate 
column for the controlling officer. The controlling officer, who is the immediate senior 
officer of the estimating facility’s line office, has to check the demands made by the latter. 
This officer then puts the demand figure that she/he feels appropriate (Column 8). As 
mentioned before, this booklet is spread over about 12 of the 22 pages. The remaining pages 
are include an annexure with detailed description of the demands. The estimating officer 
prepares this sheet for each program or subhead that operates at the facility. The subsequent 
section in the box items the number of subheads (schemes) that are operated.   

• Revised Estimates 

The revised budget format is relatively simpler than the format of the annual budget. This is 
a smaller document with the first page mentioning details of the budget scheme/subhead.  
Table 3.2 provides an illustration of the four-monthly revised estimates.   

For each line item, the estimating officer needs to put the Actual Expenditure of the 
preceding year in Column 3). Following this, based on the Grant allotted for the current year 
(Column 4), and actual expenditure incurred up to the current month (Column 5), the 
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estimated expenditure for the remaining part of the year is to be mentioned (column 6).  The 
total revised estimate adding the grants already received for four months and estimated for 
the remaining eight months (summation of Columns 4 and 6) is to be calculated (column 7).  

The next step is to calculate whether this revised estimate is higher or lower than the original 
estimate (Column 8). A justification for the increase/decrease needs to be provided (Column 
9). If there are any pending bills from the first four months covered in the revision, these are 
to be attached along with revised estimates as an annexure.  

The basic format for all three types of revised estimates is the same. In the case of eight-
monthly or eleven-monthly revised estimates, Columns 5 and 6 vary in terms of date.  

One may notice that the (illustrative) revised estimate in the proforma (Table 3.2, Column 6) 
is the four-monthly revised estimates explained above. Thus, every year, the estimating 
officers have to first prepare the four-monthly revised estimates, based on which the annual 
estimates for the following year are prepared.  These are submitted together, for instance, in 
August 2012 the annual budget estimates for 2013-14 and the four-monthly revised estimates 
for 2012-13 are sent together. 

Having explained the basic concept and sub-parts of budget formulation process as well as 
the formats and timelines followed in reality, we move forward to the findings that emerged 
as a part of tracking exercise. 
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Table 3.1: Illustration for Annual Budget Booklet: Estimates for FY 2011-12  

Line items- 
code and 

title 

Actual Expenditure Budget 
Estimate 

Revised 
Estimate Budget Estimate, 2011-12 Reason 

demanding for 
more or less 

compared with 
last year actual 
exp to this year 

estimate 

2007
-08 2008-09 2009-10 2010-11 2010-11 

By 
Estima

ting 
Officer 

By 
Control

ling 
Officer 

By 
Admi
nistra
tive 

Dept. 

Fina
nce 
Dep

t. 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 

01- Wages           

03– 
Travelling 
Expenses 

1100 1450 1600 2000 2200 2500    Increase in rate 

05– Petrol 
Oil and 
Lubricants 

787 600 797.5 2000 2100 2400    Increase in fuel 
rate 

 

Table 3.2: Illustration for Four-monthly Revised Estimate 

Sr. 
No. Line Item 

Actual 
Expenditure 
2010-11 

Grant 
Received  
2011-12 

Actual 
Expenditure 
upto 4 
months  
(31/7/11) 

Estimated 
Expenditure 
for 
remaining 8 
months 

Total 
Revised 
Estimate 
of 2011-
12  
(4+5) 

Increase 
(+) 
Decrease 
(-) 

Reason 

(1) (2) (3) (4) (5) (6) (7) (8) (9) 

1 Salary       
 2 Wages       
 

3 Travelling 
Allowance         

 4 POL         

5 Office 
Expenditure   

       
Source: The formats have been replicated from the specimen copies of ‘Arthasankalpiya Andaj’ and ‘Sudharit Andaj’. 

Research Findings on Budget Formulation 
Figure 3.2 shows the expected movement of budget estimates; the practices followed in 
reality are often very different, as revealed by this study. Even when the actual practices do 
not differ from those stipulated, they provide significant insights into larger issues relating 
to the budget.  

More specific findings are presented below; for convenience they are presented separately 
for two different lines of healthcare provisioning, the PHC Line and the Hospital Line. 
Budgets of both these lines converge at the Directorate level, with the Jt. Director, Budget 
Accounts and Audit.  
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PHC LINE 
Findings are first presented for the PHCs below the taluka level, which are the frontline 
service providing units headed by MO, and then for the THO and the DHO, which are at the 
head of the Public Health Departments at the taluka and district levels, respectively.  

PHC Level 
PHCs being frontline units have to estimate the budget for their own facility. The budget 
heads applicable at the PHC level are mentioned in Box 3.1 below. The estimating officer for 
the PHC is usually the head of the institution and, in case of PHCs; it is the Medical officer 
(MO). In most cases, the clerks from PHCs prepare the budget under the guidance of MO. 
As for requirements for medicines and materials, the PHCs place a demand/requisition in 
the indent to the DHO; thus medicines and materials are received.  

At the PHC level, the first step involved in the entire process of preparing budget estimates 
is that of receiving instructions from its line department head about preparing budget 
estimates. Though receiving instructions may seem a very simple stage in the entire process, 
it plays a very crucial role. Having received instructions, the next stage for PHCs is to 
prepare estimates. Finally, PHCs have to submit the estimates to the respective higher 
authority. Detailed findings of both the Districts involved in this study are presented below 
one after the other. 

Eight PHCs in two districts were interviewed about the procedures followed and a 
significant variation in budget estimation practiced within the PHC line was observed. 
Broadly distinguishing the findings, PHCs from District “A” prepared annual as well as 
revised budget estimates, whereas those in District “B” did not prepare either. Given the 
stark differences, we have provided the findings of the two districts separately; however, for 
all the remaining levels, we have provided a combined set of findings for both districts. 
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Box 3.1: Budget Head at PHCs 

 There are numerous budget sub heads (schemes) under the health major head (revenue account 
2210 and 2211 and capital account 4210 and 4211). From subhead description, it is difficult to 
identify the scheme that operates for primary health care delivery. The subhead descriptions in 
the budget document at the state level are different from those in the ZP budget documents, and 
thus make it difficult to relate the local (district) budget with the state budget. For ‘6- medical’ is 
mentioned in the ZP budget documents, whereas ‘mofussil hospitals and other medical services’ 
are referred to in the state health budget document. There are three state administrative 
departments from which grants flow down to the PHCs, that is, Public Health and Family 
Welfare Department, Medical Education Department and in some cases, from the Tribal 
Development Department.  The subheads reflected in their respective budget documents thus 
add to the complexity.              

           Scheme Subhead Code in figures - Subhead Name/Description  

• 2210 5041 -  8- Public Health Primary Health Centre (PHC)  
• 2210 4605  - Medical mofussil, also known as 6-medical  
• 2210 4606 - 7-Ayurvedic   
• 2210 4992 - Establishment of Primary Health Units  (local sector) 
• 2210 5012 - Mobile Health Services by launch (local sector)  
• 2211 0149 - Abhikaran - Rural Family Welfare Centre and Health Centres  
• 2211 0621 - Expanded Program of Immunization (local sector) 
 

2210 4605  known as ‘ medical mofussil’, and known as 6-medical in the local Zilla Parishad 
budget documents  is reflected in the state budget  Public Health Department as ‘mofussil 
hospitals and other medical services ( local sector)’.      

2210 460 6 known as ‘7-Ayurvedic’ in the  budget estimate  of the PHC and in the local 
budget documents of the ZP, is reflected in the budget documents of the Medical Education 
and Drugs Department under the head   ‘Grants to Ayurvedic and Unani Institutions‘.   

2210 499 2 is under the head ‘Establishment of Primary Health Units (local sectors)’ for 
those PHCs which have the Primary Health Units attachments to their PHCs (saproyojan).   

2210 501 2 is known as ‘Mobile Health Services by launch (local sector)’ for special areas 
(difficult to assess, for example in Amravati District, the services are provided in the 
Melghate hilly areas).  

2211 014 9 budget code for the ‘ Rural Family Welfare Centre and Health Centres’ is 
basically for the sub centre attached to the PHCs .  

        2211 062 1 is the budget code for the ‘Expanded Program of immunization-local sector’. 
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District A- Budget Estimates are Prepared 
Of the two talukas in District A, both PHCs from one taluka clearly mentioned that budget 
estimates are prepared by them; on the other hand, the two PHCs of the other taluka were 
somewhat unclear on whether budget estimates are regularly prepared. The overall 
responses in the case of the latter were ambiguous and lacked uniformity in the answers 
provided by different respondents. Also, the MOs at these PHCs were not well informed 
about budgetary work.  

• Receiving Instructions for Budget Preparation 
 
It was observed that the instructions to submit the budget estimates were sent to PHCs by 
the DHO. The instruction mentions that all PHCs are required to prepare and submit budget 
estimates of their facilities within a stipulated time line. The letter is addressed by the DHO 
to the MO or at times sent to the THO and a marked copy (CC) to the MO. It includes other 
details such as timeline, format, the instructions as received by DHO from her/his 
administrative head, and so on.  
 
Though the main method of conveying instructions is by sending a letter (hard copy), 
different mechanisms were reportedly used for transmitting the same information. In one 
instance, the instruction was received through email in which a scanned copy of the actual 
letter was sent as an attachment. Another source of instruction for preparing the budget was 
through the monthly meeting held at district headquarters, attended by the MO or clerk 
from the PHC. In some cases, it was observed that the letter is first sent to the THO through 
internal post (Daak) and further the PHC staff collects it from the THO office. In another 
instance, a PHC respondent mentioned that if the staff from the facility happened to visit the 
DHO office, they collect the letter directly. The PHCs are spread across the district and it 
seems that the appropriate mode of communication is chosen based on distance from the 
district as well as taluka headquarters or occasional meetings, etc.   
 
• Preparing Estimates: Different Formats  
 
When PHCs’ budget estimates were reviewed32 at the time of interview in District A; it was 
observed that budget estimates prepared by some of the PHCs were in a very different 
format. They showed no resemblance to the stipulated format.  
 
Annual Estimates 
On deeper enquiry, it was realised that the estimates submitted by some of the PHCs were 
different from the proforma because these PHCs only prepared the Annexure to be 
submitted with the estimates claiming the same to be their ‘Annual Estimates’. A table 
referred to as ‘Annexure A’ (see Table 3.3) is prepared at the time of submitting annual 
budget estimates. One may recollect that this is a later part of the main budget estimation 
booklet explained earlier.  

In cases where only the annexure is submitted, it serves the purpose of ‘estimate’. This has a 
very important implication. If PHCs take into consideration only details of salary while 
preparing estimates, it means that the non-salary demands are completely neglected.  

                                                           
32Along with interviewing respondents, many documents relating to budgetary processes were 
reviewed at each stage. These secondary documents have provided deeper insights into the practical 
functioning of departments.   
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While some PHCs mentioned that they used the details of the annexure to arrive at the final 
budget estimates, they were unable to produce any of their previously submitted copy of 
estimates. (All PHCs are required to keep a record of their budget documents.) Besides, not 
all the PHCs that were interviewed shared their copy of estimates, making it difficult to say 
how many of them prepared it and in which format. It was thus difficult to infer whether 
these PHCs actually prepare their estimates in a budget booklet. However, preparing of the 
annexure table was something which was uniformly observed in the case of all PHCs. 

Table 3.3: Annexure ‘A’ of the Budget Estimating Document  
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nce   
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g 
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ce 

Other 
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4th 
installme
nt 
Arrears 
of 6th pay 
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Revised Estimates 
Like the case with annual estimates, it was found that PHCs followed a different format 
even while submitting the demands for revised estimates. At the time of the four, eight or 
eleven monthly budget estimates, the frontline units provide information relating to the 
pending payment rather than revised estimates (See Table 3.4). This is called as demand for 
pending grants (pralambit dayak che mahiti prapatra in marathi). Here again, one may recollect 
from our section on proforma that the pending bills are to be submitted along with the 
revised estimates. Though, it was observed that most of the PHCs have pending bills and it 
is useful for them that these can be recovered through placing demands in the revised 
budget, the very concept of ‘revised estimate’ has been completely missed in this process. 

Table 3.4: Demand for Pending Payment  

Sr. no Budget head 
code Line Items Pending bill amount Remark 

   Year Amount  

      
      
      

 

• Submission of Estimates 
 
Once PHCs in District A prepare annual or revised estimates, in whichever format followed 
by them, the estimates are submitted in person to the DHO’s office. In one case, it was 
observed that the PHC generally sent the budget estimates to the DHO in about ten days 
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after receiving the instruction. To make receiving convenient at the DHO level, all the PHCs 
of one taluka are allotted the same due date. However, as reported by the PHCs, this kind of 
timeline is not maintained strictly and some delays do occur. 
 
As explained by the respondents from the PHC level, some amount of checking is done on 
submission. In case of any error, the DHO office also guides the PHC staff and asks them to 
prepare fresh estimates. Some PHCs send a copy of their estimates to the THO, while some 
do not. 

Overall, while PHCs in District A prepare budgets, some of the basic mandated processes 
are not followed. However, if the unregulated manner of budget preparation in District A 
seems a matter of concern, the PHCs in the sample of District B showed no system of budget 
estimation whatsoever.  

We now move forward to the detailed findings from District B.  

District B- Budget Estimates not Prepared 
In District B, all four PHCs in the two talukas reported that they do not prepare either 
annual or revised budget estimates. Three of the four PHCs said that they do not have any 
role in preparing budgets, and some even said that they have ‘never’ been involved in any 
sort of budget estimation. In contrast, the Extension Officer Health (EOH) interviewed in 
one of the two Talukas of this District mentioned that PHCs do prepare four, eight and 
eleven monthly revised estimates. As understood from an interview with a senior and 
experienced person, the budget used to be prepared by the PHCs, but in the last four to five 
years, this has been stopped. One practice followed by PHCs in this district, which may be 
seen as a substitute for placing a budget demand, is that of preparing monthly salary 
demands. Also, a respondent from one PHC mentioned that earlier they used to send letters 
demanding funds to the DHO, but this procedure was stopped. As the PHC respondent put 
it, “The DHO never took it (budget demands) seriously, so we stopped sending it”. 

• Then who prepares the Budget Estimates for PHCs? 
 
When respondents from PHCs of this district were asked as to who prepares the budget for 
their facilities, those from two of the four facilities said that their budgets were prepared by 
the DHO. Respondents from the other two facilities reported that some exchange of 
information takes place between the BDO and the DHO, based on which the budget is 
prepared. Giving an example, one respondent said,  
“At the Panchayat Samiti, the staff has a format called NAMUNA and they usually ask us details like 
how many employees were there till August, November and March and so on; accordingly they fill in 
the numbers.”  
The respondent in this case is referring to the stipulated budget estimate sheet for revised 
estimates.  At the BDO level, there was a clear denial of having any role in the budget 
formulation of PHCs.  
 
When another PHC was asked for its facility’s information on budget heads 2210 and 2211, 
the respondent said that this was available with the CAFO office at the ZP. This information, 
according to the respondent, was published in ‘some’ document at the ZP level, which 
included taluka level information. Unaware of the name of the publication, the respondent 
further said that this document should also be available at the BDO office. The respondent 
also referred to Register no. 12 and no. 14 maintained at the BDO office, which include PHC 
level information for receipt and expenditure, respectively. 
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This shows that on the one hand PHCs in this district do not prepare budget estimates, 
while on the other; they assume that the budget is prepared at the BDO or the DHO level 
since they possess information regarding PHCs. In yet another instance, one PHC, which did 
not prepare budget estimates, mentioned that if they required any additional funds, they put 
the demand in the revised budget. In this case, the demand is put informally by informing 
the DHO. This shows that preparation of the estimate/demand is not very structured and 
systematic in practice and is not directed by defined guidelines. 
 
• Monthly Salary Demands: A Substitute for Budget Preparation? 
 
It was observed that the PHCs in District B prepare what is known as ‘Monthly Salary 
Demands’ after a particular month ends; that is, once the following month begins, the salary 
for the previous month is demanded; for instance, the demand for salary in June is put in the 
beginning of July. This is referred as ‘June (salary) paid in July’.  The monthly demands are 
accompanied with the details for each staff, including their salary, basic pay, deductions and 
so on.  
 
Here again, the procedure followed for sending the monthly salary bills differed between 
both talukas of the district. In the case of one taluka, all the PHCs of the taluka came 
together in the THO office to prepare a collective demand for salary. Further, a single letter 
containing all PHCs’ demands was sent from the THO to the DHO. One respondent 
mentioned that sometimes the demand is orally communicated to the THO who includes it 
in the letter.  In the case of the other taluka, it was mentioned that the pay bill is submitted to 
the BDO of the Panchayat Samiti, who collects these bills for all PHCs in the Taluka and 
informs the DHO of the aggregated amount.  
 
The pay bill is actually a document used as a part of the budget distribution process wherein 
at the end of the month, the PHC receives funds for the expenses it has incurred. In the 
absence of any mechanism for budget formulation, pay bill seems to be serving the dual 
purpose of budget formulation and distribution in the case of District B.  

Not only do PHCs in District B show a lack of any system of budget preparation, they have 
different presumptions with respect to who prepares the budget for them. There are severe 
gaps in their understanding of budget preparation as a process. Both Districts A and B 
reveal a significant variation in budget estimation as understood in theoretical 
terms/approach of bottom to up formulation or as assumed at the state level administrative 
departments compared to that actually practised at the PHC level. 

THO Level 
As the head of the Public Health Department at the taluka level, the THO position is 
provided with the powers to supervise program implementation and management of the 
PHCs under the jurisdiction of the taluka/block. The THO post was created to bridge a  gap 
between a rural PHC and the district health office.  Panchayat Samiti’s Extension Officer 
Health (EOH) provides support for the administrative responsibilities carried out by the 
THO. Some of the staff at the THO office receive salaries from the state budget and are 
booked under 2210 or 2211, while some staff receive it from NRHM. For the employees 
falling under state sector budget at the THO office, annual as well as revised budget 
estimates are prepared. Box 3.2 lists out the budget heads applicable for this purpose. 
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Box 3.2:  Sub-heads  reported to be operating at THO level Under the heads of 2210 and 
2211 

• 2210 5041 -  8- Public Health Primary Health Centre (PHC)  
• 2210 0389-  Districh Health Organisation( vkjksX; la?kVuk 22100389)for EOH salary  
• 2211 062 1 budget code for the ‘ Expanded program of immunisation-local sector’ 

 
22100389 -District health organisation budget is also known as the “Establishment 
Grants-in-aid” given to the ZP under section 183 of the Maharashtra Zilla Parishad and 
Panchayat Samiti Act, 1961. This includes salary, TA/DA and contingency of regular 
staff of the Zilla Parishad working in the THO office. They are Health Assistant, junior 
clerk and peon. 

Whether the THO has any role in PHC budget formulation is perceived differently across 
the PHC line. The THO office also has some responsibilities relating to communication 
between the DHO and the PHC, as well as record keeping of PHC level information. These 
roles have an indirect bearing on the THO’s role in compiling the estimate of the PHCs. It 
was observed that these roles were being carried out differently in different talukas.  
 
• Different Perceptions over THO’s role in PHC Budgets 
 
Some PHCs send a copy of their budget estimates to the THO, but others do not, saying 
“THO doesn’t have any relation with that”. At the DHO level, procuring budget estimates from 
a taluka’s PHCs is seen as the THO’s responsibility. In one instance, in which some PHCs 
had not submitted their budget estimates, the DHO had written a letter to the THO saying 
that if the PHCs in their jurisdiction receive lesser grants, the THO office will be responsible.  
 
Contrary to the perceptions at the DHO level, all the interviewed THOs in both the districts 
denied having any responsibility for collecting/compiling PHCs’ annual or revised budgets. 
A respondent from the THO office said, “There hasn’t been any communication/order stating that 
the THO office should consolidate the budgets of all PHCs and send it further (to DHO)”. 
According to the THOs, while they have a significant role to play under NRHM, they do not 
have any relation with the state budget.  One of them mentioned, “Except the fact that some of 
the employees in the THO office receive their salaries under 2210 and 2211, we do not have much 
relation with the state budget”.  
 
As observed from the Government Resolution33, the Taluka Medical officer, is responsible 
for coordinating the official communication channel with the DHO and the PHC. This 
communication may involve implementation of various programs and informing its status 
to the BDO, DHO, etc. In his/her office, administrative responsibilities have to be carried 
out with the Panchayat Samiti Extension Officer Health (EOH34). The TMO office is also 
responsible for communicating the status of implementation of various programs to the 
BDO and the DHO. Though it is not specifically mentioned that the THO office should 
collect the budget estimates for all PHCs of a taluka, the fact that the THO is expected to 
serve as an official communication channel has been interpreted as ceasing the  role of THOs 
to the budget as well. 
 

                                                           
33 Public Health Dept/Maharashtra/2006/128 
34EOH serves as a link between the Panchayat  Samiti office and the THO 
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As observed in several cases, budget related communication to the PHC was directed 
through THO, which generally follows the hierarchical structure, at the time of formulation 
as well as distribution. Though the THO office functions as a communication or information 
agent in some cases, the practices are not commonly followed across talukas. In one taluka 
of District A, the PHCs mentioned that for all the important information pertaining to 
budget, the DHO sends a letter to the THO, who sends it further to the PHCs; no such 
practice was mentioned in the other talukas of the same district. Similarly in District B, the 
THO office in one taluka compiles the monthly salary demand for all PHCs and sends it to 
the DHO, while the other taluka does not report such a practice.  
 
Except for some key health indicators and health service data, even information/data on 
staffing position-vacant and filled posts in the PHCs was not available. The centralised 
information/data pertaining to the PHC wise annual budget and revised estimates were not 
available at the THO office in any of the four talukas.  

It can be seen that there are different roles of THOs observed not only among the two 
districts, but also among two talukas of the same district. There is considerable confusion 
about the exact role of the THO. The findings at the DHO level, discussed in the following 
section, show how important it is to address this issue.  

One of the respondents at the THO level showed keen interest in the entire issue of 
collecting PHC budget estimates and provided some useful recommendations on how this 
can be achieved. He was of the opinion that all the estimates from a taluka’s PHCs should be 
passed centrally through the THO office, and that one senior clerk and one junior clerk 
should be allotted to the THO office in order to carry out this work. The PHCs have newly 
appointed account managers under NRHM, and the earlier regular (ZP appointed) clerks do 
not have much role in NRHM finance. He suggested that instead of keeping different clerks 
at all the PHCs, additional assistants like Extension officer or senior clerk could be recruited 
to the THO office. The new officials could review if salaries were being processed and if 
leave records maintained. This way, the respondent maintained, ‘Managing a taluka is not 
difficult’. The respondent also mentioned that there was no time to monitor these things, 
because the work load of NRHM was very high. 

The BDO made a suggestion for improving the administrative responsibilities of TMOs. 
Without any specific modifications in the actual GR, only priorities be given at the TMO 
level to re-orient his/her responsibilities for playing an active role in budget  estimating and 
planning .  

Though THOs are considered an official communication channel with the DHO and the 
PHC, the ambiguity surrounding the role related to the budget has resulted in the lack of 
budget estimate related data/information at the PHC, Taluka and DHO levels. In such a 
situation, budget estimation /preparation has not been done by considering the demand 
factor.  

DHO Level 
The DHO is head of the health department at the ZP level.  As part of budget formulation, 
this office receives instructions from the Jt. Director, BAA at the Directorate level. The DHO 
further informs the PHCs and/or THO office regarding budget preparation as described 
above. Once budgets are prepared by PHCs and submitted to the DHO office, the role of the 
latter is to vet and consolidate. The combined district level demand is then submitted by the 
DHO to the Jt. Director, BAA. Apart from this, some schemes are implemented by the DHO, 
such as Student’s Medical check-up in Ashram School, etc (detailed listing  in Box 3.3).  



52 
 

These demands as well as those of the DHO office are added to prepare the consolidated 
demands of the district. Finally, the consolidated demands have to be submitted to the Jt. 
Director, BAA. In practice, however, most of the PHCs do not prepare budgets, and the 
DHO office has to take up the additional task of estimation for these facilities.  

• Receiving Instructions and sending them to PHCs  
 
The instructions received by the DHO office from the Jt. Director, BAA include guidelines, 
format, for estimation, timeline for submission and special instructions. Following receipt of 
instructions, the DHO sends instructions to all the PHCs in the district. These details have 
already been explained in the section on ‘PHC Level’ (refer to section ‘Receiving Instructions 
for Budget Preparation’).  
 
• Receiving Budget Estimates (or Not) 
 
As shared by the respondents at the DHO level, the budget estimates are not prepared by all 
the PHCs. Explaining the extent of this problem, a respondent of DHO office from District A 
mentioned that only some 20 percent to 25 percent of the PHCs in the district send their 
estimates. One of the officers at the DHO level who maintains a record, of which PHC has 
sent demands, shared that many PHCs from the district do not send any information or 
demands. Even the monthly demands for salary as mentioned in District B are not sent to 
the DHO office by all PHCs. Thus, in both the districts, the DHO office prepares the annual 
and revised estimates of PHCs. 

Some Illustrations 

Expressing anguish about the conduct of the PHCs, a respondent at the DHO level guided 
the study team to some correspondence from the DHO office. There were several letters 
from the DHO to the taluka level as well as to PHC level officers regarding the issue of not 
receiving budgets. These were tracked for one particular year to understand the cycle better. 
To begin with, the DHO had issued a letter of instruction to all MOs and THOs of the district 
for preparing annual estimates and four monthly revised estimates. In the case of one taluka, 
estimates were not received from any of the PHCs. In a letter to the BDO of this taluka, the 
DHO mentioned that since no estimates were received from either MOs or the THO in the 
taluka, the demands had been prepared and submitted by their DHO. The letter then 
specified that if the grants received were lesser than the requirement, the responsibility 
would be that of the BDO. In the two months that followed, there was another letter from 
the DHO to the BDOs of all the talukas. This letter brought out that excess grants had been 
spent by some PHCs who had not prepared demands at the time of budget formulation. The 
letter included a table containing taluka wise names of PHCs to whom this was applicable.  

For the same year, the instructions for preparing the eight monthly revised estimates were 
sent to the MOs and THOs. As usual, the estimates were not received from all PHCs. The 
DHO sent a letter to all the THOs this time saying that approximate estimates had been sent 
by the DHO to the higher authority; and if actual expenditure were greater than the grant 
allotment, the responsibility would be that of the THO. This letter also provided a Taluka 
wise list of PHCs who had not sent estimates and further ordered that the MO or Clerk from 
these PHCs must visit the DHO office to provide an explanation for not sending estimates. 
The letters have proved to be very useful in understanding how difficult it is for the DHO 
office to get the budget estimates from PHCs and also how this has become a habitual 
approach. 
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As an example of how budgets are developed, one respondent mentioned that the DHO 
office had to submit its revised estimates to the Jt. Director, BAA in Pune by February 24, at 
the latest. At the time of discussion, by February 17, only one-fourth of the PHCs had sent 
their requirements. The respondent had thus prepared estimates for the rest of the PHCs.  

• Estimating Budget for PHCs  
 
The budget estimates are prepared for each scheme (sub head) in the prescribed format as 
mentioned in the budget manual35.  The budget estimate is a time bound activity wherein 
the DHOs have to estimate demands for their districts for each subhead account, and submit 
to the higher authority following the timeline meticulously.  
 
The budget estimates of PHCs prepared by the DHO office include salary and non salary 
components, which are recurring in nature. While preparing the estimates of salary 
component line items in the budget, the DHO office takes into account the salary scale, 
grade and cadre of the employees of the PHC. Also, a certain percentage rise is based on the 
increase in pay scale revision in the DA (Dearness Allowance) and TA (Travel allowance) 
over the preceding year’s budget, on an approximate basis. To quote a respondent, “To give 
you an example, our overall budget is say, Rs. 17 crores, so for the next year we raise it by  
say some 20 percent as DA, TA etc. will increase”.  
 
For non salary line item components such as Petrol, Oil and Lubricants (POL), office 
electricity and phone bills, estimates are prepared based on the previous year’s expenses. 
The secondary documents reviewed reveal that the budget for some non salary items is 
prepared such that a particular amount is arrived at based on previous expenses, and this is 
multiplied by the number of PHCs; for example, POL for one PHC is Rs. 25,000 and if the 
district has 50 PHCs, then the total budget accounted is a simple multiplication of the two.  
Another example for the line items, ‘Material and Supply’  36for estimating the medicines 
and other clinic related materials required  at the PHC was done by applying the same rate 
to all facilities, that is,  Rs.60,000 per PHC  and Rs. 6000 per sub centre per year .    
 
• Preparing Budget Estimates 
 
Several budget heads are applicable at the DHO level, and PHC budgets are one part of it. 
Apart from preparing PHC budgets as explained above, the DHO office prepares other non-
plan local sector budgets as well as plan budget estimates. The DHO has to prepare a budget 
for its own administrative office as well.  
 
The DHOformulates the budget estimate under four broad categories:  ‘Purposive Grant’ , 
‘Establishment Grants’, ‘Plan Grants’ and ‘Block Grants’, under Sections  182, 183 and 187  of 
the Maharashtra Zilla Parishad and Panchayat Samiti Act, 1961, respectively. These budgets 
are meant for carrying out the activities of   Primary Health Centres, Primary health units, 
Mobile health units, Allopathic dispensaries, and Mobile launch units in Panshet/Mulshi 
dam areas. The Budget heads are listed in Box 3.3 below. 
 

                                                           
35  Under the Para/Section 137 ofMaharashtra Zilla Parishads and Panchayat Samitis Act, 1961; 
Maharashtra Zilla Parishads and Panchayat Samitis (budget estimates) rules 1966 and (GR, Finance 
Department GOM, sr. no. 1076/555/76/BUD-3, dated 11 November 1973) 
36Under the sub head ‘primary Health center ‘or ‘8- PHC local sector’. 
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Box 3. 3: The Budget Subheads at the DHO Level  

The comprehensive listing of the budget heads mentioned below has been compiled 
from different sources such as the hard copy collected at the time of field work from 
the PHCs, THO office and DHO office. The ZP budget estimate and annual account 
documents have been referred to for this purpose. It is possible that some budget 
heads applicable in practice may have been missed out in the list below, since no 
comprehensive list of all heads was available at any one place.   

Under the plan budget schemes, Establishment/Maintenance/Construction of 
Health Institute and   Strengthening of Primary Health Centers are a large part of the 
civil work. The expenditure of these said programs is partially taken care of by the 
Planning Department and Health Department and thus the estimates are prepared by 
the DHO and submitted to two different authorities (more details in Chapter 5).Thus, 
it is reported in two different documents.       

 
The district DHO office consolidates the budget estimates of the following 
major head accounts pertaining only to PHCs wherein the DHO distributes 
grant to the PHCs.  
 
- 2210-4965: Mofussil hospitals (6&oS|fd; eqiQly), 
- 2210-4606  ayurvedic dispensaries (7&vk;qosZZn), 
- 2210-389: District Health Committee (2&lk-iz-6&LokLF;  vkjksX; la?kVuk), 
- 2210-5041 PHC (8&lkoZ-vkjksX;; ;kstusRrj) , 
- 2210-0531 upgradation of PHC (izk-vk-dsanntkZok< ), 
- 2210-4992 Primary health mobile units (izk-vk-iFAds). 

 
Apart from above budget heads there are other budget heads at the DHO ZP 
level which are usually prepared in the form of revised estimates (four, eight, 
and eleven monthly) at the DHO level. This includes 

2210-4983 Ex-District Local Board Scheme -Local Sector (HAqriqoZLFAk-eaMGkP;k ;kstuk), 
2210-5021 Student’s Medical check-up in Ashram School (vkJke 'kkGkrhy fo|k-

rikl.kh).Under Plan budget schemes2210-4876 
Establishment/Maint/Construction of Health Institute (vkjksX; laLFAkcka/Adkes), 2210-
4885 Strengthening of Primary Health Centres (izk-vk-dsanzcGdVhdj.k), 2210- 4831 
Training of Dais (nk;hcSBdh), 2210-2935 Providing Special Health Facilities in 
Sensitive Tribal Areas (Including Mobile Health clinic) (laosnuf'hyvkfnoklhHAkxkvkjksX; 

lsokiqjo.ks), 2210-4849 Appointments of Volunteers as Pada Workers (ikMkLo;lsod), 
2210-4858  Medicinal Grants to High risk Mothers and Children of Grade III and 
IV (ekrkoxzsM 3&4P;k eqykaukvkS"A/Aksipkj), 

For Construction and Maintenance purposes are 2210-9851 Construction of 
Sub-Centres(midsancka/Adkes),2210-4742 Repairs and Maintenance of Primary 
HealthCentres/Subcentres (izk-vk-dsanz$midsan ns[AHAkynqjQLrh), 2210-4769 Strengthening 
of Primary Health Cetres (izk-vk-dsanzcGdVhdj.k), 2210-4751 Construction of Primary 
Health Centres(izk-vkdssanzcka/Adke) 

The DHO office  also  consolidates the budget estimates for  Agency Schemes 
which fall under budget head 2211 (vfHAdj.k ;kstukvraxZr) and are related to the 
Family  Welfare ( FW)  Program which includes  
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- 2211-0051  Plan budget  for District FW Bureau (ftYgkdqVqacdY;k.kdsanz),100 %  Central 
funded 

- 2211-0541  Reproductive and Child Health Program(tkxkrhdcWdlgk:;d izdYi),100 
CS 

- 2211-0621  Expanded program of immunization -local 
sector(izfr{AerspkfoLrkjhrdk;Zdze),Non plan 

- 2211-0149  Rural Family welfare centres and Health sub-
centres(xzkeh.kdqVqacdY;k.kdsanzs),Plan budget 

-  2211-0612  Maintentence and petrol, oil,and lubricants of vehicles allotted to 
PHCs and Rural family welfare centre (ifjokgudq-d okguklkBhba/Au),State Plan 

- 2211-0597 Incentive for vasectomy operation(iqjQ"Aulcanh).State Plan 
- 2235 SavitribaiPhuleKanyaKalyanYojna(lkekthdlqj{Ak o dY;k.k-lkfo_AhckbZiQqys)State 

plan 
 

• Vetting  and Consolidation 
 
At the DHO office, the accounts section looks after budget proposals of the PHCs, 
coordinating, collecting and compiling the proposals for budget heads applicable to the 
PHCs.  When estimates are received by the DHO office, some amount of vetting is done by 
the accounts section. This includes checking the estimates and their basis. According to an 
example shared by a respondent from a PHC, the clerk at the PHC while preparing the 
budget estimate for vehicle allowance and washing allowance did so based on a rate of Rs. 
75/- for each. At the time of checking at the DHO level, the rates were increased to Rs. 100/- 
and Rs. 150/- respectively. According to the respondent, this was very useful because 
otherwise they would have received lesser grants. If there is any error in estimation, the 
PHCs are asked to re-estimate the budget and submit it again. However, the DHO’s role of 
vetting is reduced since very few PHCs actually prepare budget for themselves. In most 
cases, the DHO has to perform the task of estimation. 
  
• Submission of Estimates 
 
Once the  scheme wise budgets estimates are prepared by the DHO, they are  submitted to 
the various agencies directly; for example, the budget for the schemes related to the PHCs 
are  sent to the Joint Director, Budget, Accounts and Audit who functions as a controlling 
officer37.  As for the state budget, some budget estimates of major heads like those related to 
salaries of Class I and Class II officers go to the Dy. Director Health Circle. The scheme 
budget head related to Family Welfare is sent to the authority who acts as the controlling 
officer or to the agency from where they receive the grant.    
 
It was observed while tracking the budget head of the PHC line, that annual and revised 
estimates are submitted personally by visiting the respective offices. At the Jt. Director, 
BAA’s office, each circle/region is given a span of three to four days. The staff from DHO 
offices of the districts under each circle visit and submit their demands in the time frame 
stipulated. E-mail correspondence, courier or post are not accepted.   

Scrutiny/vetting at the Jt. Director, BAA’s office includes checking the assigned staffing 
pattern, sanctioned and filled posts, details for number of posts in various schemes 

                                                           
37 The MBM guides that the budget demands prepared by the estimating officer need to his 
Controlling officer for vetting  
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recorded, verifying details with the supporting GR as well as the online portal of 
SEVAARTH web site38 (government portal with statistical information on staffing position 
of permanent, temporary, vacant post, etc. assigned to DDO). Apart from these, checking the 
calculation of salaries and related items, provision made for the vacant post, etc. are also 
important. In case of non salary, pending bills of line items such as telephone, water charges, 
etc. the items are scrutinized. All the estimates are considered against expenditure over the 
preceding three years. Supporting the written statements, the signature of the CAFO is 
necessary along with a statement validating the authenticity of the expenditures made. 

It has been observed, that despite repeated notices, the PHCs do not send budget estimates; 
that only 20 percent to 25 percent of the PHCs in the district submitted budget demands to 
the DHO office is a matter of serious concern. The DHO’s practical difficulty in not receiving 
the estimates from the PHC or the THO office shows, a weak mechanisms of seeking the 
estimates and reflects poor control over the PHCs. The DHO office does not have 
disaggregated information for either PHC or taluka budgets. It is thus quite essential that a 
taluka level authority ensures that all PHCs under her/his taluka prepare budgets. In the 
current set up, however, neither the BDO nor the THO play this role. While the BDO’s role is 
mainly related to distribution, the THOs have not taken this up despite being the head of the 
Public Health Department at the taluka level. While they have a significant role to play 
under NRHM, the THOs do not have any relation with the state budget. 

In the present era of computerisation and internet, the records (demand estimates) are 
difficult to assess on paper and are not readily available. Except for a small number of PHCs, 
the maintenance budgets are non-existent or minuscule. None of the computer applications, 
MS Excel or Word, are used for preparing the estimate or for record keeping at all levels 
(PHC, THO and even the DHO).  

Having looked at the findings of the PHC Line in detail, we now move to the Hospital Line. 

HOSPITALS LINE 
As part of budget formulation in the Hospitals line, the facilities from the taluka and district 
levels - the Rural, Cottage, Sub-District or District Hospitals- all submit their budgets to the 
Dy. Director at the regional level. The processes followed by all hospitals are more or less 
similar and have thus been combined under one group called frontline units. The findings 
have been presented in the following order.  

- Frontline units 
- Dy. Director 

 

Frontline Units 
Of the various frontline units included under the Hospitals Line, the Rural Hospitals (RH), 
Cottage Hospital and Sub-District Hospitals (SDH) are placed at the taluka level and are 
headed by a Medical Superintendent (MS). The District Hospitals (DH) on the other hand, 
are headed by a Civil Surgeon (CS). The Medical Superintendents and the Civil Surgeons 
being heads of the institutions are also the budget estimating authorities. Here, again, in 
most of the cases, the clerks of the facilities are more directly involved with the task of 
estimation under instructions of the head of the institution.  

                                                           
38 https://sevaarth.mahakosh.gov.in/ 
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For the frontline units, the processes involved in budget formulation are similar to those of 
PHCs. These include receiving instructions to prepare the budget and then estimating the 
demands. The submission of estimates in this case is made to the Dy. Director, except for 
some RHs where submission is made to the Civil Surgeon (CS). 

For all the facilities interviewed in the Hospitals Line, the annual and revised budget 
estimates are regularly prepared in both the districts. Further, the various procedures 
relating to formulation as mentioned above are largely common for all types of facilities. The 
findings have thus been brought out collectively for all types of facilities. 

• Receiving Instructions for Budget Preparation 
 
All the hospitals generally receive letters of instructions for preparing budget estimates from 
the Dy. Director. However, at times the DH receives the letter first and sends it to SDHs and 
RHs. Sometimes these facilities also receive instructions during the monthly meeting held at 
the Civil Surgeon’s or the Dy. Director’s office. In one case, the RH used to receive the letter 
through e-mail and, according to a respondent, this practice started last year.  The letter 
includes the common instructions such as format, time line for submission and any special 
instruction.  

Preparation of Budget Estimates  
It was observed that budgets are prepared by all the facilities regularly and in the stipulated 
format. While all the facilities have to prepare the annual and revised budgets for their own 
offices, the CS office is additionally involved in preparing the plan budget (the details of 
which are brought out in Chapter 5). Also, in the month of August, all the facilities prepare 
four monthly revised estimates for the current year and then the annual estimates for the 
following year. The budget heads applicable to RHs and SDHs are brought out in Box 3.4 
below. 

  Box 3.4: Budget subheads examples applicable to RHs and SDHs 

• 2210 0413 - Upgradation Of Primary Health Centres into Rural Hospitals 
(Non plan budget)  

• 2210 05311 - Up-gradation Of Primary Health Centres into Rural Hospitals 
(state plan budget under Minimum needs programs)  

• 2210 0146 - Mobile ophthalmic unitfor the Sub district hospitals.   
 
In addition to those mentioned above, SDHs have budget heads like  

• 2210 0315  - Hospital and Dispensaries, cottage hospitals  
• 2210 0462 - Up-gradation of Rural/cottage Hospitals (MSDP).  

 



58 
 

Of the total, around 50 line items that are applicable will differ for each hospital. Budgets are 
thus prepared by the facilities for those line items applicable to them. The respondents from 
facilities have shared details of how they actually prepare estimates. These are very useful in 
understanding the processes adopted in undertaking estimation.  

An example shared by one RH respondent, the estimating officer first begins with getting 
the information of  

Staffing positions in the facility. Particularly, for estimating annual budgets, salary 
calculations, information is sorted under heads and sub-heads. Details of all the working 
staff in the 
facility have to 
be provided 
along with the 
estimates. 
These also 
include details 
of the total 
posts 
sanctioned, 
filled and 
vacant. These 
details are put 
in an annexure 
in the budget 
estimate 
document. For 
items such as 
office expenses, 
electric and phone bill or POL, estimates are generally raised by 10 percent -15 percent 
(based on increase in fuel rate and increase inflation) over the previous year’s expenditure. 
Items like rent and tax do not change every year.  

As observed in the case of one DH, the most significant budget head for the District hospital 
is 2210 0146 -Mofussil Hospitals and Dispensaries– Non-Teaching Government Hospitals in 
Mofussil Areas.  In one case it was observed that in the annual budget estimate proposed by 
the estimating officer, the reason/justification provided for the demand was “Previous 
pending bill and current requirement”. The pending bills included domestic travel bills, 
Rent, Rates and Taxes (RRT), Diet expenses, publications, and material and supplies. In 
other cases, the domestic travel bills were pending since 2007-08 in one hospital, whereas in 
a number of hospitals’ budget estimates, previously pending bills were included as ‘arrears 
of past years’. An example of this is provided in Table 3.5 below. The budget booklet has 
such annexure formats wherein the estimating officer has to provide the details.   

The broad definition on the estimate are demands based on the needs of the front line as the 
annual estimate, and revised estimate as the anticipated revision during the course of the 
financial year. As observed that these estimates are based on arrears of the pending bill, and 
this is due to accumulation of the pending bill was lesser allocation against the approved 
budget. The grant distribution authority (controlling officer) tends to control the expenditure 
by approving less against the budget, releasing a lesser grant against the approved grant, 
thus giving scope for reappropriation.  Table 3.5 illustrates table is the excellent case wherein 
how most of the line items were approved less against the estimate and expenditure 

Box. 3.5: Estimating officer proposed budget for year 2012-13  

Note: screenshot from the budget estimate of RH, on the right column are the 
line items. On the Row are the Actual of proceeding three year, followed by  
budget  and revised estimate of last year (2011-12) and estimate proposed by 
the Estimating officer for the FY 2013       

nksu vadh lax.kd ladsrka lg mf|"Vs 
1 2008-09 2009-10 2010-11 2011-12 2011-12 2012-13

02 etqjh
03 izokl [kpZ 125 150 70 76 76 76
04 v'kklfd; lnL;kauk izokl HkRrk$ 
05 dk;kZy;hu [kpZ 175 143 40 45 56 56
06fo|qr nwj/ouh]ikf.k 45 96 96
06 isV!ksy]rsy o oax.k 60 85 23 14 24 24
07 HkkMsiVVh vkf.k dj 60 60 115 8 120 70
30 eksVj okgus 25 20 0 0 0 10
51 vkgkj [kpZ 100 125 26 0 72 75

izkDdyu 

(,fLVesVh ax) 

ekxhy fru o"k ZkP;k 

[kpkZP;k izR;{k jdek 

vFkZladYih; 

vankt   

lq/kkjhr 

vankt   
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incurred was either less or what was provided to them.  The process of budget allocation 
and decisions on spending are almost entirely top-down, and the hospitals depend 
exclusively on the Controlling Officer at the regional office and the DHS. 

Table 3.5: Annual Estimate based on Pending Bill and Current Requirement 
 

Note: Read Marathi content asPending bill details enclosed & current requirement 

Sr. 
no 

Line item 
details 

Budget 
estimate 
by 
estimatin
g officer  
2010-11 

Approv
ed 
budget 
2010-11 

Actual exp 
2010-11 

Approve
d budget 
2011-12 

Reason for 
demanding more or 
less in the budget 
estimate 2011-12 

1 2 3 4 5 6 7 
  Rs. In thousands   
1 Salaries 152335 172949 168633 86700 Pending bill details 

enclosed & current 
requirement  

2 Wages 500 600 572 50 Pending bill details 
enclosed & current 
requirement   

3 Overtime 
allowance 

 109 101 45  

4 Office 
expenses 

3000 2204 21423 1011 Pending bill details 
enclosed & current 
requirement 

 electricity ,     Pending bill details 
enclosed & current 
requirement 

 telephone,     
 water charges     
 Total 18000 21423 21423 635 
5 Travel 

Allowance  
 874  76 Pending bill details 

enclosed & current 
requirement 

6 POL 500 346 346 90 izyachr o iq<hy 
dkyko/khdjhrk vko';d 

7 RRT 900 687 687 372 jQi;s 1-36 ps ns;d 
dks"kkxkjkr lknj 

8 Publication 120 05 5 01 iq<hy dkyko/Ahdjhrk 
9 Advertisement 30 28 24 15 izyachr o iq<hy 

dkyko/khdjhrk 
10 Minor work 150 20 20 & iq<hy dkyko/Ahdjhrk 
11 Vehicle repair 400 20 20 09 izyachr o iq<hy 

dkyko/khdjhrk 
12 Diet  4500 3098 3098 525 izyachr o iq<hy 

dkyko/khdjhrk 
13 Stipends  285 253 - izyachr o iq<hy 

dkyko/khdjhrk 
14 Material  and 

supply 
10000 9998 9325 957 izyachr o iq<hy 

dkyko/khdjhrk 
 Total      
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• Submission of the Estimates 

As mentioned before, at the District Hospital there are a large number of sub heads 
applicable.  A detailed list of this is provided in Box 3.6 below. Thus, submission of the 
budget subhead estimates is also made to different authorities. Some these are submitted to 
the Dy. Director, while others to the various program officers or Bureau in-charge39 that 
designated controlling officers for that scheme. For example, the budget estimate of sub 
head 2210-0146 is submitted to the Dy. Director, Regional Health Circle and also to the Jt.  
Director– programs (Blindness Control Program). The submissions of estimates are made to 
the controlling office from whom the grant will be allocated to the facility. 

Box 3.6: Budget Subheads Scheme Code under the Major Head 2210-Public Health 
applicable to DHs 

2210-0146 -“Mofussil Hospitals and Dispensaries– Non-Teaching Government Hospitals in 
Mofussil Areas 

2210-0146 -(Blindness Control Program) “Mofussil Hospitals and Dispensaries– Non-
Teaching Government Hospitals in Mofussil Areas 

2210 0413 i.e. “Upgradation of Primary Health Centres into Rural Hospitals” Non plan 
budget 

2210 462 4 PH –“Upgradation of Rural/cottage Hospitals- under Maharashtra Health 
System Development Project” 

2210 010 1 PH (02- urban) District Medical Officer 

2210 105 3 PH “Establishment of Public Health Transport Organisation” non plan 

2210 280 1  TD-  under Tribal Area Sub Plan  schemes-State Plan Scheme “ Upgradation  of  
Primary  Health  Centres  into Rural  Hospitals 

2210 131 1 (jeevan dai) 

2211 017 6 Urban Family Welfare Centre– which is 100 percent a Centrally Sponsored 
Scheme 

                                                           
39 The Bureau Chiefs function at the level of Jt. Director or Dy. Director placed under Additional 
Director at DHS level.  The program39 bureau chief are assigned with the specific program and each 
office of bureau chief has line office down to the regional level assisted by the Asst. Director and 
further down to the district level offices for each  program such as  District Malaria Officers (DMO), 
TB etc.  The designation of Bureau Chiefs varies from program to program, and further depending 
upon a Bureau Chief’s designation, they are assisted by Dy. Director or Additional Director. While for 
the implementation of the programs, there are district level offices for each program which coordinate 
with the Bureau Chief, e.g. there is Jt. Director Malaria and Filaria at the DHS level and at each 
district, there are District Malaria Officers (DMOs). Further, the final implementation of the program 
may be done by the frontline units, in coordination with the district level offices.  As for budget, the 
Bureau Chiefs prepare their annual budget and send it to the Jt. Director, Budget and Administration 
or Planning Section of health in DHS, respectively for non-plan and plan budgets. Similarly, when 
funds are approved, they receive the same from the Jt. Director, Budget, Accounts section and send 
them to the district facilities of their program. Similarly, on receiving funds, the Bureau Chiefs route 
the same to the implementing bodies and monitor the expenditure of their district level facilities, for 
example, the Jt. Director, Malaria shall undertake the audit of DMO. 
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2211 060 3 School Health Check-up treatment and Operation of Students I to IV (non plan) 

2211 061 2  “Maintenance and Petrol, Oil and Lubricants of Vehicles allotted to Primary 
Health Centres and Rural Family Welfare Centres which is the state plan scheme  

2235 238 6 “Savitribai Phule Kanya Kalyan Yojana” 

The remaining frontline service providers, RH and SDH, send their budgets demands 
directly to the Dy. Director. In the case of one RH, the MS was not authorised as the DDO; in 
this case, the budget was submitted to the Civil Surgeon. A respondent from another RH 
said that the Civil Surgeon was not aware about the budget estimate demand forwarded 
from the RH to the Dy. Director. Facilities submitting their estimates either to the Dy. 
Director Health Circle or the CS, do so by personally visiting their office.   

Submitting Estimates to the Civil Surgeon 

The Civil Surgeon as the head of the district, who supervises the curative health care service 
in the district, does not play any role in collecting the budget estimates of the RH/cottage 
/SDH /women hospital or compiling the same. RH/cottage /SDH /women hospital send it 
(budget) to the Dy. Director rather than to the CS. It was understood that the CS collects 
budget demands only for such RHs in the district where the MS of RH does not have 
Drawing and Disbursing powers and the grants are distributed to the RH by the CS’s office.  
The CS does not receive the budget demands; this has a link with distribution mechanism. 
Some of the RHs do not have what is known as ‘Drawing and Disbursing’ Powers, which 
includes the authority to withdraw grants40. They thus withdraw funds from the Civil 
Surgeon. In all other cases, where the facilities had Drawing and Disbursing powers, they 
send budgets to the Dy. Director since the latter is the budget controlling authority. Since the 
RH in this case receives budget grants from the CS, the latter becomes the controlling 
authority and thus it is a different route for submitting budget estimates. A respondent 
maintained,  

“The Civil Surgeon is controller of health performance related activities or issues, and the 
Deputy/Joint Director is controller of finance related issues in case of this district.” 

Demands other than Budget: Medicines or Equipment 

For bio-medical equipment, medicines or other relevant machines like generators, the RH 
puts demands to the CS, who sends it to the Dy. Director, and medicines are supplied to 
Rural Hospitals and other health care institutions. The respondents specified that all other 
proposals apart from the budget are sent by the RH to the CS. As per the MS in one RH, he 
personally makes these demands to the Civil Surgeon who posts it to the Deputy Director 
along with others’ demands; further the Health Department at the Directorate level is 
informed and finally the required equipment is purchased in bulk and distributed according 
to the demand. For medicines, the RH submits its budget estimate to the Civil Surgeon, 
while the procedure remains the same as explained above. One district has a mechanism in 
place to conduct a district level meeting where all RHs in the district discuss their needs and 
exchange medicines and equipment in case of shortage.  

It was assumed that the CS receives the budget demand from all hospitals (RH, SDH, 
Cottage, women’s hospital) which is not the present case and he/she is not the controlling 

                                                           
40 MS is not registered with the Finance Department and the Treasury to withdraw budget grants and 
to deposit revenue receipts. More on this will be covered in the chapter on Distribution.  
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officer of the District. Ultimately the CS does not have the budget and expenditure details of  
all these hospitals under his/her jurisdiction. It is was observed that the Civil Surgeon plays 
an important role in compiling the wish list of all the RHs and puts forth the collective 
demand (proposals for purchase of materials and supplies) to the District Planning 
Committee (DPC), local authority for District Plan budget wherein the demand is approved 
and grants are disbursed by the District Collector (more analysis and findings in a separate 
chapter on Plan Budget).  
 
It can be seen that in the Hospitals line, budget formulation is taken seriously and all the 
facilities remain disciplined in preparing their estimates on time. It has better mechanisms 
for coordination and control. 

Dy. Director Health Service  
The Dy. Director Health Services is the head of the Public Health Department at the regional 
level. Hospitals controlled by the Dy. Director’s office can be broadly grouped into three 
types: District Hospital and Women’s Hospital; Sub-district Hospital; and Rural Hospital 
and Cottage Hospital. The Regional office deals with the non plan budget (recurring 
expenses which include line items, Salary, Wages, Office expenses, POL, etc) of all these 
facilities in the region and also has an important role in the plan budget processes; the 
Regional Officer attends all the DPC meetings along with the DHO,  with the CS as the 
representative of health line department ( more details in the chapter on the Plan budget). 

The different processes involved in budget formulation at the Dy. Director’s level includes 
receiving instructions from the Jt. Director and further instructing hospitals under the region 
regarding the same, collecting and vetting the estimates received from the facilities, and 
consolidating the demands and submitting them to the Jt. Director, BAA. Some of the 
budgets which belong to other programs, such as blindness or leprosy, are sent to the 
respective program officers or bureau chiefs. 

• Receiving Information and Informing Further 
 
The eight Dy. Directors of the different circles receive information regarding budget 
formulation from the Jt. Director, BAA office. Each of the eight Dy. Directors then sends out 
letters with instructions for budget formulation - timelines for which the budget estimates 
and revised estimates are to be submitted by the estimating officer of the frontline services of 
the Hospitals line. Receiving the letter as well as sending out the letter to facilities, happen 
generally in the month of July. The instructions received from the Jt. Director provides the 
timeline stipulated for receiving budget estimates from the circles, and accordingly, each 
circle level office provides a timeline to the frontline units controlled by it. There could be 
specific instructions from time to time, which need to be followed.  
 
• Vetting on received Demands  
 
The regional offices vet the proposals they receive from the facilities’ estimating officers. 
This includes determining conforming whether the instructions for estimation have been 
followed, the documents contain the necessary details, the summation figures are correct, 
and salary details are checked such as whether HRA is taken accurately according to the 
location, whether is DA is calculated as per the instructions and so on.  Apart from this, at 
the time of vetting for annual estimates, the actual expenditure of the current year and the 
preceding three years is considered.  The vetting responsibility of the controlling officer has 
been guided by the role assigned under Para 34 of MBM.    
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The budget booklet, as mentioned before, has a separate column for the estimates of the 
controlling officer. The officer generally relies on the annexure details for salary and non-
salary items provided at the end of demands, capacity of the facility as known to the 
controlling officer, etc. Also, as respondents from the Dy. Director mentioned, they generally 
do not cut the demands unless they are unreasonable. The final amount approved by the 
controlling officer is put in what is known as ‘column 8’ of the booklet (as shown in Table 
3.1). This shows that this figure of estimation is put by him/her as ‘controlling officer’ 
(responsibility assigned under the Para 34 of MBM).  
 
The role of Dy. Director in budget formulation is limited. As a respondent put it,  
 
“We only consolidate demands coming from facilities and send it further”.  
 
This office functions more as an intermediary agent which collects demands from frontline 
units, consolidates them and sends it further to the Jt. Director, BAA where the entire state’s 
demands are gathered.  
 
• Consolidating and Submitting Estimates  
 
The MBM also advises that the consolidations of estimates are to be made scheme wise. 
Demands received from different hospitals are consolidated scheme wise (subhead/scheme) 
by the regional office. Thus, depending on the schemes and budget heads allocated to 
different facilities, the Dy. Director’s office consolidates demands for each scheme from 
different sources into one single scheme demand/estimate booklet providing a detailed 
explanation for all the estimates. This represents the demand of the region and is submitted 
to the relevant line department. This may include the Jt. Director, BAA.   
 
The budget estimates of the two lines we observed are further submitted to the Jt. Director 
BAA. Here, the budgets for the two lines as well as some other sources converge for the 
entire state. We can now move forward to the findings at levels of directorate and further.  

Jt. Director, Budget, Accounts and Administration 
This section is part of the Directorate of Health Services and works on budget, accounts and 
audit (internal oversight). The budget demands, only of budget head 2210- Public Health 
Department, are compiled here for the entire state. The budgets of all programs of the 
department, from national programs to all preventive and control programs and curative 
aspects, come to this section for formulation and compilation. 

The various roles performed by this section include receiving instructions from the Director 
Health Services/Public Health Department regarding budget preparation and sending the 
information further to the various heads of offices. The Jt. Director, BAA office receives and 
vets the estimates from the various offices. The demands from multiple sources 41are 
compiled and submitted to the Administrative Department, Secretariat (Public Health and 
Family Welfare Department). At times, if a particular line item does not fit into an existing 
budget head, for example, line item for contractual services of security guards, then this 

                                                           
41 From program in-charge or Bureau Chiefs which include Joint Director or additional directors–of 
malaria, filarial and water borne diseases; TB BCG leprosy program; Dy. Director of public health 
laboratories, Dy. Director transport, Dy. Director for publicity and IEC, and 8 Dy. Directors and 33 
DHOs . 
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section liaises with the Health and Finance Department at the Secretariat for creating 
additional heads.      

• Sending out Instruction for Budget Estimates 

This section receives Instructions from the Public Health Department at the Secretariat level 
regarding budget preparation. 

As mentioned before, the Jt. Director, Budget and Admininstration circulates letters with 
instructions on how to proceed with the preparation of estimates. For the estimation of the 
annual budget for the forthcoming financial year, the letters are sent from this office by the 
month of July. These letters are sent to all the respective heads of offices, which include the 
eight regional Dy. Directors and DHOs of all the districts.  

The letter/circular lays down a detailed time-table with the dates for submission for each 
level of the office (Annexure 3.1). The circular clearly states that the budget preparation for 
the forthcoming financial year is a time-bound activity and the timeline must be adhered to 
meticulously. The guidelines also state the details to be considered at the time of estimating 
and the annexure statements required. For example, in case of non plan expenditure the 
annexure includes– number of staff at a particular office, relevant GRs, salary details, office 
expenditure and verification of the electricity and telephone bills. Following instructions 
from this section, the respective Dy. Directors and DHOs pass on instructions to the 
frontline units under their control.   

• Scrutiny and Checking of Estimates  

The office of Jt. Director, BAA compiles the budget estimates submitted by different offices 
for the entire state. As mentioned in previous sections, all the frontline units like PHCs and 
Hospitals send their demands to their respective line head, DHO and Dy. Director, 
respectively. The demands received by this section come from all the 33 DHOs and eight Dy. 
Directors42.The estimates received from the DHOs of 33 districts are scrutinised by this 
section, whereas the budget estimates received from the eight regional Dy. Director Health 
circle offices and the other bureau chief offices have already undergone some scrutiny when 
they were received from their line offices. The role of CAA (office of  Asst. Director) office in 
this case is more of checking whether the instructions for estimation have been followed. 
The scrutiny of the budget demand considers how much is demanded against the previous 
three years’ expenditure, checks for extraordinary demands, for instance, a demand for high 
grants despite low spending in the past, and look for the justification mentioned by the 
controlling officer or estimating  officers .     

Scrutiny of Estimates from DHO 

The scrutiny of budget estimates for the PHC line schemes, that is, budget estimates 
received from the DHO includes verifying the number of vacant and filled positions with 
GRs of Rural Development Department (RDD), Secretariat, and detailing the staffing 
position for each department of the ZP.  The large proposition, as reported by the 
respondent is around 85 percent, the salary line items of the budget estimate under the 
Grants-in-aid sub head/scheme of the PHC line are taken care of in this scrutiny.  (Check) 

A respondent at CAA level said, 

                                                           
42 This also includes the demands of about 16-18 Program Officers/Bureau Chiefs, which do not form 
a part of our tracking exercise as mentioned in chapter 1. 
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“In case of salary grants-in-aid for any subhead/scheme of PHC that goes to the Zilla Parishad, the 
administrative department of these ZPs is the Rural Development Department (RDD), which issues a 
circular with the details of the staffing position for each departments of the ZP. This GR guides us for 
scrutiny and accepting the budget estimate proposal received from the DHOs and also for verifying 
the number of vacant and filled positions. Whatever positions are there for the current year, we ask for 
the budget; in case there is any decrease in the staff position, we have to give clarifications and if it 
increases then the related Government Resolution (GR) is checked with the budget requisition. This is 
because the salary component forms about 85% of the sanctioned grants and the remaining 15 % of 
the funds has to accommodate all other non-salary expenditures.” 

The Jt. Director follows certain norms for vetting and finalising estimates in the case of non-
salary components of grants–in-aid for the PHC line schemes. For line items such as Petrol 
Oil and Lubricants (POL), the budget is based on the number of the facilities (PHC) in the 
district and the ceiling of consumption of 1000 litres per district. If District ‘A’ has 79 PHCs, 
the budget estimate is calculated as 78 PHC x (1000 litres x Rs.70 per litre) = Rs. 54.60 lakhs. 
For line item Motor Vehicle, it is Rs. 7,500 per PHC in the tribal and hilly areas and Rs. 5,000 
per PHC for non tribal PHC. For line items Office Expenses (OE), for incurring telephone 
expenses, it is Rs. 8,500 per PHC with a telephone connection and Rs. 5,000 per PHC without 
a telephone connection. In case of line item, ‘Material and Supplies’ the estimates are guided 
by the allocation rule; for example, a PHC in the tribal and hilly area will formulate the 
estimate of Rs. 1.60 lakhs for Material and Supplies, Rs. 1.20 lakhs for nontribal areas and Rs. 
12,000 per sub center.    

While it scrutinizes demands, the section usually does not curtail any grants demanded with 
the fear that the Finance Department may curtail the demand. As a respondent puts it,  

“If we do any curtailment and further the finance department also curtails demands, then very little 
amount is sanctioned for facilities. This may become insufficient for routine expenditure”.  

Table 3.6 is an example of the budget estimate proposal compiled for budget head of 2210 
scheme for Primary Health Centre (PHC) under budget head 2210 5041-  8- public health for 
2011-12.  The subsequent section shows the approved budget against the proposed demand.    

• Consolidating Demands and Submission to the Public Health Department 

Having received the budget estimates, the most crucial work performed by the BAA section 
is that of scheme wise consolidation of proposals received from all the different sources. All 
the various demands mentioned above are compiled by this section and sent further to the 
administrative department, the Public Health Department at the Secretariat. These demands, 
in the form of multiple copies, are consolidated into one budget estimate by the BAA 
section. Likewise, different budget estimate booklets are prepared for each individual 
scheme. There are about 55 non-plan schemes in all, including state as well as local sectors. 
For each scheme, demands come from multiple sources like the DHO, Dy. Director or 
Program Officers.   
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Table 3.6:  Consolidated Estimate proposed for Zilla Parishad Scheme for Primary Health 
Centre (PHC) under Budget Head 2210 5041- 8- Public Health for the Year 2011-12 (Figures 
in Rs. Thousands) 

 

A justification has to be provided by each of the estimating authorities for each deviation in 
grants demanded compared to actual expenditure of the preceding year. For example, if the 
previous year’s salary was Rs. 1 lakh and the current year’s demand is Rs.3 lakhs, the 
estimating officer needs to provide explanations; for instance, he can explain that five posts 
which were vacant the previous year were filled. Estimating officers must justify each 
deviation. At the time of total consolidation, the Jt. Director, BAA office must explain the 
deviation in total; for example, the previous year’s expenditure was Rs.1 crore, but the 
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Motor 
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supplies 
and 
materials Diet Total

1 2 3 4 5 6 7 8 9 10 11 12 13 1 to 13

1 Thane 329998 3618 1231 1310 1877 390 0 0 29 3021 316 0 0 341790

2 Raigad 194726 1700 439 874 3035 369 44 0 0 1800 188 0 0 203175

3 Ratnagiri 182734 3557 100 2462 5000 910 0 0 335 2814 335 0 0 198247

4 Pune 261118 5413 263 5369 2664 3236 96 0 0 7800 650 0 96 286705

5 Solapur 258419 0 2000 1000 3500 1500 200 0 120 2000 400 0 0 269139

6 Satara 276815 13180 150 500 4200 800 250 0 0 760 290 0 0 296945

7 Nashik 435984 576 2200 2472 4500 1674 10 0 0 3914 645 0 1000 452975

8 Dhule 173127 0 100 1200 2700 700 0 100 0 1000 300 0 0 179227

9 Nandurbar 413407 540 535 0 2044 535 300 200 0 2320 635 0 1000 421516

10 Jalgaon 367260 300 500 100 4000 770 0 0 0 2232 1920 0 30 377112

11 A'nagar 307481 115 0 960 2100 2000 0 0 0 2500 900 0 400 316456

12 Kolhapur 233364 2216 650 500 5000 1080 0 0 500 2117 550 0 0 245977

13 Sangali 167112 2000 650 1600 3000 0 0 0 0 650 300 0 0 175312

14 Sindhudurg 144781 0 500 1500 3500 1000 0 0 400 2090 1000 0 0 154771

15 Aurangabad 178417 2412 25 600 3000 1300 50 0 10 1500 300 0 0 187614

16 Jalna 151697 2016 1598 730 2500 852 0 0 0 629 200 0 0 160222

17 Parbhani 101845 1000 60 400 1000 650 50 0 0 1550 155 0 0 106710

18 Hingoli 73643 550 110 110 700 300 0 0 0 1230 110 0 0 76753

19 Latur 172072 900 2220 1000 3000 1200 0 0 138 1840 230 0 0 182600

20 Nanded 250865 1600 800 1200 10000 1600 250 0 0 3000 400 0 0 269715

21 Beed 149772 827 200 900 2500 470 50 0 300 1850 250 0 0 157119

22 Osmanabad 184163 1373 850 840 1500 630 1000 0 0 1680 525 0 0 192561

23 Akola 90161 0 90 120 960 240 0 0 0 442 72 0 0 92085

24 Washim 69161 0 0 0 700 650 0 0 0 560 350 0 0 71421

25 Buldhana 251852 2538 275 598 1500 900 210 0 70 2158 275 0 0 260376

26 Amravati 229090 2340 540 952 5000 1072 120 0 0 3080 870 0 100 243164

27 Yawatmal 255935 400 30 500 2000 650 0 0 300 1100 250 0 0 261165

28 Nagpur 86181 500 600 1000 2000 1000 100 0 250 1500 300 0 0 93431

29 Bhandara 146871 2500 0 850 1700 900 70 0 330 1000 190 0 30 154441

30 Gondiya 165606 6154 450 2000 2600 1700 150 0 150 1700 250 0 550 181310

31 Wardha 118988 0 220 500 1500 100 200 0 0 500 135 0 0 122143

32 Gadchiroli 289604 600 300 700 3500 1239 100 0 40 900 350 0 500 297833

33 Chandrapur 181426 1589 278 1857 2362 1160 40 0 0 2610 310 0 500 192132

DHS 0 0 0 0 0 0 0 0 0 0 0 177994 0 177994

Total 6893675 60514 17964 34704 95142 31577 3290 300 2972 63847 13951 177994 4206 7400136
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current demand is 2 crores, because in total 200 posts were vacant which have been filled, or 
the pay scale has been revised, or increase in DA, and so on.  

The consolidated estimates are sent to the Administrative Department at the Secretariat 
level, that is the Public Health Department around 15th October for further scrutiny. 

Public Health Department (PHD) and Finance Department, Secretariat Level 
As part of the budget formulation process, the Secretariat level plays a crucial role. The flow 
of instructions to start the budget preparation process begins from this level. The finance 
department informs each administrative department to begin with procedures for budget 
estimation and accordingly, each administrative department informs its directorate to do the 
same. On the other hand, once all the demands have been prepared, they are consolidated at 
the Directorate level and then submitted to the Administrative Department at the Secretariat 
level. This is where the crucial role of the Administrative Department comes into play. One 
may remember from the flow chart on budget preparation that the finalisation of budget 
occurs at the Secretariat and Ministerial levels. The non-plan budget is finalised at the 
Secretariat level, whereas for the plan budget, Ministerial level discussion also takes place 
(this will be covered in detail in the plan section). 

As we have seen so far, in case of non-plan and plan budget (salary and non salary line 
items) for DHS, both the lines of frontline service (the PHC Line and Hospitals Line) submit 
budget estimates to their respective line department heads. Vetting and consolidation of 
these estimates is done at various levels, and the Jt. Director, BAA level consolidates 
demands for the entire state for the DHS. These are then submitted to the Public Health 
Department (PHD) at the Secretariat level.  The PHD receives budget estimates from all the 
four directorates including DHS in the same budget format for each scheme. From the PHD, 
these demands are forwarded to the Finance Department (FD) in a duplicate copy. This 
submission of demands for the annual budget of the forthcoming fiscal year occurs around 
the first week of November; for example, demands for annual budget 2011-12 are sent to the 
FD in November 2010. In case, the PHD feels the need to make any additions/deletions or 
any other alteration, a statement giving the justification and recommendations as enclosures 
is forwarded to the FD along with the estimates. Like the PHD, every Administrative 
Department at the Secretariat level sends its budget demands to the FD.  

Under the administrative control of the Principal Secretary, Finance Department, various 
sections deal with the budget processes. Two main sections of the FD include the Budget 
Cell/Wing and Expenditure Cell/Wing.  Both these cells have further sub units denoted by 
numbers, and each unit is assigned with two to three state administrative departments. The 
budget estimate of the Public Health Department and the Medical Education Departments 
are sent to Budget Cell no. 9 in case the scheme is of revenue account; that is, a non plan 
regular existing scheme. If the scheme is new and has to be considered afresh, it is received 
by Budget Cell no.3.    
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After receiving the estimates of the proposal from all the Administrative Departments, the 
FD scrutinizes them and makes modifications where necessary after due consultation with 
the concerned administrative departments. The expenditure estimates from all the 
Departments are then consolidated to arrive at the figure of total estimated expenditure 
under non-plan budget for the entire State. This figure appears in the Civil Budget Estimate 
(also called White Book) Part II and is treated as the final approved budget.   This includes 
major head-wise detailed statement of expenditure which is tabled in the Legislative 
Assembly for final authorisation. Whatever budget the house approves, is presented in the 
form of an Appropriation Bill produced in the White Book/civil estimates. 

Having seen the proposed estimate by the PHD to the Finance Department (Table 3.6), it will 
be interesting to see the finalised budget of the same year. Authorisation or approval of the 
budget happens in the Legislative Assembly during the budget session, which usually 
happens in March. For the year 2011-12, it can be observed in the civil budget 
estimates/White Book of the Public Health Department  (Annexure 3.2a ), that the  budget 
estimates for  the  Primary Health Centre (PHC) under budget head 2210 5041  (Rs. 558 
crores  for  Salary and Rs. 29.73 crores for non salary line items) were  reduced by  almost 9 
percent and 41 percent, respectively . This is how the budget is finalized. (Annexure 3.2b 
gives the details district wise information for the reader, this disaggregate information is not 
available in the civil budget estimate. the table is reproduces from the data available during 
the field work.)  

To conclude, Budget formulation is a time bound activity, where the demands/estimates 
from frontline units and programs at levels of district and below pass through various layers 
of institutional and administrative structures reaching up to the ministry. At each of these 
stages, some processing on the budget is done. It may include vetting and compiling 
budgets of various health facilities, districts or regions and sending it further or it may 
involve approving these demands.  The number of issues identified at each level, at the 
PHC, and the theoretical approach of bottom to up formulation actually does not hold as 
differences exist in each district.  At the level of the DHO, the estimate prepared is 
incremental and not according to need but on allocation rule. At the level of district, the 
estimates are sent to a number of designated controlling officers, from whom budget grants 
are received, thereby adding to the complexity.  

Once the budget demands are approved, the funds are sent to the frontline units and 
programs for implementation. For this purpose, funds are routed from top to bottom and 
the route opposite to that of budget formulation is followed.  Here, there are some 
authorities who allot funds, some who distribute them below and the end users draw funds 
for usage during health service provisioning, which is covered in detail in next chapter on 
distribution: Fund Flow. 
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CHAPTER 4 
 
BUDGET GRANT DISTRIBUTION: FUND FLOW 
 
As part of budget formulation, the process moved from governance layers of below taluka to 
the ministerial level.  The order is reversed at the time of budget distribution. Once the 
budget is approved by the Legislature, the flow of budget distribution then begins from the 
Finance Department at the Secretariat level. Funds pass through the same multiple layers of 
governance that we have seen in earlier chapters before it finally reaches the frontline units 
of hospitals and PHCs. The following section describes the broad flow of budget distribution 
and mechanisms used for the same.  

Flow of Funds: Budget Distribution and Authorisation 
The broad flow of budget distribution is explained in figure 4.1. To begin with, FD 
distributes funds to the various administrative departments including the Public Health 
Department (PHD). The PHD has its Directorate and one of the four Directors is the DHS. 
The grants pertaining to the DHS are transferred by the Public Health Department to the Jt. 
Director, BAA office. This way, the PHD becomes the controlling authority over the DHS 
and the Jt. Director, BAA. Another side of the same coin is that at the time of transferring 
grants, the PHD also provides authorisation to the Jt. Director, BAA to further distribute 
funds. Likewise, each controlling authority provides authorisation to the next level of 
governance which enables them to distribute grants further or incur expenditure as the case 
may be.  

Going to the next link, the Jt. Director, BAA distributes funds to the eight Dy. Directors43 and 
gives them authorisation. The Dy. Directors further distribute grants to the various frontline 
units in the Hospitals Line as well as to DHOs in districts under their region. Thus, the Dy. 
Director becomes the Controlling Officer for the facilities to which she/he distributes grants. 

The heads of the frontline units have what is known as ‘Drawing and Disbursing’ power for 
their own facilities. This allows them to withdraw funds allocated to their facility and incur 
expenditure against the same. While this is true for the Hospitals Line, one can see that the 
flow for the PHC Line is somewhat different. 

The distribution from the Dy. Director to the PHC line is complicated. As shown in Figure 
4.1, the red dotted line shows the flow of information of how much grants have been 
allocated; whereas the funds are actually distributed through the channel shown by the 
simple black line. How the two are different from each other will be brought out in detail in 
the research findings. 

 

 

 

 

                                                           
43 The Jt. Director, BAA also distributes funds to the Programme Officers/Bureau in Charge    
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Mechanisms for Budget Distribution 
Multiple mechanisms are involved in the actual distribution of grants, such as on-line fund 
transfer, devising allocations or what is known as ‘Cash flow’ and treasury and banking 
systems through which actual withdrawal is made. These mechanisms are explained briefly 
below: 

• On-Line Fund Transfer: Budget Estimate, Allocation and Monitoring System 
(BEAMS) 

In Maharashtra, there is a system of online allotment of grants through an on-line portal 
referred to as BEAMS or Budget Distribution System (BDS)44. Both Non plan and Plan 
budget grants are allotted on BEAMS. The allocations are made scheme wise and bifurcation 
of line items details like salary, wages, electric and telephone expense, travel expense, office 
stationery, taxes rent rate, material supply, and POL (Petrol/Oil /Lubricants) are also 
provided.  

BEAMS not only provide information on grant allocation to each office/facility, but also 
authorises them to withdraw the allocated amount. Each Controlling Officer is given a 
unique 10 digit code to carry out the operations on BEAMS.  For example, the Dy. Director 
receives grants from Jt. Director, BAA on BEAMS. The amount of allocation is checked by 
the officer using the 10 digit code. This officer further devises allocations for the various 
hospitals in the region, which is again put up on BDS using the code. Similarly, all the 
hospital heads check the grants allotted to them and further withdraw the same from the 
government treasury.  

 
                                                           
44Web-site available at: https://beams.mahakosh.gov.in 

https://beams.mahakosh.gov.in/
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• Cash flow 

While the BEAMS are used for actual transfer of funds, each Controlling Officer who has to 
distribute funds to multiple offices or frontline units has to devise allocations. This is 
referred to as ‘cash flow’. For example, the Jt. Director, BAA distributes funds to the eight 
Dy. Directors at the regional level through BEAMS. Now, each Dy. Director has to further 
distribute these funds among the various hospitals in the region. They first devise an 
allocation in this regard depending on the availability of funds and demands from hospitals, 
after which this is uploaded on BEAMS and the facilities can view the funds distributed to 
them.  

In the example mentioned above, cash flow on BEAMS also provides authorisation for 
withdrawal. In case of PHC line where BEAMS is only available till the Zilla Parishad level, 
one can notice separation of cash flow and authorisation. Here some departments are solely 
provided the information on cash flow, while the actual authorisation to withdraw funds 
lies with others. This can be seen in the chart above, where the dotted red line shows flow of 
information/cash flow, whereas the black line shows the flow of actual funds (Figure 4.1).  

Treasury and Banking System 

BEAMS facilitate online distribution from the state to the district level and down to the 
hospitals.  Actual withdrawal of grants is supported through the Treasury. Treasuries at the 
district and sub district levels are institutions from which field-level officers physically 
‘draw’ funds allotted to them by the government and accept receipts of government 
payments. In fact, for each Drawing and Disbursing Officer (DDO), the initial four of the 10 
digits code of BEAMS actually identifies the treasury to which she/he is associated. In 
withdrawing funds from the Treasury, the frontline units have to produce their actual bills 
to claim expenditure. These bills have to be authorised by their respective sanctioning 
authority and only then does the Treasury pass the claim for expenditure. The functioning 
and administrative accountability of the treasuries are covered in some detail in Chapter 5 
on oversight.       

The entire process of budget distribution is closely linked with the controlling mechanism, 
each officer who passes on grants to the level below or subordinate level of governance 
becomes the controlling authority primarily responsible to keep track of the expenditure 
through the grants distributed by her/him and authorised to reallocate grants.  

 As mentioned in the earlier chapter, presentation of the budget of the state government is a 
constitutionally mandatory function of the Governor of the state. This function is discharged 
by order and in the name of the Governor by the Finance Department (FD) of the State (S.S 
Karnik). As the FD manages the finances of the state, it plays an important role in estimating 
the availability of resources like revenue through taxation, contribution from the central 
government, etc., and it also functions as the ultimate controlling authority.   

In its dealings with funds distribution of the entire state, the FD makes the first release of 
funds based on ‘Vote on Account’ authorised by the Legislature (before the new fiscal year 
starts, this is, before 31 March) to incur the expenditure. This is mainly so because the final 
authorisation of the state budget happens by the end of May or the beginning of June. One 
may note that the new financial year has already begun and the procedure of finalising the 
budget is still going on, hence the initial distribution works as a provision for expenditure 
during these two months. The second release of budget grants is done around the first or 
second week of June; the month wise cash flow allocations are available online till 
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December. The percentage of funds to be distributed up to December is generally reported 
between70 percent to 80 percent. For example, if the limit has been pegged at 70 percent, 
then of the approved annual outlay to PHD, 70 percent of the funds will be released for the 
period April-December and the remaining 30 percent during January-March. 

Overall, it can be seen that as a part of budget distribution, several sub-parts or steps like 
Controlling and Authorising grants, Drawing and Disbursing, etc. are involved at various 
levels of governance. Unlike the case with budget formulation, the sub-parts of the 
distribution process do not necessarily follow a chronological or governance level based 
order. In budget distribution, processes like authorisation, control, drawing and disbursing 
occur at various levels and are all continuous processes.  The discussion below presents the 
research findings from the frontline service provider to the source of fund providers. For 
consistency, the two categories, the PHC Line and the Hospital Line are followed in this 
chapter as well.   

PHC LINE  

PHC Level  
Having estimated budgets as a part of the formulation process, the PHCs are allocated a 
certain amount of grants. It is important to make a distinction between allocation and actual 
allotment/disbursement. The DHO determines how much allocation should be made to the 
PHCs in the district, but the actual disbursement or release of funds to the PHCs is done by 
the BDO of the Panchayat Samiti.  In order to get these funds from the BDO office, the PHCs 
have to provide pay bills and salary details to the former. There is some amount of checking 
that is performed at the BDO level, after which the PHCs receive funds. 

Thus, at the PHC level, the steps involved in the distribution process are receiving grant 
allocation, preparing bills to claim expenditure and submitting these bills; finally on the 
BDO’s authorisation of bills, actual funds are received. Findings relating to these aspects are 
as follows: 

• RECEIVING GRANT ALLOCATION  

The  indication of the funds allocation by DHO to all the PHCs are brought out through 
what is called known as ‘grant allocation letter’ also known as ‘cash flow’ 
(tartudichepatra/anudanvitran in Marathi). The letter includes PHC wise monthly 
allocations scheme /subhead as well as line items.    

Information on Allocations  

PHCs being the ultimate users of the resources allocated by DHO, it is natural that they 
must possess information on the allocations made to them. Based on the interviews 
conducted at the PHC level, the facilities in District A receive the grant allocation letter from 
the DHO, whereas those in District B do not. 

In District A, the grant allocation letter is sent by the DHO to all the BDOs, THOs and MOs 
in the District. One PHC mentioned that it receives the letter monthly via e-mail by around 
the tenth of every month, while the letter is received by post in some other cases. In District 
B, based on the secondary documents collected from the BDO level, it was observed that the 
grant allocations are informed by the DHO to the BDO. This implies that neither the DHO 
nor the BDO sends this information to the PHCs. It was surprising to know that the DHO 
sends a letter to the BDO marking a copy to the THO, but does not inform PHCs about the 
same.   
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Problems faced on not receiving Information 

One may recollect from the chapter on formulation that in District B, the PHCs do not send 
their demands to the DHO. In this case, the reverse effect can be seen in the case of the DHO 
not sending grant allocation information/cash flow. Overall, this might result in a mismatch 
between what was demanded and what was supplied, which may lead to inefficient 
allocation management. The facilities running health services neither demand their 
requirements nor are they informed of how much funds they have for incurring 
expenditure. This shows that the procedures followed for formulation also have a direct 
bearing on the distribution. On the contrary, in District A, although PHCs do not receive the 
full amount that was demanded, the overall payment is based on the estimates submitted, 
and they regularly receive information on allocations. 

This highlights several aspects: how funds and other resources are being allocated without 
the knowledge of the particular facility which is supposed to use them; how PHCs have to 
remain at the mercy of BDO’s office to get information on funds meant for their usage; and 
how they remain uninformed of allocations despite the funds being allocated by their own 
line department.  

Quoting instances from the PHCs wherein they receive the grants/funds and assets without 
prior information. In the respondent’s words, “We got a grant of Rs. 9,000 and have no clue 
about what is it meant for! Later we got to know that it is meant for travel allowance, only if I go to 
the BDO office, or if they inform us, we get to know the details”. In another interesting incident, 
while the interview was being conducted in a PHC, a new computer arrived in a courier for 
which neither the PHC nor the THO office had any information. When asked why they do 
not approach the DHO to know the allocations, most respondents showed reluctance 
reflecting the stringent hierarchical structure among other things. As a respondent from one 
PHC said, “We do not have the right to ask this. The DHO is the boss.”  

PREPARATION and SUBMISSION: SALARY BILL and PAY BILL 

This step of withdrawal in the distribution process is followed commonly across all PHCs in 
both the districts. In order to claim funds for expenditure incurred during the month on 
salary and non-salary, the salary bill and pay bills, respectively, are prepared after each 
month is over. The core idea being that after the expenditure/activity has incurred during a 
month, the expenditure will be reimbursed.  

The study observed that all the PHCs prepare the bills in the prescribed format with the 
relevant supporting documents. They prepare the salary and pay bills as guided by the Zilla 
Parishad and Panchayat Samitis’ Acts and account code45. In case of the salary bill, the 
details of staff of the PHC (excluding the Medical Officer) are submitted in what is known as 
‘Form no. 26’(Pagar bill namuna in Marathi). Details of employees mainly include the basic 
salary, allowances such as Travelling Allowance (TA), Dearness Allowance (DA), and House 
Rent Allowance (HRA) together making the gross salary. From the gross salary, the 
deductions applicable like insurance, loan, leave, etc. are calculated further. Once 
deductions are taken out from the total gross payment, the net payment is arrived at. A 
report of deductions is sent to the concerned department of a particular service provider, for 
instance the insurance company or the bank. This exercise of calculating net salary and 
sending a report of deductions is done for each staff member of the PHC. For non salary line 

                                                           
45 Rule prescribed under the rule book of Zilla Parishad and Panchayat Samitis’ Account code 1968 
under Sections 69 and 79. 
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items such as contingency and other charges, Petrol Oil and Lubricants (POL), and Office 
Expenditure (OE), all the expenditure details are filled in another format called ‘Form no. 26’ 
(akasmit kharchahce bill namuna in marathi). The relevant invoice/receipts of bills are attached 
with the form.  

• Actual Receipt of Funds at PHCs 

The grants received by the PHCs are common; the grants are released by the BDO for salary 
as well as for the non salary line items.  PHCs in District A, receive the cheque in favour of 
the Drawing Officer (MO of the PHC) through the BDO drawn on the concerned bank which 
maintains the BDO’s funds. The cheque is enchased in the PHC account in a bank located in 
the vicinity of the facility and distributed to its staff. A list of account numbers of the staff 
along with their net salary amount after deduction along with the copy of grant 
allocation/monthly cash flow information letter for grants are informed to the bank to 
credit. Some PHCs in District A reported that PHCs have biometric machines (fingerprint 
time attendance system) and that it is mandatory to attach the summary statement of 
attendance along with the pay bill and other details.  

In District B, the same procedure was followed earlier, whereas now instead of the PHC staff 
collecting the cheque first and then submitting it for clearance in their bank, the cheque goes 
directly to the manager of the bank with PHC’s accounts. 

It was reported that the salary receiving procedure is very long and tedious. Maharashtra ZP 
& PS, Account code 1968  Rule 70 guides that the pay bill should be finalised not more than 
five days before the last working day of the month in which the salary  is earned. The salary 
should be received no earlier than the first working day of the month following the month 
for which it is due. In practice, it was observed that in most PHCs of the sample, the PHC 
staffs receives their salaries by the 12th-15th of the month; while there were two cases where 
the PHC staff received their salaries by the fitfth or the sixth of the month.  Irrespective of 
when they receive their salaries, it takes about 10-12 days to complete the entire procedure 
of bill preparation, submission, scrutiny and authorisation to actually receive the salary.  

The Case of Lower Allocation than Actual Demand 

It was observed that if the grants allocated to the PHCs turn out to be less than the actual 
requirement, then in case of salaries, the PHCs can receive the full entitlement from the 
BDO. For example, Rs. 20,000 was demanded for the salary bill and only Rs. 15,000 was 
allocated by the DHO. The PHC brought this to the BDO’s notice, put in a claim and 
withdrew the entire salary grant of Rs. 20,000. Exercising such an option, however, is not 
possible for non-salary items. 

Such allocation of grants lower than required is also called as grants in ‘minus’. The 
withdrawal of the shortfall for salaries is known as that on ‘guarantee’ basis. When such 
withdrawal on guarantee takes place, the PHC must keep a record that funds received were 
less for a particular month. It also has to follow up with the DHO for the difference; for 
example, a PHC brings to the notice of the DHO that the salary bill was Rs.20,000 and that 
allocated in cash flow was only Rs. 15,000, thus there was a shortage of  Rs.5,000. The DHO 
staff makes note of this and releases the salary bill the following month with the difference 
from the preceding month added to it. 

The study found neglect of budget and demands for the non-salary line items throughout 
the system. Based on the interview observations, while the salaries at the PHC level were 
being withdrawn based on ‘guarantee’, no such practice for demanding   additional grant in 
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the case of non-salary items was being followed. Some respondents also mentioned that 
withdrawal for non-salary items was not always done on a monthly basis, as these bills were 
submitted when informed by the BDO or the DHO. Respondents said that this was mainly 
because the withdrawal of non salary items was based on the available allocations with the 
BDO.  

In the case of one PHC, it was observed that the PHC had asked for allowances for TA bill 
and miscellaneous office expenses at the end of March 2011, and also included pending 
demands of 2008-09 and 2009-10. According to the respondent, the demands were always 
partly met. Some PHCs had also reported that most of the non salary items, such as POL and 
Miscellaneous Expenses were now being taken care of from NRHM funds. For example, one 
PHC’s need for POL funds was met from NRHM funds, since they received only about Rs. 
10,000 from the regular budget at the end of March for the full year; another PHC had no 
grants for Miscellaneous Office Expenses from the DHO office, so the facility used Rs. 25,000 
from NRHM 

During field work, it was observed that the way in which the PHCs demanded grants in the 
letter was not systematic. It only stated the cumulative shortfall of the preceding three years 
and did not specify the extent of shortfall year wise. For PHCs, receiving lower allocations 
than demand can undermine motivation. Some respondents had expressed this feeling when 
they said that placing a demand made no sense since allocations were always lower than 
demand. 

Accounts and Budget Record  

The respondents were asked which were the key budget or expenditure records in the PHC 
to which they had easy access, and most of them replied spontaneously that it was the Cash 
Book and Pay Bill Register.  All the PHCs reported that the Cash books are considered the 
most important, used for recording the accounts transaction. All the receipts received and all 
the payments made by cash or cheque are recorded in the Cash book. The receipts received 
mainly include funds received from the BDO for salary or non salary disbursement. The 
cash withdrawn from the bank is recorded here.  Cash books must be maintained in 
chronological order as and when the transaction takes place. The Pay bill register includes 
details such as month of salary, name, designation, pay and allowance grants for each 
employee and authorised deduction. It also includes the loans and advances to be recovered 
from the salary of each employee. Most of the respondents reported that these are used for 
scrutiny and audit by the oversight (auditors) agencies and validation with the balance as 
per the banks and registers maintained by the Panchyat Samiti (PS) as their expenditure.    

In District B, PHCs who did not prepare budget estimates and did not receive the cash flow 
intimation, kept records of all expenditure transactions in Register No. 14, which was 
mandatory. In District A, one sample taluka recorded the transaction in Register No. 14, 
whereas, the other taluka did not. The Senior Assistant (clerk), who was well informed 
about the mandated account records to be maintained, was asked why the Register was not 
being maintained. The respondent mentioned that the BDO (Panchyat Samiti) received 
monthly expenditure details from all PHCs and such a Register was maintained at the BDO 
level as well. On further questioning, the respondent said that Register ‘14’ was not checked 
by oversight authorities like the THO or BDO and audit agencies.  

The researcher realised during the interaction with the senior accountants at the BDO office, 
that the PS ( 2nd tier of PRI) had to record all the receipts or grants received  and expenditure 
or disbursement incurred by them  in Registers 13 and 14 respectively  in accordance with 
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the accounting rules under the Zilla Parishad and Panchayat Samitis’ Account code rules. 
Maintaining Register no. 14 was a practice started in the PHCs long ago wherein registers 
were provided as stationery by the PS which has been stopped. Besides, there was no clear 
rule or mandate for the PHCs to record the expenditure in Register 14 for accounting 
purposes.         

The senior or Junior Assistant was well informed about the accounts and had been given 
additional charge of 2-3 other PHCs. The Assistant visited the other PHCs three-four times a 
month to carry out basic administrative tasks. It was noted that there were a number of 
vacant posts of Senior and Junior Assistants (clerks responsible for the accounts of the state 
budget) in the PHCs.  In some cases, the Junior Assistants lacked basic skills and had not 
received any training. It was also observed that there was the contractual appointed clerk at 
the PHC for managing only the NRHM accounts. Some medical officers of the PHC, the 
head of the facility and the disbursing officers were unable to demonstrate any financial 
understanding of the working of the budget and accounts.  

In all PHCs under study, it was noted that the budget documents (expenditure related) were 
mostly maintained as loose sheets and badly organized.   

BDO Level 
Whether it is Health or any other department in the Panchayat Samiti, the BDO functions as 
a Drawing and Disbursing Officer (DDO)46 and is the Administrative head of the Panchayat 
Samiti (PS). This basically means that the BDO draws the funds from the Treasury/banks 
and distributes the same to the agencies executing the related activities of the Department on 
behalf of the ZP. Apart from this, the BDO has the responsibility of compiling the accounts 
(all the revenue receipts and expenditure) and reporting to the designated offices, the 
Accounts and Finance Office (CAFO) at the district headquarters (ZP) as guided by the 
Maharashtra ZP and PS Act 1962.  

Thus, the BDO’s role first involves getting information from the DHO (District Health 
Office/Department) regarding allocations to PHCs, obtaining release of funds from the 
taluka banks into which the government treasury allocations are made, and finally 
disbursing to PHCs against bills claims.  

• Receiving Allocation Grant Letter from DHO  

The allocations made by the DHO’s office, that is information on how much is to be 
disbursed to which PHC is conveyed through the grant distribution letter (Table 4.1 
illustrates the cash flow for the salary under various sub heads). As observed from the 
secondary documents, the format of the grant letter sent from the DHO differs slightly in 
both the districts. In District A, the cash flow includes only the allocation of that particular 
month, whereas in District B these details include allocations not only for that particular 
month but also the cumulative allocation from all the previous months and the total. The 
latter gives information to the BDO about the allocated grant at her/his disposal.   

The Table below illustrates the various sub heads (schemes) under major head 2211- Family 
Welfare wherein salaries come out of the plan budget. There are other sub heads at the PHC 
that include salaries from the non plan budget.(Refer to Box 3.1: Budget Heads at PHCs in 

                                                           
46In District ‘A’, the document, Administrative and Financial Powers: Order Book 1996 was referred. The 
document listed new DDO and their financial role and power assigned and the caution to be taken 
while executing the role of DDO.        
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the chapter three) for the list of subheads at the PHC level.  The table also illustrates Plan 
and Non plan classification, which is no longer valid because a number of existing schemes 
and continuing expenditure continue to be under the Plan. 

Table 4.1: Cash Flow Allocation for Salary 

  Allocation of the Grant for Salary for the month of August Paid in June 2011  
( Rs. In Thousand) 
Name of 
the PHC in 
Block 

District 
Family 
welfare ( 
2211 0051) 

Reprod
uctive & 
child 
health 
(2211 
05410  

Expanded 
Program 
of 
immuniz
ation(221
1 0621) 

Leprosy 
Control 
Unit ( 
2210 
E007) 

Rural Family 
Welfare 
Centre( 
22110149) 

Total 

1 2 3 4 5   7 8 
opening balance 0 0 1110 105 10315 11530 
Received Grants 300 150 1200 200 10000 11850 
Total Available 
Grants 

300 150 2310 305 20315 23380 

1 P HC     A   0 0 0 0 100 100 
2 PHC      B 0 0 0 80 130 210 
3 PHC      C 0 0 60 0 80 140 
4 PHC       D 0 0 50 0 120 170 

Note: Similar cash flow is prepared for line items like travel, Miscellaneous under different budget sub heads.    

• Receiving Bills (Salary and Non salary Pay Bill ) from PHCs 

The BDO functions as the Drawing and Disbursing Officer for withdrawing funds at the 
PHC level. In order to withdraw funds for expenditure incurred by them, all PHCs come to 
the BDO office with bills claiming expenditure. At the BDO office, the bills are checked, 
verified and finally the BDO’s authorisation for withdrawal is given. Earlier, the process 
followed was such that the PHC bills were submitted to the taluka Treasury directly by the 
MO and funds were withdrawn. This system was closed down, and under the current 
system, the PHCs submit bills to the BDO first, who verifies and then draws the cheques, 
which are handed to PHCs. It is in this sense that the BDO first draws and then disburses 
funds. Verifying the documents submitted by PHCs is known as ‘passing’ the bill which is 
done by the Accounts Section at the BDO office. The verification includes cross checking the 
bills, ensuring that amounts match, the totals total vertically and horizontally in the Table 
and so on. These officers take note of the details in Register no. 12. After the passing is done 
by the Accounts Officer, the BDO authorises/sanctions the expenditure by signing on the 
bills. Following the BDO’s sanction, the cheques are prepared by the accountant for 
disbursement to PHCs. The Accounts staff of the PS, who are under the administrative 
control of the CAFO manage the accounts efficiently.   
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• Drawing and Distributing Funds   

While information for allocation to PHCs is received by the BDO from the DHO; the actual 
transfer of funds happens through CAFO. The online mechanism of fund distribution is 
limited up to the ZP level, thus transfer of funds from CAFO to BDO occurs through the 
District Central Cooperative Bank to the taluka banks which have the business of the 
government treasury. The BDO further withdraws funds from the banks and transfers the 
same to the PHCs.  

Three out of four Panchayat Samitis reported that they do not have the information about 
the budget estimate as  the line office of each department in the taluka send its budget 
demands for its development work and salaries budget to the respective departments  and 
accordingly, it is included in the general budget. The views of many respondents were 
summarised and this is what they conveyed, “How much has been allocated to a taluka is known 
by the DHO. Since they have a budget, they know what is the staffing position, salary requirements 
and other requirements of expenses. Our office or I don’t know what the budget for the taluka is or 
what will be the grant which will be received. The BDO office remits as directed by the DHO ” 

 According to a respondent at the BDO office, 

“The role of PS  (BDO) is related to finance distributing and accounting. They do not receive budget 
estimates proposals from PHCs, besides; the budget in principle is not their work. The respective line 
office of each department manages the budget on its own, for example, each department like 
construction, animal husbandry, etc. send its budget demands for their development work and salaries 
budget to their respective departments and accordingly it is included in the general budget. Thus, 
PHCs send their budget directly to DHO office.” 

• Managing ‘minus’ grants or withdrawal on ‘guarantee’ 

One issue is how the BDO level manages minus grants (referred in the section on PHC level 
above). It was explained by the most of the   Accountant from the CAFO and BDO office, 
that the BDO office receives remittances for 14 different departments from ZP.  The BDO 
office receives all the funds in the same cash book, so an adjustment is possible if some 
savings are found in some of them. The difference is then adjusted in consultation with the 
CAFO. As one respondent mentioned, “If health is in minus, they may have funds from education 
which can be used...If one PHC was provided 5 lakhs and their spending was 5.5 lakhs, even if they 
took out Rs.10000-Rs.20000 from one department, if 5 departments’ savings are used, the difference 
can be filled.” 
 
Thus the BDO who has no role in budget formulation, has a significant role in finance 
management at the taluka level. 
 
• Record Keeping 

The two most important records reported by all the respondents at the PS and the ZP are 
Register of Receipts (Register  no. 13) and Register of Expenditure (Register no. 14), which 
show account transactions in detail with the abstract at month end and progressive balance 
of the funds with PS. Maintaining these two registers are also guided by the Rules47.   The 
Rules also direct the BDO’s office to prepare a monthly account of the statement of receipts 
and revenue expenditure and send it to the CAFO, ZP.  At the end of the financial year, the 

                                                           
47 Zilla Parishad and Panchayat Samitis’ Account code 1968  
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BDO prepares the annual account48 with the details of the receipts and expenditure and 
submits it to the ZP, which forms the part of the ZP annual account statement document. 
The PS records the transaction for accounting purposes used for reporting at the taluka level. 

DHO- CAFO Level 
When it comes to the disbursement processes, the DHO or other Heads of Departments 
(HOD) at the ZP function closely with the ZP’s Finance Department Head- Chief Accounts 
and Finance Officer (CAFO). The Officer is a designated Drawing and Disbursing Officer 
(DDO) at the ZP for withdrawal of the State Grant. The DHO using the unique 10 digit code 
checks grant allocation for health in the CAFO’s account on the online system- BEAMS 
available up to ZP (Table 4.2 On line Budget distribution on BEAMS to the ZP in District A).  
The ZP receives the budget grants/allocation for the health budget head (2210 and 2211 are 
the revenue account health budget head) from almost four state departments (R,S,T,O49) 
which are referred to as `Grants-in-Aid' (GIA). Under decentralisation, these GIA are 
provided as Establishment, Purposive and State plan Grants under Sections 183, 182 and 
187, respectively, of the Maharashtra Zilla Parishad and Panchayat Samiti Act, 1961 for 
carrying out various health activities.   

Table 4.2: On line Budget Distribution on BEAMS to the ZP in District A 

 

Note: Grants allocated by the various state departments are shown in the first column. The 
next two columns respectively mention the scheme/object head for which grant is allotted 
and whether the grant received is in the form of Salary (GRANT IN AID- Salary) or GRANT 

                                                           
48 As per the Maharashtra Zilla Parishads and Panchayat Samitis Account Code (MZP&PS) and 
Bombay Village Panchayat 1958 (Budget & Accounts) Section 60.  
49 ‘R’ stands for Public Health Department, ‘S’ Medical Education and Research , ‘T’- Tribal  
Development Department and ‘O’- Planning Department. 

Grant Bills Exp Carry'd -ve 
Bal

Balance

R-01 22110541 -31 GRANT IN AID P 0 0  0  0 0

R-01 22110541 -36 GRANT IN AID-SALARY P 0 1  150000  -340000.000 -490000

R-01 22110051 -31 GRANT IN AID P 0 0  0  0 0

R-01 22110051 -36 GRANT IN AID-SALARY P 0 3  875000  0 -875000

R-01 22100389 -36 GRANT IN AID-SALARY NP 0 2  3200000  -5100000.000 -8300000

R-01 22100531 -36 GRANT IN AID-SALARY P 0 1  400000  -1600000.000 -2000000

S-01 22104606 -31 GRANT IN AID NP 586000 1  586000  0 0

S-01 22104606 -36 GRANT IN AID-SALARY NP 3939000 2  8000000  0 -4061000

R-01 22110149 -31 GRANT IN AID P 0 0  0  0 0

R-01 22110149 -36 GRANT IN AID-SALARY P 0 1  10000000 
 -

19583000.000 -29583000

R-01 22104992 -36 GRANT IN AID-SALARY NP 0 1  1600000  -6700000.000 -8300000

R-01 22105041 -31 GRANT IN AID NP 0 0  0  0 0

R-01 22105041 -36 GRANT IN AID-SALARY NP 0 1  16500000 
 

60000000.000 -76500000

O-44 2210E061 -31 GRANT IN AID P 7500000 0  0  0 7500000

O-44 2210D935 -31 GRANT IN AID P 200000 0  0  0 200000

O-44 22109851 -31 GRANT IN AID P 850000 0  0  0 850000

T-05 22104938 -31 GRANT IN AID P 0 0  0  0 0

T-05 22104876 -31 GRANT IN AID P 1.3E+07 0  0  0 12750000

T-05 2210D982 -31 GRANT IN AID P 250000 0  0  0 250000

R-01 22110621 -31 GRANT IN AID NP 0 0  0  0 0

R-01 22110621 -36 GRANT IN AID-SALARY NP 0 1  1200000  -2184000.000 -3384000

O-44 22109822 -31 GRANT IN AID P 1770000 0  0  0 1770000

R-01 2210E007 -31 GRANT IN AID NP 8000 0  0  0 8000

R-01 2210E007 -36 GRANT IN AID-SALARY NP 100000 1  150000  0 -50000

T-05 22104858 -31 GRANT IN AID P 962000 0  0  0 962000

T-05 22102935 -31 GRANT IN AID P 0 0  0  0 0

O-44 2210D953 -31 GRANT IN AID P 200000 0  0  0 200000

T-05 22104885 -31 GRANT IN AID P 0 0  0  0 0

T-05 22104831 -31 GRANT IN AID P 0 0  0  0 0

O-44 2210D944 -31 GRANT IN AID P 420000 0  0  0 420000

NP/P
JulyGrant 

No
Scheme-Object Object Description
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IN AID for non-salary line items.50 The fourth column mentions Plan and non-Plan 
classification of schemes. Following these, various details for the grant as applicable to the 
month are mentioned.  

Source: Screen print from Budget Estimate, Allocation and Monitoring Systems (BEAMS) 
website; www.beams.intranet.maharashtra.gov.in. 

On further enquiry it was observed that there are various designated grant distribution and 
Controlling Officers at the district, regional, DHS and state levels from whom these funds 
are sent to the ZP. Table 4.2 shows that for the budget sub heads 22105041, 22100389, 
22104992, and 2210E007, the allocations were uploaded by the Dy. Director regional health 
circle based on the instructions received from the Jt. Director, BAA. For the remaining 
budget heads, schemes objects grants were uploaded by another designated controlling 
officer.  For example, grants under 2211 major head were reported to be uploaded by the 
Additional Director- Family Welfare and not the Dy. Director Regional Health Circle. 
Similarly, the designated Controlling Officers of the Planning and Tribal Department upload 
their allocations. There exists a hierarchical chain through which funds flows to the ZP 
operated by different designated Controlling Officers at different levels of governance. From 
the BEAMS it was not simple for the researcher to go online and map all Controlling Officers 
involved in fund devolution, their geographical location of state and district and to identify 
schemes under which funds were devolved to the agencies/spending units.  

While mapping the budget head grant that reaches the PHCs, ‘Public health Primary Health 
Centre (PHC) 22105041’, it was noted that the budget allocation shown was in minus 
(negative) and zero for the salary component.  As far as disbursement of allotted grants seen 
on the BEAMS, it was reported that the funds may not be evenly distributed throughout the 
year or in a particular month; grants may not be disbursed at all. Such cases are known as 
those with ‘minus’ grants. This can also be seen in Table 4.2 where Salary Grant in Aid is 
shown in the negative in some of the cases. The ZP has not received the health budget 
allocated (local sector) on the BDS till August for the Financial Year 2011-12.  

A respondent in District A reported delays in arrival of funds from Health Department 
Secretariat / Mantralaya, 

“There have been no grants released so far. The grants of first four months April to July had already 
been taken on guarantee with help of hamipatra (guarantee) and recently the DHO office had to do the 
same for the month of August.While, salaries have been taken care of with withdrawal on guarantee, 
no bill has been put for non-salary component in first five months of the year. The annual budget for 
the non-salary component of the health department in the district’s was about 70 – 80 lakhs.” 

 

 

 

 

 

 

                                                           
50Includes Telephone, electricity and water charges; Domestic travel expenses; office expenses; Rent, 
Rate & Taxes; computer expense; petrol, oil, lubricants; motor vehicle. 

http://www.beams.intranet.maharashtra.gov.in/
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Specimen Copy of the Guarantee    

In the case of Minus GIA, the withdrawal is 
done from treasury based on a ‘guarantee’ from 
CEO on a letter. Such withdrawal, referred to as 
‘hamipatra’ in Marathi, is made on the basis of a 
rule of Maharashtra Treasury Rule (MTR) 
under Rule no.153 (10). The underlying 
implication of this provision is that funds can 
be withdrawn by backing on ‘awaited grants’ or 
‘guarantee’. The hamipatra thus states that the 
grant is ‘awaited’ and withdrawal should be 
allowed. This is signed by the CEO and passed 
in the Treasury from where the money is 
withdrawn by the CAFO. 

When asked whether the hamipatra is sufficient 
to support all demands of funds, a DHO level respondent explained that only the amount 
for salaries component can be withdrawn on this basis as the rule allows withdrawal on 
guarantee only for salaries. As for non-salary bills, the respondent mentioned that “Till the 
time the grants do not come on the Budget Distribution System (BDS), we do not withdraw any 
money. We do not have the allocation and authorisation thus cannot prepare the bill. One does not 
know from the zero allocation how much grant is sanctioned/approved for the particular year or 
period”. 

To our surprise, nether district seems to have information about the total authorised health 
budget allocation to their ZP. No information on time and magnitude of the transfer is 
reported to be the practice and the major lacunae.  It was observed that a supplement 
document was tabled at the time of budget approval in the Legislature (budget session in 
month of March April) along with the mandatory budget documents. This secondary budget 
is titled ‘Budget Estimates part 3- supplementary to ‘A’ Annexure’, which gives details of the 
budget authorided for the ZP (Table 4.3). The document shows the details of Plan and non-
Plan wise classification of schemes wise grants-in-aid allocated to the ZP. This document 
includes all the GIA that flow from the various administrative departments of the state, but 
not details on expenditure of previous years incurred by these ZPs.  This shows the normal 
practice of allocations is decided upon by the state unit and intimated to district and project 
(ZP) units as well as the Treasury, which allocates funds accordingly. The project units at the 
district accordingly obtain releases of funds from the Treasury based on submission of bills 
and subject to budgetary discipline inherent in the Treasury system. 
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Table 4.3: Budget Estimate furnished under the Grants-in-aid for the Schemes Primary 
Health Centre (22105041)  

Plan & Non Plan Demand No. R-1 Major Head 2210- Medical and Public Health 

2011-12 Subhead –(02)(08) Primary Health Centre (saproyjan – 

code-2210 5041                                                                                                                                                                           
( Rs. In Thousand) 

    36 Grants-in-aid( Salary) 36 Grants-in-aid(non-salary) 

Sr. 
No 

Dist. 
Code District 

allocati
on 

Zilla 
Parishad 
(196) 

Panchayat 
Samiti 
(197) 

Gram 
Panchayat 
(197) 

Zilla 
Paraisha
d 
(196) 

Panchaya
t Samiti 
(197) 

Gram 
Panchayat 
(197) 

 Thane 274035 267114   6922   
 Raigard 162579 157619   4960   
 Dist A 193696 185438   8262   
 Dist B 215467 209174   6293   
 District C         
 District D        
 Total 5877301 3512511   10600   

Source: Budget Estimates part 3- supplementary to ‘A’ Annexure, 2011-12, Govt. of Maharashtra. 

• Allocating Funds to PHCs 

Based on the availability of funds, the DHO has to execute the role of allotment of grants to 
PHCs. The DHO devises allocations for PHCs. Accordingly, these allocations are informed 
to the BDOs through allocation letter-cash flow as mentioned above. However, the actual 
transfer or distribution of funds to the BDO happens through CAFO. BEAMS is available up 
to the district level, thus transfer of funds from CAFO to the BDO happens through the 
Treasury or banks that have the business of the Government Treasury. The budget demands 
received from PHCs in the formulation stage play an important role in determining the 
allocations; however, as mentioned previously in the chapter on budget formulation, the 
budget estimates and monthly salary demands are not sent by all PHCs of the district. In the 
absence of demands from PHCs, cash flow allocations to all the PHCs irrespective of 
whether they have received demands from these facilities is done based on estimation by the 
DHO.  

In the case of payment of salary, the government generally does not default. When asked 
why allocations were being made to the PHCs that did not send budget demands, a 
respondent in District A said, “We have to do it, we can’t help! Then they complain saying there 
are no salaries and it all comes in newspapers”.  

In both districts, it was observed that the DHO followed the practice of devising allocations 
for PHCs over time. The scope or discretionary power of allocation of the budget lies with 
the DHO.  The allocation was made generally less than the demanded amount compelling 
the PHCs to get in touch with the DHO to fill the deficit allocations. To quote a respondent, 
“Say for example, somebody has demanded Rs. 2.5 lakhs, we give them about Rs. 2.25 lakhs or so. 
Basically we send Rs. 20000-Rs.25000 less.” However, despite the cut in demand, the overall 
allocations are done.  
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• Withdrawing Funds from CAFO 

Once the budget and account section of the DHO is sure of the grant online allocation, 
further processes, such as drafting a bill slip in a format defined in the Maharashtra 
Treasury Rule are undertaken (Annexure 4.1 Specimen copy of Draft Pay bill prepared by 
the DHO to be submitted to treasury). The following is the practice explained below. 

                                                                                 Flow chart of the process 
followed at the CAFO   

Health dept issues bills in 
form 29 format as 
contingency funds      

  

Bill submitted to CAFO office 

 

Scrutiny of bills by CAFO 
office (internal audit team) 

 

    Signed by CAFO 

Cheque issued in favour of     
agency  

 

 

Overall, in PHC line one can 
see that multiplicity of 

institutions creates several complications. Authorities like CAFO and BDO who have no role 
in budget formulation, have a strong hold over funds. They as Drawing and Disbursement 
Officers (DDO) are held responsible for maintaining expenditure related information for 
accounting and reporting purposes. This, among other things, also leads to taking away 
controlling power from the DHO to some extent (this will become more clear as we see 
findings from the Hospitals Line). More than anything else, PHCs not having information on 
allocations made to them is a cause of concern.  There is irregularity of information flow 
from the BDO to PHC level on the one hand, while on the other, there is irregularity in 
sending budget demands from PHCs to the DHO. This leads to stagnant budgets year after 
year and demands from the lower level remain unaccounted for.  

At levels of frontline units, Drawing and Disbursement Officers (DDO) are required for 
withdrawing funds. In case of hospitals, the facility heads are designated DDOs; similarly, 
the ZP’s Chief Accounts and Finance Officer (CAFO) is also designated as DDO by the 
Finance and Health Department. The findings relating to processes in each line are 
mentioned below: 

Scrutiny of draft slip, proposal and other set of 
documents are drafted by the Jr. & Sr. Accounts Assistant 
with respect to the budget head by the CAFO office. The 
CAFO signs the documents and the CEO countersigns. 
The Jr. Accounts Assistant in the CAFO office separates 
office copy and final copy and makes an entry in the 
token register for submission to the Treasury (token 
register is meant to get an idea for the number of bills 
submitted to treasury and for validation).  The bill is then 
submitted to the Treasury by the CAFO office, and the 
Treasury gives a token to acknowledge the receipt of the 
bill. The Treasury issues a cheque on the return of the 
token (eight days are required for issuing cheque on 
submission of bill).  Cheque numbers are registered in 
The Register in the Accounts Department of the CAFO, 
and cheques are deposited in the District Fund operated 
in the District central cooperative banks. Depending on 
the nature of the bill submitted by the DHO, the cheques 
are issued to the DHO or if the grant is about the PHCs 
grant salary and non salary, they are transferred to the 
taluka branches or sub treasury for disbursement at the 
block level to the BDO. 
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HOSPITALS LINE 
At the level of frontline services in the hospitals line, the distribution of funds happens 
through the online system BEAMS (Budget Estimate, Allocation and Monitoring Systems). 
The head of the facility in these cases - the Medical Superintendent (MS) at the Rural, 
Cottage or Sub-District Hospital as well as the Civil Surgeon (CS) at the District Hospital - 
are designated as Drawing and Disbursing Officers (DDO) for their own facilities. This is so, 
except in the case of some RHs which do not have such power, in which case, the CS of the 
district functions as the DDO. All these facilities receive grants from the Dy. Director at the 
Regional level.  

The steps involved at the level of frontline units are thus similar to those at the PHC level: 
receiving grant allocation, preparing pay and salary bills, submission of bills. Apart from 
these, the Hospitals Line follows strong control over expenditure from the Dy. Director’s 
office upon the frontline units. Some of the findings relating to this aspect have also been 
brought out.   

• Receiving Grant Allocation 
 
Rural Hospitals, Sub-District Hospitals as well as District Hospitals reported that the budget 
allotment to their facility happens through an online system known as BDS (budget 
distribution system) or BEAMS since 2007. Earlier, there was the system of receiving a letter 
(hard copy of authorisation of the allotted grants) from the Dy. Director Health Circle; in 
some cases, the Civil Surgeon also sent allotment grants letters informing Drawing and 
Disbursing Officers. Now, with the BEAMS, the monthly budget allotted grants can be seen. 
The hard copy of the grant allotment is received later after the grants on BEAMS are 
uploaded. Expressing his opinion, one respondent from the facility level mentioned, “This 
on-line mechanism is more reliable and we keep the printout of each month for our record in the 
facility”. 
 
The details of grant allocation or cash flow are uploaded on BEAMS on the fourth or the fifth 
of every month by the Dy. Director Health Circle. The facility head (the MS or the Asst. 
Superintendent on behalf of MS) looks at the online allotment and the grants under each 
budget head applicable to their facility.  
 
Missing Information on Annual Grants: Problem of operating BEAMS 
 
According to some of the respondents at the hospitals, the grants allotted to the facility for 
the entire year or the grants to be disbursed in the months to come are not displayed on the 
BEAMS. After repeated probing, these respondents revealed that the information was 
available only for a month. Going by this, the facilities have no information about the grant 
allocation in the future to plan their expenditure accordingly. This also meant that they did 
not have any idea of the amount of their annual allocation compared to their budget 
estimates/demands. On the contrary, a respondent of the Sub district hospital in District A, 
who was able to see the monthly cash flow till December, was not sure if the grants shown 
were meant for the full year or only up to December. The respondent explained, 
 
“In general this (grant) is not for the full year, but we assume that this is the full year‘s grant. As of 
today, this is shown as the annual grant, so we assume that this is for the full year and we spend, this 
increases till March with some additions. But as of today, what we see, we need to treat it as for the 
full year.” 
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In yet another case, on asking the respondent whether he was aware of how much grant had 
been allotted to the facility, the reply was rather vague - “They actually divide the total 
amount by 12 and post on the website; assume that they want to give you Rs.1 lakh, and 
then they will precede with Rs. 8,000.” Some respondents were of the opinion that budgets 
are not very transparent and that there is no surety as to by how much allocation will be 
increased. 

 
Whether grants are uploaded for the entire year or not, what is evident from the responses is 
that individuals at the facility level are not aware of it. One is led to make assumptions as to 
what an allocated amount represents, which makes the entire process unclear.  Some of the 
respondents said that budget grant allocation information was not easily available to the 
individuals at the RH level. In a rather interesting reverse flow of interaction, the MS began 
to ask the interviewer questions about the documents collected from the state level relating 
to the district. Looking at the DPC documents and the allocation for health, the MS 
responded shockingly – “We never knew that this is the budget for the district. We haven’t seen 
such a district DPC document before.”  Respondents at the Dy. Director’s level said that the 
facilities do not look at the detailed options on BEAMS, but see only the monthly details. 
One respondent noted that when one goes to ‘show details’, one can view the entire grant. 
The problem of operating BDS is significant at all levels and is mentioned in detail at the Dy. 
Director’s level.  

 

Source: Screen print from Budget Estimate, Allocation and Monitoring Systems (BEAMS) website; 
www.beams.intranet.maharashtra.gov.in. 

http://www.beams.intranet.maharashtra.gov.in/
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• Preparing Bills, Submission, Authorisation and Grant Withdrawals from the 
Treasury 
 
For submitting the monthly salary bills, various supporting documents are required. The 
attachment involves lists of  Government Resolutions (GR)  about the sanctioned and 
regular post of each individual and lists of non permanent posts, a print out from 
SEVAARTH web site51(government portal having the statistical information on staffing 
position of permanent, temporary, vacant post, etc. assigned to DDO).  The Salary Pay bill is 
prepared in the format prescribed by the rule of MTR. The facilities fill the details on 
BEAMS for generating the authorisation slip which is also attached. MS is the signatory of 
the documents as DDO, the entire bunch is then submitted in the Treasury. In case the 
document submitted to the Treasury is incomplete, the Treasury Office puts the 
remark/note on the document and returns it to the DDO.  
 
For the funds received from the Treasury, employee salary is directly deposited into the 
employee’s account, while non salary line items amount is given as a cheque to the agency 
or the amount is withdrawn for further usage. It was reported that after the online BEAMS 
notification of grant allotment or the cash flow, it takes one or two days for the salary to be 
drawn into the employees’ account at the facility level. 
 
If the salary pay bill is more than the allotment in the BEAMS cash flow, the withdrawal 
from the treasury is permitted or accepted by putting a minus sign. Even if there is no grant 
allotment in a particular month, the salaries can be withdrawn based on guarantee.  
 
The online grant allotment represents the maximum limit of expenditure allowed line item 
wise for a particular facility. If the pay bill is higher than that under the cash flow, BEAMS 
does not accept the figure to generate the authorisation slip, approved authorisation for 
treasury withdrawal. As mentioned by the respondent, “Even if say the pay bill is of Rs. 5700 
and the on-line allocated grant is Rs. 5000, we have to submit the bill of Rs. 5000 only”. Thus, the 
amount of the bill cannot exceed the allotment. And the difference amount is in the form of 
pending bills. As mentioned in the formulation chapter, the demand of grants was based on 
the huge accumulation of the pending pay bill of two to three years (refer to Table 3.5 in 
Chapter 3). For example, one hospital had demanded Rs. 1 lakh for POL for the year against 
which Rs.30,000 to Rs.35,000 was received; Rs. 12,000 to Rs. 14,000  was allocated for the year 
and the additional amount provided was meant for settling pending bills. Such pending bills 
are generally settled at the end of the year. The decision regarding provisioning of 
additional amount lies with the Dy. Director and the facility has to send evidence of extra 
bills as well as follow up constantly with the Dy. Director for allotting funds on the BEAMS.  
 
The respondents of the RHs and Sub district hospitals in both the districts shared that there 
had been regular instructions about grants to be spent in the same month as the one in 
which they were allocated in the BEAMS, with no scope of postponing  the expenditure to 
next month. The grants are pulled back and are not authorised to incur expenditure in the 
following month. If expenditures are higher than what is shown on BEAMS, the treasury 
will not accept them. Elaborating the point, he mentioned that earlier, treasury people used 
to pass bills without much more details because the whole facility’s bills used to be 
collectively balanced in March, but now the Treasury does not have permission to do so.   

                                                           
51 https://sevaarth.mahakosh.gov.in/ 
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The study observed thatall sample hospitals (except Sub district and District  hospitals)  
were aware  of  selected usage of online BEAMS  and used only what was functionally 
required such as bill entry, generating the authorisation slip and looking at the cash flow for 
that month considered useful for by them for treasury withdrawal. The BEAMS has the 
added features apart from see the monthly cash flow such as change cash flow forward, 
surrender of the excess grant, filling monthly expenditure statement (MES), MIS to generate 
the report etc., which was not used by all the Rural, Sub district hospitals. It is not clear 
whether the respondent was aware of the option of seeing the grants for the next month. It 
seems that even if they can see allotments for the future, they are not aware till which month 
the allotted grant is applicable and how to change the cash flow–pull backward or push 
forward. This shows lack of knowledge of the online system.  

• Grants lapsed by Controlling Officer: Mechanism of Controlling Expenditure   
 
Complaining about lapsed grants or pulled by the Dy. Director’s office, a respondent said 
that before BEAMS, the practice followed was that at year end (i.e., in March) they used to 
receive funds in order to clear the bill related to TA,  say Rs. 1 to Rs. 1.5 lakhs or so. Now, 
with BEAMS, the funds are given on a monthly basis; if it is not spent in that specified 
period it is withdrawn and in the next month, funds are not allotted. This respondent said, 
“It is like whatever is serviced on your plate, if you eat less they will reduce the quantity next time 
even if you want more”. Recalling an incident where the facility’s grants were pulled, a 
respondent mentioned that the Dy. Director’s office called once on the first day of the month 
asking for a voucher, without which they said that they would pull back the grants. This 
was not possible for the facility as the process generally begins on the fourth or fifth of the 
month. The grants lapsed and they could not do anything. The facility had submitted 
revised estimates later but was not sure when it would be received. Another respondent 
mentioned, “They will ask you whether you utilised that amount (provided in previous month) or 
not, if yes then they will give you the next amount; if not, then we are not sure that they will provide 
it or not the following month, since the previous amount is pending.” 

The rush of expenditure usually happens during the last quarter, especially in the last month 
of the financial year. Some respondents reported that there still exists the practice of 
receiving the budget allocation at the last moment (i.e., 31 March) in the closing month of the 
financial year to rush to incur expenditure, which otherwise would lead to lapse or 
surrender. To illustrate, based on the revised estimate (secondary document) prepared by 
one district hospital, the allocation was made for 2010-11 under the budget head 2211 0603 
for the scheme, ‘School Health Check-up Treatment and Operation of Students in First to 
Fourth Standard’  for the line item Grants-in aid  for non-salary purposes, Rs. 2.50 lakhs  was 
allotted  on 31st March 2011. Since the expenditure was not incurred on that date, the grant 
allocation lapsed.  

The study observed that service delivery units/hospitals lack the flexibility to know the 
information of fund flows and budget, which is essential to understand their financial 
entitlements and also to safeguard against funds being pulled back by higher levels of 
officials. In practice, the controlling mechanism is implemented to curb the unevenness of 
expenditure but still the rush of expenditure remains a problem and can be said due to weak 
information flow on the cash flow to the hospitals.   

The problem is more acute at the hospital level because the Hospital Line renders day-to-
day healthcare to the people, and all the hospitals in the district rely too heavily on 
information and the grant transfers from higher-level authorities. These transfers are 
uncertain and restricted in ways that make their effective use difficult. 
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• Budget Related Information /Documents available at the RH Level 
 
The accounts maintained at the facility include Register no. 14, which has information about 
the grants received and expenditure. Thus, the two files include one for receiving grants and 
the other for expenditure of the bill and payments. In the received grant file, printouts of 
allocated grants month wise and authorisation slips from the BDS are filed. Another register 
maintained is the cash book. It was observed that the expenditure statement is provided by 
the RH to the CS every month, and the CS sends it further to the Dy. Director.  
 
 Statement of Expenditure ( SOE) All the sample hospitals  reported that they prepare the  
monthly statement of expenditure (SOE), which includes  the monthly and progressive 
expenditure schemes wise  for all the subheads applicable to that facility and report to the 
respective Controlling Officers. To illustrate, the grant allotment received from the Dy. 
Director regional office is reported to him and Family Welfare Program Schemes (scheme 
related to the major head 2211) are reported to the Controlling Office of the Family Bureau 
office.   Reports are in hard copy and are hand-delivered.   
 
Reappropriation Statement or Variance Statement: All the hospitals under the study 
reported that they prepare the annual reappropriation (viniyojan lekha in Marathi) or 
variance statement (Table 4.4). It includes information of the Budget/grant allocated on the 
BEAMS and expenditure scheme wise for all the subheads applicable to that facility, which 
is mandatory to report to the respective Controlling Officers.   
 
The respondent said that the grant allotted is authorised by the Controlling Officer through 
the BEAMS, “Now there is no provision of making any change or shifting the grant from one line 
item to another under the scheme”.  He mentioned that the Treasury people used to pass bills 
without much detail, because the whole facility’s bills used to be collectively balanced in 
March, the end of the fiscal year. Now, however, the Treasury does not have permission to 
do so and does not accept the pay bill with the BEAMS authorisation slip.   

Table 4.5 is the statement of one sub head (scheme) ‘Upgradation of Primary Health Centres 
into Rural Hospitals’ under the budget head 221000413 for the RH.  
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Table 4.5: RH Statement of Estimate and Actual Expenditure for Financial Year (FY) 2011-
12 

                  Scheme ; Upgradation of Primary Health Centres into Rural Hospitals,  
                                  221000413   
 
                                                                                                          (Rs. In Thousands) 

Line items  
Approved 
grant 
2010-11 

Final 
received 
grant 
2010-11 

Actual 
expenditure 
2010-11 

Reason for 
difference 

Estimated for year 
2011-12 by estimating 
officer 

1 2 3 4 5 6 

Salary 5220 5220 6721 Excess due to 6 
pay commission  6858 

TA 68 58 54 (-) surrender  110 
Office expenses 78 66 66 (-) surrender 200 
POL 16 11 11  40 
Rents, rates & taxes 22 22 22  250 
electricity and 
water charges 10 10 10  200 

 motor vehicles      35 
        Source: statement collected by RH; column 6 added from the budget demand 
 
Deputy (DY.) Director Health Service, Regional Level  
 
Dy. Directors of the eight regional health circles receive grants online (BEAMS) from the Jt. 
Director BAA and distribute them further to the Hospitals Line and additionally to the ZP of 
the District under the region. The Dy. Director functions as a budget grant allocating, 
authorising and Sub controlling Officer52at the regional level. Grant uploading online on 
BEAMS in the form of cash flow (monthly or a period) authorises the DDOs of the facilities 
at various levels to incur expenditure by allowing them to withdraw funds from the 
Treasury. There are around 22 budget sub heads operated by the Dy. Director. Of these, 
about 10-12 sub heads known as the “state sector” heads are directly under the controlling 
and monitoring  authority of the Dy. Director.  The remaining sub heads are ‘grants-in- aid’ 
to the ZP known as the ‘local sector’. The Dy. Director office for this local sector grant only 
allocates the budget grant online on BEAMS and authorises the CAFO to withdraw without 
any controlling of grants or monitoring expenditure.  
 
Methods of Controlling Grants and Redistribution 

It was observed that the methods adapted by both the regional offices to ensure that there 
were no unspent grants at the facility level were starkly different. In one case, grants 
unspent during a month were carried forward to the next month, whereas in the other, the 
grants were pulled back by the regional office.  The detailed findings of both are mentioned 
below with the illustration given by the respondents. 

 
  

                                                           
52 Chief Controlling officer is Jt. Direct, BAA. Sub controlling Officer at the regional level responsible 
for the departmental matter at the regional circle for eg. budget related to  hospitals, ZP grants, Plan 
Grants to the District Planning Council . 
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Carrying Forward Grants  

A respondent mentioned that a Controlling Officer (Dy. Director) has the authority to 
change the cash flow. According to the respondent, it was possible to carry forward grants 
to the following month, if a particular facility had a balance of unspent amount from the 
previous month. The respondent explained that if one facility had unspent amount under 
some line item for a particular month that can be carried forward to the next month. In such 
a case, the expenditure in the next month is then treated as cumulative of the unspent 
amounts from the previous month. This cumulative amount is thus available for 
authorisation. Giving an example of this, the respondent said, “Say in one RH, the monthly 
cash flow for line item OE is Rs. 5000. If in April, there is an unspent amount of Rs. 4000, then the 
cumulative balance of Rs. 9000 will be shown in May. If in case, this again remains unspent entirely, 
it can be carried forward and the balance shown in June will be Rs. 14000.” 
 
As for spending the allotted grant, the respondent mentioned that, “We expect that they 
(facilities) incur/book expenses in that month or at least in the next two to three months. By 
December, we expect them to spent at least 60 percent of the grants.  If they are unable to book the 
expenses, leading to accumulation of funds, then we ask them to surrender grants.”  
 
Withdrawal/Pulling Back of Grants  

Another respondent (Dy. Director) of another Health Circle mentioned that as per the cash 
flow on the BEAMS, the expenditure should occur from month to month. In order to pattern 
incurring  expenditure as per the cash allocation and to avoid the situation of unevenness of 
expenditure during the year that spikes during the last quarter of the financial year and to 
control the unspent amounts (surrender of savings)  as controlling of expenditure, the DDOs 
of the facilities are instructed to adhere strictly to the cash flow. Explaining the reason for 
withdrawal or pulling grants, the respondent mentioned, “We have to tell them that if you 
don’t spend, we will take back the grant and give it to someone else who requires it. Because this (not 
spending) means that you do not require it!” The respondent also claims that as a matter of 
experience, funds for the rest of the year are received based on the initial expenses up to four 
months and they provide repeated reminders to the facilities asking them to spend all the 
grants availed.  
 
Reallocation and Reappropriation of Grants 

As the regional head, the Dy. Director health services  has been delegated with the power to 
reallocate grants in accordance with the rules prescribed in the ‘Manual and Financial 
Powers, 1978’  and MBM under the Rule 155’. The Dy. Director is authorised to reallocate 
from one facility to another under the same line item/object head. For example, if one rural 
hospital has underspent grants for diet and another requires more, then the Dy. Director can 
reallocate these excess funds to another RH that needs more diet funds. The facility with 
underspending is asked to surrender grants or the grants are pulled back by the Dy. 
Director. The same is allocated in turn to the other facility. Such reallocation is formally 
communicated to the DHS, the Jt. Director, BAA.  

Reallocation of grants from one object head/line item to a different line item under the same 
sub head can be done with permission from the DHS (Jt. Director, BAA).Giving an example 
of this, a respondent at the Dy. Director level said, “Last year, we had a balance of around Rs. 4-
5 lakhs in the line item Office Expense (OE) line items. Approval was sought from the BAA by 
sending a proposal and we got clearance”. The respondent explained the procedure in detail. 
Based on the excess balance ’saving’  showed online, a print out of the same is taken 
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attached with a note for reappropriation (in Marathi Punorathan Prasthav) and submitted to 
the BAA. The note mentions the amount that remains unspent, the line item to which it 
belongs, the reason why it remained unspent, and the line item to which it is to be 
reappropriated. This is illustrated in the respondent’s words, “We have 4-5 lakhs unspent 
amount as balance since OE which was distributed on cash flow was sufficient for RHs. Now we have 
the balance, so we want to reallocate this to other line items like electric bill payment or phone bill 
payment. We see to it that they (facilities) don’t lapse the cash flow.”   

Equal Grant Distribution for certain Line Items all Rural Hospitals    

Secondary documents showed that for line items on T.A and POL, equal grants as cash flow 
was prepared for all the RHs. A respondent mentioned that in one case, when grants 
received are less than the requirement, the Dy. Director’s office distributes cash flow equally 
to the facilities and keeps some bills pending. The respondent in another circle held that 
every time the grants are received, it is the Dy. Director who determines whether the 
distribution should be made on an equal basis or based on the criteria like demand received, 
earlier expenditure, etc.  

Specifically, with respect to distribution of TA grants, a respondent mentioned that it was 
equal in all the facilities in the circle, and the reason given was, “For each RH there is a meeting 
to be incurred by the Medical Superintendent and the Asst. Superintendent has to travel to report, so 
they have to incur Travel expenses. Thus I have given the cash flow of Rs. 5000 to each”. 
Respondents from both the circle offices held that if one facility is provided more funds than 
the other, then the rest feel bad, thus they have to do equal distribution.  

The practice of equal distribution of grants is also being followed for certain line items (TA) 
by the Controlling Officer. The process of budget allocations and decisions on spending is 
almost entirely top-down, and the hospitals depend exclusively on the Controlling Officer.  
Reallocation, reappropriation of the funds to the line items that have a demand shows that 
the Regional Administration-Controlling Officer has discretionary powers over the 
allocation/resources actually received by hospitals.  

Expenditure Monitoring   

The Dy. Director’s office functions as a monitoring authority for the expenditure incurred by 
the DDOs to which they distribute funds. The Controlling Officer executes the mechanism to 
update information regarding the progress of the expenditure incurred by the disbursing 
officer and seeks a monthly statement of expenditure (SOE). Each disbursing officer thus 
provides a statement of expenditure (SOE) for the month and progressive expenditure.  
Statements of expenditure (SOE) are sought in the prescribed format statement   in   ‘Form 
no. 9’ according to Maharashtra Budget Manual Rule 155 (i). After receiving the SOE from 
all the DDOs, the Controlling Officer prepares the consolidated statement in the register of 
expenditure known as ‘Form 10’. This is then used by the Controlling Officer to monitor the 
expenditure against the budget allocations and to reconcile with the Accountant General’s 
office (external oversight agency) for accounting purposes. The Controlling Officer calls 
mandatory monthly meetings every month which discusses the expenditure statements of 
each district and facility, as well as reasons for any variances. This meeting is held on a 
specific date every month and is attended by the Administrative Officers of all the districts, 
the CS as well as the DHO.  

Most of the respondents in the Hospital Line and the Controlling Officers (Dy. Director 
Health) reported that there is an institutionalised process according to the provisions of the 
Maharashtra Budget Manual (MBM) in the matter watching the progress of expenditure that 
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every disbursing officer forwards the Statement of Expenditure (SOE) to the immediate 
superior Controlling Officer.   

Another way of monitoring as mentioned by the respondent is to monitor the number of Pay 
bills submitted by the DDO online BEAMS for authorisation. Giving an example of this, a 
respondent from the region mentioned ‘Last year in the case of one district it so happened 
that the expenditure on the system was shown very large compared to grants given. When 
we scrutinised, it turned out that one bill was mistakenly generated 25 times on BEAMS’. In 
such situations, one needs to go to the Directorate of Accounts and Treasuries to correct this. 
Thus, the Controlling Officer holds the key role in grant disbursement and controlling 
expenditure.     

Receiving Grants from Jt. Director, BAA and Grant Distribution to DDOs  

The Dy. Director first receives grants online and the hard copy of the letter comes later from 
the Jt. Director, BAA. Both the circle offices under study mentioned that the cash flow is first 
received for two months, April-May and then for seven months, June to December. The Dy. 
Director regional circle office prepares the cash flow for hospitals based on annual and 
revised budget estimates received from the different facilities. Initially, draft cash flow is 
prepared in an excel file which gives an idea about the demand placed by the facilities. This 
helps the Dy. Director to decide on distributing the budget grant to different facilities. In 
case  of  distributing grants to the ZP, the Dy. Director receives instructions in the form of a 
hard copy from the Jt. Director, BAA stating the amount to be distributed (Annexure: 4.2 
Budget grant allocation received from BAA to be distributed to the ZP as GIA) . Since the 
Dy. Directors do not receive health budget estimates from DHOs, they are unaware of the 
demands made at the time of budget formulation. 

It was reported that there was uncertainty whether the budget grant allotted would be in 
line with the proposed estimates. A respondent said, “The cash flow received is sometimes more 
and sometimes less”. However, expressing certainty over receiving funds, another respondent 
mentioned, “It is not that the government payments will be stopped. We are sure that the payment 
will be made, if not today then the next time”. In case of lower grants allotted, the demands are 
raised during the four, eight and eleven monthly revised budgets. 

Distribution of Revised Grants at the closing month of the Financial Year  

The grants of the revised budget, eleven monthly take place at the end of the financial year, 
grants are generally received by the office on the last day of the year, that is, 31st March. 
Respondents in both the regional offices, Dy. Director Level, reported that even if grants are 
received one or two days (closing month of the financial year) before 31st March, the staff at 
the office, sits up until late in night to ensure that all funds are distributed. This  clearly 
reported that the practice of receiving the budget allocation/grants at the last moment   still 
exist pushing hard to incur expenditure ultimately lead to lapse or surrender  by the DDO’s 
at the district level. 

Expressing anguish, the respondents shared the difficulties of opening the BEAMS online on 
the last days of the financial year as tere was too much of traffic on the website resulting in 
slow functioning or outage. Thus, at the level of the facilities, they were unable to open 
BEAMS to take a copy of the authorisation slip in order to withdraw funds from the 
Treasury. Further, the withdrawal needs to be made before the Treasury closes for the day.  
Funds not withdrawn get lapsed. In the respondent’s words, “If there is an internet problem, 
even when we put grants, it is not possible for them (facilities) to get grants. Everything goes in 
vain.” Despite grants being allocated, the facilities lose the allocations. Referring to a case 
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where grants lapsed on 31st March, the respondent mentioned that the facility from one 
taluka reached the Treasury at 7:45 p.m. and the Treasury refused to take the bill saying that 
there would be no change in the 8 p.m. shut down. They requested several times but the 
Treasury did not listen and thus the facility’s grants lapsed. Such a phenomenon is called 
‘underutilisation’ of funds on the facilities’ part at the time of reappropriation.  

Problem of Operating BEAMS 

BEAMS, online computerised system developed by the Finance Department, Government of 
Maharashtra, is used to distribute the budget and to authorise expenditure, monitor the 
expenditure against the predetermined targets by providing the expenditure data to the 
Government. The system enables the Controlling Officers to modify the grant allocation 
provided to the facilities.  Having seen the operation functionalities in the above section 
some of the problems reported by the respondents as follows:   

Referring to an instance of the facilities’ inability to operate BEAMS, one respondent shared 
that even when it comes to surrendering the grants through BEAMS, facilities do not do so 
and instead ask the Dy. Director’s office to withdraw grants. Explaining the extent of 
inability of some of the staff in operating BEAMS, the respondent mentioned “They can’t take 
out BEAMS of the salary which they receive. They go to the cyber cafe’ to take the authorisation slip 
and also give them the password”. 

When asked whether any sort of training was provided on how to use BEAMS, a respondent 
said, “No training has been provided to anyone. Government has only provided computers.” 
Referring to the only orientation/training provided on BDS, the respondent explained that it 
was held for one day with about 2000 people from all the districts of the circle together in a 
huge hall. Some details were explained that could not be understood by the participants. 
According to the respondent, about 80 percent of hte people attending this training had no 
knowledge of the budget distribution system or the computer.  

A remarkable example of individual effort to learn BEAMS was the case of one respondent 
who learnt from others, trial and error and developed a very good grip over the system. In 
her own words, “I had once sat up till 2 am and learnt BDS from someone. My colleague was also 
present but he still doesn’t understand anything.” The Dy. Director’s office includes different 
tables/desks different budget heads: this respondent operates other heads which are not on 
her desk since not everybody can operate BDS.  

Though BEAMS system has significantly improved in terms of timeliness of authorisation of 
the budget grants and monitoring, some operational problems exist, such as slow operation- 
efficiency in using the BEAMS, at the district level and below, frontline services provider 
staff not competent to handle the system due to lack of training, lack of ability to use the 
features to change the cash flow thus the amount /budget get lapsed. 

To conclude, the Dy. Director plays crucial and a larger role authorised by the various 
budget rules, the Officer is the immediate Controlling Officer at the regional level for the 
DDOs located at the district. As seen in the previous chapter for the hospital he/she receives 
the budget demands from the estimating officers or the DDOs of the facilities, prepares cash 
flow for hospitals based on annual and revised budget estimates received from different 
facilities and uploads them on the BEAMS. At the regional level the Dy. Director, as 
Controlling Officer is authorised to reallocate, redistribute/ reappropriate grants from one 
facility to another for selected line items under the same subhead line item/object head 
subject to certain rules and conditions, watch the expenditure through SOE received by 
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him/her in periodic meetings monitor through periodic progress reports etc., probe excess 
expenditure and anticipate savings. The role of internal auditor is discussed in the next 
chapter on oversight. The regional office, Dy. Director, holds a substantial amount of 
disaggregated information both administrative and financial proceedings - records, 
unpublished/official documents reported to for their internal usage. None of the Dy. 
Directors shared the budget estimate or actual expenditure with the researcher and some of 
the DDOs reported that the officer in terms of sharing the information is less transparent to 
subordinate DDOs.  

The Dy. Director keeps specific formats for recording the receipts/expenditures and in order 
to partially rectify this intrinsic reduction in transparency, it is suggested that the 
Controlling Officers produce and publish as much information as possible about the budget 
estimates received, allocation and redistribution to DDOs/hospitals.  

Jt. Director, Budget, Accounts and Administration 
This office is often referred to as the Controller’s Office, but according to the respondent, “It 
is better not to use that term.” Explaining this, the respondent mentioned that controlling 
means who controls the grant distribution or has the overall supervisory job regarding 
expenditure. Giving an example of frontline services, whatever funds this office receives it 
distributes to the eight circles or regional heads, while the basis for distribution to RH, SDH 
or DH is judged by the circle office. Therefore in that sense, those offices become the 
controlling offices. Similarly, the Bureau Chiefs -Joint Director or Additional Directors of 
malaria, filaria and water borne diseases; TB BCG leprosy program; Dy. Director of Public 
Health laboratories, Dy. Director transport, Dy. Director for publicity and IEC, etc. also have 
their Controlling Officers.  

The office of Jt. Director monitors the progress of the expenditure online and anticipates 
saving (surrender of non utilised funds) or puts the collective demand for obtaining 
supplementary grants/excess. Apart from this, the office has a significant role to play in the 
reappropriation of grants, which basically includes approving the redistribution of allotted 
grants and ensuring accounts booked by the treasuries by Controlling Officers are in line 
with the accounting practices.  

The key steps involved in the distribution process as performed by this office are receiving 
grants from the Secretariat, Public Health or Finance Department, distributing grants further 
to the Dy. Directors and other officers and redistribution. The office has the important role in 
oversight (see chapter Oversight - Internal and External Audit).   

Receiving and Distributing Budget Funds 

The Jt. Director, BAA receives budget grants for all the sections falling under DHS and 
further releases funds online to various controlling officers and DDOs53. As mentioned 
before, all the grants relating to budget head 2210, are sent to this Controlling Officer for 
further distribution. According to one of the respondents, the plan grants (details on Plan 
health budget in next chapter) were previously distributed by the Planning Cell in DHS, but 
now this section distributed the non-plan grants only. It was reported that since this year 
2011-12 that distribution of Plan budget of 2210 (major head for head) is also routed from 
this section. 

                                                           
53Drawing and Disbursing Officers are placed in different areas and make drawals from the 
respective treasuries for disbursement within their jurisdiction. There are more than one Drawing and 
Disbursing officers under the control of a Controlling Officer. 
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From the Jt. Director BAA, the budget funds are further disbursed to the eight Dy. Directors 
at regional health circles level and to the various Bureau Chiefs -Joint Director or additional 
directors–of malaria, filarial and water borne diseases; TB BCG leprosy programme; Dy. 
Director of public health laboratories, Dy. Director transport, Dy. Director for publicity and 
IEC, etc. at DHS level. Along with online distribution of funds, this office also issues a hard 
copy of distribution.  

Delayed in receiving the Budget Grant at ZP 

Referring to findings from district level, the respondent from the Jt. Director office was 
informed that the DHO was facing problem of not receiving grants (for salary and non 
salary line items ), and the salaries were being withdrawn on guarantee basis. Explaining the 
reason for this, the respondent said that this year a new GR was issued by the Finance 
Department (FD), Secretariat (dated May 6, 2011) according to which in order to incur 
expenditure on objects of grant in aid salary and grant in aid non salary (respectively 
numbered 31 and 36 in the budget), the ZP needs to take the FD’s approval. Backed by the 
FD’s Government Resolution, another circular was issued by the Directorate of Accounts 
and Treasuries (DAT) for all the treasuries and sub treasuries stating that before accepting 
the pay bills of any kind from the ZP, they must check whether they have a letter of 
authorisation from the FD Secretariat. The respondent said, “The DAT’s boss eventually is the 
FD. So they have to follow the FD’s GR”. Thus, the pay bills remained pending at the ZP level 
in that financial year.  

Till 2008, the practice of releasing the ‘Grants in Aid’ to the ZP was through ‘Ways and 
Means Advances’54. The system of releasing the advance, and the Rural Development 
Department was held responsible for budget accounting of the GIA and recovery of the 
excess grants. With this excess recovery there were issues of none surrendering of the 
unutilised grants by the ZP. Thus, with the implementation of BDS (later rename as BEAMS) 
the GIA are now transferred by the respective administrative departments to the ZPs.  With 
the change in the operational system the one of the respondent at the secretariat health 
Department giving a remark on the move, said, “This is more of a ‘control or regulatory 
mechanism’ on part of FD and may be to keep a check and push them to surrender” . 

Delay in receiving the Supplementary (revised) Grants  

Respondents reported significant delays in receiving supplementary grants (revised estimate 
demands); supplementary demand grants of the four monthly budget the, 
approval/authorisation of which takes place in the monsoon session  (mid July to mid 
August), are often not received until October.   

Expressing the core problem, a respondent said, “The main aspect is that the purpose of 
supplementary must be served. If the grants are released late and remain un-spent up to December, 
then the FD will again object to that.” Supplemental four monthly budget demand should be 
received by mid September at the latest, assuming that the finalising/publishing the 
document, sent to all the departments takes about a month. 

The funds are routed from top to bottom, there are some authorities that allot funds, some 
that distribute them below and the end users draw funds for usage for during health service 
provisioning. Delays in receiving grants (supplementary- revised budget grant) from   the 
Secretariat, Finance or Public Health Department   have been reported by respondents.  
                                                           
54ZP are granted temporary Ways and Means Advances very month to meet expenditure on 
transferred staff, schemes and works under section 100 of the Maharashtra ZP & PS Act 1961 
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The respondent was talking about a particular supplement for diet which was approved/ 
authorized by the legislature, but for which receiving the supplementary grant was pending.  
When asked what they did in the case of non-receipt of grants, the respondent said that their 
office informed the Public Health Department, Secretariat about grants not being released. 
That department further requests FD to release the same or if FD has already released and 
grants are piling at their level then consider the request. On probing further on delay 
occurring at each level, it was understood that once grants are received by this section, 
passing on to the Dy. Direct and further to the facility who demanded it takes two days at 
the most. The main delay occurs in receiving grants from secretariat, Finance department or 
at the Public health department. 

Budget related information /documents available  

The health budget demands of the ZP are received directly by the Joint (Jt.) Director where 
the consolidation of the data subhead /scheme wise is done. The budget related information 
records are kept in the following format: Proposed grants (demand proposed by the ZP), 
sanctioned grants - authorized, disbursed grants, distributed grants in the form of cash flow 
to deputy directors. As one respondent said, “One can still get the records of 10 years back”. 
The expenditure for districts lies with the deputy directors.   

Apart from the disaggregated health data of ZP, most of the information is at the 
consolidated stage form, including the budget demand and the expenditure received from 
the Dy. director and from the bureau chiefs55 are the controlling officers of their respective 
program. It is observed that none of the above information (disaggregated district wise) is 
available in the public domain.  

When asked whether any record of disbursed funds against actual expenditure is available, 
the respondent said, “It is not possible to get the entire state level information like who has 
spent how much and when, etc.  So for the purpose of our information, we take out the 
expenditure related information from BEAMS for all the districts.” These details are 
available on the BEAMS (under MIS option) which include object wise, District wise, DDO 
wise expenditure. The staff at this office thus takes a print of the BEAMS on monthly basis 
and maintains a file of the same. When asked whether this is maintained only for internal 
purpose for office record.   

The study observed that often the controlling officers, Jt. Director, BAA and also Dy. 
Director, claim that expenditure figures are unaudited and express reluctance to share the 
same. However, the Maharashtra Budget Manual clearly states that the ultimate 
responsibility for keeping the expenditure data within a grant lies with the departmental 
controlling officer and not with the Accountant General. It is very clear from the Manual that 
the controlling officers should have the final budget expenditure data. Such avoidable health 
budget information constraints can be addressed by the regional level authorities by making 
information accessible to the public so that the citizens can request actual expenditure 
related information formally from the controlling officers.  

                                                           
55Joint Director or Additional Directors of malaria, filaria and water borne diseases; TB BCG leprosy 
programs; Dy. Director of Public Health Laboratories, Dy. Director Transport, Dy. Director for 
Publicity and IEC, etc. 



97 
 

Secretariat, Public Health Department (PHD) and Finance Department  
Allocations Devised by PHD 

After FD allocates funds online to the PHD, the latter further allocates funds to all the four 
directorates including DHS. Generally, FD releases funds by the first or second week of 
June, and PHD funds are released in another week’s time. Allocations made by FD are for 
both plan and non-plan budget.  

The PHD distributes funds to the Jt. Director, BAA based on the allocations devised by it.  
This distribution is made for both plan and non-plan funds. One may recollect that at the 
time of budget formulation, the Jt. Director, BAA received demands only for the non-plan 
budget.  The budget cell in the PHD provides a cash flow budget in which they include 
month wise grants that are approved by the finance department. 

While the FD has control over the funds distributed to each administrative department, the 
PHD does the same for funds distributed at the Directorate level. The PHD holds regular 
meetings to review plan and non-plan budgets as well as activities. Officers from the 
Directorate level like the Jt. Director, BAA and those from the planning cell visit the PHD for 
this purpose. 

Expenditure Wing in the Finance Department   

For budget distribution, the expenditure cell/wings of the FD are assigned to the various 
administrative departments (around 33-34) under the administrative control of Secretary 
(Expenditure). The expenditure wing /cell no. 13 deals with health budget disbursement.  
While the distribution of funds are online on BEAMS, it gives allocation and authorisation of 
the budget grant allotted for the expenditure of the administrative departments in the 
Secretariat.   

To conclude, the process of budget allocations and decisions on spending is almost entirely 
top-down: districts depend exclusively on the higher level of the authorities, and have little 
influence over budget allocations. The entire process of budget distribution is closely linked 
with the controlling mechanism, each officer who passes on grants to the level below or 
subordinate level of governance becomes the controlling authority primarily responsible to 
keep track of the expenditure through the grants distributed by her/him, authorised to 
reallocate grants. The distributive systems of allocation operating between the state and local 
level (districts) follow the PRI and transfer grants deciding the spending priorities of PRIs 
and also the priorities of the states towards that district.  Another is the parallel network of 
the Health Line department (CS and other health officials such as TB, malaria, blindness 
control etc.)  that functions in the districts. Thus, several parallel structures/systems that 
operates above and below them brings complex issues of allocation, discretion and 
governance. Districts have different budgets for funds coming from different sources. There 
is no institution or process in any state that compiles information that can be treated as the 
annual budget for a district. At the district level, State budget allocations to the district are 
harder to access as there are no district-level consolidated budget documents. 
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CHAPTER 5  

PLAN BUDGET 
 
This chapter focuses on the actual process of planning and budgeting at the district and state 
levels, how funds flow to the districts and encounter during the study around tracking 
budget. 

The planning mechanism in India follows a three tier system, with planning done at the 
Centre, State and District levels. In order to make the planning process more participative at 
the grassroots level, it is essential that people understand aspects such as types of plans and 
the bodies responsible for preparation and implementation.  

Since the country follows a Plan based model of economy, the expenditure of the 
Government is divided into Plan and Non-Plan. As the name suggests, Plan expenditure is 
directly related to expenditure on schemes and programs envisaged in the Five Year Plans 
and which is operationalised through the State Annual Plan. Non-Plan expenditure is the 
expenditure incurred on recurrent expenses such as salaries and non salaries line items as 
well as on operation and maintenance of existing assets (Second Administrative Reform 
Commission, 14 Report, and Government of India). Thus, the Plan in this context includes 
grants which are received from the central government and the resources available with the 
state. In the federal system, many financial resources are transferred from the union 
government every year to every state, such as share of states in the central tax, allocation in 
the form of grants and loans for new and targeted interventions for socio-economic 
development. This close association between the Centres’s planning Commission and the 
state deals with the formation of the Annual Plan Budget, the negotiation between the union 
government and the state government.  The plan outlay (total financial resources deployed 
for budget and Expenditure) devised by the state level departments are approved  by the 
Union and Planning Commission, after which it is put forth as approved/finalized  Plan 
outlay (Annexure No. 5.1 Approval letter from the Government of India (GOI)). 

Annual Plan outlays are segregated as sector wise and sub sector allocations. The sectoral 
allocation which involves various statutory bodies, such as Maharashtra Electricity Board or 
the Road Corporation, deals with outlays meant for power, transportation and economic 
services, which are not budgeted in the state administrative departments. Sectoral outlay for 
the ‘social and community services’ are to promote social development56.Another group is 
Economic Services Sectors, which includes Irrigation & Flood Control, Power Development, 
Industry & Mineral, Transport, Communication, Science, Technology and Environment, 
Agriculture and Allied Services, Rural Development, Special Area Program/Services which 
are of social relevance57. Yet another group is General Services that includes the outlay for 
General Services such as Legislative Assembly, Public Service Commission, District 
Administration, etc58.    

                                                           
56Includes  Education, Sports, Art and Culture; Health and Family Welfare ; Water Supply and 
Sanitation, Housing and Urban Development, Welfare of  SC, ST and OBC ; Labour and labour 
Welfare; Social Welfare and Nutrition and Secretariat of  Social Services Administrative Departments. 
57 State Finance Study of Budgets, Reserve Bank of India, www.rbi.org.in. mention/includes  Rural 
Development  in the social sector.   
58Treasury and Accounts, Police, Jail, Supply and Consumption, Stationery and Printing, Fire Control 
and Protection and other administrative services. 

http://www.rbi.org.in/
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Table 5.1: Annual Plan Outlay, Maharashtra 

Plan Type 

Outlay 2010-
11  Outlay 2011-12 
Rs. 
Crore 

% Rs. 
Crore % 

1.General State Plan 26769.3 70.6 29254.0 70.5 

 General District Plan 3905.24 10.3 4319.5 10.4 
     Total General 
Plan 

30,674.5 80.9 33573.5 80.9 

3. SCSP ( State Plan ) 3217.10 8.48 3431 8.27 

     SCP ( District Plan) 650.01 1.71 802 2.93 

Total SCP Plan  3,867.11 10.2 4233.0 10.2 

4. TSP  ( State plan 2,306.9 6.08 1700 4.10 

    TSP  ( District Plan)  1067.41 2.82 1993 4.80 
Total TSP & OTSP 
Plan 

3,374.36 8.90 3693.5 8.9 

Total Plan Budget  37,916.0 100 41,500.0 100.0 
Source: Approval letter from GOI (Annexure 5.1); Annual 
Plan 2011-12. 
 

Once the total plan outlay for the entire state is decided, the share of Tribal sub plan59 (TSP 
and OTSP-henceforth mentioned as TSP) and Scheduled Caste Sub Plan (SCSP) are 
earmarked. In 2011-12, the total plan was worth Rs. 41,500 crores, of which the funds 
allocated for SCSP and TSP were Rs. 4233 crores and Rs. 3693.5 crores respectively, the 
percentage shares of which come to 10.2 percent and 8.9 percent (Table 5.1). The Department 
of Social Justice for the SCP and the Department of Tribal Development for TSP are assigned 
the role and responsibility of planning and executing schemes, and also monitoring the 
implementation if executed by different implementing agencies/departments. The 
remaining outlay is used for preparing the ‘General State Plan’ and the ‘District Plan’.                                

General State Plan and District Plan     
All the three types of plans, General, SCSP and TSP have outlays devised specifically for 
districts and states, known as District Plan and State Plan, respectively. At the state level, the 
decision as to how much funds should be distributed amongst the District Plan and the State 
Plan is taken by the Planning Sub-committee of the Cabinet (PSC), which includes state level 
ministers of departments like Finance, Planning, ST Development and Social Justice.  While 
the PSC makes all the final decisions in the matter of Planning in the state, the Planning 
Department has general control over all items relating to state level planning and is 
subordinate to the PSC. For formation and execution of schemes, the Planning Department 
issues guidelines to the concerned authorities in the state and districts from time to time. 
These guidelines may range from generic details like sources of funds and better 
mechanisms for demanding funds to very specific guidelines such as focus area, suggested 
increase in budget demand and the distribution of grants. Apart from planning and 
coordinating with various administrative departments, the Planning Department devises 
some plan schemes. An example of this is the scheme for bridging regional imbalance. Apart 

                                                           
59 Tribes comprise marginalised sections of Indian society. According to the constitutional obligatory 
for social and economic development of groups,thetribal development program  was  designed a 
special tribal sub plan. Districts where tribes live in large numbers are declared as tribal areas. 
Similarly, for weaker sections, there is a Special Component Plan (SCP) for Scheduled Castes (SCs).  



100 
 

from the regular schemes, the Planning Department may also come up with new schemes 
from time to time, such as the thirteen recent schemes that address issues of health, 
education and income that were devised for implementation in 125 backward talukas of the 
state.  In 2011-12 as shown in Table 5.1, the State Plan allocation is about 82 percent of the 
total plan, while the District Plan comprises the remaining 18 percent. This level of allocation 
to the district has increased compared to the past.   

At the state level, there are various administrative departments such as the Education 
Department, Public Health and Family Welfare Department, Medical Education and 
Research Department, Rural Development and Agriculture. Further, like any other 
administrative department, the Public Health and Family Welfare Department has various 
Plan components in the budget, to cover new schemes or upgrade or expand existing 
schemes as well as  for new infrastructure or replacement  of infrastructure which are  
referred  to as  ‘State Health Plan Schemes’. The Public Health Plan outlay for 2010-11 was 
Rs. 719.5 crores (Annexure No. 5.1. Approval letter from the Government of India and the 
sector wise outlay), which was subsequently increased to Rs. 792 crores  in 2011-12; this 
comprised Rs. 657.83 crores for budgeted expenses  and a balance of  Rs. 134 crores to meet 
the supplementary budget.   

As a process of democratic decentralisation, the government had adopted the policy of 
balanced development on the basis of district as a unit of planning for formulation of annual 
plans. This was to ensure balanced development with benefit to all parts of the State. For this 
purpose, in Maharashtra, the District Planning and Development Council (DPDC60) was 
established consistent with the Constitution. The DPC is responsible for preparing the plan, 
consolidating the draft plans of the Zilla Parishad, Urban local government, with the 
expectation of addressing local level issues for effective delivery of services in the districts.  
For 2010-11, the total outlay for the District Plan was fixed at Rs. 3750 crore, which was later 
increased by the Government of India (GOI) to Rs. 3905.24.   

In order to understand the DPC grants, the representatives from the Planning Department, 
Secretariat, the District Planning Officer and the District Collector were contacted. 
Government resolutions and circulars were referred to. The following section presents the 
findings on allocation (envelop/ceiling) criteria to DPC based on a predetermined formula, 
the process of preparing and finalising the District Plan Outlay and the Collector’s delegated 
powers.  

Ceiling of the General District Plan Grant   

The allocation to individual districts by the District Planning Committee (DPC) is based on a 
predetermined formula known as Paranjape formula, which assigns weights to various 
factors, including the district’s total population, rural population, geographical area and 
Human Development Index (HDI). All the four aspects are assigned respective weights of 30 
percent, 20 percent, 30 percent and 20 percent. The formula used based on the Government 
resolution is illustrated in Box 5.1.     

Once the ceiling of the General District Plan is formulated by the Planning Department, the 
District DPCs are informed. The exercise of budget separation indicates the allocation of the 
funds that will be available to the DPC to help it plan its activities. 
                                                           
60 In Maharashtra, DPDC is constituted in every district as per Planning Dept. G.R. dated 1/10/1974. 
As per the 74th Amendment of the Constitution (243-Z/D) DPDCs were replaced by District Planning 
Councils (DPCs) which are constituted as per G.R. Dated 15/3/1999. The district collector is the 
Secretary and ex-officio member of the DPC. 
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Once the General District Plan is formulated by the Planning Department, it is informed to 
the District DPCs. Thus, a top- down approach is followed in the District Plans. 

 

 

 

 

 

 

 Box 5.1: General District Plan Allocation Formula - An example of Parbhani District 

The allocation to individual districts done through the District Planning Committee 
(DPC) is based on a predetermined formula known as the Paranjape formula, which 
assigns weights to each of the four indicators: a district’s total population (30%), rural 
population (20%), geographical area (30%) and Human Development Index (20%). For 
2010-11, the total outlay for District Plan was fixed at Rs. 3750 crore (later the approved 
outlay was Rs. 3905.24 as seen in Table 5.1.). The pattern of distribution for all the 
districts in the State is illustrated by the example of Parbhani District given below: 

A] Total population of the District: According to the total population norm, 30 percent 
of the total outlay needs to be distributed across all 35 districts. Hence, 30 percent of Rs. 
3750 crore, Rs. 1125 crore, will be distributed based on the total population of 
Maharashtra State, which is 7,84,19,695. The population of Parbhani district is 13,40,042, 
which accounts for 1.7 percent of the state population. Thus, the allocation for the district 
based on total population norm is 1.7 percent of Rs. 1125 crore, which is Rs. 19.22 crore.  

B] Total rural population of the District: Of the total outlay, 20 percent (Rs. 750 crore, or 
20% of Rs. 3750 crore) needs to be distributed across all districts according to the total 
rural population norm. The total rural population of Maharashtra State is 4,21,97,281, 
whereas that of Parbhani district is 9,06,668. This comes to 2.1 percent of the state’s total  
rural population. Therefore, the allocation to Parbhani district based on the rural 
population norm is 2.1 percent of Rs. 750 crore or Rs. 16.11 crore.  

C] Total Area of the District:  Nearly 30 percent or Rs. 1125 crore of the total outlay 
needs to be distributed based on the geographical area of the district. The total area (sq. 
km.) of Maharashtra State is 3,07,713, of which Parbhani District occupies 6,214,sq.km. 
that is, 2 percent of the state’s area. The allocation for the district is thus Rs. 22.72 crore, 
which is 2 percent of Rs. 1125 crore.  

 D] Human Development Index (HDI): Twenty percent of the total outlay needs to be 
distributed across all 35 districts based on the HDI norm, which is Rs. 750 crore. The 
allocations for HDI have been calculated by subtracting the HDI from 1 and then 
multiplying it with the total population of state/district. The HDI for Parbhani is 0.43 
and the total population of the district is 906668. Based on this, the allocation to the 
district is Rs. 19.18 crore. 

The total outlay received by Parbhani based on the aforementioned four parameters is 
thus Rs. 77.24 crore, which is an addition of all the four types of allocations (Rs. 19.22 
crore + Rs. 16.11 crore + Rs. 22.72 crore + Rs. 19.18 crore). 
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Figure 5.1: DPC Planning Process  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Government Resolution, Planning Department, GOM dated February 16, 2008  

The DPC Budget Planning Process 

The DPC deals directly with the Planning Department. At the time of budget formulation, 
the Planning Department issues a letter providing instructions regarding the budget 
estimation to all DPDCs. The estimates of all the districts are submitted to the Planning 
Department. Similarly, the distribution of grants is also made directly to the District 
Collector who is the Drawing and Disbursing Officer of the DPDC. As a respondent from 
the Planning Department mentioned, usually the process of budget formulation for the 
District plan starts around July at their level.  

First, the PSC’s decision for allocation of funds among State Plan and District Plan is 
communicated to the Planning Department. The allocation criteria for distributing funds to 
DPCs are fixed (as mentioned in Box 5.1). The Planning Department thus communicates the 
allocations of each district to the DPCs and asks them to prepare a plan. The District 
Planning Officer (DPO) calls for the proposals submitted by the implementing agencies, 
such as health or educationOn receiving estimates from the Heads of Departments (HODs) 
of implementing agencies, the DPC scrutinizes their proposals according to the guidelines 
issued61by the Planning Department and submits the final draft to the Collector for 
                                                           
61Such as districts are instructed about allocating proportions in two groups, two-thirds of the outlay 
is to be kept for the core group and the rest for the non core group. The core group includes three 
sectors, namely, agriculture and allied activities, rural development, social and community services 

 

At the District level, the District 
Planning Committee (DPC) works 
under the direct control of the 
District Collector (member 
secretary). As part of budget 
preparation, the main tasks assigned 
to the DPC are to integrate the plans 
of PRIs and municipalities, prepare 
a consolidated draft district plan, 
and submit the demands to the 
Planning Department at the 
Secretariat level. Having estimated 
the budget, the DPC is also 
responsible for the implementation 
of the plan. Overall, the DPC is 
expected to address issues for 
effective delivery of services in its 
district.  

The HODs in the ZP and state line departments submit 
their plan to DPC in July/August of the Planning Year  
and upload their proposal on the Planning Department 
website ttp://mahades.maharashtra.gov.in/MPSIMS/   

 

The demand/Plans are scrutinized by the small 
committee in DPC in August/September and 
rationalized to match with the ceiling limit provided by 
the State Planning Department.  

DPC receives the ceiling of funds available to the 
district from the State Planning Department.  

DPC seeks the requirements from the Heads of the 
Departments (HODs) in the ZP and other state line 
departments/agencies.  

In October, the consolidated plan is presented to the 
General Body ( GB) of DPC. After the GB approves, the 
plan is submitted to the State Planning Department in 
November.  

The committee 
consists of DPO, 
MLAs, Collector, 

President and CEO 
of ZP, HODs and the 

Deputy Director, 
Health Circle 
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approval.  The Collector then holds a meeting of all the implementing agencies and prepares 
the District Plan. This is sent to the DPC for further discussion and the plan is approved 
within the limits of allotted funds. After the approval of the Annual Plan by the Collector 
and Small Group Committee, it is submitted to the Government. The Planning Department 
meets all district collector and looks at the finalised plan, based on which, it is determined if 
any additional outlay is required. This is generally done in December-January every year.    

At present, the District Collector’s function is Member Secretary and he has been delegated 
powers in administrative and financial matters62. The Collector is the Controlling Officer for 
distribution as well as re-appropriation of funds (with prior approval of the DPC) for the 
DPC schemes for that particular district. Earlier, the process for administrative sanction was 
time consuming and lengthy, which included the need for approvals from the respective 
state administrative departments. However, this has been reformed and the Collector has 
been vested with delegated powers for administrative sanction of the budget to avoid delays 
in approvals and fund disbursals to the district. If an infrastructure project is to be 
completed in two years and if there is need for an increase in the already sanctioned 
amount, the Collector is authorised to give an increase upto 30 percent of the sanctioned 
amount. For requisitions above this amount, administrative sanctions have to be taken from 
the Planning Department and the Secretariat. In case some funds are left unspent and funds 
are needed by some other department, the Collector can reappropriate such funds. He/she 
has to notify the Planning Department about the revised plan. Like the SCSP, the TSP is also 
attached to the DPC.   

The Collector as the Controlling officer, receives the grants from the Planning, Social Justice 
for the Special Component Plan Grant and in case the District has tribal population grants, 
they are received from the Tribal Development Department and distributed to 
implementing agencies, such as Civil Surgeon for Hospital Line, ZP for PHC Line or any 
other HOD. The Collector receives grants online (BEAMS) and each implementing officer 
checks the grant allocation in the Collector’s account on the online systems, BEAMS and 
there is follow up with the Collector or DPC office.    

One of the sources through which funds flow in the district to the frontline provider is 
through its own  health line department through various disbursing  agencies (Controlling 
Officer) operating at the state level (as was the case office of Joint Director ,BAA) and the 
regional level (Deputy Director, regional health circle). In the above section, through the 
District Plan, grants from the Planning/Tribal/Social Justice Department are made available 
to the district health officials, that is, the Civil Surgeon and the DHO.  

State Health Plan Budget: Planning Cell, DHS  

For coordinating procedures relating to ‘State Health Plan Schemes’, a unit called ‘Planning 
Cell’ operates at the DHS level. Instructions regarding preparation of the plan budget, 
demands for Annual and Five Year Plans are sent from this cell to all the program officers.  
The planning cell receives demands in the already laid proforma/format (detailing the 
nature of the scheme with service/performance related information such targets and 
achievements, financial and physical progress of the works commensurate with the 
preceding plan period63, and nature of the grant received/used  for the existing scheme – 

                                                                                                                                                                                     
and economic services , while the non-core group includes six sectors such as transport, irrigation and 
flood control, industry and mining and general services. 
62 Government Resolution (GR) dated February 16, 2008, GOM.  
63Of previous annual plan and the progressive status in the Five Year Plan. 
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either central financed or state contributed) and alsoseeks the suggestion and opinion as to 
which schemes the Program Officers want to continue or discontinue; or if they want to 
bring in any change.  After receiving the demands, the planning cell compiles the demands 
scheme wise, vets all proposals of plan demand and prioritises the demand for removing the 
regional backlog64, that is, regional development and the related one of substantive poverty 
in the state. The hard copy of the demand proposals are sent to the Public Health 
Department, Secretariat. All the administrative departments including the Public Health 
Department submit their demand/proposal, filled online on web base software application 
to the Planning Department, Secretariat.  Thus the final approval is done in the PSC.       

At the time of budget distribution, the Finance Department makes online distribution of 
funds to the Public Health Department. From here the distribution is made to the directorate 
level. For both plan and non-plan budget of DHS, the online fund transfer is made to the 
Joint Director, BAA. While demands for non-plan and also the plan budget grants, Grants-
in-aid that are given to the ZP, are received by the Joint Director, BAA and thus they 
distribute directly; for the State Plan Budget, the planning unit plays the role of devising 
allocations. Thus, depending upon demand, fund availability and previous expenditure, the 
planning cell allocates the plan budget and sends it to the Joint Director, BAA. The latter 
does the distribution of funds as per the guidance of the planning cell.    

The planning cell holds monthly meetings to review the progress of expenditure. The Joint 
Director, Planning Cell, holds a meeting. All the program officers and the eight divisional 
CEOs attend with reports of monthly and progressive expenditure. 

  

                                                           
64 The state has been aware of the problems of uneven regional developmentand the related one of 
substantive poverty in the state for several years now. It hadtaken the unique step of estimating the 
‘development backlog’ of the relatively lessdeveloped regions and the investments required to erase 
the backlog ( NIPFP) 
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Figure 5.2: Plan Budget and Expenditure on Health 

 Budget  
Expenditure 

2007-08 

Budget  
Expenditure 

2008-09 

Budget  
Expenditure 

2009-10 

Budget  
Expenditure 

20010-11 

 
Budget  
2011-12 

SCP 1040 1040 271 0 90 0 0 0 1600 
OTSP 882 594 1109 581 1155 558 1108 763 1694 
TSP 15893 12388 12030 4360 10116 2622 12486 9815 14198 
GEN 45662 32335 102236 27178 72001 40251 50739 51664 67526 
 

 

 
Note: Budget and expenditure related to PHC and Hospital Line, major heads 
2210 and 4210 coordinated by the Deputy Director, Planning Cell, DHS. 
 
Case of proposing a new PHC  
 
The ZP DHO office has separate sections/desk officers, referred to as the ‘Planning Cell’, 
who deal after the formulation and coordinating process of Plan Budgets (District/local 
sector – DPC, TSP and OTSP).  The Plan budget both in the General DPC and TSP, as also 
observed in  Table 5.2 in the local scheme, contain  schemes related to the component of new 
construction, renovation, maintenance, and so on.  
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The findings from the tracking 
exercise are presented below: 

In District B, it was observed that 
in one taluka, the Taluka Health 
officer (THO) office  took the 
initiative with the support of the 
local representative to go through 
all the processes at his level, such 
as preparing the note and 
submitting it to the local Gram 
Panchyat (GP) and Panchayat 
Samiti (PS)  for discussion and 
received the approval of the 
general body,  and a declaration 
in the form of an offer letter 
stating willingness to offer the 
land for the proposed 
construction of the new PHC 
submitted to the Collector stating 
that the land ownership right  
would stay with the district 
authority. The Collector refers the 
same to the Chief Executive 
Officer, ZP along with the 
information substantiated 
normative  population norms, number of villages, distance from villages, etc. in the format 
specified by the  planning cell of the DHO office.  

The process is taken ahead by the planning cell, DHO. As reported in Districts A and B the 
general practice is that after receiving the proposal from the THO, for technical 
sanctioning65follow up is done with the engineer of the Public Works Department, ZP.  After 
receiving the technical approval, the DHO proposes the demand in the subject committee 
(Health Committee), ZP for consideration. The proposal is tabled in the ZP governing body 
(final decision making body at the ZP) for final approval/authorisation of the ZP. Once it is 
approved, the approved proposals are sent to the DPC (District Collector is ex officio) to 
consider in the general plan budget of the DPC. The DHO corresponds with the Joint 
Director Planning Cell at the Directorate of Health Services (DHS) which is done by the 
CAO (Chief Administrative Officer of the DHO) during their monthly meeting with the 
DHS (Joint Director, PHC) for approval. (Figure 5. 3) 

Now the situation is that the district-level unit prepared the necessary proposal and sent the 
proposal with the necessary paperwork required to get the project approved through two 
ways, one through the DPC and another to get consideration in the state plan. It is at the 
higher level, that is at the planning and finance department level, where it will be decided 
whether the proposal will be considered as approved in the District Plan or State Plan. This 
will be reflected in the District Plan budget document or in the State Plan document of the 
Health or Tribal or Planning Department.   

                                                           
65Includes parameters such as feasibility in a particular geographic area, estimation of the cost for 
construction and installation of the equipment. 

Figure 5.3: Flow of proposal for Establishment/Relocation 
of PHC/SC 

Letter to GS and PS  
 requesting establishment/relocation of PHC/SC 

 
Panchayat Samiti discusses the proposal in its meeting 

 
Health Committee reviews & sanctions the proposal 

 
ZP reviews the proposal 

 
Forwarded to DPC 

 
Sent to Mantralaya for approval 

 
Procedure takes 2-3 yrs for completion#. 
# A respondent reported the cumbersome procedures involved - that work 
needs to be sanctioned and approved from authorities outside the 
Department of Health, such as the state Public Works Department, issues 
such as land access need to be negotiated, and competent authorities need 
to provide a certificate of approval.  All this requires coordination between 
multiple administrative authorities, which leads to delays in getting 
approval and to start work. 
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As observed from various documents collected in District A, Table 5.2 highlights some of the 
schemes reflected in different components of the plan.  For example, for the scheme for 
‘Construction of Primary Health Centres’, the district as a unit receives the budget grant 
from the General District Plan- 2210 4751 and TSP plan-2210 4876. Similarly, there are other 
schemes; however, the subhead numbers are different for the same schemes thereby making 
it difficult to identify schemes from which funds are remitted to the agencies/spending 
units.  In District A , while  tracking plan budgets on the ‘Construction of Primary Health 
Centres’,  it was unclear whether the proposal for the new PHCs  had stalled at the level of 
technical sanction or at the administrative proposal or at the level of the District Collector or 
at the administrative department (health or tribal department). The basic issue here is the 
lack of integrated and user-friendly data.   

Table 5.2: Multiple Schemes under the common Sub head for Plan Schemes at the District 
Level   

TSP plan  General District Plan  
2210 4876  2210 2934 2210 0558 2210 4751 2210 4769 
1. Establishment 
of Sub Centres 

1. Increase in Medicine 
grants to Sub Centres 

Increase in 
Medicine grants to 
Sub Centres  

  

2. Construction of 
Sub Centres 

2. Providing Special 
Health Facilities in 
Sensitive Tribal Area 

   

3. Establishment 
and Maintenance 
of Primary 
Health Centres 

3. Increase in Medicine 
Grants to Primary Health 
Centres 

Increase in 
Medicine Grants 
to Primary Health 
Centres 

  

4. Construction of 
Primary Health 
Centres 

4. Establishment of 
Primary Health Centres 

Establishment of 
Primary Health 
Centres 

Construction of 
Primary Health 
Centres 

Strengthe
ning of 
Primary 
Health 
Centres 

5. Establishment/ 
Maintenance/ 
Construction of 
Health 
Institutions 

5. Shifting of Primary 
Health Centres from 
Community Health 
Centres 

   

 6. Diet facilities to Primary 
Health Centres 

Medical 
Examination of 
Ashram School 
going Children 

  

Sources : Various documents collected  during the field work in District  A ;  Accounting structure follows 
at the district level are the 8 digits account  system of which initial 4 digit is major for  head ( 2210 for revenue 
account and 4210  capital account ) which remain common across all the sectors of the government and remaining 
4 digit is subhead /scheme name.    
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Hospital Line at the District Level 
Like DHO or other Heads of Departments (HODs) at the ZP, the CS or HOD of the state line 
department   sends budget demands to the DPC and receives allocations from the Collector. 
It was observed that the CS office plays an important role in preparing the proposal as a 
wish list66and sends it to the District Planning Committee (DPC) to consider it in the core 
group category of the District Plan budget (local sector). It was reported that the process 
starts with a letter by the DPC to the Civil Surgeon requesting budgetary proposals for 
purchase of materials and supplies (one of the scheme in core group). The Pharmacist then 
formulates the proposal (this includes demand for thehis own hospital, that is, the District 
hospital and also for the Rural hospitals in the districts)   and sends it to the CS for his 
remarks. The CS finalises the proposal and forwards it to the DPC, which reviews the 
proposal and sanctions it. The sanctioned amount is sent to the Collector, who in turn 
communicates the sanctioned amount to the CS. The grants are released every three months 
through uploaded cash flow on BEAMS, which is later withdrawn from the treasury.  

As observed in Districts A and B, the Plan grant for the purchase of medicines under the sub 
head scheme,   ‘Increase in Medicine grants to community health centres’  is demanded from 
district funds (DPC) by the Civil Surgeon’s office.  Most respondents reported that short 
supply of medicines at the state level is met by using the DPC plan fund for medicines.  The 
CS demand for medicines includes demand both for own institution (District Hospital) and 
also for all Rural Hospitals in the district. As reported in both the districts, the demand for 
the scheme, ‘Increase in Medicine Grants to community health centres’ is guided by the 
financial allocation norms. For the Rural Hospital, the revised allocation norms is Rs. 6 lakhs 
for the RHs in the tribal area and Rs. 4 lakhs for those in the non tribal area per year against 
the old allocation norm of  Rs. 2 lakhs per RH.  After the District Collector and the higher 
authority (Deputy Director, Health Circle) give administrative and technical sanctioning for 
the schemes, the Civil Surgeon coordinates the local purchase.  In this context, a respondent 
reported that out of the total outlay approved in the DPC for the scheme, the district CS is 
authorised only 25 percent for local purchase; 25 percent lies with the Deputy Director, 
regional level for the purchase of laboratory and surgical equipment and 50 percent lies with 
the DHS for the centralised procurement system. 

In a rather interesting reverse flow of interaction, the Medical Superintendent of RH asked 
the interviewer about the documents collected from the state level relating to the district. 
Looking at the DPC documents and the allocation for health, the MS responded shockingly,–  

 
“We never knew that this is the budget for the district or under the DPC. We have not seen such a 
district DPC document before. We collect the medicine from the CS office; we don’t know that some 
procurement are possible at the district level under this plan health budget. We don’t even know 
whether it is procured by the CS or the Deputy Director.  They just call us, ’Come and collect the 
medicines’; we just place our demand and receive the medicines- who does what we never come to 
know.” 

Thus, one can see even with the decentralised scheme of medicine that local purchase is the 
stop gap arrangement for small quantities of medicines.              

                                                           
66  Some of them are Grants-in-aid to Rural Hospital for  line items like supply of medicines (Increase 
in Medicine grants to community health centres ), Diet facilities in health centres, Upgradation of 30 
Bed-Rural Hospital into 100 Bed Sub-District Hospital, Providing additional Facilities/Purchase of 
Additional Equipment in Hospistal  Construction/Establishment  of hospitals, etc.   
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One Rural Hospital has undergone the construction of boundary walls, postmortem room 
and a road inside the hospital. As reported in this case, the administrative approval was 
received in 2010-11, but the work was executed in the current year (2011-12) for which the 
outlay budget was Rs.26 lakhs. It was later noticed by the researcher that the activity was 
undertaken under the DPC fund, under the scheme head, ‘Major Work-district 
administration’ under the sub head 4059 1525. This was different from the usual subhead of 
health budget/expenditure head1. Thus, the DPC outlay and budget was re appropriated for 
the said construction (with necessary approval taken from the DPC and informed to the 
Planning Department) under the recent reform of delegation of power (both administrative 
and financial power) to the District Collector.  

In both the PHC and hospital lines, the Plan budget grant flows to the district through 
various channels, DPC and health line department. The process seems complicated, because 
the information about expenditure data is scattered at many levels, the DHO, CS, DPC and 
tribal office. The DPC has information in terms of the outlay and expenditure for the General 
District Plan, but, it was observed that information about outlays related district plan of TSP 
and the SCP budget of district plan are with the respective agencies. Adding to the 
complexity, the State health plan schemes data are scattered in the various line offices 
operating at the regional and district levels. No single document contains all the basic 
information for budget analysis (Planning Commission, GOI).  

The current system lacks comprehensive information on the plan budget processes at the 
district level, as observed in the plan expenditure data; some form of complied monthly 
physical and financial pprogress reports, monthly expenditure statements, activity-wise 
physical progress  as well as financial progress  are evaluated by the Deputy Director, 
Health Circle. The Deputy Director collects all health plan expenditure from the district and 
reports to the Planning Cell, DHS. A respondent reported, “it is the administrative role to 
collect from the district ZP and other health agencies and compile and report to the DHS.’      

The State Government started publishing the district budget with only the District Plan 
(DPC) Component (Box. 5.2.). The Hon. Governor of the State directed 1 the State 
Government to include non-plan developmental expenditure while working out the above 
details of region-wise allocation and expenditure for all sectors.  
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Box 5.2: District General Plan Budget Document of District B 

The Planning Department, Secretariat has published a separate document, since 2009-10, 
known as ‘Civil Budget Estimates Past II, O- Planning Department: District Plan’. This 
document is prepared separately for each district with information (Budget estimate and 
expenditure data) pertaining to all schemes/matters relating to General District Plan. This 
informatory booklet is presented in the Legislative Assembly along with other mandated 
Budget documents. 

Items  Act Exp 

2009-10 

BE  

2010-11 

RE 

2010-11 

BE 

2011-12 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 
In a rather interesting reverse flow of interaction, the Medical Superintendent of RH asked 
the interviewer about the documents collected from the state level relating to the district. 
Looking at the DPC documents and the allocation for health, the MS responded shockingly,–  

 
“We never knew that this is the budget for the district or under the DPC. We have not seen such a 
district DPC document before. We collect the medicine from the CS office; we don’t know that some 
procurement are possible at the district level under this plan health budget. We don’t even know 
whether it is procured by the CS or the Deputy Director.  They just call us, ’Come and collect the 
medicines’; we just place our demand and receive the medicines- who does what we never come to 
know.” 

Thus, one can see even with the decentralised scheme of medicine that local purchase is the 
stop gap arrangement for small quantities of medicines.              

One Rural Hospital has undergone the construction of boundary walls, postmortem room 
and a road inside the hospital. As reported in this case, the administrative approval was 
received in 2010-11, but the work was executed in the current year (2011-12) for which the 
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outlay budget was Rs.26 lakhs. It was later noticed by the researcher that the activity was 
undertaken under the DPC fund, under the scheme head, ‘Major Work-district 
administration’ under the sub head 4059 1525. This was different from the usual subhead of 
health budget/expenditure head67. Thus, the DPC outlay and budget was re appropriated 
for the said construction (with necessary approval taken from the DPC and informed to the 
Planning Department) under the recent reform of delegation of power (both administrative 
and financial power) to the District Collector.  

In both the PHC and hospital lines, the Plan budget grant flows to the district through 
various channels, DPC and health line department. The process seems complicated, because 
the information about expenditure data is scattered at many levels, the DHO, CS , DPC  and 
tribal office. The DPC has information in terms of the outlay and expenditure for the General 
District Plan, but, it was observed that information about outlays related district plan of  TSP 
and the SCP budget of district plan  are  with the respective agencies. Adding to the 
complexity, the State health plan schemes data are scattered in the various line offices 
operating at the regional and district levels. No single document contains all the basic 
information for budget analysis (Planning Commission, GOI).  

The current system lacks comprehensive information on the plan budget processes at the 
district level, as observed in the plan expenditure data; some form of complied monthly 
physical and financial pprogress reports, monthly expenditure statements, activity-wise 
physical progress  as well as financial progress  are evaluated by the Deputy Director, 
Health Circle. The Deputy Director collects all health plan expenditure from the district and 
reports to the Planning Cell, DHS. A respondent reported, “it is the administrative role to 
collect from the district ZP and other health agencies and compile and report to the DHS.’      

The State Government started publishing the district budget with only the District Plan 
(DPC) Component (Box. 5.2.). The Hon. Governor of the State directed68the State 
Government to include non-plan developmental expenditure while working out the above 
details of region-wise allocation and expenditure for all sectors.  

 

  

                                                           
67 Health head usually is 4210 for capital expenditure or 2210 for revenue account for recurring 
expenditure. Initial 4 digitsare major for health which remains common across all the sectors of the 
government and the remaining 4 digitsare subhead /scheme name. 
68Directives by the Governor of Maharashtra under Rule 7 of the Development Boards for Vidarbha, 
Marathwada and the Rest of Maharashtra Order, 2011, for regionwise distribution of outlays in the 
Annual Plan of FY 2012-13, http://rajbhavan.maharashtra.gov.in/ dated August 25, 2012.  

http://rajbhavan.maharashtra.gov.in/
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CHAPTER 6    

OVERSIGHT - INTERNAL AND EXTERNAL AUDIT 
 

Internal oversight involves management control systems for ensuring compliance with rules 
and regulations, reliability of financial data and reports and for facilitating efficient 
government operations. Effective control over expenditure against the budgetary 
authorisation/provisions remains the key element in the internal control system in the 
administrative departments. The oversight system helps planning, implementing, 
supervising and monitoring an organisation’s activities. The controls  ensure that the entire 
operation at each level of  administrative  operation follows some basic standards in 
guarding against misuse and inefficient use of resources, countering  fraud and error, 
checking maintenance of satisfactory accounting records, safeguarding government assets  
and determining whether budgetary objectives set out in the government policies are being 
achieved.  

Departmental Oversight and Control of Expenditure  

Each administrative department is responsible for oversight and control of expenditure 
against the sanctioned grants and appropriations placed at their disposal. Heads of 
Departments and Controlling Officers, and Disbursing Officers subordinate to them exercise 
this control. As observed in the case of the Finance and Health Department, they have a 
built-in control in the form of inspections, periodic meetings or monitoring through periodic 
progress reports.  

 The Finance Department, which manages the finances through its technical wing known as 
‘Directorate of Accounts and Treasury’ (DAT),  controls and monitors  all the receipts and 
payments/disbursements of the government. The DAT has treasuries at the district and sub 
district levels, institutions from which field-level officers physically ‘draw’ funds allotted to 
them by the government. All treasuries report to the Directorate and also simultaneously to 
the external oversight agency, the Accountant General (AG) (Chart 6.1). The District 
Collector has assigned the responsibility69for general administration and functioning of the 
treasuries under his/her jurisdiction and reports to the Secretary, Finance Department. The 
District Collector does the routine inspections of the treasury. If irregularities of any kind are 
brought to the Collector by the AG or identified during the inspection, the Collector 
personally conducts investigations which are reported to the AG and Secretary, Finance 
Department. Line offices of the DAT at the regional level periodically review and inspect all 
the district and sub district treasuries. As observed/reported, there is the built-in internal 
oversight/control system for the monitoring /control of expenditure.  

The Maharashtra Budget Manual (MBM) guides the control and monitoring of the progress 
of expenditure to ensure that financial operations and its reporting adhere to the laws and 
regulations in order to minimize the risk of errors and irregularities.  The control and 
monitoring is done by reporting mechanism of obtaining Statements of Expenditure (SOE) 
from all the DDOs /Controlling Officers70 in the format prescribed in the MBM.  The 

                                                           
69Guided as per the Maharashtra Treasury Rule Book, 1968. 
70Drawing and Disbursing Officers are placed in different areas and make withdrawals from the 
respective treasuries for disbursement within their jurisdiction. There are more than one Drawing and 
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Controlling Officer consolidates the figures supplied by his/her subordinate offices and 
sends a consolidated statement to his/her Head of Department by the 15th of the same 
month. The Head of Department will consolidate the figures for the Department as a whole, 
and add to them the figures of book adjustments carried out by the Accountant General. 
He/she then prepares a statement in the same form in duplicate and sends one copy to the 
administrative Secretariat concerned and the other to the Finance Department by the end of 
the same month. Theoretically, the manual prescribes the system for monitoring the 
progress of expenditure. While this practice is followed in the DHS by sending a hard copy 
of the Statement, there is the absence of the use of modern computerized technology.  

DHS Internal Audit   
Under the Directorate of Health Services (DHS), the internal audit cell in BAA headed by the 
Jt. Director and assisted by the Assistant Director, BAA , is also entrusted with the internal 
audit and assessment of health grants (Grants-in-aid) given to the ZPs. This officer is also the 
controlling officer who distributes grants to the DDOs, conducts internal audits of their line 
offices just as the Dy. Director; Regional Health Circle conducts audits of SDH, RH. Similarly 
the Jt. Director malaria, filaria undertakes the audit of DMO.   

A respondent mentioned that the staffs allocated for the internal audit functions was 
inadequate and therefore conducting the internal audits of about 700 DDOs proved difficult. 
As an interim arrangement, there was some division and delegation of work. The internal 
audit cell carries out internal audit for all the offices of the Program Bureau in charge, eight 
Deputy Directors, regional circle, civil hospitals and mental hospitals.  

Account and audit is a joint responsibility, as it is the prevalent practice in India. Internal 
audit is set up as part of the Accounts Section. As there is no segregation of duties for 
internal audit and disbursement and accounting functions, there is potential conflict of 
interests that might hamper the effective functioning of the internal audit. Thus as oversight, 
the internal audit is vested with the Controller of Accounts, who is also responsible for 
accounting and disbursement functions.  

The Secretary of the Department, as part of the management, is responsible for the internal 
audit and internal inspection in the department to ensure both accuracy in accounts and 
efficiency in operation.  The Public Health Department had constituted a team comprising 
the Assistant Director, BAA, Chief Administrative Office of DHS and a Pharmacist for 
conducting inspection on a regular basis through the year.  A respondent stated that the 
oversight mechanism was set up in the context of misappropriation/irregularity that 
happened under the line item, ‘Material and Supplies’- an excessive purchase/expenditure 
incurred than that proposed in 2008-09. The team is assigned to inspect store verification 
once a year, actual and balance available and purchase of stores and stocks at the regional 
office of the Deputy Director level, one district in the jurisdiction of the Deputy Director, one 
SDH, RH, and one PHC level of that district.  

Thus there are various mechanisms to control and monitor the expenditure. The 
responsibility for monitoring the progress of expenditure against a grant rests with the 
executive, who is ultimately responsible for keeping the expenditure within that Grant.  As 
reported by the Second Administration Reforms Commission, “Internal controls can be 
regarded as one of the foundations of good governance and the first line of defense against 
improprieties. They also provide the public with ‘reasonable assurances’ that if 
                                                                                                                                                                                     
Disbursing officers under a Controlling Officer. The Head of the Department exercises control over 
his Controlling Officers. 
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improprieties do occur, they will be made transparent and appropriately addressed” (ARC 
14th Report). 

External Audit  
The external oversight is conducted through legislature committees  such as  Estimate 
Committees, Public Accounts Committee (PAC), Panchayati Raj Institutions (PRI) 
Committee  in order to exercise  control over the executive to ensure that funds approved 
have been utilised with due regard to economy and  efficiency, for the purpose intended, to 
reduce bureaucratic corruption and abuse of power. To facilitate the legislative oversight on 
public expenditure and revenue, the Comptroller and Auditor General (CAG) or Accountant 
General (AG) of the State discharges all the duties and performs the dual role of compiling 
the accounts of the state government and conducting the audit of the state accounts and 
placing them in the legislature. Thus, the legislature oversight conducts the ex post scrutiny 
on the basis of audit findings after budget implementation. The Constitution of India has 
provided that the Comptroller and Auditor General of India (CAG) is a high independent 
statutory authority.  The Constitution prescribes exhaustive safeguards for the independent 
functioning of the CAG. The range of audit performed by the CAG includes regularity 
(financial) audit, regularity (compliance with law and rules) audit and performance audit.  
The Audit reports raise many important issues about weak budgetary controls, 
inappropriate accounting, deficiencies in revenue collection, wastage of public resources, 
poor returns on investments, diversion of funds, system deficiencies and numerous 
instances of poor management of public resources. The audit findings assist the legislature 
in exercising control over the executive to ensure that funds approved have been utilised 
efficiently.  
 
This external oversight agency, through its report, has exposed a number of 
misappropriations and system deficiencies. However, one can see in a number of instances, 
that the CAG, when it raises serious concerns, usually makes remarks like  
“response awaited from the department” implying the executive’s inherent tendency to 
evade or subvert external control. 

Audit of Local Government  
For the local government, urban local bodies and PRIs, assessing, supervising the accounts 
and audit are done by a recently institutionalised agency, ‘Directorate for Local Fund 
Accounts Audits (DLFAA)’.  The Maharashtra ordinance71amended the Bombay Local Fund 
Audit Act, 1930 giving new status to DLFAA as a separate directorate to conduct the 
statutory audit of PRIs, certify the Annual Accounts prepared by the Zilla Parishad, and 
prepare an annual audit review report on the financial working of PRIs for placing it before 
the State Legislature for oversight. The Legislative Committee, the Panchayati Raj 
Committee (PRC) call witnesses/administrator to answers questions on 
matters related to the department’s activities and report to the State Legislature.  The 
External audit of accounts of all the administrative departments of  the Government of 
Maharashtra ( GOM) till the point of release of funds through BDS  to the   PRIs (ZP) are 
conducted by the Accountant General, whereas the external audit of accounts of the PRIs are 
conducted by the  DLFAA.  

The oversight is done through democratic set processes, for instance, Legislative committees 
call witnesses on matters related to the Department’s activities and report to the Legislature. 
However, there is a significant time lag in the scrutiny of the audit report, as observed for 
                                                           
71Maharashtra Ordinance No. V of 2011  
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2011-12; the committee has tabled its scrutiny report (available on the website72) of 2005-06 
audit report in the legislature. 

At the  ZP (1st tier of PRIs) as reported in most of the cases, the financial management 
responsibilities rest with the Chief Accounts and Finance Officer , 

(CAFO),  head of the Finance Department which functions under the overall control of the 
Chief Executive Officer (CEO) of the Zilla Parishad.  The CAFO’s responsibilities as 
enumerated in the Legislature Act and rules73 include  

(a) Drawing and Disbursing Officer  

(b) Accounting Officer  

(c) Primary Auditor   

(d)  Financial Advisor.  

To fulfill these critical financial responsibilities, the CAFO office has different sections/units 
such as Budget Unit, Compilation Unit, Accounts and Audit, Payroll scrutiny, processing 
pensions of ex-employees of the ZP etc. The Accounts Section in the CAFO office seeks 
account statements of revenue and expenditure and the variation of the expenditure from 
the final modified grants from the taluka. The BDO, compiles them, verifies its accounts 
with treasury register books and reconciles with the AG office every month to ensure proper 
accounting of the funds, which also help the ZP office to come up with the Annual accounts. 
The mandated Annual account statement74 is prepared and placed before the subject 
committee, Finance Committee of ZP for oversight. The audit section scrutinizes all the bills 
received from the various departments including the Health Department of the ZP. It also 
conducts the internal audit, preliminary checking of all the transactions relating to receipts 
or expenditure likely to be challenged on the application of a primary audit by the DLFAA. 

 

 

 

 

 

 

 

 

  

                                                           
72http://mls.org.in/Vidhanmandal_Samitya.aspx# 
73Maharashtra Zilla Parishad and Panchyat Samiti Act ,1961 and Zilla Parishad and Panchyat Samiti 
Accounts Code 1968. 
74As per the ZP & PS Act, 1961.Para 136 (1). 
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Figure 6.1:  Internal and External Control System through Treasury  
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Given the above context and broad observations, the research findings are as follows:  

Internal and External Audit at PHCs, THO and BDO    
Most respondents at PHC and DHO reported that there is internal oversight (audit) by the 
CAFO, and the external audits are done by district staff of DLFAA and by the Accountant 
General (AG).     

Internal regular audit is done by the CAFO, Head of the Accounts and Finance Department 
in the ZP, once in a year. Apart from regular audit, there is also special oversight where the 
CAFO sends an investigation team for checking the specific activities with the intended 
purpose. Most of the PHCs and the THO office reported that the investigation team or what 
is known as the “audit team” was from the CAFO’s office.  The team visits the Panchayat 
Samiti (PS) office and is accompanied by the accountant from the PS. The team comprises 
usually three to four people headed by one person and it  carries the audit either at the 
CAFO’s office or at the BDO’s office or at times, visits the PHCs/THO. The members of the 
team divide the work amongst themselves - one looks at the cash book, another looks at 
salary bills, equipment, medicines, accounts, musters, service book and so on. As was 
reported in one instance, the special team was appointed by the CAFO to visit  the taluka 
place (PS) to cross check the pay revision (Sixth Pay) calculation done by the PHC clerk, 
check the service books75of all the staff  along with the salary bill vouchers. In another 
instance, it was reported in one taluka in District A that the internal oversight/investigation 
teams visited  the Taluka Panchayat Samiti (PS) office to compile  accounts statements  as 
there was no proper reporting and there was delay in the submission of the statement to the 
ZP and also  to investigate the reason for such delay and non-reporting.   

Many respondents at the PHCs reported that most of the audit observations or 
issues/remarks raised are about the errors in calculating salary increment payment, 
incorrect accounting and incomplete accounting in the cash book, errors in calculating leave 
and privilege leave and its records.  The issues are resolved by following the instructions of 
the internal auditor, making the necessary changes, updating the records and documenting 
the remedial action taken in the watch register76and settling the compliance in the form of 
responding to the objections raised by the internal audit.  In one such case, compliance was 
settled by recovering the excess amount paid to one of the PHC staff. The error observed by 
the internal auditor related to an excess salary increment of Rs. 170/- per month paid for 
almost 10-11 years; thus the compliance was settled with the recovery amount of Rs. 
17,000/-. 

It was observed that there are rules that guide the CAFO in its responsibility for the internal 
audit and periodic checking of account records. It was difficult for the researcher to get 
internal audit tour details, the number and the nature of the audit. The audit report on local 
government77on a number of occasions had raised concern about the weak or inefficient 
functioning of the internal audit system in PRIs (local bodies).   

                                                           
75Employee details regarding the date of joining till his/her retirement, his/her increment, posting, 
transfers, leaves taken, leave without pay, leaves encashed, etc. 
76Register to maintain a record of issues raised by the auditor and the action taken to clear the 
objection.  
77Fourth and Fifth Report of the Comptroller and Auditor General of India on Panchayati Raj 
Institutions (PRIs) and Urban Local Bodies (ULBs) in Maharashtra. 
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External Audit 
External audit for all the PHCs are done by the regional and district staff of the Directorate 
for Local Fund Accounts Audits (DLFAA), generally in the month of September and 
October.  The Accountant General (AG) conducts the test audit held once in a five year 
period. Audits are mostly on accounting and the financial transactions in the PHC, THO and 
BDO.   

In one Taluka in District B, the DLFAA auditor had made some audit observations on PHCs 
in the form of a Half Margin Memo.  A summary report of their observations made during a 
visit, (explained in Box 6.1) addressed to the institution headwas received by the Taluka 
Medical office to respond as compliance. The audit and compliance settlement was for the 
period 2004-05 to 2007-08.  It was reported that the memo was read department wise in the 
CEO’s office, ZP wherein the Chief Administrative Office (CAO) facilitated this meeting to 
seek the responses from the subordinate officers of the respective departments.     

It was observed that the auditor, either DLFAA or AG, follows the procedures for settling 
the objections. The auditor gives time to the agency to respond to audit (objection) findings, 
after which issues and concerns are taken in the form of audit Para in their report. The 
following box (Box 6.1) provides a brief on this process about the audit objection as reflected 
as ‘Para’ in audit report. 

Most respondents reported that objections raised by the external auditors are settled or 
compliance is made by making necessary corrections in the record as instructed and 
recoveries if excess payments are made for miscalculation of the payment. 
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Box 6.1: Audit Process : Field  Day Observations to Para in the Audit Report 
In the audit report, generally, we read that the auditor had to raise the 
issues/concerns/observations in the form of Para on under assessment of tax, irregularities 
and misuse of expenditure, whether expenditure incurred was in conformity with the laws, 
rules and regulations, etc.  How this irregularity para is arrived at is not known to the 
general public. The attempt here is to brief about the process/stages of the audit which are 
ultimately reflected in the audit report.  
In the case of any audit (finance, performance) by the external agency, during its visit to the 
facility or agency/office, they check records, as most of them reported that both the internal 
auditors examine/scrutinize the same records as those for external auditors. On identifying 
the issues and concerns, the auditor team issues a half margin memo, which includes a 
summary of the informatory visit and an examination of files/records to the agency, 
expecting the head of that unit to comment satisfactorily on the half margin memo. If it is 
found convincing, then there is no further probe. 
During the visit to the unit, the auditor collects records and documents for further scrutiny 
at their head office for preparing the draft inspection report. The issues identified in the 
inspection report are forwarded to the respective department heads for clarification, for 
example, if the concerns/observations are related to the PHC, the report are sent to the DHO 
and CEO of the ZP . If the case is of similar nature across departments, the finance accounts 
records are cross validated. Thus, the Registry of Financial Accounts (RFA) is prepared by 
the auditors, with the expectation that the Head of the Department will respond, and if the 
reply is found convincing the statement of finding (SOF) closes the accounts file. If not found 
convincing, the draft Para is proposed and communicated to the Department before 
inclusion in the CAG report. 
 

As was observed in both Districts A and B, the ZP publishes the Administrative Report, as 
mandated under the Maharashtra ZP and PS ACT78. Along with other departmental 
information, it includes a section on audit notes with the replies thereto reported separately 
for the ZP and PS. The scant information provided in this administrative report makes it 
impossible to correlate the objection raised, response to the objection by the official and the 
action taken in terms of remedial measures.          

Hospital Line   
Internal and external audit and inspection are undertaken by different agencies. Most of the 
respondents (sample rural hospital, district and sub district hospital) reported that they 
undergo the statutory account audit by the Accountant General (AG). Medical store or 
equipment statutory physical verification is done by the Store Verification unit of the DAT, 
Finance Department. Stores Verification involves the reconciliation of the actual available 
stores and stocks balances of hospitals with their Assets/book balances, verification of the 
actual stock with the description of the Stock taken to the register, verification of the 

                                                           
78Section 142 which states that every Zilla Parishad shall publish the administration report in such 
form and in such manner as the State Government may prescribe and the report shall be laid before 
each House of the State Legislature as soon as it is published.  It should also include in its 
administration report the audit notes with the replies thereto, as also the report of the Panchayat 
Samiti received by it. 
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quantum of various stocks/items used, whether it was in excess of the requirement, and 
whether the losses/shortages shown are correct and reasonable. Purchase procedure of 
stocks and stores as also the necessity to purchase them is verified.  

As reported by the respondents, the internal audit and inspection is a routine exercise done 
once a year throughout the department line offices. The internal audit  involves scrutiny of 
cash book, salary and other payment bills, equipment, medicines, attendance musters and 
service book of individual employees, registers79detailing the receipts deposited in the 
treasury  and expenditure (withdrawal) from the treasury with treasury voucher number of 
bills.   

As was observed in District A, the internal audit and inspection of the RH are done by the 
District Civil Surgeon’s office. The audit team comprises the team headed by the Chief 
Administrative Officer (CAO), accountants and the pharmacist from the Civil Surgeon’s 
office and usually four persons visit each RH for internal investigation and audit.  The Civil 
Surgeon is supported by the  administrative unit headed by  the Chief Administrative 
Officer (CAO) placed in the CS office and shares the responsibilities of the CS on  issues of 
administrative functioning such as ensuring that the rural and sub district Hospitals record 
accounts in compliance with  governments rules and procedures and report reliable 
financial data.  

The CAO submits the investigation report to the CS and also shares the same report in the 
monthly meeting held with the CAO at the Deputy Director’s office.  In District B, internal 
audit and inspection of the RH in the district was reported to be usually conducted by the 
Deputy Director, Health Circle Regional Office (by the Grant Controlling Officer) and not by 
the District Civil Surgeon (CS) office, as the CS was placed in the teaching hospital and did 
not have a separate office or full time officials. Another District Civil Surgeon’s office had 
full staff support with the Chief Administrative Officer (CAO), Administrative Officer (AO) 
and a few accountants to conduct internal audit and investigations. Thus, the oversight was 
taken care by the Deputy Director’s office.   

Once the expenditure is incurred or funds are withdrawn by DDOs through treasury, the 
expenditures are booked with the AG’s account with the treasury voucher numbers of the 
bills, as treasuries submit their data to the AG.   The monthly or quarterly Statement of 
Expenditure (SOE) with the details on treasury voucher number bills are acquired by the 
internal auditor (CS office in District A and Dy. Director Health circle in District B  are 
assigned with the responsibilities to reconciliation the account with the AG). Reconciliation 
verifies the expenditure mentioned in the treasury and the DDOs are booked under proper 
budget account heads to rectify errors in booking expenditure and receipts. The 
reconciliation is done on the web based application developed in the office of the 
Accountant General (AG) for facilitating an online system80. This helps the controlling office 
to keep track of allocated grants and the actual expenditure incurred by the DDOs under 
their control.  

                                                           
79Registers required as per Maharashtra Treasury Rules, Maharashtra Contingent Expenditure Rules, 
Budget Manual, Maharashtra Civil Services Rules, Medical dept etc. are to be maintained. 
80Reconciliation of the receipts and expenditure with the AG is done  on a web based  
http://agmaha.cag.gov.in.The DDOs or Controlling Officers with the designated 10 digit entry of  
voucher level details , as the acknowledgement of entry with the AG he/she take the Reconciliation 
Acknowledgement Printout . 
 

http://agmaha.cag.gov.in/
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Dy. Director, Regional Health Circle Office    
The regional health circle office, as discussed earlier, holds the responsibilities of fund 
distribution and controlling the expenditure to the DDOs of the Civil (district) and rural 
hospitals, prepares the reappropriation accounts- original grants and final modified grants 
expenditure statement of all major head of accounts, and compiles and submits the 
consolidated expenditure statement (SOE) to the higher authorities for accounting purposes. 
Apart from this, the Dy. Director attends human resources related enquires/complaints as 
instructed by the higher authorities, conducts internal audit and inspections and physical 
verification of stock and stores. The Dy. Director, health circle office functions as 
subordinate officer of the Jt. Director, BAA. Internal controls take the form of inspections, 
periodic meetings or monitoring through periodic progress reports. 

It was observed in both the regional circle offices that the Dy. Director’s office has assigned 
responsibilities to the administrative officer, CAO, (Annexure 6.1) to support the Dy. 
Director in executing the administrative functions. The CAO, on behalf of the Dy. Director, 
convenes the meeting on a fixed date every month to take stock of the activities from all 
subordinate CAOs and Administrative Officers (AOs) operating in the DHO, sub district 
and rural hospitals and other public health line officials (such as district malaria, leprosy, TB 
etc) of the Public Health Department at the district level. The meeting discusses the issues 
related to budget expenditure, reporting for both non plan and plan expenditure, takes stock 
of the status of the reconciliation81 with the AG at different levels, takes stock of existing 
human resources in different offices and plans activities for the improvement of the 
performance of health indicators.  

The Dy. Director’s office at the regional level plays an important role, apart from the 
responsibilities of fund distribution and controlling the expenditure to the DDOs, it 
compiles the health indicators and submits them to the concerned higher authorities, Bureau 
Chief (program), Jt. Director and DHS, obtains inspection and internal audit report 
conducted by the subordinate CAO and Administrative Officers (AO) at the Hospital Line 
and PHC Line. The Dy. Director also updates himself/herself by taking stock of 
observations/audit raised by external oversight agencies and responses submitted. 

Jt. Director, Budget, Accounts and Administration (BAA) 

The BAA wing of DHS is responsible for accounting and internal audit and is headed by a Jt. 
Director who functions under the DHS.  The Joint Director is supported by an Asst. Director, 
Budget, Accounts and Audit. The Jt. Director and Asst. Director are both non-medical 
persons with a background in finance and accounts and highly experienced staff deputed 
from the Finance Department. This wing also functions closely with the Finance Department 
at the Secretariat level.  The BAA wing has a unit with a small team specifically assigned for 
internal audit and the assessment of the health grant given to the ZP to ensure that financial 
operations and its reporting adhere to the laws and regulations, codes and manuals to 
minimise the risk of errors and irregularities. Another important function of the BAA is to 
coordinate with the various offices of the Department and expedite the settlement of audit 
Paras contained in the Inspection Reports issued by the Accountant General.  

                                                           
81Reconciliation with the AG is done to check that the expenditure mentioned in the Treasury and the 
DDOs are booked under proper budget account heads to rectify errors in booking expenditure and 
receipts. 
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It was observed that there were delays in the internal audit of the district civil hospital and 
other offices. A respondent from the BAA reported that since mid 2009 efforts have been 
made to set the target (number of institutions) and ensure that the turn comes back in one 
and a half to two years or so.  It was reported that audits for district civil hospitals for 2004-
05 had been completed, and in 2011-12, three district hospitals have been selected for the 
audit for the financial year 2008-09. While the importance of internal audit is well 
recognised, the respondent reported that considerable delays occur due to insufficient 
human resources.    

The unit also conducts the assessment of health Grants-in-aid given to the ZPs. This 
assessment is to ascertain whether any amount has remained unspent with the ZPs or 
whether the grants have been diverted for other purposes. The review of the internal control 
mechanism in the health department was conducted by the AG in the Audit Report (Civil) 
for the year ended March 31, 2005. It was reported that the Jt. Director was not able to 
exercise proper budgetary controls for releasing grants-in-aid to Zilla Parishads. The 2010 
report raises the concern of inefficient discharge of functions, “introduction of distribution of 
cash grants does not dispense with the system of assessment of grants” given by the different 
departments to the ZPs.  

To conclude, the internal audits are in the form of inspections, periodic meetings or 
monitoring through periodic progress reports. Most of the reports are prepared and 
submitted to their respective authorities. However, access to the hitherto privileged 
documents such as report of inspection or proceedings was not made available to the 
researcher. The Second Administrative Commission Report (ARC in its 14th report) stated 
that in India, internal audits are conducted in a routine manner and have not been updated 
over several decades and do not assess the risk at the aggregate level. Internal audits are 
mostly related to observing that the accounting procedures are in compliance with the law.   

The importance of oversight in budgetary processes cannot be overstated as a tool to 
determine if budgetary objectives are being achieved or to  guard against misuse and 
inefficient use of resources or to  counter  fraud and error or to monitor maintenance of 
satisfactory accounting records or in safeguarding government assets. However, the study 
found a weak legislative oversight, which is made further ineffective by the significant time 
lag in the scrutiny of the audit report, thus defeating the purpose of the democratic process 
of legislative oversight. With regard to the internal audit, the scant information that is 
generated about action taken by the department vis-v-vis budget decisions is not made 
available to the public. Unavailability of audit information makes it difficult for common 
people to be informed about the amount of money forgone because of irregularities or 
misappropriation.  
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CHAPTER 7 
 

CONCLUSION AND RECOMMENDATIONS  
 
The conclusions that can be drawn from this large and varied body of text are as follows: 

Starting from the first point of contact in health care service provision, at the PHC level, the 
process of formulating and demanding budgetary estimates isnot very structured and 
systematic in practice and  also not directed/guided by defined guidelines. It was also 
noticed that the budget estimates are not sent to the higher authority in time leading to 
delay in the entire chain of events. Overall, this might result in a substantial disconnect 
between the need, the demand and receipt of resources which may lead to inadequate 
and/or inefficient fund allocation management. 

Ambiguity about the roles and responsibilities related to the budget has resulted in the non-
availability of budget related data/information at the PHC, Taluka and DHO levels.PHC 
wise or taluka wise disaggregated information is not available with the District level 
authorities (DHO). 

When it comes to the distribution of grants, the grant distribution authority (Controlling 
Officer) tends to control the expenditure by approving lesser amounts against the budget 
that has been demanded, or by releasing lesser grants against those approved, in turn 
allowing scope for reappropriation by the Controlling Officer.The process of budget 
allocations and decisions on spending hasan entirely top-down approach. For example, the 
study observed that at the service delivery unit, hospitals lack the flexibility to know the 
information of fund flows and budget which is essential to understand their financial 
entitlements and also to safeguard against funds being pulled back by higher levels of 
officials.In practice, the controlling mechanisms are implemented to curb the unevenness of 
expenditure, yetthe rush of expenditure remains a problem due to weak informationon the 
cash flow to the hospitals.   

The account and audit is the responsibility of the Jt. Director, BAA who heads the Internal 
Audit Cell of the Directorate of Health Servicesas it is the prevalent practice in India. 
Internal audit is part of the accounts section in the government setup. As there is no 
segregation of duties and responsibilities of the Jt. Director, BAA and Asst. Director, BAA, 
there is potential of conflict of interest that might hamper the effective functioning of the 
Internal Audit. The oversight of internal audit is vested with the Controller of Accounts, 
who is also responsible for accounting and disbursement functions in the case of DHS, 
Internal Audits. 

The processor oversight is at each level of the administrative operations to determine 
whether budgetary objectives are being achieved. It acts as a safeguard against misuse and 
inefficient use of resources, countering fraud and error, checking maintenance of satisfactory 
accounting records and safeguarding government assets. However, significant time lag in 
the scrutiny of audit report, which is the prime objective of democratic processes of 
legislative oversight, is defeated. The internal audit with scant information to the public 
about actions taken by the department makes it difficult for common people to abstract 
information about the amount of money forgone owing to irregularities and lack of sight or 
misappropriation. 
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One of the many challenges faced by individuals and researchers while trying to analyse a 
government’s budget is securing necessary information such as the budget document, policy 
documents and information on plans and programs.  In the absence of comprehensive, 
timely and accessible information about spending and outcomes, real accountability and 
learning are practically impossible. This is a major gap that must be addressed. 

Recommendations  
Information about health inputs and outcomes are necessary for formulating policies and 
monitoring activities, whether they are related to budgetary/fund allocation, human 
resources or infrastructure.  An optimal use of Information Technology and an enhanced 
level of computerization should be used for recording the budget demands sent by the 
frontline healthcare service providers to the respective higher authority. This would place a 
great amount of information in the hands of the department and also reduce subjectivism in 
the transfer of funds. It would reduce the discretionary power in the hands of the 
Controlling Officers, track the flow of funds and disseminate information ensuring 
transparency in all transactions, which will contribute to improvements in budget 
transparency.  

Budget transparency and accountability work is constrained by the paucity of information 
and formal and informal opportunities to engage in the budget process.  In both these 
systems (and others), there are also a variety of semi-autonomous structures at the local 
level, or even at the level of the institution, such as the hospital.  It is especially critical that 
information about the roles and responsibilities at each level, from the Directorate to the 
sub-centre level, should be made transparent when systems operate according to such 
complex divisions of labour.  This sound management practice is important for public 
transparency. 

In recent times, there has been considerable improvement in budget transparency. The 
budgetary allocations alongwith statistical information of health (and other) funds whichare 
decentralized are made available in the public domain as part of the budget document. 
Change is meaningful but slow, and there is fear of possible backsliding. The Directives by 
the Governor of Maharashtra in this regard, guided the state government to include district 
wise disaggregated non-plan expenditure. The Department should follow the directives and 
continuepublishing such information more often, disseminate it widely and make it 
available on the website for public use. A robust financial information system needs to be 
created in the Department. In line with the recommendations of the Second Administrative 
Reforms Commission, the Department should make accessible to the public real time data 
on budget and expenditure at all levels. This would also be honoring the spirit of the Right 
to Information which mandates that government organisations should attempt to provide 
maximum information through voluntary disclosures82. 

The current system lacks comprehensive information on the health budget and expenditure, 
particularly at the regional anddistrict levels. This needs to be remedied at the earliest.  At 
the regional level, the Deputy Director, Health Circle is assigned administrative role and 
collects, compiles monthly expenditure statements, physical and financial progress reports 
of the Health Department. Substantiating the fact that the Deputy Director is the Controlling 
Officer, he/she receives the budget demand from the all the hospitals in the district, 
distributes grants and reconciles with the AG. District level data are made available with the 
Deputy Director, Health at the regional level. In addition to the above, the Dy. Director is 
also a member of the DPC, and he/she also collects the statement of expenditure and 
                                                           
82Recommendation 5.3.5 ,14 Report of the  Administrative Reform Commission. 
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physical and financial progress statement from the Collectors and the ZP. This demand can 
be put forward to the DHS, Health Department and the Dy. Director, Health Circle to 
provide such disaggregated data in the Performance Budget. 

The Performance Budget, of the Public Health Department gives an overview of the 
healthcare system of Maharashtra with information provided in the volume. However, at 
present, the Public Health and Medical Education Departments’ performance budget has 
shrunk to a considerably small volume. The number of pages which used to have most of 
the important information related to the performance indicators of the facilities, expenditure 
and financial requirement do not appear in the present version. The current performance 
budget document has limited information, disaggregated allocation, role and 
responsibilities. Even if one wants to access backdated information, this rich resource is not 
available on the Public Health Department website.    

At the district level, given the fact that that there are multiple grant distribution authorities 
(Controlling Officers) through whom funds flow to the frontline providers, the Civil 
Surgeon  does not  have the budget and expenditure details of all these hospitals under 
his/her jurisdiction. Information pertaining to the budget and expenditure must be sought 
by the Civil Surgeon from all the hospitals within the district to monitor the process of 
budget allocations and decisions on spending, which has hitherto remained exclusively with 
the respective Controlling Officers. This should be followed by enhancing citizens’ access to 
budgetary information at the district level. Such transparency will bring in demands for 
accountability about budget related decisions taken by the Controlling Officers at the district 
level.   

It is the government's responsibility to build the capacities of government institutions in the 
basics of budget-making, especially of frontline institutions of service delivery like, primary 
health centre and hospitals. At the level of PHC, they lack the requisite skill to prepare the 
budget demand and maintain records. Substantial understaffing was noticed in the clerical 
and accountslevel, which hampers various activities including implementation, planning 
and reporting. The state government, needs to address implementation bottlenecks and staff 
training. 

The Maharashtra Budget Manual, which is supposed to provide the last word on all budget 
related matters and is the main source of instructions for regulating the budgetary and 
accounting procedure, remains a backdated document.  The Manual’s latest version happens 
to be from 1994, since then changes have taken place in the budgetary processes and 
procedures, which were implemented through the mechanism of instructions and guidelines 
through various GRs and circulars. These are not formally documented till date and the 
information flow regarding budgetary processes remains highly centralized. The 
Maharashtra Budget Manual has remained static around financial management and has not 
evolved to include linked issues related to accountability, gender sensitivity, transparency 
and participation, or addressing social exclusion.  These remain issues that need to be 
addressed.  

The Right to Information Act (RTI) law enacted by the Parliament of India in 2005 allows the 
citizens of India to access records of the Central and State Governments. The Act also 
recommends that every public authority computerize their records andproactively publish 
certain categories for wide dissemination.These two enactments are remarkable landmarks 
to break the state’s monopoly  over official  oversight  and  legitimizes  citizen-inclusion  
into  exclusive affairs of the state.  The window of opportunity these acts provide needs to 
be utilised well, so that budget processes are further democratised in the state.  
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The importance of interface of citizen with the auditor is well noticed and so is the 
participation of civil society in terms of informing the auditors about the quality of public 
services. In the given situation, the role of civil society groups can start by developing an 
effective interface with the CAG/Accountant General/DLFA when local audits take place.  
This element is critical, because it is at the local level that service delivery becomes the key 
fulcrum of budget work. Therefore, how adequate the budget is to meet the service delivery 
needs of the people and how effectively the resources are used become key questions to be 
answered. The Mahatma Gandhi National Rural Guarantee Act, 2005 (MGNREGA) presents 
an opportunity to do this wherein the CAG’s formal audit includes a community-led social 
audit. 

Further Areas of Research / The Way Forward 

This study has tried to shed light on the complexity of the budgetary process of the State 
Government. The study has unfolded various intricacies involved in the budgetary process 
at different levels hierarchically, from the frontline service providers to the ministry level. 
The key issue of lack in transparency within all the administrative levels comes forth as a 
major finding of this research effort. However, apart from understanding the budgetary 
process, there is scope for considerable research especially in the area of fund allocations or 
fund transfers. It has been noticed all over the world, that the transfer systems are often 
based not on the demand for services, but on the supply of infrastructure, thus leading to 
inefficiency.  When the supply of infrastructure is distributed inequitably, this supply-
driven allocation also increases inequality.  For example, suppose that the wealthy areas of 
the state have a surplus of high end hospitals, which are expensive to run, funds may be 
allocated to keep them functional, even if they are not occupied.  On the other hand, there 
may be a high demand for primary care services in poorer areas where there are no health 
services. If funds are allocated where there is an oversupply of health care facilities, rather 
than where there is an unmet demand for health care services, the allocation is both 
inefficient and inequitable. In order to meet the goals of efficiency and equity, the 
government needs to allocate scarce public resources to areas that have a demand for them.  
This calls for studying demand and planning allocations in line with analysis of service 
provision for the benefit of the people/target population. 
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Annexure 1.1: Interview Guidelines 

Institutional Structures  

What is the nature of this institution/agency/facility? Please describe role, association, 
contribution to the health care services and resources for health services providers. 
(Note: These would include Planning and Budgeting, Distribution of the public 
spending, Information flow, oversight, monitoring)    [Note: The agencies would 
include, autonomous body like District Planning Council, Tribal office, local fund audit 
office]1 

To carry out your role and responsibilities as specified, what is the administrative 
hierarchy? What is the composition?  Which line department/office are you part of? 1 

What is the extent of your association with the healthcare services and resources for 
health services providers (list out name of agencies associated)? Is this association 
guided by certain Act, administrative guidelines?  What are the mechanisms/ process of 
coordination?1 

Administrative Processes and Information Flow 

What information regarding health care services / resources for health services 
providers/oversight do you have? What is the nature of this information?  (Note: These 
would include multiple channels of fund/budget/expenditure and information flow, 
oversight/ service and performance indicators.) 

Do you do any analysis/compilation of the data (service/financial, as applicable)? If 
yes, what is the nature of that exercise? Is the exercise guided by any Act/guidelines?1 

Administrative Processes governing Allocations, Expenditure  

Do you have any role in process of preparation and finalising with respect to 
expenditure/allocation/ budget proposal? If YES , how is the finalisation done? (stages 
and steps)  If NO, who plays the role?  [Note: These would also include, various act, 
rules, guideline involved  with respect to allocation, oversight]  

Probe 1. Does any Act determine the amount that has to be proposed?  

Probe 2. Which are the stages of the process that you are involved in (Planning /execution /post 
budget or other)?  

 Probe 3: How is the need assessment done ?1 

Do you have any  role in process of plan vetting, if YES , please elaborate;  if NO, who 
plays the role  

Probe 1: If there is any discrepancy what do you do?1 

Do you have any role in the process of plan approval, if YES, please elaborate;  if NO, 
who plays the role? 

How is the approval done (stages and steps) ?1 
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 Note: These would include, autonomous body like District Planning council, ZP, 
demanding contingency fund.  

Probe 1.Does any Act, guidelines or precedence  determine the amount that has to be approved? 

Probe 2.Which are the stages of the process that you are involved in?  

Probe 3. How are you informed about any change in rule/regulation?  

Probe 4; What if the proposed amount is not sanctioned/ partially sanctioned or proposal/scheme 
are dropped? How is the gap between demand and sanction filled?  

Distribution of Public Spending 

Once the plan/allocation/budget reaches the district level, is there any scope of 
redistribution of resources? Do the regional and district administrations have 
discretionary power over the allocation/resources actually received by lower levels? 
Which are the relevant rules that guide these procedures (Acts, laws) ? Or are there any 
administrative practices being followed over time? And what are the rules /approval 
norms that are to be followed under such circumstances?  

Probe 1. Revisions in budgets take place, process?   

Probe 2. is there any specific ceiling for proposing the requisite amount? in case of deficit in 
funds, are additional grants sanctioned ( What is the process for obtaining additional grants?)  

Probe 3: What in case of emergency? 

What is your role in the process of Disbursement of Funds? 

Probe 1.To whom do you disburse to and from where do you get the money? (Schemes major 
head no.).  

Probe 2: If NO, who plays the role? What is the process? How much time does it takes to process 
a certain proposal (to give or to receive, and what are the problem in delay)?      

[Note: Drawing and Disbursement powers. BEAMS, Treasury route, Koshwahini. Mode 
of transfers, Online accounting and monitoring practices. Submission Guidelines and 
Conditions for Release along with timelines. Need to understand timelines for proposal 
approved and released/received amount.]1 

Accounting Practices, Transparency and Oversight Mechanisms 

What are the administrative and financial proceedings (records, published or 
unpublished/official document for internal use) maintained in your offices? Are there 
any specific formats for recording the receipts/expenditures?  Do the proceedings 
formats follow certain rules?  From whom do you receive and to whom do you send the 
data?  What type of Online accounting and monitoring practices?1 

Do you have any role of internal monitoring /oversight, If YES, Please elaborate [Note: 
Type of the records and the procedural compliance] If NO, name the official/ 
hierarchy/agencies? What is the nature of oversight     (financial /performance)? How 
often is this process done?   Which agency is entrusted upon with the internal audits? 
Which is the agency entrusted for external audits? What is the process of 
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audit/oversight? How is the audit remark resolved?  

Probe: unutilised fund, probable reasons for unutilisation, timeliness of the process.  

Are procedural documents open to the public?1  Are annual reports published? Is there 
any mandate to publish reports?  

Whether the existing set of rules have any provision for guaranteeing an element of 
public participation in the decision making?  Is there a participatory process at local 
level for citizens to give inputs into the planning or budget process? 1 
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Annexure 1.1a: Interview Guidelines 
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Annexure 1.1b: Key Respondents Identified 

Taluka Level 

1. Taluka Medical Officer (TMO) : PHC (compilation of budget proposals across all PHCs in 

the district). 

2. Medical Officer (MO): PHC (formulation of budget proposals). 

3. Accounts Officer: RH (formulation of budget proposals). 
 

District/ Regional Level 

1. District Planning Officer (formulation, scrutiny, approval and execution of plan budget 

proposals from ZP, Civil Hospital). 

2. Deputy Director Health Services, Regional Office.   

3. Accounts officer: Zilla Parishad /Civil Hospital/Directorate of Health Services 

(formulation/ compilation, scrutiny, finalisation of budget/expenditure proposals and 

oversight). 

4. District Health Officer (compilation and execution of budget/expenditure proposals from all 

PHCs across districts). 

5. Chief Accounting and Finance Officer, ZP (scrutiny and finalisation of 

budget/expenditure proposals, drawing and disbursement authority). 

6. Chief Executive Officer, ZP (approval and finalisation authority for budget/expenditure 

proposals). 

7. Bureau Chief: Malaria program/TB program (compilation of budget/expenditure 

proposals across district). 

8. Pharmacist: Civil Hospital/RH/Health Department, Zilla Parishad (formulation of 

medicine budget proposals). 

 

State Level 

9. Secretariat Office (Desk Officer): Public Health Department, Mantralaya/Rural 

Development Department, Mantralaya (scrutiny of plan and non plan 

budget/expenditure proposals for all districts, submission for final approval).  

10. Desk Officer: Planning Department, Directorate of Health Services (scrutiny of plan 

budget/ expenditure proposals for all districts). 

11. Joint Director: Hospitals/Budget and Administration/Planning Department/Malaria 

and TB Program (scrutiny and approval of budget proposals). 
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12. Account Officer: Audit and Accounts office, public health (compilation and scrutiny of 

non plan budget proposals, and distribution of budgets for all districts). 

Civil Surgeon (compilation, approval and execution of budge/expenditure proposals for 
civil hospital and rural hospital). 
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Annexure 1.2: Accounts and Coding of Classification 

Classification Sectoral Classification Major Heads 

Consolidated Fund 

Revenue receipts 

1-Tax revenue 

2-Non-tax revenue 

3-Grant in aid, contribution 

0024-0045 

0046-1600 

1601-1606 

Consolidated Fund 

Revenue Expenditure 

1-General services 

2-Social services 

3-Economic services 

4-Grant in aid, contribution 

2011-2079 

2202-2252 

2401-3475 

3601-3606 

Consolidated Fund 

Capital receipts 

1-Miscelleneous capital  

       Receipts 

4000 

Consolidated Fund 

Capital expenditure 

1-Capital A/C of General Services 

2-Capital A/C of Social Services 

3-Capital A/c of Economic Services 

4-Grants in Aid & contribution 

5-Public Debts 

6-Loans & Advances 

7-Interstate settlements 

8-Transfers to Emergency Funds 

4046-4075 

4202-4250 

4401-5475 

6000 

6001-6004 

6075-7615 

810 

7999 

Contingency Fund  8000 

Public Account 1-Small Savings, PPF etc. 

2-Deposits and Advances 

3-Suspense and Miscellaneous 

4-Remittance 

5-Cash Balance 

8001-8235 

8336-8554 

8656-8680 

8781-8797 

8999 
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Annexure 3.1: Circular instructing the Submission of Estimate 

Time line for submission of Annual budget estimate and four monthly estimates for  FY 
2011-12 
Sr. 
No. 

Offices Period Sr. 
No. 

Offices Period 

1 Asst. Director, Health care ( 
Blind) Mumbai  

16.8.2010 
to 
17.8.2010 

   

2 Asst. Director, Health care ( 
Medical) Mumbai 

32 Yavatmal District Zilla 
Parishad 

13.9.2010 
to 
14.9.2010 

3 Asst. Director, Health care ( िन. 
�व. म)ू Mumbai 

33 Dy. Director Health 
care, Latur Circle  

4 Add. Director , Health Care 
(Mental), Mumbai  

18.8.2010 

34 Latur  District Zilla 
Parishad 

5 Director , National Rural Health 
Mission Abhiyan  

35 Nanded  District Zilla 
Parishad 

15.9.2010 
to 
16.9.2010 

6 Director , Health Services ( DHS)  36 Beed District Zilla 
Parishad 

7 Dy. Director, Health care, Thane 
circle 

20.8.2010 
to 
21.8.2010 

37 Osmanabad District 
Zilla Parishad 

8 Thane  District Zilla Parishad  38 Addl. Director , Health 
Care (Family Welfare), 
Pune  17.9.2010 

to 
18.9.2010 

9 Raigard District Zilla Parishad 39-
40 

Asst. Director, Health 
care ( M. Elep & VBD) 
Pune 1 & 2 

10 Ratnagiri District Zilla Parishad 

23.8.2010 
to 
24.8.2010 

41 Dy. Director, Health 
care ( goitre) Mumbai 

11 Sindhudurgh District Zilla 
Parishad 

42 Dy. Director , Health 
care, Nagpur circle  20.9.2010 

to 
21.9.2010 

12 Dy. Director, Health care ( Blood 
infection) 

43 Nagpur District Zilla 
Parishad 

13 Dy. Director,  Health care ( TB & 
leprosy) Mumbai 

44 Bandara District Zilla 
Parishad 

14 Dy. Director, Health care ,  Nasik 
circle  25.8.2010 

to 
26.8.2010 

45 Gondia District Zilla 
Parishad 22.9.2010 

to 
23.9.2010 

15 Nasik District Zilla Parishad 46 Wardha District Zilla 
Parishad 

16 Dhule District Zilla Parishad 47 Gadchiroli District 
Zilla Parishad 

17 Nandurbar District Zilla 
Parishad 27.8.2010 48 Chandrapur District 

Zilla Parishad 
24.9.2010 

18 Jalgoan District Zilla Parishad 
30.8.2010 
to 
31.8.2010 

49 Dean, Govt. Medical 
College and Hospital, 
Nagpur  27.9.2010 

to 
28.9.2010 

19 Ahmednagar District Zilla 
Parishad 

50 Asst. Director,Health 
care ( leprosy ) Pune 

20 Dy. Director ,Health care , 
Aurangabad regional circle  

1.9.2010 
to 

51 Asst. Director, Health 
care ( 
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2.9.2010 Transport/Vehicle ) 
Pune 

21 Aurangabad District Zilla 
Parishad 

52 Asst. Director,Health 
care (आ. मा. �ज.आ) 
Pune 29.9.2010 

to 
30.9.2010 

22 Jalna District Zilla Parishad 53 Asst. Director,Health 
care (IEC) Pune 

23 Parbhani District Zilla Parishad 

3.9.2010 
to 
4.9.2010 

54 Asst. Director,Health 
care (Laboratory) Pune 

24 Hingoli District Zilla Parishad 55 Dy. Director, Health 
care, Pune circle 

1.10.2010 

25 Aurangabad District Zilla 
Parishad 

56 Pune Zilla Parishad 

3.10.2010 
to 
4.10.2010 

26 Dean, Govt. Medical College and 
Hospital, Aurangabad  

6.9.2010 
to 
7.9.2010 

57 Solapur Zilla Parishad 

27 Dy. Director, Health care ,  
Akola circle  

58 Dean, Govt. Medical 
College and Hospital, 
Solapur 

28 Akola District Zilla Parishad 59 Dy. Director, health 
care, Kolapur Circle 5.10.2010 

to 
6.10.2010 

29 Washim District Zilla Parishad 8.9.2010 
to 
9.9.2010 

60 Kolapur Zilla Parishad 
30 Buldhana District Zilla Parishad 61 Sangli Zilla Parisahad 
31 Amravati District Zilla Parishad 62 Satara Zilla Parishad 

7.10.2010 
to 
8.10.2010 

   63 Dean, Govt. Medical 
College and Hospital, 
Sangli 
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Annexure 3.2a: Civil Budget Estimate (White Book) Part II      
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Annexure 3.2b:   Budget estimate (authorized) for Zilla Parishad scheme for Primary 
Health Centre (PHC) under budget head 2210 5041- 8- public health for the Year 2011-12. 
Figure in Rs.in thousands 

 

 

 

  

sr.no Dist. ZP salaries  wages
Overtime 
allowance

 
Phone,elec
tric &water

domesti
c travel 
expense
s

office 
expenses

rents,rat
es & 
taxes

compute
r

ifjj{ k.k

POL
Motor 
Vehicles

supplies 
and 
materials Diet Total

1 Thane 267114 2123.77 722.60 768.97 1101.80 228.93 0.00 0.00 17.02 1773.33 185.49 0.00 0.00 274036

2 Raigad 157619 997.90 257.69 513.04 1781.55 216.60 25.83 0.00 0.00 1056.60 110.36 0.00 0.00 162579

3 Ratnagiri 147912 2087.96 58.70 1445.19 2935.00 534.17 0.00 0.00 196.65 1651.82 196.65 0.00 0.00 157018

4 Pune 211359 3177.43 154.38 3151.60 1563.77 1899.53 56.35 0.00 0.00 4578.60 381.55 0.00 56.35 226379

5 Solapur 209175 0.00 1174.00 587.00 2054.50 880.50 117.40 0.00 70.44 1174.00 234.80 0.00 0.00 215468

6 Satara 224065 7736.66 88.05 293.50 2465.40 469.60 146.75 0.00 0.00 446.12 170.23 0.00 0.00 235881

7 Nashik 352903 338.11 1291.40 1451.06 2641.50 982.64 5.87 0.00 0.00 2297.52 378.62 0.00 587.00 362877

8 Dhule 140136 0.00 58.70 704.40 1584.90 410.90 0.00 58.70 0.00 587.00 176.10 0.00 0.00 143717

9 Nandurbar 334628 316.98 314.05 0.00 1199.83 314.05 176.10 117.40 0.00 1361.84 372.75 0.00 587.00 339388

10 Jalgaon 297275 176.10 293.50 58.70 2348.00 451.99 0.00 0.00 0.00 1310.18 1127.04 0.00 17.61 303058

11 A'nagar 248887 67.51 0.00 563.52 1232.70 1174.00 0.00 0.00 0.00 1467.50 528.30 0.00 234.80 254155

12 Kolhapur 188894 1300.79 381.55 293.50 2935.00 633.96 0.00 0.00 293.50 1242.68 322.85 0.00 0.00 196298

13 Sangali 135267 1174.00 381.55 939.20 1761.00 0.00 0.00 0.00 0.00 381.55 176.10 0.00 0.00 140080

14 Sindhudurg 117192 0.00 293.50 880.50 2054.50 587.00 0.00 0.00 234.80 1226.83 587.00 0.00 0.00 123056

15 Aurangabad 144418 1415.84 14.68 352.20 1761.00 763.10 29.35 0.00 5.87 880.50 176.10 0.00 0.00 149817

16 Jalna 122790 1183.39 938.03 428.51 1467.50 500.12 0.00 0.00 0.00 369.22 117.40 0.00 0.00 127794

17 Parbhani 82437 587.00 35.22 234.80 587.00 381.55 29.35 0.00 0.00 909.85 90.99 0.00 0.00 85293

18 Hingoli 59610 322.85 64.57 64.57 410.90 176.10 0.00 0.00 0.00 722.01 64.57 0.00 0.00 61436

19 Latur 139282 528.30 1303.14 587.00 1761.00 704.40 0.00 0.00 81.01 1080.08 135.01 0.00 0.00 145462

20 Nanded 203060 939.20 469.60 704.40 5870.00 939.20 146.75 0.00 0.00 1761.00 234.80 0.00 0.00 214125

21 Beed 121231 485.45 117.40 528.30 1467.50 275.89 29.35 0.00 176.10 1085.95 146.75 0.00 0.00 125544

22 Osmanabad 149068 805.95 498.95 493.08 880.50 369.81 587.00 0.00 0.00 986.16 308.18 0.00 0.00 153998

23 Akola 72980 0.00 52.83 70.44 563.52 140.88 0.00 0.00 0.00 259.45 42.26 0.00 0.00 74109

24 Washim 55982 0.00 0.00 0.00 410.90 381.55 0.00 0.00 0.00 328.72 205.45 0.00 0.00 57309

25 Buldhana 203855 1489.81 161.43 351.03 880.50 528.30 123.27 0.00 41.09 1266.75 161.43 0.00 0.00 208859

26 Amravati 185430 1373.58 316.98 558.82 2935.00 629.26 70.44 0.00 0.00 1807.96 510.69 0.00 58.70 193691

27 Yawatmal 207160 234.80 17.61 293.50 1174.00 381.55 0.00 0.00 176.10 645.70 146.75 0.00 0.00 210230

28 Nagpur 69758 293.50 352.20 587.00 1174.00 587.00 58.70 0.00 146.75 880.50 176.10 0.00 0.00 74014

29 Bhandara 118883 1467.50 0.00 498.95 997.90 528.30 41.09 0.00 193.71 587.00 111.53 0.00 17.61 123327

30 Gondiya 134048 3612.40 264.15 1174.00 1526.20 997.90 88.05 0.00 88.05 997.90 146.75 0.00 322.85 143266

31 Wardha 96312 0.00 129.14 293.50 880.50 58.70 117.40 0.00 0.00 293.50 79.25 0.00 0.00 98164

32 Gadchiroli 234417 352.20 176.10 410.90 2054.50 727.29 58.70 0.00 23.48 528.30 205.45 0.00 293.50 239247

33 Chandrapur 146853 932.74 163.19 1090.06 1386.49 680.92 23.48 0.00 0.00 1532.07 181.97 0.00 293.50 153137

DHS 0 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 104482.5 0.00 104482

Total 5580000 35521.72 10544.87 20371.25 55848.35 18535.70 1931.23 176.10 1744.56 37478.19 8189.24 104482.5 2468.92 5896277
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Annexure 4.1: Specimen Copy of Draft Pay bill prepared by the DHO to be submitted to 
the Treasury 

 

Note: Pay bill prepared under the under the sub head (scheme) - Ayuverdic 
dispensaries (budget head 2210 4606) for the miscellaneous expenditure for the 
month of July paid August of Rs. 5.86 Lakhs under the non plan.  

 

 

 

 

 

 

 

  

Allotement For the year 2011   - 2012

Consolidated Fund                                         
Voated Expenditure Chief Account & Finanace Officer

      Zilla Parishad,Amravati

                                                                                    For use in Treasury

Pay Rs. -----------------------------------------------------------------------------------------------------------------------------
 ----------------------------  ---------------------------------------------------  --------------------------------------------------- only

Cheque Drawn                                                                              Cheque delivered
GIA/Contribution/Subsidies (full details of claim) Plan Non-Plan Date                                                                                                  

_______________________________________________________________

0 586000                                                                         For use in Audit Officer
Admitted Rs.                                                                                                                                              
Objected Rs.                                                                                                                                                                                                                                                                   
Reasons For 
Objection                                                                                                                                                                                                  
Auditor                           

Total 0 586000

Certifed that ;-

2) I have no reason to believe that grantee institition is involved in corrupt.

Countersigned

Dated 18-07-2011

Chief Executive Officer Chief Account & Finanace Officer

1174000

Expenditure including this bills 586000

Balance 588000

Section Officer                                                                                                                                      Account Officer

In Words :-FIVE LAKH EIGHTY SIX THOUSAND ONLY -

1) The Grantee has executed the Requsiste bond has been exempted from execting a bond in 

Sub Head
Object of Expdt.

B
e

lo
w

 R
s
 :
- 

5
8

6
0

0
1

/-

Detailed Of Head Amount

ekgs tqyS 11 ns; vkWxLV 11 izokl lkfny o brj

 ns;d

Admdndstrative 2210 oS|fd; o lkoZtfud vkjksX;                          

101 & 5(1) vk;qosZn nok[Akus                    

22104606

Demand No. No.
Sector/Subsector
Major Head Date
Minor Head

fcu'kZr
              Government of Maharastra

                From MTR 44 (See Rill 391)
               (GRAND IN - AID BILL)

Hea of Account Name of Treasury    Amravati



151 
 

Annexure 4.2: Budget Grant Information received from BAA to be distributed to the ZP as 
GIA 

For tracking the flow of budget distribution the sub head (2210-4965 Mofussil hospitals and 
2210-5041 Primary Health Center ) that reaches to the  frontline services provider, PHC. For 
the year 2010-11,  the table A shows the grant was received  was allocated for the six months 
in the form of grant allocation which was uploaded on the Online system of BDS by the 
controlling office, Dy. Director health .   

 

 Distributed grant for 2 month  
(April to may) 2010-11   (Rs. In 
Thousand) 

Distributed grant for 4 month  
(June to Sept)  2010-11     (Rs. In Thousand) 

subhe
ad 

 Eight Dy. Dir Health Circle Eight Dy. Dir Health Circle 
 A B C D E F G E A B C D E F G E 

2210-
4965 
Mofu
ssil 
hospit
als 

35- 
Salar
y 

325
0 764 826 

223
3 1088 2560 

46
82 6736 

65
02 1528 

16
56 4468 2176 5122 

93
72 

13
48
0 

31- 
nonsa
lary 

106 65 86 65 61 154 
16
3 288 

22
1 132 

17
8 148 133 312 

35
0 

61
0 

Total 
335
6 829 912 

229
8 1149 2714 

48
45 7024 

67
23 1660 

18
34 4616 2309 5434 

97
22 

14
09
0 

2210-
5041 
Prima
ry 
Healt
h 
Cente
r 

35- 
Salar
y 

102
902 

638
26 

154
374 

773
44 

6176
0 

8534
4 

10
02
43 

1231
14 

20
58
06 

1276
56 

30
87
53 

1546
88 

1235
26 

1706
91 

20
04
95 

24
62
35 

31-
non 
salary 

298
1 

194
2 

421
2 

328
0 1719 2478 

23
45 3000 

59
89 3897 

84
64 6594 3480 4983 

47
26 

60
45 

Total 
105
883 

657
68 

158
586 

806
24 

6347
9 

8782
2 

10
25
88 

1261
14 

21
17
95 

1315
53 

31
72
17 

1612
82 

1270
06 

1756
74 

20
52
21 

25
22
80 
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Annexure 5.1:  Approval letter from the Government of India and Sector wise Outlay  
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Annexure 5.2: Sectoral Plan Outlay, Maharashtra 2011-12  

 

 

Note: Screen Shot from Financial Statement, 2011-12, GOM.   
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Annexure 6.1: Responsibilities and Rules assigned to the CAO- Chief Administrative 
Officer 

Responsibilities and Rule assigned to the CAO-Chief Administrative Officer 

1. Departmental enquires / complaints 

2. Supply medicines to rural hospitals and other health care institutions 

3. Issue administrative approval for the minor civil and electrical work 

4. Send proposal for administrative approval of major civil and electrical work to DHS and              
Government 

5. Send monthly expenditure of plan scheme reports 

6. Submit quarterly expenditure statement under plan schemes 

7. Attend staff meeting / divisional meeting of civil surgeon, DHO etc and DPC meeting 

8. Compile all the health indicators and submit to concerned burea Chief and Jt. Director and 
DHS. 

 

Account Related 

1. Release of quarterly grants to ZP and others 

2. Reappropriation of accounts – original grants and final modified grants 

3. Monthly expenditure statement of all major head of accounts. 

 

Audit 

1. Compliance of audit para of subordinate office 

2. Inspection and physical verification of stock and stores. 

  



CEHAT is the research centre of Anusandhan Trust, conducting research, action, 

service and advocacy on a variety of public health issues. Socially relevant and 

rigorous academic health research and action at CEHAT is for the well-being of the 

disadvantaged masses, for strengthening people’s health movements and for 

realizing the right to health care. CEHAT’s  objectives are to undertake socially 

relevant research and advocacy projects on various socio-political aspects of health; 

establish direct services and programmes to demonstrate how health services can be 

made accessible equitably and ethically; disseminate information through databases 

and relevant publications, supported by a well-stocked and specialised library and a 

documentation centre.

CEHAT’s projects are based on its ideological commitments and priorities, and are 

focused on four broad themes, (1) Health Services and Financing (2) Health 

Legislation, and Patients’ Rights, (3) Women and Health, (4) Investigation and 

Treatment of Psycho-Social Trauma.
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