
System for TMA Financial Management (STFM) 

1.1 BACKGROUND 

Pakistan, since independence, has had a highly centralized administrative, political 
and financial system with a weak local base. Concentration of power and resources 
was mostly with the centre or at best at the provinces. The introduction of the Local 
Government system in 2001 was a major policy shift in the governance structure in 
Pakistan. Previous Local Government (LG) systems included Lord Rippon’s District 
Boards, Basic Democracies System of the 1950s and the Local Government 
structure of 1979. However, recentralization of power led to the demise of these 
systems until the establishment of the 2001 Local Government Ordinance (LGO) 
which envisaged devolving political power and decentralizing administrative and 
financial authority to accountable Local Governments. The LGO created three tiers of 
Local Government:(i) District/City District Government, (ii) Tehsil/Taluka/Town 
Municipal Administration (TMA), and Union Administration (UA). 

The extent of fiscal decentralization has direct bearing on the local government’s 
ability to deliver basic services to the citizens. Fiscal decentralization gives sufficient 
revenues (either through locally raised revenues or transfers) and authority to local 
governments so that they can take decisions about expenditures. Pakistan has 
experienced limited fiscal decentralization under the LGO.  

The ability of Local Governments in the previous systems to generate adequate 
income to perform the functions assigned to them was limited. The new Local 
Government Ordinance 2001 has a tax schedule for all three tiers of government. 
However there is some difference between a District Government and City District 
Government. The City District Government also has municipal functions; hence it is 
assigned certain additional resources. For example,  the compensatory grant in lieu 
of Octroi/Zila tax goes both to the TMAs and the City District Government.  

The financial position of Union Councils (Union Administrations), particularly in rural 
areas, is precarious. With only a two member staff and absence of financial authority, 
Union Councils have to rely on small grants received from the Provincial 
Governments. The tax assignments of Union Councils exist on the statute books 
alone, and even these have been decreased, currently 19, when compared to the 27 
taxes in their authority under the 1979 Local Government Structure. 

 

1.1.1 Issues in Local Government Revenue Generations. 

The provinces contribute a meager share towards the total national revenues. For 
example, in 1994-95 provinces contributed 5.8%; in 1999-2000 6.8%, and in 2004-05 
they contributed only 8.2% (budget estimates). On the other hand, the provinces’ 
share in the total national expenditure was 22% in 1994, 21.5% in 1999-2000 and 
26% in 2004-05.  



The provinces’ own source revenues are very limited and they primarily depend on 
transfers from the Federal Government. In Balochistan for example, own revenues as 
a percent of total revenues is just 5.5 percent. The reasons for this resource 
inadequacy are that all major revenue generating taxes are within the domain of the 
Federal Government.  

Local Governments’ expenditures as a percent of total government expenditures in 
Pakistan is about 5% and as a percent of GDP approximately 1% and one of the 
lowest in the world. Provincial Governments, themselves financially dependent on the 
Centre, cannot transfer revenue sources to Local Governments.  

In the early years of devolution, local governments started imposing new but 
concurrent fees and taxes. For example, tax on professions, factories and some 
other products was within the jurisdiction of all tiers of Local Government so each 
tried to impose it. A single business was visited by tax representatives from all three 
tiers of government which caused a strong reaction. Provincial Governments 
therefore demarcated the tax authority of all three tiers by introducing the Local 
Governments (Fees for Licensing and Permits and Licensing of Professions and 
Vocations) Rules 2002. This demarcation has not happened in Sindh thus far and 
there are still tax disputes between the Provincial and District Governments and 
TMAs. 

The Policy Dialogue Outcome Report: Local Revenue Generation and Tax 
Assignment published by the Decentralization Support Program National, 2008, 
made the following recommendations for enhancing revenue generation and tax 
assignments of the local governments:  

 Better management of existing systems.  

 Enforcement of existing revenue laws. 

 Further devolution 

 Enhancement of revenues through computerization. 

Regarding the last bullet point above, the report noted that most local governments 
have no database on tax payers, properties, or users of local government services. 
The development of computerized database and its utilization can increase 
effectiveness and transparency. More efficient and cost effective IT assisted 
administrative practices will help overcome chronic problems of incompetence and 
corruption in local governance and improve local revenue generation.  

 

1.1.3 Low User Charges. 

Urban centers with adequate municipal infrastructure like safe drinking water, water 
for industrial use, efficient mass transit systems, efficient road network, solid waste 
management, waste water management, housing, etc are usually engines of 



economic growth. Pakistan, unfortunately, lacks this infrastructure. There was no 
planned effort for the settlement of refugees after 1947. The problem was further 
compounded by unprecedented rural-urban migration and population growth. As a 
result of these factors, Pakistan is facing substantial urban decay. Even metropolitan 
cities like Lahore, Quetta, Karachi and Peshawar have vastly inadequate urban 
infrastructure, which is either dysfunctional or on the verge of collapse. 

Furthermore, there are low services charges on existing infrastructure which has 
prevented the up-gradation and expansion of urban infrastructure that was essential 
and un-avoidable. For example the provision of water is almost free. People are not 
sensitive to “waste” since they don’t have to pay for it. The waste water disposal is 
almost free. There is hardly any concept of treating waste water in Pakistan. TMAs 
are entrusted with municipal functions like water supply, solid waste management, 
waste water disposal, roads, street lights, parks, play grounds, etc. Water supply, 
solid waste management and wastewater management account for the majority of 
TMA funds. TMAs recover very little costs in return – causing chronic revenue 
shortfalls and increased dependency on transfers from Federal and Provincial 
Governments. 

Water user’s charges in smaller TMAs range from Rs. 50 to Rs 100 per month across 
the entire community. In larger TMAs it sometimes goes up to Rs. 200-250 per 
connection. Sanitation fee is not levied with few exceptions. No TMA has ventured to 
levy proper service user charges that cover costs. The collection of charges also 
suffers from serious leakages in collection. 

1.1.4 Dual Control. 

There is dual control over some devolved offices like Revenue and Excise & Taxation 
Department. This duality of control is adversely affecting the Government revenue. 

For example, the Tehsil/Taluka is the focal point for collection of land revenue, 
administered by the Executive District Officer (EDO) Revenue in the district. However 
since all proceeds are sent to the provincial government, district officials are not 
concerned about the extent of tax collection, thereby resulting in a decrease in this 
source of revenue. 

The following table shows the downward trend of land revenue and water rate in 
Sindh during 2001-04. 

 

Agriculture Income Tax (Rs. million Water Rate Collection  (Rs. million) 

Years Estimate Actual Receipts Years Actual Receipts 

2000-01 512.91 447.77 2000-01 429 

2001-02 488.54 397.02 2001-02 342 



2002-03 316.77 251.03 2002-03 290 

2003-04 247.00 201.12 2003-04 293 

 

 

2. 1. Tehsil Municipal Administration: 

The tier of local government below the provinces and the districts is called 
Tehsil/Taluka Municipal Administration (TMA). Tehsils are smaller in size than the 
districts and have been assigned functions that are notably different from the 
functions and responsibilities of district governments. The structure of the TMAs is 
similar to that of the district government. Each TMA is headed by a Tehsil Nazim who 
is assisted by a Tehsil Municipal Officer (TMO) appointed by the provincial 
government. The TMO is administrative officer-in-charge of the following Tehsil 
Officers (TOs) heading the various offices at the tehsil level. 

 Tehsil Officer (Municipal Regulations) is responsible for licensing, 
management of municipal lands, estates, properties, facilities and enterprises 
and enforcement of relevant municipal laws, rules and bye-laws etc. 

 Tehsil Officer (Infrastructure and Services) is responsible for water, sewerage, 
drainage, sanitation, roads, other than provincial and district roads, streets and 
street lighting; fire fighting, park services. 

 Tehsil Officer (Planning) is responsible for spatial planning and land use 
control; building control; and coordination of development plans and projects 
with Union Administration, Village Councils and other local governments. 

 Tehsil Officer (Finance) is responsible for budget, revenue and accounts. 

In addition the TMO also coordinates the Chief Officers who are responsible for the 
operation and maintenance of municipal services under the territorial jurisdiction of 
the tehsils. 

The LGO, 2001 devolved municipal services to the TMAs. However, TMAs have not 
been able to manage their financial system effectively and maximize their revenue 
potential due to lack of capacity, lack of asset management/inventory, non-availability 
of records, non registration of all assets and service users, manual collection and 
recording system, and the distrust of citizens’ regarding the collection of service 
charges.  

 Finances play an important role in being able to provide improved municipal services 
to citizens. However, due to the reasons noted above, TMAs have not been able to 
collect more then 40% of their own source revenues. TMAs receive finances through 
two main sources: 



a. Intergovernmental fiscal transfers from the Provincial Finance Commission, 
provincial finance department and specific grants. These are fixed and beyond the 
control of the TMA. 

 
b. Own source revenues which are collected and retained by the TMA staff, and 

can therefore be increased either by increasing the existing tax rate, which would 
be an unpopular decision or through better management in the collection of own 
source revenue which may be achieved by: 

 
 Adopting a pro-active collection approach by sending demand and reminder 

notices to tax payers. 
 Proper management and follow up of arrears. 
 Providing timely, accurate and summarized information about billing amounts, 

collections, accounts, arrears, budgeting, receipts, expenditures, saving etc. in 
the form of periodical reports, and analysed data for informed decision 
making. 

 

2.3 Strengthening TMAs’ Management. 

The Districts That Work (DTW) project was designed to develop practical methods 
useful in building the capacity of local government units to deliver quality public 
services to their citizens, improve their management and have direct and measurable 
impact on the participatory nature of local governance. 

At the start of the project (August 2006), work was initiated in six districts. The 
number expanded to thirty districts and thirty TMAs in April, 2008. Between April, 
2008 and December, 2009, the project focused its attention on building the 
capabilities of these 60 local government units in financial management, health and 
education service delivery, and participatory budgeting. In TMAs DTW focused on 
helping the administration improve management of municipal services and increase 
their own source revenues.  

2.4 Use of Information Technology (Computerization) for effective 
Management.  

DTW worked with TMAs to develop a computer based financial management 
information system, named System for TMA Financial Management (STFM)  that can 
generate periodic bills / demand notices, provide accounting and budgeting support, 
follow up arrears by an automatic collection process, and generate information 
(summaries and comparisons) required to support decision-making by top / middle 
management. The STFM consists of the following five modules: (i) billing, (ii) 
collection, (iii) budgeting. (iv) accounting, and (v) complaint tracking. 

2.5 Development of the System for TMA Financial Management. 



At the start, the STFM comprised of four modules: billing, collection, budgeting and 
accounting, and was implemented over two phases, each focusing on 15 TMAs, after 
an initial piloting of the billing and collection modules in TMA Sambrial, Sialkot 
district. A one-week training was imparted to the TMA staff, and on 29th August, 2009 
TMA Sambrial issued the first ever computerized bills to water consumers. 

One of the objectives of the STFM, in addition to improving the efficiency and 
transparency of financial management processes and procedures, is to assist TMA 
councils in implementing policies to improve own source revenue. Presently, TMAs 
only receive the Annual Development Program (investment budget), as information 
on revenue and expenditures. This is not effective in helping to plan budgets. 
Budgeting is a largely perfunctory matter, with annual budgets approved without 
discussion in the space of minutes. With the STFM, it will be possible to provide  
TMA Councils  periodic, up to date reports on expenditures and revenue, and to 
formulate specific policies and targets for revenue generation. The successful 
implementation of the STFM in Sambarial encouraged other TMAs to use STFM as a 
tool to raise their OSR, by distributing computerized bills, collecting water user 
charges, fees, surcharge, rent etc; prepare budgets as per the new formats 
introduced by the New Accounting Model (NAM); maintain accounts; and track 
complaints  to redress grievances of citizens’. By August, 2009, the STFM was 
launched in all the 30 partners TMAs. 

 

 

 
3.2 Components of the System for TMA Financial Management. 
 

  

The System for TMA Financial Management has the following components: 

1. The Software – STFM. The software which was developed in-house, is based on the 
following systems:  Windows, Ms Office, SQL Server, Visual Studio and NET. This was 
provided to each TMA along with computers. When DTW ends the STFM will be handed 
over to the provincial government/PIFRA and counterpart TMAs. The provincial 
governments will be requested to replicate this system in the remaining TMAs, and will 
have the right to change/convert/up-grade the system as per their requirements.    

2. The Hardware and Networking. To support computerization of the five modules, the 
following hardware was provided to each member TMA.  

- Server     1 
- Computers (Work Stations)  3 
- Printers     2 
- UPS     4 



To enable an integrated support to TMAs, the above hardware was installed as a Local Area 
Network with the following specifications:  (i) the server and one printer was installed in 
the computer room, (ii) accounts, collection and complaint registration sections were 
provided one computer each, (iii) a printer was provided to the collection section for bill 
printing, and (iv) all four computers (server and three work stations) were given one UPS 
each for data protection in case of abrupt electric failure. 

a) Training 

Even well designed and technically elegant systems succeed or fail because of the way they 
are operated and used. Therefore, the quality of training and the personnel involved with 
the system in various capacities may help, hinder, and even prevent the successful 
implementation of an information system. Those associated with or affected by the 
system must know in detail what their roles will be, how they may use the system, and 
what the system will or will not do. The STFM team visited each TMA, where they 
selected one system administrator and three system users to be trained to implement 
STFM. The system administrator and system users were selected from the computer 
literate staff of partner TMAs to ensure that system will remain operational even if one or 
two persons get transferred from the TMA. The system administrators  were given 12 
days training on operation and trouble shooting, while system users were imparted 10 
days training. The training included (i) computer awareness, (ii) system operation training 
and OJT and (iii) system administrators training in maintaining the system. 

 

a. Data Entry 
By the time the system becomes operational, the manual data is converted into computer 

readable media. This is a parallel activity along with the system design / development / 
training. 

3.3.2 Development of STFM version I 
 

The STFM Modules 

Before the development of the modules, the pilot TMA, Sambarial, was visited and the STFM 
team reviewed the functioning of the TMA. This assessment included a situation analysis, 
review of different budget forms, registers, cash book, etc used by the TMA, as well as the 
system of addressing complaints, record keeping, billing system, collection system, record of 
assets, record of user charges, fees and taxes, and taxes schedule approved by the council. 
The assessment also examined the availability of human resources for municipal service 
delivery, collection of revenues, etc. Based on the situation analysis/assessment in Sambrial 
the STFM team developed the first version of STFM consisting of the following modules: 
 
Module  Functions 
Billing  Preparation of periodic bills for water charges, property tax and 

other receivables.  
 Issue defaulters notices 
 Prepare demand register 
 Billing summaries & comparisons for decision making. 

Collection  Automation of all collections 
 Collections from various sources of revenue 
 Area-wise & collector-wise defaulters list 
 Analysis summaries and comparisons for monitoring & decision 



making purposes 
Accounting  Maintenance of accounts based on PIFRA chart of account 

 Periodic management reports 
Budget management  Budget preparation 

 Head wise recording of budgeted amount 
 Automatic processing – income & expenditure 
 Updated status against each budget head 

Complaint tracking  Complaints registration 
 Online tracking 
 Department / sector / type / area wise analysis 
 Periodic management reports 

 
 

 
The following documents were prepared to support the modules. 

- User Manuals – these manuals show how to run the software by defining the functions 
available to the users, and step by step procedures to execute these functions. The user 
manuals are used during training and as reference material while operating the systems. 
The following user manuals have been prepared. 

 Billing & Collection System 
 Budget & Accounting System 
 Complaint Tracking System 

 
- System Administrators Reference Guides provide information on how to install and 

manage the SQL Server and STFM software, include guidance for backup and 
restoration, user account creation, and define roles for information access. The following 
guides have been prepared: 

 System Coordinator’s Reference Guide For Microsoft SQL Server And 
STFM Installation 

 System Coordinator’s reference Guide for  
Microsoft SQL Server Administration 

 

After piloting the software in TMA Sambrial further changes / improvements were made and 
STFM version I was implemented in the remaining 29 partner TMAs of DTW. The list of 
TMAs that have the STFM is in Annex B. 

Results of the Pilot and Replication of STFM version I 

Implementation of the STFM in Sambrial resulted in an increase in tax collection from Rs. 
65000 to Rs. 120000. The TMA was also expecting an arrear of Rs. 2 million in water user 
charges, but computerization of all records revealed  arrears of more than Rs. 12 million. The 
successful implementation of STFM at the Pilot Tehsil Sambrial encouraged DTW to  
implement STFM in all partner TMAs in the following sequence.  

 
Familiarization Visits were conducted to partner TMAs to orient TMA staff including TMO, 
Tehsil Nazim and all the TOs on the functions of STFM; how STFM can help own source 
revenue generation; and what is required of the TMA to make the STFM a success. The 
following was accomplished during this visit. 
 

- Meeting and presentation of STFM to TMA staff including TMO and Tehsil Nazim 



- Nomination of focal person 

- Selection of system administrator 

- Site selection for hardware installation  

- Loading of STFM data entry templates 

- Selection of data entry operator 

- Training of data entry operator 

Hardware Installation and Networking. The orientation visits were followed by a second visit 
to complete the hardware installation and network for all 4 computers (one server and three 
work stations). These work station were provided for billing, collection, budgeting and 
accounts and complaint tracking.  
 
Data Entry. Conversion of manual data into the computer readable format started in parallel 
to the training activity so that both could be completed simultaneously. 
 
Training. To economize on time, joint trainings were held for  TMAs at a central location as 
shown in Annex ‘C’. The seven-day training for system users emphasized hands-on practice 
on the different STFM modules. The system administrators were provided three additional 
days of training. The main responsibility of system administrators is to own the system and 
provide trouble shooting support for hardware, software and networking so that minor issues 
may not be a hindrance in the day to day functioning of the system. They are also 
responsible for securing access to information and allowing access only to cleared staff. The 
day wise schedule of training is attached as Annex ‘D’. 
 
Operationlization. Immediately after the training the STFM team operationalized the system 
by consolidating the entered data, having trained staff run parallel programs,  and handing 
over the system to the TMA. 
 
Technical support. During the live run of the system- particularly printing the first bills for 
water users, TMA personnel faced certain problems like operating new software 
independently, running the system, using code, retrieving software, preparing backup, 
printing of bills, use of printer for printing of bills, use of perforated papers etc.. These were 
resolved by the STFM team.  
 

3.4.1  DEVELOPMENT OF STFM VERSION 2.0  

Feedback from TMA personnel during the training and the operationalization visits revealed 
that TMAs wanted the STFM to include functions such as surcharge provision, property rent, 
sanitation billing and license printing. These additional functions were added to STFM 
VersionI piloted at TMA Sambrial and Version II was developed and implemented in all TMAs 
including Sambrial. The additional functional capability of STFM Version II is as follows: 

a) Property Rent including property record, tenant record, bills printing, rent collection, 
defaulters’ management, summaries and comparisons 



b) Sanitation Billing including users’ record, bills printing, collection, defaulters’ 
management, reports, summaries and comparisons 

c) Inclusion of Surcharge in Water/Sanitation Bills 

d) License Printing including creation of license record, collection, printing licenses, 
defaulters’ management, reports, summaries and comparisons 

The system was tested for quality assurance and was ready to the implemented in 30 partner 
TMA. The implementation of STFM Version II followed the same strategy as Version I, 
combining training and operationalization in TMAs.  

 

3.5.1 Conclusions 

The STFM has resulted in tremendous improvements in the collection of own source 
revenues. For example, in Sialkot Hub, Sambrial TMA increased its revenue 
collection by 88 percent -- from Rs. 65,000 per month to Rs. 120,000 per month; in 
Hafizabad collection increased by 58 percent, from Rs. 42,562 per month to 67,094 
per month;in Shakar Garh collection increased by 353 percent, from Rs. 85,420 to 
387,000; and in Phalia revenue collections increased by 124 percent, Rs. 52,750 to 
Rs. 118,105.  

Some of the major advantages of STFM are mentioned below: 

a. The STMF has replaced time consuming work that use to be done manually such 
as bill preparation, posting collections, vouchers etc. Staff are now able to spend 
more time on productive activities like collection of arrears etc. 

 
b. Water bill distribution to consumer is an honorable way to remind citizens that 

they have to pay this amount like electricity, gas and telephone charges. Citizens 
can now schedule the payment of the water bill and include it into their household 
budget expenditures.  

 
 
c. The system manages the arrears by including it in the current bill and then 

following tracking arrears in subsequent bills. Separate defaulter notices remind 
consumers aboutpaying the arrears. Being declared as a defaulter is humiliating 
for most consumer, and it usually motivates them to settle their arrears. In some 
cases consumers have paid thousands of rupees in arrears (Rs. 8000/- in one 
case).  

 
d. The summaries and comparisons of collection by location enable management to 

pin point problems / issues in collection, and develop necessary actions for 
improvement.  

 
e. The IT training provided to the TMA staff has improved their capacity, and 

introduced an IT culture paving the way for more IT interventions.    
 



f. The STFM has enhanced the transparency and accountability of the system. The 
demand note has two portions (counter foil); one portion is retained by the TMA 
officials with the money for record keeping, the second portion with the details 
regarding the payment is stamped and signed and returned to customers for their 
records. In case of any discrepancy customer can refer to the receipt for 
correction of the new bill. This process also prevents rent-seeking during the 
collections. 

 
 
 
g. TMAs have used their revenue increases to make improvements and expand 

water service delivery  
 
h. Consumers tend to make payments as they realize that the TMA is serious about 

collection & their data is now all electronic.  
 
i. Fear of imposition of surcharge compels service users to make payments in time. 

This applies to the water fee, property tax, sanitation billings, and issue of trade 
licenses.  

 
 
 
 
 
 



ANNEX A 

Local Area Network Plan for the STFM 

 



ANNEX B 

List of TMAs that have STFM 

 

 

 
 



ANNEX C 

STFM Training 

 

 



ANNEX D 

STFM Training Schedule 


