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technological enhancements essential for building robust,
decentralization and sustainable rural development.

Abstract: The management of Panchayati Raj finances in Rajasthan has witnessed significant transitions in recent years, marked by
evolving fiscal trends, persistent challenges, and emerging opportunities for future reform. While Rajasthan’s Panchayati Raj
Institutions (PRIs) have benefited from increased financial devolution—especially under the 15th Finance Commission, which
expanded fiscal space and enhanced focus on local development priorities—the financial autonomy of these bodies remains limited.
Challenges such as inadequate own source revenue generation, excessive dependence on state and central transfers, delays in fund
release, and poor convergence of sectoral programs continue to constrain effective grassroots governance. Limited technical and
administrative capacity further hampers financial management and resource mobilization. However, innovative interventions like
technological platforms for streamlining local revenue and policy measures for fiscal federalism present new prospects. This paper
reviews the prevailing financial trends in Rajasthan’s PRISs, critically examines the challenges faced, and discusses policy options and
self-reliant local finance systems that empower democratic
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1. Introduction

The Panchayati Raj system, long considered the backbone of
decentralized governance in India, is deeply rooted in
Rajasthan’s history as the state was the first to launch this
institutional model post-independence. Panchayati Raj
Institutions are constitutionally envisaged to play a crucial role
in rural administration, development planning, and delivery of
public services. In Rajasthan, the three-tiered Panchayati Raj
framework—comprising gram panchayats, panchayat samitis,
and zila parishads—operates at the village, block, and district
levels respectively, representing an ambitious experiment in
grassroots democracy and fiscal decentralization.

However, the management of Panchayati Raj finances in
Rajasthan reflects both the promise and perils associated with
democratic decentralization. Over the decades, PRIs have
gradually gained plan and non-plan funds as well as schematic
responsibilities, often without a commensurate increase in their
financial autonomy or capacity for revenue generation. This
financial dependency means that around 95% of their revenues
flow from higher levels of government, especially in the form
of grants from the Central and State governments.

Despite constitutional amendments and repeated
recommendations by Finance Commissions to strengthen local
fiscal capacity, most panchayats in Rajasthan continue to
grapple with structural shortcomings. These include an
inadequate tax base, irregular release of grants, staff shortages,
delayed payments, and poor infrastructure, all of which
significantly impede the effective fulfillment of their
development mandate. Rajasthan’s Panchayats, like their
counterparts in other Indian states, are primarily responsible
for implementing government schemes, maintenance of local

assets, and provision of basic public goods, but lack robust tax-
raising or asset-mobilization powers. This has led to a recurrent
discrepancy between the enormous expectations placed upon
the institution and the paltry resources at its disposal.

Emerging trends reveal that the total revenue of PRIs in
Rajasthan has seen some increase, supported overwhelmingly
by grants-in-aid rather than own-source revenues—property
taxes, profession taxes, land revenues, or service fees remain
grossly under-utilized. For example, in the recent fiscal years,
local self-government’s own tax revenue has contributed
minimally to overall funding, with most PRIs registering
average annual revenues of less than Rs. 6 lakh per panchayat.
This lopsided financial undermines  fiscal
decentralization, stymies genuine local empowerment, and
limits the ability of rural bodies to plan, innovate, and respond
to local challenges.

Challenges to the management of Panchayati Raj finances
further intensify with the advent of technological, economic,

structure

and social change. In Rajasthan, despite significant strides—
such as capacity-building initiatives under schemes like the
Rashtriya ~ Gram  Swaraj Abhiyan and increasing
computerization of rural accounts—most panchayats continue
to depend on external support. Issues such as declining fiscal
autonomy, under-devolution of responsibilities, inadequate
support staff, and challenges in financial management continue
to loom large. Moreover, the increasing volume and
complexity of fund flows from various centrally sponsored
schemes have made accounting, budgeting, and monitoring
more demanding and prone to leakages or inconsistencies.

On the plus side, the ongoing reform measures and capacity-
building exercises—supported by both State and Union
governments—offer new prospects for improvement. Recent
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trends, such as the push for digital governance, real-time
financial monitoring, robust training modules for PRI members
in financial management, and pilot efforts in leveraging non-
tax revenues, hold promise for more accountable, transparent,
and local  finance  management.  The
institutionalization of audits, community-based

responsive
regular
planning, participatory budgeting, and transparent grant
disbursal mechanisms are further expected to strengthen the
fabric of rural fiscal governance.

Looking ahead, the prospects for PRI finances in Rajasthan
will be shaped by the state’s commitment to deepen fiscal
federalism, empower local leaders, and enhance resource
mobilization beyond state and central grants. The way forward
must include greater devolution of untied funds, legal
empowerment for revenue-raising, integration of technology in
rural fiscal management, and sustained training to create a
financially literate cadre of PRI leaders and staff. Building
fiscal discipline, ensuring equity in inter-panchayat resource
allocation, and involving rural communities through Gram
Sabhas in financial decision-making are equally paramount.

In sum, the evolution of Panchayati Raj finances in Rajasthan
is marked by critical trends, complex challenges, and evolving
prospects. The journey toward vibrant, empowered, and
financially sustainable Panchayati Raj Institutions will require
a holistic strategy—spanning policy innovation, capacity
enhancement, fiscal decentralization, and a reinvigorated
commitment to the ideals of participatory local self-
governance.

The management of Panchayati Raj finances in Rajasthan
during 2011 reflected both developmental promise and
persistent shortcomings. Panchayati Raj Institutions in
Rajasthan exhibited significant reliance on government grants,
limited financial autonomy, and challenges in garnering own
revenue, amidst ongoing efforts to promote decentralized

governance and rural development.

2. Historical Trends

Panchayati Raj in Rajasthan, formalized through the Rajasthan
Panchayati Raj Act, 1959, was among the pioneering systems
in India, devolving over 25 functions to Rural Local Bodies.
The State Finance Commissions were constituted to review and
improve the financial position of PRIs, proposing
recommendations for the distribution of funds, assignment of
taxes, and grants-in-aid mechanisms. The own revenues of
PRIs, including taxes on property, fairs, water reservoirs, fees,
and rents, remained meager, making them dependent on state
transfers.

Between 2004 and 2010, Rajasthan saw a near-doubling of its
state revenues, but the share of Panchayati Raj finances within
this growth remained limited. The compound annual growth
rate for overall revenue receipts was about 14%, and while
certain mineral and mining resources bolstered State revenue,
their direct impact on the fiscal autonomy of PRIs was
restricted by devolvement practices.

3. Expenditure Patterns

The percentage of expenditure out of available PRI funds
decreased from 81.56% in 2008-09 to 57.91% in 2011-12,
indicating declining utilization and possible issues with fund
flow management and capacity at local bodies. Data from
selected districts revealed wide variations in
collections and expenditures among Zilla Parishads, Panchayat

revenue

Samitis, and Village Panchayats, emphasizing disparities in
resource availability and management.

4. Challenges in PRI Finances

4.1. Financial Dependency

PRIs depended overwhelmingly on grants from the State
Government, eroding their financial autonomy. Reports
indicated more than 60% of their income was state-subscribed,
with own resources filling only a fraction of total needs.
Grants-in-aid increased substantially during 2008-10, but the
institutional framework for centralized data collection on PRI
finances was weak, restricting financial transparency and
accountability.

4.2. Administrative Capacity Gaps

Persistent irregularities and deviations in accounting were
reported, such as non-reconciliation of cash balances,
expenditure above allotment, and weak internal audit
in PRIs. These lapses reflected
in administrative capability and financial

mechanisms serious
shortcomings

discipline.

4.3. Limited Local Resource Mobilization

Efforts to encourage property tax and other local revenue
collection often foundered due to political sensitivity and lack
of enforcement capacity within village-level institutions. The
decentralized taxation powers, though legislated, were under-
utilized, aggravated by insufficient staff and training at the
Panchayat levels.

4.4. Political and Bureaucratic Interference

State governments sometimes superseded PRIs or appointed
administrators, undermining local democratic functioning and
weakening fiscal planning at the grassroots. Shortcomings in
support staff, including clerks and data operators, compounded
execution woes.

4.5. Functionality and Service Delivery

Despite devolution on paper, core sectors like health,
education, and irrigation remained largely under state control,
limiting Panchayats' autonomy in budgeting and resource
allocation for local priorities. Schemes such as MGNREGA
provided visibility and untied funds, but sustainable financial
empowerment of PRIs remained elusive.

5. Data Analysis (2011)

Statistical analysis from major reports and government audits
highlights:

® Own revenue of PRIs remained under 10% of total receipts,

with most funds coming through grants and assignments from
higher tiers.
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® Grant-in-aid from State Government increased by over 56%
in 2008-09 and 146.33% in 2009-10 over previous years.

® Zilla Parishad and Panchayat Samiti-level schemes often
accounted for more than 95% of developmental fund flow,
leaving village panchayats with very little financial latitude.

® Attempts to introduce robust accounting standards and
digital record-keeping faced delays, and compliance was spotty
across districts.

6. Prospects and Recommendations
6.1. Strengthening Fiscal Autonomy

® [ncrease untied grants from Finance Commissions to
Panchayats for more discretionary spending and enable better
local planning.

® Encourage local resource generation (property, professional
taxes, fees) through capacity-building and legislative support.

6.2. Enhancing Capacity and Accountability

dedicated  local-level  bureaucrats  and
administrative staff to improve financial

budgeting, and service delivery.

® [ntroduce
management,

® Expand digital governance platforms and regular audits to
ensure compliance and transparency in PRI operations.

6.3. Reducing Political Interference

® Develop frameworks to insulate PRIs from arbitrary state
interference, fostering genuine decentralization and grassroots
empowerment.

6.4. Focus Area: Disparity Reduction

® Target assistance and technical support to underdeveloped
districts and backward Panchayats for more balanced

development.

® Promote knowledge sharing and networking among PRIs to
replicate successful local revenue practices (e.g., property tax
enforcement in leading states).

7. Conclusion

The financial management of Rajasthan’s Panchayati Raj
institutions during 2011 was shaped by a duality of growth

and dependency. Despite legislative provisions for
decentralization, PRIs were hamstrung by inadequate fiscal
autonomy, irregular accounting practices, —managerial
incapacity, and political intervention. Prospects for improved
financial strength rest on empowering PRIs with more untied
funds, stronger local revenue sources, better data management,
and robust administrative capacity. Sustainable progress will
require persistent reforms and strategic investment, particularly

for backward regions.
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