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Manipur 97.24 678.62 542.70 801.78 1497.41 1480.28 849.67 

Orissa 480.34 529.15 586.54 924.43 1236.05 1223.48 830.00 

Andhra Pradesh 500.74 487.36 889.19 962.53 895.53 936.79 778.69 

Rajasthan 539.95 695.51 886.47 743.09 797.68 926.33 764.84 

Gujarat 427.81 509.18 726.40 676.68 773.98 1124.79 706.48 

Maharashtra 491.08 565.85 710.10 684.52 774.03 832.09 676.28 

Assam 420.56 526.57 798.46 697.88 784.03 779.81 667.89 

Karnataka 428.04 514.10 700.50 775.36 713.21 831.50 660.45 

Sikkim 348.22 618.84 724.28 574.02 666.36 608.52 590.04 

Tamil Nadu 333.50 403.33 454.00 441.68 526.12 767.03 487.61 

Kerala 282.94 332.01 384.07 535.47 606.72 614.12 459.22 

West Bengal 157.41 184.38 340.33 368.77 446.23 556.56 342.28 

Goa 73.71 68.18 187.30 150.47 220.08 135.41 139.19 

Himachal Pradesh 50.18 95.00 121.18 117.89 145.10 187.20 119.43 

Chhattisgarh 99.67 114.78 110.46 111.35 120.97 157.38 119.10 

Uttarakhand 22.60 10.91 30.01 43.27 63.73 37.00 34.59 

Uttar Pradesh 4.38 7.70 9.68 11.61 10.37 8.77 8.75 

Jammu and 
Kashmir 

0.00 0.00 0.00 0.00 0.00 0.00 0.00 

All States 309.2 364.2 540.7 541.7 562.5 631.2 491.6 

 
4.4.2. The following conclusions emerge from a study of Table 31:  
 

 One can observe from the table 31 that Tripura has the highest per capita spending at 
Rs. 1048 and the lowest is Uttar Pradesh at Rs. 8.77. 

 

 The trend seems to be similar if one excludes Karnataka, Gujarat and North-Eastern 
states.  Per capita expenditure are high in these states for two reasons. The first one is 
transferring the salaries of functionaries to PRIs and second being that hilly states do 
need to spend much more on provision of services with low density of population and 
hilly terrain. 

4.5. Comparison of revenues and expenditures: 

 
4.5.1. As a final check of whether the data is consistent over a period of years, a 
comparison was undertaken of the revenues and expenditures by States. The hypothesis is 
that while there need not be a strict one to one correspondence between revenues and 
expenditures, the difference ought not to be considerable, or show sudden increases or 
reductions. Any such tendencies would throw doubt on the data that is compared. 
Discrepancies in the expenditure and income may arise due to the following factors –  
 

 States might not have reported opening or closing balances under the revenue and/or 
expenditure heads; 
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 While typically we analyze intergovernmental fiscal transfers as involving the Centre, the 
States and Local governments. We often overlook the fact that there is a system of inter-
agency transfer within the three levels of RLBs. There is often not sufficient knowledge 
of how transfers between different levels of local government are accounted for in 
different States. For example, there might be arrangements through which funds are 
assigned or given by one level as an agency to other levels. In such cases, there is a 
likelihood of expenditure being booked separately and independently by each level, as 
being on its own account.  

 

 As a corollary of such arrangements, money transferred for the performance of agency 
functions, if unspent, may be re-credited back to the higher level of government, where 
it might be classified as revenues again. If the nuances of such inter-level transfers 
happening within the RLB system is not understood or captured accordingly, there is the 
strong possibility of double accounting happening at multiple levels, which might reflect 
in discrepancies between revenues and expenditures.  

 
4.5.2. In order to detect whether there are any such discrepancies, a comparison of 
Revenues, expenditures and the deficits or surpluses that arise, was undertaken on a State 
wise basis (Table 32). 
 
Table 32: Comparison of per-capita revenues and expenditures  

  Per Capita Revenues (Rs) Per Capita Expenditures (Rs) Deficit/Surplus 

 State 
2009
-10 

2010
-11 

2011
-12 

2012
-13 

2009
-10 

201
0-11 

2011
-12 

2012-
13 

2009
-10 

2010
-11 

2011
-12 

2012-
13 

Village level 

Andhra 612 729 745 646 441 481 455 467 171 249 290 179 

Assam 465 450 422 429 253 207 231 287 213 243 191 142 

Chhattisgarh 104 154 184 242 176 188 204 236 -72 -34 -20 6 

Goa 248 385 712 344 297 334 375 415 -49 52 336 -71 

Gujarat 234 316 312 370 206 199 213 255 28 117 99 116 

Himachal  1296 1641 1452 1763 129 122 148 193 1167 1520 1304 1570 

J&K 213 294 776 1144 Expenditure is made through line departments 

Karnataka 1156 1031 815 925 1007 825 665 775 149 206 150 150 

Kerala 895 1068 1305 1616 599 817 936 1055 296 251 368 561 

Manipur 856 1140 1798 1694 484 625 1187 1152 372 514 611 542 

Maharashtra 258 347 349 357 188 185 222 265 70 162 127 92 

Orissa 244 328 377 423 137 180 229 262 108 148 147 161 

Rajasthan 1268 1053 1013 1084 710 550 613 722 558 503 401 361 

Sikkim 682 881 1725 541 375 629 653 574 307 252 1072 -33 

TN 854 1114 1392 1638 394 380 460 690 460 734 932 948 

Telangana 787 991 595 710 716 911 501 629 71 80 93 82 

Tripura 2124 2072 2954 3098 876 900 1258 1338 1248 1172 1695 1760 

Uttarakhand 138 145 155 229 44 61 95 71 94 85 60 158 

UP 446 111 451 345 29 30 23 20 418 82 428 324 

WB 458 431 478 586 329 342 353 446 129 89 124 140 
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All States 617 548 643 672 344 338 330 392 273 210 312 280 

 Intermediate level 

Andhra 732 845 702 777 535 585 493 532 197 260 210 245 

Telangana 784 815 487 589 645 648 399 487 139 167 88 102 

Assam 581 506 557 477 450 408 448 379 131 98 108 98 

Chhattisgarh Information not furnished 

Gujarat 1689 2146 2138 2635 1285 1586 1676 2062 404 560 462 572 

HP 69 109 149 217 35 47 60 48 33 62 89 169 

J&K No activity at block level structure 

Karnataka 1885 2137 2315 2908 1780 2008 2137 2732 105 129 178 176 

Kerala 373 452 528 659 298 358 432 452 75 93 96 207 

Manipur No activity at block level structure 

Maharashtra 1369 1506 1754 2097 1389 1603 1769 1924 -20 -98 -16 173 

Orissa 288 614 817 771 289 627 861 784 -1 -12 -43 -13 

Rajasthan 265 262 261 302 235 234 250 283 30 28 11 19 

Tamil Nadu 237 266 376 432 156 170 173 216 81 97 203 216 

Tripura 69 42 47 87 69 44 50 84 0 -2 -4 3 

Uttarakhand Information not furnished 

UP 46 51 116 39 113 33 30 27 -67 18 86 12 

West Bengal 184 318 382 387 101 222 331 293 83 96 51 94 

All States 580 679 747 850 261 275 300 326 319 405 446 524 

District Panchayats 

Andhra 305 244 205 214 82 63 86 73 223 181 119 141 

Assam 183 177 212 223 153 146 174 172 30 32 38 51 

Chhattisgarh Information not furnished 

Goa 77 83 88 86 45 43 48 55 32 40 40 30 

Gujarat 1157 1481 1516 1754 703 873 985 1160 454 608 531 595 

Himachal 18 19 27 29 17 16 14 24 1 4 13 5 

J&K Line departments make the expenditures 

Karnataka 1321 1512 1411 1617 1849 2655 1773 1814 -529 -1143 -362 -197 

Kerala 154 182 164 150 145 139 168 202 9 42 -4 -52 

Manipur 67 188 328 370 67 184 318 363 0 4 9 7 

Maharashtra 2028 2289 2612 2922 1787 2018 2255 2197 240 272 357 725 

Orissa 216 178 209 246 217 179 210 248 -1 -1 -2 -2 

Rajasthan 177 206 262 268 134 159 191 178 43 47 71 91 

Sikkim 358 432 662 551 656 477 551 506 -298 -45 111 45 

Tamil Nadu 18 15 38 40 16 12 26 31 2 3 12 9 

Telangana 95 67 61 80 118 127 62 110 -23 -60 -1 -30 

Tripura 67 95 125 255 71 164 208 580 -4 -69 -83 -326 

Uttarakhand Information not furnished 

UP 63 65 69 61 50 58 63 39 13 7 6 22 

West Bengal 241 216 232 247 118 103 124 132 123 113 109 115 

All States 464 514 559 620 268 309 298 313 195 205 260 307 

 



74 | P a g e  
 

4.5.3. The following are the conclusions that emerge from a study of Table 32:  
 

 Except in the case of the highlighted States, the differences between revenues and 
expenditures do not seem to be considerable. In the case of both Himachal Pradesh 
and Tripura either the receipts are over stated or expenditures under stated. 

 

 In the case of district panchayats in Karnataka there are continuous negative 
balances, caused by expenditures that seem to be more than revenues. This may be 
due to the fact that withdrawal of unspent balances, expenditures and transfers in 
the form of sanctions of funds from the treasury system might not be reflected in 
the accounts as revenue receipts. It may be also that state deficits are financed 
through opening balances, which are not mentioned in the data Schedules. 

 



75 | P a g e  
 

Chapter 5: Assessment of the Gap in Financial Resources 

 

5.1. Determination of Financial Gap 

 
In this chapter, an assessment of the gap in financial resources required for provisioning of 
services of the required standards has been made. The approach adopted is to undertake 
this exercise individually for each sector, followed by the synthesis of information for all 
sectors. This enables an assessment of the cumulative gaps and the contribution of each 
sector relative to the other, to this cumulative gap. The financial models developed for 
undertaking these calculations enable the assumptions to be changed as required, to 
undertake calculations for various scenarios. 
 

5.2. Assessment of the gap in provisioning of drinking water supply: 

 

5.2.1 Methodology & Assumptions 

From the previous chapter the cost of addressing the service delivery gap for drinking water 
supply was determined. We analysed the expenditure data provided by the states by core 
function and extrapolated this expenditure for 2015-2020 to arrive at expenditures for core 
functions for the said period.  The principal hypothesis adopted was that income to that 
extent will be made available based on past trends to address expenditure. The gap is 
therefore defined as the expenditure, i.e., the cost of service projected in 2020. 

 

 Out of 29 States, we received data from 19 states. The 10 States with missing data are 
Bihar, Jharkhand, Jammu & Kashmir, Madhya Pradesh, Punjab, Haryana, Mizoram, 
Meghalaya, Arunachal Pradesh & Nagaland. 
 

 The logic applied to arrive at financial gaps is a workaround in the context of data 
insufficiency, limited details and consistency that were observed during the course of 
analysis 
 

 On analysis of the per capita costs for water supply for the 19 states, it was determined 
that there was no pattern, trend or decipherable logic to explain the quantum of 
disbursement between 2007 and 2013. 
 

 In this context the average per capita cost was computed for the six year time frame. 
This number has been used as the baseline for computing the figures for the duration 
2015-2020 
 

 The Compounded Annual Growth Rate (CAGR) for the 6 year period has been 
established and is applied over a five year period on the baseline average per capita 
figure computed in the previous step. 
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 The projected cost per capita in 2020 is compared with the cost per capita provided in 
the previous chapter and the difference is computed as the gap per capita 
 

 This per capita gap is multiplied by the projected average rural population for each state 
to arrive at the actual financial numbers 
 

 In the absence of data for Bihar and Jharkhand, Uttar Pradesh’s data has been allocated 
to these two states, since they share quite a few similar attributes. 
 

 For Madhya Pradesh, we have applied data from Chhattisgarh on the same principles as 
that for Bihar and Jharkhand 
 

 For all other states, the national average computed with only the 19 states has been 
applied uniformly. 
 

 Though the extrapolation of current data for some states projects a surplus instead of a 
gap, this skewed finding is addressed when we take all 29 states together into the 
context.  
 

This computation has been used to arrive at a national level figure by working through the 
details and cannot be seen as representing the projected requirements of each state (Table 
33). 

 
Table 33: Computation of costs for meeting service delivery norms for the supply of 
drinking water. Details in financial model 8 

State 

Average per 
capita (Rs) 

(assumed for 
computing 
2015-2020) 

CAGR 

Projected per 
capita 

expenditure 
from 2015-20 
based on past 
expenditure 

Per capita 
Cost 

estimated 
as per 

norms for 
2015-2020 

Per capita 
Gap/ 

Surplus 

Total 
Gap/Surplus 

(in Rs. Cr) 

Andhra Pradesh 51.5 13% 378.31 843.9 -465.62 -1636.2 

Arunachal 
Pradesh 

73.3 13% 539.01 1041.0 -501.99 -62.6 

Assam 39.4 25% 406.05 549.0 -142.94 -426.7 

Bihar 37.2 19% 321.31 664.8 -343.48 -3753.2 

Chhattisgarh 14.7 10% 98.27 1036.6 -938.29 -2082.0 

Goa 4.4 13% 32.36 680.9 -648.57 -314.1 

Gujarat 40.5 12% 286.51 851.7 -565.18 -2092.4 

Haryana 73.3 13% 539.01 557.9 -18.86 -33.3 

Himachal Pradesh 33.2 28% 366.89 1146.6 -779.76 -526.0 

J&K 73.3 13% 539.01 1223.4 -684.40 -713.5 

Jharkhand 37.2 19% 321.31 1350.9 -1029.54 -2955.7 

Karnataka 112.2 12% 808.99 1200.5 -391.56 -1544.9 

Kerala 44.9 4% 254.97 853.5 -598.52 -870.9 
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Madhya Pradesh 14.7 10% 98.27 1167.2 -1068.89 -6385.8 

Maharashtra 106.8 12% 762.29 1248.0 -485.73 -3214.0 

Manipur 172.9 74% 6142.07 1191.9 4950.18 916.1 

Meghalaya 73.3 13% 539.01 1266.7 -727.67 -92.5 

Mizoram 73.3 13% 539.01 909.2 -370.18 -22.0 

Nagaland 73.3 13% 539.01 2995.5 -2456.53 -312.1 

Orissa 72.3 15% 567.92 945.1 -377.16 -1431.7 

Punjab 73.3 13% 539.01 641.2 -102.16 -187.0 

Rajasthan 182.8 11% 1264.63 1213.9 50.70 297.9 

Sikkim 497.8 5% 2920.62 1257.6 1663.02 73.4 

Tamil Nadu 126.1 17% 1044.92 638.0 406.97 1586.7 

Telangana 85.0 0% 429.56 844.1 -414.49 -908.1 

Tripura 143.1 28% 1579.89 939.7 640.21 176.4 

Uttar Pradesh 37.2 19% 321.31 518.1 -196.81 -3463.8 

Uttarakhand 3.1 65% 89.38 808.8 -719.41 -548.6 

West Bengal 39.4 24% 394.00 798.8 -404.81 -2655.8 

All States      -33182.4 

 

An amount of Rs. 33,182.4 crores is established as the financing gap for drinking water 
supply, projected for the period 2015-2020 at the national level.   
 

5.3. Assessment of the gap in provisioning of sanitation & hygiene: 

 

5.3.1 Methodology & Assumptions 

The same methodology applied for drinking water supply has been used to calculate the 

financial gap for sanitation and hygiene as well. 

 

o Sanitation and hygiene includes Independent Household Hold Latrines, Solid Waste 

Management, Liquid Waste Management, School Toilets and Anganwadi Toilets.  

 

o Out of 29 states, data was received from 15 states and was not available for 14 

states. Per capita expenditure for sanitation and hygiene in each of these 15 states 

was computed 

 

o The states for which per capita could not be computed include Haryana, Punjab, 

Bihar, Madhya Pradesh, Mizoram, Nagaland, Jharkhand, Arunachal Pradesh, Jammu 

& Kashmir, Chhattisgarh, Goa, Meghalaya, and Uttarakhand 
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o Bihar and Jharkhand did not provide data and hence UP’s data was used to compute 

the gap for them as a workaround 

 
o For the remaining 12 states, the national average computed for the 15 states was 

applied directly as a workaround to arrive at the projected expenditure from 2015-
2020 

 
o For Sikkim, data for only two years was provided for which a simple average and the 

linear growth was used as the basis for extrapolating expenditure. 
 

o Manipur was the only state that pointed to a surplus, i.e., expenditure greater than 
the required costs for the period 2015-2020. As mentioned previously in the case of 
drinking water supply, the context of 29 states together provides a net of the 
financial gap for at the national level. 
 

Table 34: Computation of costs for meeting service delivery norms for the Provision of 
sanitation. Details in financial model 9 

State 

Average per 
capita 

(assumed for 
computing 
2015-2020) 

CAGR 

Projected per 
capita 

expenditure 
from 2015-20 
based on past 
expenditure 

Per capita 
Cost 

estimated 
as per 

norms for 
2015-2020 

Per capita 
Gap/ 

Surplus 

 Total Gap/ 
Surplus in INR 

Andhra Pradesh 24.5 9% 161.67 1625.8 -1464.11 -5144.92 

Arunachal Pradesh 23.6 20% 209.73 873.7 -663.99 -82.81 

Assam 58.1 12% 410.01 877.7 -467.71 -1396.34 

Bihar 31.4 33% 398.19 1347.7 -949.47 -10374.87 

Chattisgarh 23.6 20% 209.73 1686.9 -1477.13 -3277.64 

Goa 23.6 20% 209.73 877.7 -667.97 -32.35 

Gujarat 45.2 6% 270.24 1255.2 -984.92 -3646.35 

Haryana 23.6 20% 209.73 857.5 -647.82 -1145.56 

Himachal Pradesh 1.2 4% 6.65 1026.6 -1019.95 -687.99 

Jammu and Kashmir 23.6 20% 209.73 1018.5 -808.76 -843.09 

Jharkhand 31.4 33% 398.19 1540.5 -1142.33 -3279.51 

Karnataka 46.2 26% 491.01 1477.5 -986.48 -3892.15 

Kerala 3.2 1% 16.53 780.4 -763.87 -1111.46 

Madhya Pradesh 23.6 20% 209.73 1612.8 -1403.04 -8381.99 

Maharashtra 2.1 5% 12.30 1312.4 -1300.06 -8602.24 

Manipur 79.4 47% 1445.40 817.0 628.36 116.28 

Meghalaya 23.6 20% 209.73 774.4 -564.63 -161.66 

Mizoram 23.6 20% 209.73 754.7 -544.99 -32.32 

Nagaland 23.6 20% 209.73 1006.6 -796.86 -101.24 

Orissa 10.6 4% 59.51 1799.0 -1739.54 -6603.51 

Punjab 23.6 20% 209.73 879.9 -670.13 -1226.91 

Rajasthan 10.7 -1% 52.26 1339.2 -1286.93 -7561.56 



79 | P a g e  
 

Sikkim 8.2 -41% 0.00 1776.9 -1776.87 -78.41 

Tamil Nadu 18.2 22% 169.70 1751.1 -1581.44 -6165.74 

Telangana 12.6 0% 63.28 1529.4 -1466.09 -3212.18 

Tripura 32.9 12% 236.58 788.7 -552.16 -152.12 

Uttar Pradesh 31.4 33% 398.19 1206.6 -808.45 -14228.43 

Uttarakhand 23.6 20% 209.73 916.1 -706.35 -538.61 

West Bengal 23.2 38% 334.66 1222.0 -887.31 -5821.40 

All States      -97667.07 

 
As per Table 34 above, an amount of INR 97,667.07 crores is established as the financial 
gap for sanitation and hygiene, projected for the period 2015-2020 at the national level. 
 

5.4. Assessment of the gap in provisioning of roads: 

 

5.4.1 Methodology & Assumptions 

19 of 29 states provided data on roads. The states for which computations were not 

possible were Arunachal Pradesh, Bihar, Jharkhand, Punjab, Haryana, Madhya Pradesh, 

Meghalaya, Mizoram, Nagaland and Jammu & Kashmir. However, after analysing the data, it 

was determined that it was not possible to obtain specifics on panchayat and village roads, 

the superintendence and control of which are devolved to the RLBs. In this context, we 

considered data from the Ministry of Road Transport and Highways which was also adopted 

for calculating the costs detailed in Chapter 2. 

 

A fundamental assumption being made is that the entire cost projected for 2015-2020 for 

rural roads (Panchayat and PMGSY) roads is taken as a gap. Another secondary assumption 

is that we would look only at maintenance of panchayat roads and PMGSY roads. This is so 

because, norms for road construction vary drastically across and within states and it is 

impossible to factor road projects and associated capital costs given the multiple variables 

involved. However, given that we know the length of existing roads (panchayat and rural 

roads), whether they are surfaced or not, we have norms to provide maintenance  for these 

roads. These norms have been factored while arriving at the projected costs for 2015-2020 

which is also the financial gap as assumed above.  

 

Based on these assumptions, Table 35  below provides the relevant particulars for roads. 

 
Table 35: Computation of costs for meeting service delivery norms for the 
maintenance of rural roads. Details in financial model 5 

S.No State 

Surfaced Roads 
Maintenance cost  
@ 18650 per km - 

2015-2020 

Unsurfaced Roads 
Maintenance cost  
@ 12450 per km - 

2015-2020 

PMGSY Roads – 
Maintenance cost  
@ 18650 per km - 

2015-2020 

Grand Total 
(Roads) 

2015-2020 
(Gap) 
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1 Andhra Pradesh 374.24 269.79 108.75 752.78 
2 Arunachal Pradesh   31.19 31.19 
3 Assam 102.85 1210.54 114.13 1427.53 
4 Bihar 214.20 410.92 184.41 809.54 
5 Chattisgarh   181.48 181.48 
6 Goa 25.19 14.85 1.48 41.52 
7 Gujarat 389.48 16.60 70.76 476.84 
8 Haryana   41.81 41.81 
9 Himachal Pradesh 1.20 2.68 93.48 97.37 

10 Jammu & Kashmir 15.79 6.52 26.89 49.20 
11 Jharkhand   67.93 67.93 
12 Karnataka 685.53 458.76 144.92 1289.21 
13 Kerala 652.68 521.68 13.88 1188.24 
14 Madhya Pradesh 48.14 261.47 461.17 770.78 
15 Maharashtra 797.74 103.34 199.07 1100.15 
16 Manipur  23.13 27.64 50.77 
17 Meghalaya 0.05 3.73 9.41 13.18 
18 Mizoram   19.61 19.61 
19 Nagaland 61.56 80.01 24.85 166.42 
20 Orissa 158.85 958.87 215.23 1332.95 
21 Punjab 513.44 0.00 41.35 554.79 
22 Rajasthan 76.08 224.90 453.35 754.33 
23 Sikkim   22.39 22.39 
24 Tamil Nadu 852.39 228.96 92.41 1173.76 
25 Tripura 48.86 57.20 21.80 127.87 
26 Uttarakhand   37.78 37.78 
27 Uttar Pradesh 125.22 212.18 371.48 708.88 
28 West Bengal 136.93 908.43 110.46 1155.82 
29 Telangana 271.00 195.37 78.75 545.12 

 
All States    -14989.24 

       

5.4.1. As per table 35 above, an amount of INR 14,989.2 crores is established as the 
financial gap for maintenance of Panchayati raj and village roads as projected for the 
period 2015-2020 at the national level. 
 

5.5. Assessment of the gap in provisioning of streetlights: 

 

5.5.1 Methodology & Assumptions  

 
The same methodology as applied to drinking water as well as sanitation has been applied 
to arrive at the financial gap for Streetlights.  
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 Data from 14 states was used to establish projections for expenditure for 2015-2020 by 
using the average per capita expenditure and applying the six year CAGR to the 
corresponding 5 year period of 2015-2020 
 

 For states where data was not available, the national average as computed for the 
remaining 14 states was directly used as the basis to determine expenditure projections 
 

 Data of Uttar Pradesh was not used for Jharkhand and Bihar respectively which however 
was the case for drinking water supply and sanitation, where it was previously assumed 
that similar conditions and attributes prevail in the said states. 
 

 From the previous chapter on projected costs for service delivery, the per capita cost 
projections were then subtracted from the projected expenditure to arrive at the 
financial gap. 

 
Table 36 below provides relevant particulars for streetlight computations.  

Table 36: Computation of costs for meeting service delivery norms for the provisioning 
of streetlights. Details in financial model 10 

State 
Compounded 

Annual 
growth rate 

Projected per 
capita 

expenditure 
from 2015-20 
based on past 
expenditure 

Per capita 
Cost 

estimated 
as per 

norms for 
2015-2020 

Per capita 
Gap/ 

Surplus 

Total 
Gap/Surplus 

in INR 

Andhra Pradesh 12% 229.72 142.48 87.24 306.56 
Arunachal 
Pradesh 

17% 154.98 1334.07 -1179.09 -147.05 

Assam 17% 154.98 254.66 -99.68 -297.59 

Bihar 17% 154.98 165.71 -10.73 -117.21 

Chhattisgarh 32% 18.15 263.60 -245.45 -544.64 

Goa 10% 151.82 196.50 -44.68 -2.16 

Gujarat 12% 102.69 143.31 -40.63 -150.42 

Haryana 17% 154.98 111.69 43.29 76.55 

Himachal Pradesh 17% 154.98 788.32 -633.34 -427.21 
Jammu and 
Kashmir 

17% 154.98 181.42 -26.44 -27.56 

Jharkhand 17% 154.98 165.71 -10.73 -30.80 

Karnataka 17% 309.39 207.54 101.85 401.86 

Kerala 9% 190.08 20.78 169.30 246.33 

Madhya Pradesh 17% 154.98 260.01 -105.04 -627.50 

Maharashtra 8% 25.91 184.09 -158.18 -1046.64 

Manipur 17% 154.98 392.58 -237.60 -43.97 

Meghalaya 17% 154.98 698.64 -543.66 -155.66 

Mizoram 17% 154.98 358.46 -203.48 -12.07 

Nagaland 17% 154.98 334.23 -179.25 -22.77 

Orissa 9% 73.38 387.31 -313.93 -1191.71 
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Punjab 17% 154.98 197.63 -42.65 -78.08 

Rajasthan 28% 23.98 223.27 -199.29 -1170.99 

Sikkim 17% 154.98 286.38 -131.40 -5.80 

Tamil Nadu 10% 506.78 114.78 392.01 1528.36 

Telangana 3% 34.34 128.23 -93.89 -205.70 

Tripura 16% 33.97 93.71 -59.75 -16.46 

Uttar Pradesh 42% 426.08 165.71 260.38 4582.56 

Uttarakhand 17% 154.98 614.85 -459.87 -350.66 

West Bengal 34% 7.47 169.80 -162.34 -1065.03 

All States     -595.48 
     

5.5.1. As per table 36 above, an amount of INR 595.48 crores is established as the 
financial gap for maintenance of streetlights as projected for the period 2015-2020 at the 
national level. 
 

5.6. Assessment of the gap in provisioning of  community assets: 

 

5.6.1 Methodology & Assumptions 

Community Assets have been dealt with in a slightly different manner as compared to other 
core services. As mentioned in the previous chapter that provided us the cost projections 
for 2015-2020, we have considered only those community assets that are a part of the core 
civic responsibility of a panchayat. These include among others, markets, fairs, parks, 
playgrounds, community ponds, fisheries, bathing ghats, cart stands, cattle pounds, burial 
grounds and crematoria etc. As mentioned in the previous chapter, there are other funding 
options available to create Panchayat assets such as buildings or those that need 
infrastructure creation at a capital cost. For the current purpose only the above mentioned 
core civic responsibilities have been factored. 

 
Burial grounds are one of the most important community assets in a Panchayat. It is 
assumed that one Panchayat has one burial ground to cater to all the wards within the 
Panchayat. Though each village might have its own burial ground, the concept of a 
consolidated burial ground to cater to the needs to a set of villages under a Panchayat has 
been used as a prime assumption. These need constant maintenance and there is also the 
ever growing demand for space as more bodies need to be cremated/buried. Hence there is 
significant capital and maintenance cost involved in the upkeep of this asset.  
 
As per secondary research, it is extremely difficult to arrive at norms for the other 
community assets mentioned above, besides burial grounds. We therefore have created a 
model – a flexible structure that provides for computing expenditure for burial grounds as 
well as for other community assets. 
 

 19 states furnished expenditure information on community assets. The same 
methodology of using the average per capita expenditure and 6 year CAGR to project 
growth in expenditure for 2015-2020 was adopted.  
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 The per capita expenditure furnished by states includes expenses incurred on buildings 
and other cost intensive asset construction, acquisition or maintenance 
 

 We have therefore created a model that assumes a certain percentage of the per capita 
expenditure to have been spent on the community assets mentioned above and which 
includes burial grounds as well 
 

 Being a model the number mentioned above can be changed to arrive at suitable figures 
based on changed assumptions 
 

 It is assumed that the current allocation for community assets as a % of total allocation 
per capita is 5%. As mentioned this can be changed 
 

 Using the above assumption the per capita amount is determined. This amount is then 
translated into absolute expenditure by multiplying the same with the average rural 
population projected (state wise) for 2015-2020 
 

 Similarly on the cost side, we have absolute costs (not per capita) available for burial 
grounds. We applied a uniform per capita of 46.16 to arrive at absolute costs for each 
state. 
 

 We have made another variable provision of 20% on the projected costs for burial 
grounds. This can also be varied/changed. This provision factors for the costs of the 
other community assets mentioned above. 
 

 The gap therefore is the difference between the projected expenditure for core services 
computed above and the projected costs of burial grounds and other community assets 
that have been factored at 20% of the cost of burial grounds. 

 
Table 37 below provides the relevant computations for community assets.  
 

Table 37: Computation of costs for meeting service delivery norms for the provisioning 
of community assets (in Rs. Crores). Details in financial model 11 

State 

Current 
allocation to 

core civic 
responsibilities 

(community 
assets) 

Projected 
expenditure 
2015-2020 

Cost 
estimated 

as per 
norms for 

2015-
2020 
Burial 

Grounds 

 Cost 
estimated 
for 2015-

2020 
(Other 

community 
Assets) INR 

Total Costs 
2015-2020 

(Community 
Assets) Rs. 

Gap in 
Rs. 

crores 

Andhra Pradesh 8.66 30.44 178.43 35.69 214.12 -183.67 

Arunachal Pradesh 48.48 6.05 6.33 1.27 7.60 -1.55 

Assam 69.79 8.70 151.59 30.32 181.91 -173.20 

Bihar 48.48 529.73 554.83 110.97 665.80 -136.07 
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Chattisgarh 12.01 26.64 112.67 22.53 135.20 -108.56 

Goa 18.18 0.88 2.46 0.49 2.95 -2.07 

Gujarat 83.74 310.02 187.98 37.60 225.58 84.45 

Haryana 48.48 85.73 89.79 17.96 107.75 -22.02 

Himachal Pradesh 9.08 6.13 34.25 6.85 41.10 -34.97 

Jammu and Kashmir 48.48 50.54 52.93 10.59 63.52 -12.98 

Jharkhand 48.48 139.18 145.77 29.15 174.92 -35.75 

Karnataka 20.54 81.03 200.34 40.07 240.41 -159.38 

Kerala 28.59 41.60 73.88 14.78 88.66 -47.06 

Madhya Pradesh 48.48 289.62 303.34 60.67 364.01 -74.39 

Maharashtra 41.99 277.84 335.98 67.20 403.18 -125.33 

Manipur 152.12 28.15 9.40 1.88 11.28 16.87 

Meghalaya 48.48 13.88 14.54 2.91 17.45 -3.57 

Mizoram 48.48 2.88 3.01 0.60 3.61 -0.74 

Nagaland 48.48 6.16 6.45 1.29 7.74 -1.58 

Orissa 77.24 293.22 192.75 38.55 231.30 61.92 

Punjab 48.48 88.76 92.96 18.59 111.55 -22.79 

Rajasthan 60.33 354.48 298.34 59.67 358.01 -3.53 

Sikkim 33.52 1.48 2.24 0.45 2.69 -1.21 

Tamil Nadu 23.50 91.63 197.97 39.59 237.56 -145.93 

Telangana 22.58 49.48 111.25 22.25 133.50 -84.02 

Tripura 71.65 19.74 13.99 2.80 16.79 2.95 

Uttar Pradesh 69.98 1231.69 893.64 178.73 1072.37 159.32 

Uttarakhand 0.71 0.54 38.72 7.74 46.46 -45.92 

West Bengal 39.18 257.03 333.13 66.63 399.76 -142.72 

All States           
-

1243.51 
 

As per table 37, an amount of INR 1243.51 crores is established as the financial gap for the 
maintenance of community assets as projected for the period 2015-2020 at the national 
level. 
 

Table 38 provides the summary of the total financial gaps that have been computed in the 
context of core functions. 
 
Table 38:  

Core Service 
Gap (2015-2020) 

in INR crores 

Water Supply -33182.37 

Sanitation & Hygiene -97667.07 

Community Assets -1243.51 

Roads -14989.24 

Streetlights -595.48 

Total  -147677.67 



85 | P a g e  
 

 
The total consolidated financial gap for the provision of core services and close the service 
delivery gap by RLBs from 2015 to 2020 is Rs. 1,47,677.67 crore. 
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Chapter 6  

Strategic options for bridging the vertical gap in funding service 

delivery of core functions 

 

6.1. Introduction:  
 
6.1.1. The necessity for an inter-governmental fiscal transfer system is well known and 
needs no elaboration. Suffice to say that at the broadest level, inter-governmental fiscal 
transfers are necessary so as to prevent fiscal inequity between jurisdictions, reduce fiscal 
inefficiency, tackle inter-jurisdictional spill overs and address the need for expenditure 
harmonisation. Theoretical literature25 points out that fiscal inefficiency arises if some level 
of equalisation is not provided, leading to the tendency for people to migrate, which in turn 
results in the unequal allocation of labour across jurisdictions. There is an element of 
redistribution inherent in the response to tackle inter-jurisdictional spill overs as also the 
need to ensure expenditure harmonisation through influencing local priorities, which tackles 
the differential cost of delivery of services and dealing with infrastructure deficiencies in 
different locations.  
 
6.1.1 An inter-governmental fiscal transfer system comprises broadly of tax assignments, 
which enable jurisdictions to mitigate their fiscal gaps by collection of assigned taxes, 
through revenue sharing mechanisms and/or a system of grants, both general purpose and 
specific purpose. While designing a system of grants or revenue sharing, the following 
considerations are relevant (Box 8):  
 
Box 8: Considerations relevant for designing a system of grants or revenue sharing 
 

 Sub-national governments must have autonomy in setting priorities. This is important 
from the perspective of efficiency. Revenue shares, or grants must be neutral to 
subnational governmental choices of resource allocation to different sectors or types of 
activity, unless there are clear efficiency and equity based rationales for introducing 
conditionalities into how these fiscal transfers are to be used and where they are to be 
applied.  

 

 With respect to grants, there must be clarity in the objectives desired to be achieved. A 
related matter is that the grant should have both depth and reach. Generally speaking, 
in terms of depth, revenue shares and grants should be adequate to discharge 
designated responsibilities. It is better to have a small number of such transfers, rather 
than vice versa. In terms of reach, and particularly in respect of specific purpose grants, 
there must be a clear understanding of who the beneficiaries are and who are likely to 
be adversely affected. 

                                                           
25

 This section is not intended to be a literature review of the enormous volume of research into the subject of 
inter-governmental transfers. It has therefore drawn largely from a volume on the subject, namely, Fiscal 
Federalism, Principles and Practice of Multi-order Governance, by Robin Boadway and Anwar Shah (Cambridge 
University Press, 2009), which itself abridges and presents a large body of literature on the subject. 
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 At the same time, a fiscal transfer system must safeguard the transferor’s (or grantor’s) 
objectives as much as that of grantees. In the first instance, they must be affordable by 
the grantor. For example, open ended matching grants, where the grantor commits to 
an open ended commitment to match the contributions (large or small) by the grantee, 
can strain the grantor’s budget. Thus matching grants are always better as close ended 
grants. Similarly, incentives in grants should aim for sound fiscal management and ought 
to discourage inefficient practices. For example, specific transfers to finance deficits 
should not be made, as it encourages local governments to run up deficits by neglecting 
its own tax bases. 

 

 In this direction, even if flexibility and autonomy is inherent in the grant programme, 
there must be a clear understanding on both sides of each other’s duties and 
responsibilities. For example, the Grantee could be held accountable for the design of a 
revenue sharing arrangement or a grant system and its operation. However, the 
recipient should be accountable for financial integrity and delivery of the expected 
results, such as improvements in service delivery performance. This would mean that 
transfers design should also encompass the accountability design, including providing 
space for citizens voices and social accountability practices. A simple way of reinforcing 
downward accountability is to attempt to match, as far as possible, the local revenue 
means to local expenditure needs. This will hopefully, trigger citizens and voters holding 
governments accountable for their performance.  

 

 There must be transparency; both the formulae involved and the actual allocations 
should be disseminated widely. A related issue is simplicity of the formulae that govern a 
system of grants. Rough justice is better than precise justice. If a grant is based on 
complex formulae, or depends upon indicators that require complex operations to be 
identified and calculated, then it defeats its purpose of transparency, which is a 
desirable end in itself.  

 

 In order to address equity, in ideal circumstances, the grants must vary directly with 
fiscal need factors and inversely with the tax capacity of each jurisdiction.  

 

 The fiscal transfer system should be responsive; it should be flexible enough to 
accommodate unforeseen changes. Predictability over a period of time is desirable for 
ensuring long term planning, by both the transferor/grantor and the recipient. 

 

 
6.1.2 In the absence of a predominant influence of these design considerations, it is likely 
that revenue sharing and grant design might be flawed. Typically, these flaws result in the 
following kinds of transfers, which have their own individual characteristics (Box 9):  
  
Box 9: Various flawed practices in fiscal transfer systems 
 
“Passing the buck transfers” that are general revenue-sharing programs that employ multiple 
factors, which end up as comprising of several single tax revenue sharing arrangements that in the 
overall analysis, works at cross purposes;  
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“Asking for more trouble grants”, which finance subnational deficits, encouraging higher and higher 
deficits; 
 
“Pork barrel transfers”, which are politically opportunistic grants designed to drive and encourage 
political patronage arrangements;  
 
“Command and control transfers”, which are grants with conditions on inputs, used to micromanage 
and interfere in local decision making.  

 

 

6.2 Solutions to infirmities in fiscal transfer systems:  

 
6.2.1 The broad solutions to the infirmities related in the previous paragraphs would be 
to take steps in the following direction:  
 

 Reassignment of responsibilities between the centre, state and local levels, 
 

 Tax decentralisation through the assignment of tax bases to different levels of 
government;  

 

 Tax base sharing through which supplementary taxes are permitted to be raised on a 
national tax base.   

 

 Revenue sharing mechanisms, of the kind that the FFC is mandated to suggest.  
 
6.2.2 Revenue sharing mechanisms, in turn throw up their own specific challenges in 
design and implementation. For instance, sharing of tax collected on individual tax bases, 
can lead to donors to exert less effort in collecting taxes that are shared than they would in 
collecting taxes that are fully retained. Besides, unconditional formula based transfers may 
have the undesirable effect of weaken accountability to local tax payers. This drives thinking 
in the direction of designing fiscal transfers that are based on conditionalities.  
 

6.3 Conditionality based transfers options:  

 
6.3.1 If the strategy of conditionality based transfers is adopted, there are further 
challenges to be met. The first is to determine to which extent conditions could be 
restrictive. There are a wide range of options. On the one hand, one can have completely 
unconditional transfers, which do not constrain RLBs in their domain. On the other, there 
can be focused specific purpose grants, with conditions that restrict the manner in which 
funds may be applied. Conditions could be, say, on the levels of subsidies to be provided, 
restrictions on beneficiaries, the need for matching contribution by the recipient, phasing of 
expenditure and reporting, the manner of planning, etc.  An intermediate approach could be 
to provide block transfers that; while specifying a sector to which they may be applied, such 
as education, health or sanitation; allow for freedom of application within that sector in the 
manner as determined by the local government.  
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6.3.2 Conditionalities that may be applied to fiscal transfers could assume many forms. 
The traditional approach has been to impose input based conditionalities, which might be in 
the form of restrictions on end use or the provisioning of matching contributions (which in 
turn could be either open ended, or close ended, where it is restricted to an absolute limit. 
Matching contributions can also be tailored to suit the affordability by the recipient)  
 
6.3.3 However, output based conditionalities are being increasingly used as a positive way 
of achieving desirable ends, without infringing considerably on the autonomy of the 
grantee. Performance based transfers are a new approach that is based on the concept of 
results based accountability. Based on the foundation of the New Public Management 
framework, which believes that the relationship between governments is best guided by 
contract for performance, such approaches attempt to link grant finance with service 
delivery performance. The conditions are on the results to be achieved but grantees are 
given full flexibility in the design and implementation of strategies to achieve the objective 
of the grant. Typically, such grants also introduce measures that strengthen accountability 
at the local level, such as procedures for participative planning or social accountability. 
Windows for incentives that aim at efficiency and promoting innovation are also part of 
such designs. Design of such programmes requires attention to detail. Typically, institutions 
seeking to receive transfers will need to develop a results chain will emerge as a result of 
the programme objectives. A result chain lists out the inputs that lead to action points, 
which in turn, leads to outputs, outcomes and impacts. Other matters that will need to be 
determined would be the milestones, the periodicity of measures and what measure is to be 
chosen.  
 

6.4 Fiscal equalisation transfers:  

 
6.4.1 Fiscal equalisation transfers can aim to equalise fiscal capacities or balance out on 
fiscal needs. There are various means of measuring fiscal capacity as also of fiscal need, but 
generally speaking, it is believed that fiscal capacity equalisation is straightforward and 
feasible, as compared to fiscal need equalisation, which requires making subjective 
judgements, being dependent upon unreliable data sources and using imprecise analytical 
methods. Difficulties in defining equalisation standards would arise due to differences in 
demographics, service areas, population, local needs and policies, understanding strategic 
behaviour of recipient states and inaccuracies in the approach to measuring expenditure 
needs.  
 
6.4.2 Even if fiscal needs are to be compensated, a relatively easier approach would be to 
attempt it on a service-by-service basis. This will require an explicit standard of equalisation 
to be  determined, which would be the level to which each jurisdiction is entitled to be 
raised with respect to the service concerned, so that benefits received per household are 
comparable to that received by households in other jurisdictions. The objective of such an 
approach could be that fiscal transfers enables local governments to provide a standard 
package of public services, assuming that all local governments impose a standard level of 
taxes on the bases at its disposal. Of course, it goes without saying that if a local 
government prefers to opt for a lower standard of services, it is free to impose rates of 
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taxation lower than the standard expected.  
 
6.4.3 Setting national minimum standards is a good way to proceed as well. Such 
standards contribute to the free flow of goods, services, labour and capital and reduce 
wasteful inter jurisdictional expenditure competition. They also serve national equity 
objectives through the strategy of providing conditional grants, to attain standards in 
quality, access and level of services. Properly designed conditional non-matching output 
based transfers can create incentives for innovative and competitive approaches to 
improved service delivery. Output based grants can strengthen the accountability of 
implementing institutions.  
 

6.5 Strategy options for bridging the estimated vertical gap 

 
6.5.1 We now come to the core of this research effort, which is to provide various strategy 
options for bridging the estimated vertical gap in funding the services performed by RLBs. 
We are to also include the possible tax and non-tax measures that could be undertaken in 
order to bridge the gap. Our study of the data furnished by the States to the FFC, which is 
synthesised and comprehensively analysed in Chapter 5, provides the details of the gap that 
needs to be bridged, for providing services of the standards that are detailed in Chapter 2.   
 
6.5.2 In the context of the task of the FFC, the theory and the options described in the 
previous section will need to be considered within the overall framework of India’s 
constitutional mechanism. Though there are several options in how a fiscal transfer 
mechanism might be designed, the legacy of past practice and the constitutional framework 
narrows these down, in the context of the FFC. The ambit of the FFC, as elaborated in Article 
280(3) (bb) of the Constitution is restricted to the recommending of measures to augment 
the finances of the States so that the latter can supplement the funding that goes to the 
local governments. The question is to what extent the FFC can recommend precise 
conditionalities to States and local governments, when Article 280(3) (bb) places it at a 
position that is twice removed from the RLBs. In this connection, it is relevant to recollect 
how previous Finance Commissions have gone about examining this issue.  

 

6.6 Approach of previous Finance Commissions:  

 
6.6.1 In the case of the Eleventh Finance Commission (EFC), its TOR sought it to take into 
account the recommendations of SFCs, in order to make its own recommendations on the 
measures needed to augment State consolidated funds in order to supplement the 
resources of panchayats. This was because the constitutional mandate in Article 280 (3) (bb) 
is that the augmentation and supplementation of Panchayat resources has also to be in 
accordance with the recommendations of the SFCs. The TORs also states that in the absence 
of SFC recommendations, the EFC could make its own assessment about the manner and 
extent of augmenting the consolidated fund required. In that case, the EFC was to take into 
account the provisions for emoluments and terminal benefits of employees (including 
teachers); the ability of local bodies to raise financial resources and the powers, authority 
and responsibilities transferred to them under article 243(W) of the Constitution. The EFC, 
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after noting (a) the lack of synchronicity in the periods covered by SFC reports with that of 
the EFC, (b) the wide diversity in the approach, content and quality of SFC report and (c) 
delays by States in finalising Action Taken Reports (ATRs) and placing them in the state 
legislatures, concluded that it was unable to consider these reports as reliable guides for 
coming to its own conclusions. It therefore, recommended ad hoc grants Rs. 8000 crore to 
RLBs, which was estimated as representing 0.78 per cent of the divisible pool.  
 
6.6.2 Similarly, the Twelfth FC also noted that both the data furnished by the States and 
the SFCA reports failed to provide a sound basis for estimation of the augmentation 
required. It again recommended an ad hoc transfer of Rs. 20,000 crore for PRIs, which 
represented about 1 per cent of the divisible pool.  
 
6.6.3 The Thirteenth Finance Commission (TFC) broadened its scope of examination, but 
on a reading of its report, there is no real underlying rationale expressed by it, to arrive at 
the specific amounts recommended to be shared with the States, to augment the accounts 
of the RLBs. The amount recommended, amounted to about 2.28 per cent of the total 
divisible revenue pool. The relevant paragraphs in the report are quoted verbatim in Box 10.  
 
Box 10: Recommendations on the Grants to local bodies, in the report of the Thirteenth 
Finance Commission 

 
“10.141 A feature observed uniformly across states is that all local bodies indicated their 
inability to meet the basic needs of their constituents and urged this Commission to increase 
the volume of grants to them. They particularly cited the need to provide core services–
drinking water, sewerage, solid waste management, and street lights at acceptable levels of 
service. They also requested support for enhancing their operational infrastructure including 
office buildings and skeleton staffing for maintaining accounts and data bases. 
 
10.142 The Ministry of Panchayati Raj has urged this Commission to substantially support 
PRIs to enable them to effectively provide basic services to their constituents. Only 52 per 
cent of the rural population has access to basic sanitation. The Department of Drinking 
Water has underlined the large investments required to be made in rehabilitation and 
maintenance as well as for new schemes to ensure full coverage of drinking water and 
sanitation to the entire rural population. The Ministry of Urban Development highlighted the 
major challenges currently being faced by the urban sector. On the one hand, the urban 
population of the country is projected to increase from 28 per cent of the total population to 
about 38 per cent by 2026. Urban growth will account for two-thirds of the projected 
population increase. On the other hand, the current state of supply of core services in the 
urban areas is below norms. Only 70 per cent of urban households have access to piped 
water, only 74 per cent of urban households have access to latrines, only 23 per cent of 
sewage is treated, only 30 per cent of solid waste generated is treated prior to disposal. In 
addition to core services, other responsibilities like roads and citizen facilities also require 
investment. 
 
10.143 There is, thus, an undisputed need to bolster the finances of the rural as well as 
urban local bodies. All local bodies need to be supported through a predictable and buoyant 
source of revenue, substantially higher than the present levels, in addition to their own tax 
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revenues and other flows from State and Central Governments. Simultaneously, local bodies 
should also be made more accountable in the discharge of their functions. Their accounts 
and audit must be up-to-date. 
 
10.144 We have examined the Constitutional imperatives on transfers to local bodies earlier 
in paras 10.100 to 10.102. Taking into account the demand of local bodies that they be 
allowed to benefit from the buoyancy of central taxes and the Constitutional design of 
supplementing the resources of panchayats and municipalities through grants-in-aid, we 
recommend that local bodies be transferred a percentage of the divisible pool of taxes (over 
and above the share of the states), as stipulated by us, after converting this share to grant-
in-aid under Article 275. The value of the grant must be commensurable at the start of the 
year, since the grant would have to be included in the Union Budget. We, therefore 
recommend that the volume of the divisible pool for the previous year (t-1) be used as a 
basis for computing the grant eligibility of local bodies for a particular year (t). For example, 
the grants-in-aid for local bodies in 2010-11 would be based on a percentage of the divisible 
pool of 2009-10 (Revised Estimates). After the ‘actuals’ of that year are determined, 
adjustments may be made in the second tranche of the two-tranche system that we 
recommend. 
 
10.145 Keeping these factors in mind, we recommend that grants be given to local bodies as 
detailed …..” 

 
However, even if there is was no rationale expressed in the body of their report linking the 
needs of RLBs with the actual amounts transferred to States, there was a paradigm shift in 
the way that the TFC construed these transfers, as a percentage of the divisible poor of 
taxes over and above State shares. This was in the face of a legal opinion obtained by the 
TFC that recommended otherwise. In order to overcome the constitutional hitches 
highlighted in the legal opinion, the TFC suggested the conversion of this revenue share into 
a grant in aid under Article 275, before its transference. This strategy adopted enabled the 
RLBs to benefit from the buoyancy of a tax transfer, while conforming to the constitutional 
position (as elaborated in the legal opinion) that transfers to the RLBs cannot be construed 
as shares that flow to States without entering the consolidated fund of the Union 
government.  

 

6.7 Conditionalities imposed by previous FFCs:  

 
6.7.1 The other issue relevant from past practice is the question of the conditionalities 
imposed by FFCs on grants/revenue shared recommended. Box 11 lists out these 
conditionalities:  
 
Box 11: Conditionalities imposed by the 10th, to the 12th Finance Commissions. 

Finance 
Commission 

Conditionality 

10th FC 
Grant not to be applied to establishment costs. 

Local bodies to provide matching contributions for the schemes drawn up to utilise 
these grants. 
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Amount provided is additional to the normal devolution by State Governments. 

Grant be made available in four equal instalments from 1996-97, when it expected 
that the local bodies would be in place. 

11th FC 

Only operation and maintenance of core civic services to be supported, including 
primary education, health, drinking water, street lighting and sanitation.  

But funds should not be used for payment of salaries and wages. 

Specific state-wise amounts earmarked for maintenance of accounts (Rs. 98.60 
crore) and creation of a LB finances data base (Rs. 200 crore) as first charge 

12th FC 

PRI grants to be utilised to improve water supply and sanitation scheme service 
delivery subject to recovery of at least 50 per cent of recurring cost through user 
charges.  

Part of support to be earmarked by State Governments for data bases and 
maintenance of accounts by local bodies.  

Conditionalities needed to be discouraged. No additional conditionality be imposed 
over and above the conditions suggested by the Commission.  

 
6.7.2 Conditionalities imposed by the 13th FC:  
 
The 13th FC, commenting on the use of conditionalities by previous Finance Commissions, 
observed that these have ‘directed expenditure away from establishment costs and towards 
provision of core services, and have focussed on setting up of data bases and maintenance 
of accounts. It stated that such attempts have met with limited success. 
 
However, having said that, it structured its grant as a two component one, comprising of a 
basic component and a performance-based component. The basic grant was to be 
equivalent to 1.50 per cent of the divisible pool and was to be provided to all States on the 
basis of specified criteria and weights. The performance grant was to take effect from 2011-
12 and was to increase in size from 0.50 per cent of the divisible poor for the first year, to 1 
per cent thereafter, upto 2014-15.  
 
Conditionalities were imposed on the use of the drawing of performance grants by States, 
as follows (Box 12). These were typically to be met by 31st March of a fiscal year, to enable 
drawal of performance grants in the next fiscal year. If any state was unable to draw down 
the performance component of the grants allocated to it, its share was to be distributed in 
the manner specified by the Finance Commission. 
 
Box 12: Conditionalities recommended by the 13th FC on drawal of performance grants by 
States, for RLBs 

Conditionality imposed on States 
Manner of demonstrating 
compliance 

Put in place a supplement to the budget documents for local 
bodies which shows the details of plan- and non-plan-wise 
classification of transfers separately for all categories of ULBs and 
all tiers of PRIs, from major head to object head, which have been 
depicted in the main budget under the minor heads 191, 192 and 
193; and 196, 197 and 198 respectively. This supplement could 
also incorporate details of funds transferred directly to the local 
bodies outside the State Government’s budget. The supplement 
should aim to provide details of spatial distribution of transfers–at 

State to (a) submit the relevant 
budget document supplement 
and (b) certify that accounting 
systems as recommended have 
been introduced in all RLBs & 
ULBs 
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least upto district level. Parallel to this, the finance accounts 
should also reflect such a distinction. A separate statement needs 
to be included in the finance accounts showing the detailed plan- 
and non-plan-wise classification of transfers separately for all 
categories of ULBs and all tiers of PRIs, from major head to object 
head, which have been depicted in the finance accounts under the 
minor heads 191, 192 and 193; and 196, 197 and 198 respectively. 
In addition, States will have to allot specific codes to each zilla 
parishad, block panchayat and gram panchayat. Similarly, 
arrangements need to be put in place for consolidation of 
accounts of PRIs at the national level. Further, the eight data base 
formats prescribed by the C&AG for local bodies have to be 
compiled. 

Put in place an audit system for all local bodies. The C&AG to be 
given TG&S over audit of all LBs and his Annual Technical 
Inspection Report and Annual Report of the Director of Local Fund 
Audit to be placed before state legislature.  

Certification from C&AG that 
this condition has been 
complied.  

Put in place an independent local body ombudsmen to look into 
complaints of corruption and maladministration against LB 
functionaries both elected and officials, (at least up to ZP level in 
rural areas) and recommend suitable action. If these functionaries 
fall under Lok Ayukta jurisdiction, the State can continue with such 
arrangements.   

Passage of relevant legislation 
and its 
notification and/or self-
certification 
by State Governments  

Put in place system for electronic transfer of CFC grants to LBs 
within five days of their receipt from the Central Government. 
Where this is not possible due to lack of easily accessible banking 
infrastructure, the State Governments must put in place 
alternative channels of transmission such that funds are 
transferred within ten days of their receipt.  

Self-certification by State 
Governments with description 
of the arrangements in place. 
 

Prescribe through an Act qualifications of persons eligible for 
appointment as members of SFC consistent with Article 243I (2) of 
the Constitution.  

Passage of relevant legislation 
and its notification. 
 

All LBs to be fully enabled to levy property tax (including tax for all 
types of residential and commercial properties) and remove any 
hindrances in this regard.  

Self-certification by the State 
Government 

Put in place state level Property Tax Board, to assist 
all municipalities and municipal corporations in the state to put in 
place an independent and transparent procedure for assessing 
property tax, before 31-3-2015 and the Board to prepare a work 
plan. 

Passage of relevant legislation 
or issue of executive 
instructions and publication of 
its work plan 

Notify by end of a fiscal year service standards for four service 
sectors-water supply, sewerage, storm water drainage, and solid 
waste management proposed to be achieved by end of succeeding 
fiscal year. 

Publication of notification in 
State Government gazette 

Municipal corporations with more than 1 million population to put 
in place a fire hazard response and mitigation plan for their 
respective jurisdictions. 

Publication of plan in State 
Government gazette 

 

As can be seen, the pattern and scope of conditionalities imposed by the Finance 
Commissions in the past have undergone a change. From the rigid and prescriptive stance of 
the 10th Finance Commission, to the much more liberal approach of the 12th FC and the two-
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stage operation of output based conditionalities recommended by the 13th FC, there has 
been an evolution of the approach.  
 
6.7.3 Do conditionalities work?  
 
An examination of the conditionalities show that in many cases, they do not work to fully 
achieve the purpose for which they are meant, within the envisaged time frame. A good 
example of the failure of conditionalities to achieve the intended results is the ones on the 
development of good databases for the RLBs. This is examined in greater detail in 
subsequent paragraphs. The efficacy of performance based conditionalities remains to be 
seen. The 13th FC has recommended a very detailed approach, which not only describes the 
features of the conditionality, but also prescribes the manner in which compliance is to be 
identified. However, even here, the question still remains as to whether the outcome 
intended will be achieved. For example, the conditionality of constituting Property tax 
boards might have been complied with by States, mindful of the fact that if they do not so, 
they stand to lose the performance grant. However, whether this has resulted in an increase 
in the quantum of Immovable Property Taxes, still remains to be estimated. The moot point 
is that the more elaborate the conditionality, the more will be the necessity for a good 
monitoring mechanism to ensure that States are not going through the motions of meeting 
the conditionality in word, but not in spirit. This issue has also been discussed briefly in our 
first report. Given the fact that the evidence on conditionalities affecting outcomes is 
doubtful, we suggest that the FFC should continue to stick to the conditionalities imposed 
by the 13th FC. By this strategy State’s and RLBs will realise that there is a continued 
emphasis on the need to maintain accounts, adopt budgeting practices that make fiscal 
transfer system, the incomes and expenditures of the RLBs transparent and open to the 
public. The 13th FC’s recommendation on improving and streamlining the budgeting and 
accounting practices are critical for bringing stability and predictability in the fiscal transfer 
system. The absence of such stability and predictability is the root cause for ad-hoc 
expenditures and delays and inconsistencies in reporting. For that reason, we suggest that 
the FFC stays the course and continues to emphasise the importance of the conditionalities 
recommended by the 13th FC.  
 

6.8 Strategies to fill the gap, providing an impetus to collection of own 

revenues by RLBs:  

 
6.8.1 One of the key means for addressing the gap in financing is to explore the possibility 
of improving the own sources of revenue of RLBs. As can be seen from our analysis in 
Chapter 3, in the overall analysis, incomes of RLBs from own revenues are not significant 
enough to make a considerable difference to their overall financial position. While there is 
growth in these, the fact that reports from many States indicates very little collection of 
own revenues and that very few states have reported their collection, also indicates that not 
much action is being taken by States in concrete terms to ensure that local taxes and user 
charges are collected by local governments. States seem to be more focused on fiscal 
transfers to local governments (or reporting increases in such revenues), most of them tied, 
rather than to encourage, facilitate or persuade RLBs to collect taxes.  
 



96 | P a g e  
 

6.8.2 Exploiting the untapped potential of immovable property taxes  
 
As indicated in Chapter 3, the potential to raise property taxes is underutilised. Per-capita 
property taxes are low in States and the growth has also not been commensurate with 
growth of other revenues. There is the possibility for the FFC to make suggestions on what 
can be done to improve the tax base of RLBs. A financial model, which reveals the potential 
of immovable property tax as a significant source of revenues for RLBs, is detailed below. 
This has also been included in the financial models prepared in Section 3 of the report. 
 

6.9 Calculating the revenue potential of Immovable Property Tax 

 
6.9.1 Methodology & Assumptions 

 
A detailed financial model has been designed to calculate the tax base that can be exploited 
for the levy of immovable property tax collections across all states of India. The 
methodology and assumptions that have been factored in arriving at this model are as 
below: 

 

 The count of various census properties, by state (rural) and the use to which they are 
put have been derived from the Census 2011 tables on households, household amenities 
and assets 
 

 The rural population has been divided by the number of households to provide the 
average number of people per household for each state 
 

 Based on the details of the type of construction of houses listed in the Census, these 
have been divided into two categories, for the purpose of taxation, namely, indigenous 
structures and/ or those used by poor households and Modern/used by other 
households respectively 
 

 Data for Andhra Pradesh and Telangana have been separately arrived at by factoring the 
specific district wise data for each state 
 

 A per month tax of Rs. 5 per person has been used to calculate the annual tax per 
indigenous/ poor households’ residence. Twelve times this, multiplied by the average 
number of persons per household times the number of indigenous/used by poor 
household constructions gives the total tax potential for these structures. 
 

 Similarly, Rs. 10 per person per month has been assumed for calculating the tax 
potential of modern houses/used by other household constructions 
 

 With respect to shops and offices, an amount of Rs. 360 has been applied as a flat 
minimum amount (@ INR 30 per month) to arrive at the tax potential computation 
 



97 | P a g e  
 

 With respect to hotels, guest houses and lodges an annual tax amount of INR 600 per 
year (@ INR 50 per month) has been assumed to arrive at potential tax calculations for 
each state 
 

 Factories, workshops and work sheds have been factored in the potential tax ambit, but 
assuming a tax amount of INR 1200 (@ INR 100 per month) 
 

 Other non-residential property has been assumed to have a tax potential computed at  a 
unit rate of INR 240 (@ INR 20 per month) 
 

 The baseline costs have been computed based on the 2011 census data. The costs 
computed based on this data have been multiplied by the annualised growth rate of 
rural population across each state (assuming decadal rate to be the same for 2011-2021 
and 2001-2011) 
 

 The annualised growth rate projection on costs has been extrapolated all the way until 
2019-20. 
 

 Based on the above model, an amount of INR 55,500.7 crores can be raised across all 
states (assuming 100% efficiency in collection).  

 
6.9.2 However, this is a model where all the variables can be changed, including the unit 
rates for property tax applied and the collection efficiency. Suffice to say that even at very 
modest rates applicable to the existing tax base, the potential of immovable property taxes 
is immense, and in any case, far above the current collections of less that Rs. 1500 crore per 
annum.  
 
6.9.3 However, while immovable property tax has immense potential, there are cogent 
reasons apart from neglect and indifference on the part of the State and reluctance on the 
part of RLBs, why the potential has not been fully actualised. The main reason is that if one 
looks at the dynamics of local tax collection and particularly immovable property taxes more 
carefully, because the way they are structured at the moment, there is no incentive at all for 
RLBs to collect property taxes. Local politicians do not want to be identified with the 
decision of raising taxes. Such decisions are likely to trigger a backlash from citizens, who 
are dissatisfied with the low quality of services delivered. Moreover, the flood of revenue 
transfers from higher level governments provide ample opportunity for local politicians and 
elected representative to diligently perform agency functions, or in a worst case scenario, 
seek opportunities to secure individual contracts for self, friends or relatives. Large 
implementation mandates to run centrally sponsored schemes like MGNREGS, IAY keep PRI 
elected representatives and officials busy and leave them little time to focus on improving 
local tax collections. This leaves little time for them to pursue the path of raising local taxes, 
particularly when initiatives in that direction have little political value and does little to 
strengthen the voter base of such politicians. Since there is often a time lag between the 
raising of taxes and the improvement in the delivery of services, local politicians intending 
to raise taxes are hard put to explain the eventual benefits that will accrue, to potential tax 
payers.  
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6.9.4 In addition, strengthening tax administration at the local level can be time 
consuming and expensive. Collection of taxes from a large number of small tax payers is 
expensive in terms of the administrative arrangements. The shortage of manpower at the 
PRI level for administering a taxation system also inhibits the collection of user charges. 
Investments in appointing tax accountants and collectors will again need to be funded by 
States and that is hardly a priority for them, considering their past records.  
 
6.9.5 In such cases, further unbundling the activities relating to taxation and distancing the 
local government from tax setting responsibilities, can divert dissatisfaction over the taking 
of the tough decision to impose immovable property taxes, away from the local politicians. 
The 13th FC did recognise the value of this strategy, without explicitly saying so. It 
recommended the setting up of property tax boards, albeit in urban areas, based on the 
good practice of West Bengal. The role of the property tax boards was to be as follows (Box 
13).  
 
Box 13: Roles and Responsibilities of the Property tax board, recommended by the 13th FC: 

 Enumerate all properties within the jurisdiction of the municipalities and 
corporations;  
 

 Review the present property tax system and make suggestions for a suitable basis 
for assessment and valuation of properties;  
 

 Make recommendations on modalities for periodic revisions.  
 

 Findings, suggestions and recommendations of the board is to be communicated to 
the respective urban local bodies for necessary action. The exact model to be adopted is left 
to the respective state. 
 

 Board to be staffed and equipped so as to be able to make recommendations 
relating to at least 25 per cent of the aggregate number of estimated properties across all 
municipal corporations and municipalities in the state by 31 March 2015.  
 

 Board to prepare a work plan indicating how it proposes to achieve this coverage 
target and the human and financial resources it proposes to deploy. 
 

 Passage of the relevant legislation or issue of the necessary executive instructions by 
the State Government for creation of the Property Tax Board as well as publication of the 
work plan by the Board in the State Government gazette demonstrates compliance with this 
condition. 

 
6.9.6 Since the setting up of Property Tax Boards was a condition for the obtaining of 
performance grants by the States, these have been formally notified in several States, for 
urban areas, though it is not known whether they have begun to perform effectively. The 
FFC could recommend that the Property Tax Boards set up by States can be also entrusted 
to perform their tasks of facilitation, rate setting and coordination with respect to RLBs as 
well. which can not only set up tables of rates based on rational criteria, which RLBs can use 
to fix their individual tax rates, but which also acts as a specialised agency that assists and 
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facilitates RLBs to collect taxes. It must be remembered that tax administration at the local 
level calls for more staff and can be expensive.  
 
6.9.7 For a start, the Property Tax Boards could study and document existing good 
practices of RLBs increasing their local taxation potential through better estimation of the 
tax base and greater enforcement of compliance and of States efforts in facilitating this 
process. Such documentation could be used to inspire RLBs and give a kick start to a process 
of dispelling the often held myth that local taxation is next to impossible. One way to set 
incentives in place for augmenting local tax collection is to link the benefits given to citizens 
to taxes paid in Panchayats. This can be piloted in a few panchayats to show demonstrable 
results and evolve some good practices. It would be particularly useful in peri-urban 
Panchayats, where the capacity to pay would be almost as good as in an urban area.  
 

6.10 Levy of user charges on services rendered.  

 
6.10.1 RLBs particularly at the village level can benefit by raising revenues by levying user 
charges for the public services that they directly provide. Some of the sources that lend 
themselves well to user charges and the raising of non-tax revenues are, a) Water Charges, 
b) charges on solid waste clearance, c) levy on trade and hawkers, d) entry fee or user 
charges in weekly or annual trade fairs or markets, f) sale of forest produce in habitation 
area, g) tolls and fees on commercial vehicles (transporting mining material, sand and 
marketable goods) using panchayat roads, and fee on certification or clearances. 
 
 
6.10.2 User charges on civic services such as the levy of water rate, streetlight and 
sanitation and conservancy fees for street and drain cleaning are the most feasible. For this 
purpose, some institutional reforms will be required, to ensure close coordination between 
the activities of user organisations such as water users associations, which are often 
promoted and authorised in certain States to collect and retain such user charges. It is 
suggested that such user groups should be configured as sub-committees of village level 
RLBs and not as entirely private institutions as they are conceived of now. Making these sub-
committees of village level RLBs would ensure that user charges on water supply and 
sanitation are formalised and brought within the accounts of the RLBs. This will ensure 
standardisation of rates, introduction of more sophisticated systems such as metering and 
charging on the basis of differential slab rates on consumption.  
 
 
6.10.3 In addition, charging fees on trade or shops and charging for documentation services 
provided by the Panchayats could also be adopted as sources for improving their revenues.  
 
 
6.10.4 With respect to sanitation, there is scope in raising user charges from the provision 
of clean public toilets, with adequate water. It will be well worth the while even if the 
revenue raised only covers the cost of the service provided, because of the environmental, 
health and social benefits.   
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6.10.5 Weekly and annual markets are a common feature in the rural areas. Though PRIs 
spend huge money from the untied funds and schemes like MGNREGS on cleaning up of 
these places and on other organisational issues, one rarely sees any revenue being raised 
from such services. PRIs need to levy user charges, at least from the perspective of covering 
the costs of cleaning, lighting and water supply services to such markets. 
 
 
 

6.11 Options on other means of giving Panchayats access to buoyant 

revenue sources  

 
 
6.11.1 One of the ways of giving sub-national governments access to buoyant tax bases is to 
enable them to ‘piggy back’ on central tax bases. By this means, sub-national governments 
are given the option to levy an additional piggy backed charge on the national tax base. 
According to this piggy backed charge, national tax collecting agencies collect these taxes 
and pass them down to the sub-national government concerned26. The question is whether 
such an approach is possible in India, and in particular, for RLBs. It is felt that currently such 
an approach is futuristic, because of weaknesses and gaps in the databases of tax-paying 
entities, and administration of such systems. This may be feasible in the long term, but not 
now. 
 
6.11.2 However, in the current context, it may be worthwhile to consider whether States 
that have imposed VAT could charge an additional amount, say,  1% or 2% more by way of a 
local government surcharge. In a recent paper27, it has been suggested that levying a 
surcharge on a consumption tax could yield significant revenues for both the Centre and the 
State (through a dual GST arrangement). This paper also points out that at least one State, 
namely, Gujarat, has already decided to impose an additional one percent on the sales tax 
and earmarked the same for the Municipal corporations, to compensate for the loss 
resulting due to the abolition of Octroi. While this paper suggests the adoption of such an 
approach from the point of view of improving the finances of ULBs, it would be conceivable 
to divide the receipts from such a surcharge vertically between urban and rural areas on the 
basis of consumption (which is the basis of levying the tax) and then distributing it 
horizontally between RLBs on the basis of a simple to understand formula, such as on a per-
capita basis. Such an approach could give access to substantial buoyant tax revenues, which 
would go a long way in strengthening the finances of all levels of RLBs.   The moot point is 
whether a venturesome approach can be taken by the FFC to kick start this process by 
attempting a similar approach with respect to GST as well. We leave this suggestion at this 
point, because it would also be tied up to the strategies that the FFC adopts with respect to 
how to close the financing gap for ULBs, where such an approach might be more feasible at 
the moment. 

                                                           
26

 This has been elaborated in “Urban Governance and Finance in India, M. Govinda Rao, Richard M. Bird, 
Working Paper No. 2010/68 April 2010 National Institute of Public Finance and Policy, New Delhi, India” 
27 Urban Governance and Finance in India, M. Govinda Rao, Richard M. Bird, Working Paper No. 2010/68 April 

2010 National Institute of Public Finance and Policy, New Delhi, India 
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6.11.3 On the issue of tax assignments, there is a strong case for suggesting that 
entertainment tax is entirely levied locally. (Currently except for Kerala, this is not done 
anywhere else). Moreover, the tax base for entertainment tax can also be expanded, to 
cover other forms of entertainment, such as taxes on cable TV, ownership of television sets. 
etc., which could be left to the RLBs to levy. Alternatively, if it is felt that there is no 
willingness on the part of RLBs to levy such taxes, considering their current laxity in 
exploiting the tax handles that they already have, such taxes could be levied and collected at 
the state level and shared locally.  
 
6.11.4 The approach of levying a surcharge on Stamp duty exclusively for being passed on 
to local governments, or even that a substantial part of stamp duty should go to local 
governments, has been adopted in the past in some States. It is felt that even if this 
approach is taken, the  benefits that accrue to RLBs would be substantially lower than that 
would go to ULBs, because of the vast difference in property values between urban and 
rural areas. Still, it may be worthwhile to recommend this approach to States, as a way of 
providing a source of assigned revenues, particularly to Intermediate and District 
Panchayats that are currently hampered by not having a local direct tax base.  
 
 
 
6.11.5 In conclusion, it is felt that a strategy that comprises of both direct taxation 
methods, such as levy of immovable property taxes and collection of user charges and that 
of enhanced tax assignments, such as through the levy of a surcharge and its transfer to the 
RLBs, needs to be adopted.  While immovable property taxes has its own deficiencies, such 
as the fact that it is not buoyant enough, nothing can build a framework of accountability 
better than a set of vigilant tax payers, to keep watch over the RLBs. Thus, of equal 
importance to the moneys collected by way of immovable property tax, is the fact that it 
can trigger and foster a better relationship of accountability between the RLB and the tax 
paying citizen. Better tax assignments through the levy of surcharges and their transfer to 
the local level, on the other hand, give RLBs more access to more buoyant taxes.    

6.12 The continuing problem of bad databases and ways to tackle it. 

 
6.12.1. One of the recurrent themes in the reports of Finance Commissions, commencing 
with the Eleventh Finance Commission, has been the issue of the lack of good quality 
databases at the RLB levels. The Eleventh Finance Commission earmarked funds for this 
purpose. The Twelfth did not, but highlighted the need for accurate databases. The 
Thirteenth Finance Commission followed the Twelfth in not earmarking funds for this 
purpose, but dwelt at great length on the framework conditions for ensuring transparency 
of fiscal transfers to RLBs. It used the incentive of proposing conditions precedent to the 
release of the performance grant, which included certain conditions that pertained to the 
adoption of formats for maintenance of accounts and better transparency in the fiscal 
transfers between the States and the RLBs.  
 
6.12.2 However, the proof of the pudding is in the eating of it. If the evidence of the quality 
of data submitted by the States to the FFC is anything to go by, it must be concluded that 
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these efforts have not entirely successful. While a few states seem to have provided fairly 
detailed statements that throw light on RLB accounts, many more have regrettably,  not 
done so.  
 
6.12.3 Though the formats circulated by the FFC to States are undoubtedly comprehensive, 
they have still not been able to capture all the nuances and complexities of a multi-tiered 
inter-governmental fiscal transfer system. This clearly reinforces the need to keep up the 
pressure on all RLBs to create and maintain accurate and up-to-date data bases that 
describe their resources and operations, and enable them to be evaluated on standard 
financial performance indicators. It is hoped that with increasing e-governance, 
standardization of accounting formats and greater investments into capacity development 
on the maintenance of accounts in future, local government accounts information will 
readily reveal the above noted points of information.  The aspiration for the next Finance 
Commission, at least, should be not to circulate formats that need manual intervention to 
be filled up, with all its prone-ness to inaccuracies, but to be able to have direct access to 
online data on the RLB accounts in the public domain, machine read and analyse them. This 
should be the standard that the FFC will need to set, for RLBs and States to meet.   
 
 
 
 
 

Part 2 

Consistency Checks Undertaken with the data 
 

Note on estimation of population for the purpose of calculating per-capita 

details:  

 
In the case of Sample data, actual population details pertaining to the RLB sampled has been 
taken into consideration.  
 
In the case of State-wide data, Census figures of rural populations have been taken and 
applied,  
 
Tables CC-1 and CC-2 detail how yearly population figures have been calculated for this 
purpose.  These numbers of population have been calculated on the assumption of uniform 
yearly growth rate, based on the decadal growth rate from 2001 to 2011.   
 
Table CC-1. Calculation of yearly increase/decrease in rural population based on straight 
line average yearly growth rate, based on decadal growth rate. 

State 

Rural population Decadal 
growth 

rate 

Yearly 
growth 

rate 

Yearly 
increase/decre

ase in pop 2001 Census  2011 Census 

Andhra Pradesh 34266583 34776389 1.49 0.148776 50981 
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Arunachal  870087 1066358 22.56 2.255763 19627 

Assam 23216288 26807034 15.47 1.546649 359075 

Bihar 74316709 92341436 24.25 2.425394 1802473 

Chhattisgarh 16648056 19607961 17.78 1.777928 295991 

Goa 677091 551731 -18.51 -1.85145 -12536 

Gujarat 31740767 34694609 9.31 0.930615 295384 

Haryana 15029260 16509359 9.85 0.984812 148010 

Himachal Pradesh 5482319 6176050 12.65 1.265397 69373 

Jammu & Kashmir 7627062 9108060 19.42 1.941767 148100 

Jharkhand 20952088 25055073 19.58 1.95827 410299 

Karnataka 34889033 37469335 7.40 0.739574 258030 

Kerala 23574449 17471135 -25.89 -2.58895 -610331 

Madhya Pradesh 44380878 52557404 18.42 1.842353 817653 

Maharashtra 55777647 61556074 10.36 1.035975 577843 

Manipur 1590820 1736236 9.14 0.914095 14542 

Meghalaya 1864711 2371439 27.17 2.717461 50673 

Mizoram 447567 525435 17.40 1.739807 7787 

Nagaland 1407536 1647249 17.03 1.703068 23971 

Orissa 31287422 34970562 11.77 1.177195 368314 

Punjab 16096488 17344192 7.75 0.775141 124770 

Rajasthan 43292813 51500352 18.96 1.89582 820754 

Sikkim 480981 456999 -4.99 -0.49861 -2398 

Tamil Nadu 34921681 37229590 6.61 0.660881 230791 

Telangana 21134484 21585313 2.13 0.213314 45083 

Tripura 2653453 2712464 2.22 0.222393 5901 

Uttar Pradesh 131658339 155317278 17.97 1.796995 2365894 

Uttaranchal 6310275 7036954 11.52 1.151581 72668 

West Bengal 57748946 62183113 7.68 0.767835 443417 

Total 740343833 832365184 
   

      Andhra Pradesh 34266583 34776389 1.49 0.148776 50981 

Telangana 21134484 21585313 2.13 0.213314 45083 

Combined undivided 
Andhra 55401067 56361702 4 0 96064 

 
Table CC-2: State wise, year wise projected rural populations used for calculation of per capita 
details 

State 2007 2008 2009 2010 2011 2012 2013 

Andhra Pradesh 34572467 34623447 34674428 34725408 34776389 34827370 34878350 

Arunachal  987850 1007477 1027104 1046731 1066358 1085985 1105612 

Assam 25370736 25729810 26088885 26447959 26807034 27166109 27525183 

Bihar 85131545 86934018 88736491 90538963 92341436 94143909 95946381 

Chhattisgarh 18423999 18719990 19015980 19311971 19607961 19903952 20199942 

Goa 601875 589339 576803 564267 551731 539195 526659 

Gujarat 33513072 33808456 34103841 34399225 34694609 34989993 35285377 
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Haryana 15917319 16065329 16213339 16361349 16509359 16657369 16805379 

Himachal Pradesh 5898558 5967931 6037304 6106677 6176050 6245423 6314796 

Jammu & Kashmir 8515661 8663761 8811860 8959960 9108060 9256160 9404260 

Jharkhand 23413879 23824178 24234476 24644775 25055073 25465372 25875670 

Karnataka 36437214 36695244 36953275 37211305 37469335 37727365 37985395 

Kerala 19912461 19302129 18691798 18081466 17471135 16860804 16250472 

Madhya Pradesh 49286794 50104446 50922099 51739751 52557404 53375057 54192709 

Maharashtra 59244703 59822546 60400389 60978231 61556074 62133917 62711759 

Manipur 1678070 1692611 1707153 1721694 1736236 1750778 1765319 

Meghalaya 2168748 2219421 2270093 2320766 2371439 2422112 2472785 

Mizoram 494288 502075 509861 517648 525435 533222 541009 

Nagaland 1551364 1575335 1599306 1623278 1647249 1671220 1695192 

Orissa 33497306 33865620 34233934 34602248 34970562 35338876 35707190 

Punjab 16845110 16969881 17094651 17219422 17344192 17468962 17593733 

Rajasthan 48217336 49038090 49858844 50679598 51500352 52321106 53141860 

Sikkim 466592 464194 461795 459397 456999 454601 452203 

Tamil Nadu 36306426 36537217 36768008 36998799 37229590 37460381 37691172 

Telangana 21404981 21450064 21495147 21540230 21585313 21630396 21675479 

Tripura 2688860 2694761 2700662 2706563 2712464 2718365 2724266 

Uttar Pradesh 145853702 148219596 150585490 152951384 155317278 157683172 160049066 

Uttaranchal 6746282 6818950 6891618 6964286 7036954 7109622 7182290 

West Bengal 60409446 60852863 61296280 61739696 62183113 62626530 63069946 

Total 795556644 804758779 813960914 823163049 832365184 841567319 850769454 

 
       Andhra Pradesh 34572467 34623447 34674428 34725408 34776389 34827370 34878350 

Telangana 21404981 21450064 21495147 21540230 21585313 21630396 21675479 

Combined undivided 
Andhra 55977448 56073512 56169575 56265639 56361702 56457766 56553829 

 

Consistency Check 1: 

Comparison of data on assigned, devolved, grant in aid and other transfers 

from the State to RLBs: 

 
(Please see Para 2.2.2 of the main report, page 12) 
 
As a prior exercise on the reliability of State-wide data on State transfers, a comparison was 
done of the State transfers reported in Schedules 2A, 2B and 2C and in Schedule 4A. The 
comparison is detailed in Table CC-3 below:  
 
Table CC-3: Comparison of total state transfers (assigned, devolved, grants in aid and 
others) reported in Schedules 2A, 2B & 2C and Schedule 4A: 

  Data in  Schedule 2A, 2B and 2C Data in  Schedule 4A 

Sl State 07-08 08-09 09-10 10-11 11-12 12-13 07-08 08-09 2009-10 10-11 11-12 12-13 

1 AP 190  100  50  50  50  100  1111  1312  1586  1424  1863  0  
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3 Ass 44  49  68  83  228  104  109  172  163  156  323  155  

4 Bih 24  23  20  18  1781  2153  24  23  20  18  580  673  

5 Cha 367  657  448  592  759  1101  983  1429  1557  2167  2641  3520  

7 Guj 5716  6163  7934  10968  11408  14488  5716  6163  7934  10968  11408  14488  

8 Har 100  0  0  229  124  77  123  177  184  400  511  325  

9 HP 33  62  63  69  69  80  50  83  86  83  102  107  

12 Kar 9525  11460  12281  13401  15412  17849  0  0  0  0  0  0  

13 Ker 1883  2044  2258  2505  3136  3943  1665  1801  2120  2290  2871  2971  

14 MP 946  445  988  1342  1419  2434  478  1  1  158  60  139  

15 Mah 474  712  527  941  1015  1132  10053  11713  13538  18141  21253  23403  

16 Mani 0  0  0  0  0  0  48  57  74  102  131  59  

19 Nag 0  0  0  0  0  0  24  24  25  25  28  28  

20 Odi 374  427  474  602  1163  1448  182  242  580  480  920  933  

21 Punj 226  254  319  443  549  644  777  863  959  1065  1183  1309  

22 Rajas 180  180  491  412  1399  1836  1145  1284  1578  1760  2660  3091  

23 Sik 25  20  93  110  158  144  23  17  18  22  15  24  

24 TN 2018  2636  2368  3093  4081  4855  1802  2177  2148  2939  3707  4462  

25 Trip 32  35  24  19  18  18  208  222  291  258  233  334  

26 UP 1441  1282  1262  1788  2172  2455  1441  1282  1262  1788  2172  2455  

27 Uttara 167  167  168  220  106  187  195  192  192  249  134  195  

28 WB 261  318  391  402  443  455  2558  2463  3981  4611  5434  7467  

 
Total 24027  27034  30225  37287  45490  55503  28715  31698  38297  49103  58230  66144  

 
It is seen that the State-wide data on exactly the same parameters, (except for Gujarat and 
Uttar Pradesh) do not tally. Since there is no compelling reason to choose data in 2A, 2B and 
2C, over 4A, or vice versa, resort was had to another round of consistency checks. This 
revealed the following further inconsistencies:  
 
When data on assigned, devolved and Grant in aid in respect of all the States, in Formats 2A 
(for the District Panchayats), 2B (Intermediate level) and 2C (village level) was compiled. 
This showed that the following States did not provide any information at all (Table CC-4):  
 
CC-4 

Item Level States that did not provide data/ report no transfer 

Assig
ned 
transf
ers 

Village28 
(15 States): Andhra Pradesh, Arunachal Pradesh, Assam, Goa, 
Haryana, J&K, Jharkhand, Karnataka, Kerala, Manipur, Nagaland, 
Punjab, Sikkim, UP, Uttarakhand 

Intermediate29 
(14 States): Andhra Pradesh, Arunachal Pradesh, Assam, Bihar, 
Haryana, Himachal Pradesh, Jharkhand, Karnataka, Kerala, 
Nagaland, Punjab, UP, Uttarakhand, West Bengal 

District30 (20 States): Andhra Pradesh, Arunachal Pradesh, Assam, Bihar, 

                                                           
28

 Excluding Meghalaya, Mizoram, Manipur, which do not have village level institutions 
29

 Excluding Goa, Meghalaya, Mizoram, Manipur, Sikkim, Nagaland, J&K, which do not have intermediate level 
institutions, 
30

 Excluding Nagaland and J&K, which do not have district level institutions 
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Chhattisgarh, Goa, Haryana, Himachal Pradesh, Jharkhand, 
Karnataka, Kerala, Madhya Pradesh, Manipur, Mizoram, Punjab, 
Rajasthan, Sikkim, UP, Uttarakhand, West Bengal 

Devol
ution 

Village 
(11 States): Andhra Pradesh, Arunachal Pradesh, Goa, Haryana, 
J&K Jharkhand, Maharashtra, Manipur, Nagaland, Punjab, 
Rajasthan. 

Intermediate 
(7 States): Andhra Pradesh, Arunachal Pradesh, Haryana, 
Jharkhand, Maharashtra, Punjab, Rajasthan. 

District 
(12 States): Andhra Pradesh, Arunachal Pradesh, Goa, Haryana, 
J&K Jharkhand, Madhya Pradesh, Maharashtra, Meghalaya, 
Mizoram, Punjab, Rajasthan. 

Grant 
in Aid 

Village 
(14 States): Arunachal Pradesh, Assam, Chhattisgarh, Goa, 
Himachal Pradesh, J&K, Jharkhand, Karnataka, Kerala, 
Maharashtra, Nagaland, Tamil Nadu, UP, Uttarakhand. 

Intermediate 
(13 States): Arunachal Pradesh, Assam, Chhattisgarh, Haryana, 
Himachal Pradesh, Jharkhand, Karnataka, Kerala, Maharashtra, 
Tamil Nadu, UP, Uttarakhand, West Bengal 

District 
(13 States): Arunachal Pradesh, Goa, Haryana, Himachal Pradesh, 
Jharkhand, Karnataka, Kerala, Maharashtra, Meghalaya, Mizoram, 
Tamil Nadu, UP, Uttarakhand. 

Other 
transf
ers 

Village 

(21 States): Andhra Pradesh, Arunachal Pradesh, Assam, Bihar, 
Chhattisgarh, Goa, Haryana, Himachal Pradesh, J&K, Jharkhand, 
Karnataka, Kerala, Madhya Pradesh, Maharashtra Manipur, 
Nagaland, Punjab, Tamil Nadu, Tripura, UP, West Bengal 

Intermediate 

(18 States): Andhra Pradesh, Arunachal Pradesh, Assam, Bihar, 
Chhattisgarh,  Haryana, Himachal Pradesh, Jharkhand, Karnataka, 
Kerala, Madhya Pradesh, Maharashtra, Orissa, Punjab, Tamil 
Nadu, Tripura, UP, West Bengal 

District 

(21 States): Andhra Pradesh, Arunachal Pradesh, Assam, Bihar, 
Chhattisgarh,  Goa, Haryana, Himachal Pradesh, Jharkhand, 
Karnataka, Kerala, Madhya Pradesh, Maharashtra, Meghalaya, 
Mizoram, Orissa, Punjab, Tamil Nadu, Tripura, UP, West Bengal 

 
In addition, examination of the data showed that in some States, the funds transferred was 
shown to be repeated for each level. These were deleted and assigned only to one level, as 
follows:  
 
Assigned transfers: In Bihar, the same amount was repeated for the District, Intermediate 
and Village levels. This figure was corrected as only in respect of Village Panchayats.  
 
Grants in aid:  For West Bengal, the same amount was repeated for District and 
Intermediate levels. This figure was corrected and shown only with respect to District 
Panchayats.  
 
Furthermore, abstract details of the transfers made by the State government were compiled 
from the data provided by States in Schedules 2A, 2B and 2C, which pertain to the transfers 
relating to District, Intermediate and Village Panchayats respectively. In this table, data was 
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sought for two distinct kinds of transfer. These are (a) revenues shared by the State with the 
Panchayats, and (b) those transfers recommended by the State Finance Commissions to the 
Panchayats. With respect to the latter, data was sought in three categories, namely (i) 
‘Devolution’, ‘grants’ and ‘any other transfers’.  As regards the time frames for which data 
was sought, actual data from 2007-08 to 2013-14 was sought as also projections from 2014-
15 to 2019-20. Unfortunately, 6 states31 did not submit any data whatsoever and therefore 
have been excluded from our analysis. The data in Schedules 2A, 2B and 2C, pertaining to 
transfers from States to the RLBs was compared with the corresponding data in Format 4B, 
received from sample Panchayats (Table CC-5):  
 
Table CC-5: Comparison of per capita transfers from the States to RLBs reported in 
Schedules 2A, 2B and 2C with per capita data for Sample RLBs, (Schedule 4B) 

 

Sample data (Rs) State-wide data (Rs) 

State 09-10 10-11 11-12 12-13 09-10 10-11 11-12 12-13 

All levels 

Andhra Pradesh 494 444 419 374 9 9 9 18 

Assam 90 115 103 106 26 32 85 38 

Bihar 2 2 193 229 2 2 193 229 

Chattisgarh 15 17 19 33 236 307 387 553 

Goa 194 264 520 298         

Gujarat 2232 2839 3099 3886 2327 3189 3288 4141 

Haryana 0 0 0 0 -- 140 75 46 

Himachal Pradesh 176 293 211 342 105 113 113 128 

Jammu and Kashmir 0 0 11 45         

Karnataka 3109 3467 3639 4511 3323 3601 4113 4731 

Kerala 883 997 1151 1246 1208 1385 1795 2339 

Madhya Pradesh 194 259 270 456 194 259 270 456 

Maharashtra 2815 3219 3659 4203 87 154 165 182 

Manipur 219 258 216 308         

Orissa 69 264 385 361 138 174 333 410 

Punjab 186 257 316 369 186 257 316 369 

Rajasthan 167 156 250 298 98 81 272 351 

Sikkim 359 400 253 431 2008 2386 3451 3163 

Tamil Nadu 230 299 404 449 644 836 1096 1296 

Telangana 152 137 118 135         

Tripura 47 47 46 69 87 70 66 67 

Uttar Pradesh 111 63 168 163 84 117 140 156 

Uttarakhand 0 14 11 3 244 316 150 263 

West Bengal 171 184 190 271 64 65 71 73 

Village Level 

Andhra Pradesh 96 129 218 162 6 6 6 6 

Assam 9 29 17 0 21 25 30 28 

                                                           
31

 Arunachal Pradesh, Goa, Jammu and Kashmir, Jharkhand, Mizoram and Nagaland 
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Bihar 

    

-- -- 92 107 

Chattisgarh 15 17 19 33 223 293 365 430 

Goa 117 186 432 213         

Gujarat 117 151 135 165 121 143 140 137 

Haryana 

    

-- 140 75 46 

Himachal Pradesh 107 211 140 195 78 76 75 78 

Jammu and Kashmir 0 0 11 45 
    Karnataka 361 325 290 327 358 341 271 292 

Kerala 603 686 820 925 854 959 1277 1737 

Madhya Pradesh 

    

194 171 250 323 

Maharashtra 39 64 57 53 34 57 61 65 

Manipur 200 242 187 269 
    Orissa 0 3 29 40 72 101 205 279 

Punjab 

    

149 217 271 319 

Rajasthan 7 12 22 28 84 69 232 298 

Sikkim 40 9 0 0 1663 1967 2805 2624 

Tamil Nadu 58 98 104 121 383 504 685 806 

Telangana 12 8 8 9         

Tripura 1 2 2 3 49 39 32 36 

Uttar Pradesh 79 26 117 113 58 83 98 109 

Uttarakhand 0 14 11 3 127 163 56 89 

West Bengal 38 38 38 50 38 39 43 44 

Intermediate level 

Andhra Pradesh 182 177 128 134 1 1 1 -- 

Assam 5 14 27 34 4 5 5 4 

Bihar 

    

-- -- 53 63 

Chattisgarh 

    

13 14 21 97 

Gujarat 1442 1825 1883 2377 1256 1865 1695 1930 

Himachal Pradesh 53 65 55 126 21 33 34 40 

Karnataka 1646 1893 2165 2718 1808 2014 2433 2800 

Kerala 137 142 167 174 165 203 230 262 

Madhya Pradesh 

    

-- 88 19 132 

Maharashtra 1180 1317 1522 1818 4 4 4 4 

Orissa 42 232 322 285 58 66 112 112 

Punjab 

    

31 34 37 40 

Rajasthan 75 69 96 112 12 10 32 42 

Tamil Nadu 154 186 262 288 178 268 340 403 

Telangana 113 112 91 106         

Tripura 24 22 17 28 21 17 19 17 

Uttar Pradesh 12 14 18 20 9 12 14 16 

Uttarakhand 

    

70 92 34 65 

West Bengal 51 68 73 111 11 11 12 12 

District level 
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Andhra Pradesh 139 91 70 70 2 2 2 12 

Assam 2 2 8 2 1 2 50 6 

Bihar 

    

2 2 48 58 

Chattisgarh 

    

0 0 1 26 

Goa 4 4 4 9         

Gujarat 18 38 38 25 950 1180 1453 2073 

Haryana 

    

        

Himachal Pradesh 0 0 0 0 6 4 4 9 

Karnataka 1096 1245 1184 1465 1158 1246 1409 1639 

Kerala 12 13 16 12 189 224 288 340 

Madhya Pradesh 

    

0 1 1 1 

Maharashtra 0 0 0 0 50 93 100 113 

Orissa 0 0 0 0 7 7 16 18 

Punjab 

    

6 7 9 9 

Rajasthan 9 3 2 4 3 2 8 10 

Sikkim 0 16 16 27 345 420 645 539 

Tamil Nadu 15 13 32 33 83 64 72 87 

Telangana 12 10 12 12         

Tripura 0 4 13 13 17 14 14 14 

Uttar Pradesh 15 18 24 26 17 22 28 31 

Uttarakhand 

    

46 61 60 109 

West Bengal 11 11 26 31 15 15 17 17 

 
Data comparisons showed high degree of variance in the Sample and state level data with 
respect to some States. Andhra Pradesh shows high per capita transfers at all levels in the 
sample data. Maharashtra similarly shows high fiscal transfers in the case of Sample 
intermediate Panchayats.  
 
On the other hand, State-wide data shows high levels of fiscal transfers from the State in the 
case of Chhattisgarh, Gujarat, Kerala, Sikkim and Tamil Nadu. In the case of Sikkim the 
reason is that it has classified all CSS transfers from the centre, as State transfers. In the case 
of Chhattisgarh, the discrepancy arises because of an increase in fiscal transfers to the 
Village Panchayats, as reported in the State-wide data. In the case of Kerala, there is a steep 
increase in the fiscal transfers to VPs and District Panchayats, as compared to sample data. 
In the case of Gujarat, both sample and state data show a high level of fiscal transfers, even 
though the latter is higher. In the case of Intermediate Panchayats, the sample shows a 
higher figure, while the figure in the case of District Panchayats is higher for the State-wide 
data. In the case of Tamil Nadu, the increased amounts are across all levels, but marked in 
the case of Village Panchayats.  
 
For these reasons, the data on State transfers in Schedules 4A and 2A, 2B and 2C could not 
be considered as reliable and was not taken into account for further analysis. However, 
data from 2A, 2B and 2C has been used for comparisons in the section in the main report 
in which the analysis of whether States keep the promises they make on devolution, is 
undertaken. 
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Consistency check 2 

Data on State to RLB Fiscal transfers allocated and actually 

transferred: 
 
Analysis of Data was taken from Schedule 4A, for 2009-10 to 2012-13.  
 
State wise examination of data showed that some in some States32 the States had repeated 
the same allocation figure separately for each level of Panchayat. Wherever states have 
repeated the recommended allocations in the relevant columns for each level of Panchayat, 
these duplications were removed, in order to create the table in the main body of the 
report. The tables below give the variations for each level of Panchayat as an elaboration 
of the combined table in the body of the report:  
 
Table CC-6 

S.No State 

Recommended 
devolution and 
collection of 
assigned taxes 

Grand total of 
amounts 
transferred 

Difference 
between 4 and 3 

1 2 3 4 5 (4-3) 

Village level33 

1 Orissa 284.14 2549.71 2265.57 

2 Tamil Nadu 8466.18 10480.40 2014.22 

3 Punjab 0.00 1856.91 1856.91 

4 Bihar 962.58 1856.32 893.74 

5 Gujarat 464.81 2125.37 1660.57 

6 West Bengal 208.91 1191.90 982.99 

7 Sikkim 0.00 425.91 425.91 

8 Himachal Pradesh 213.50 232.51 19.01 

9 Tripura 1.32 62.11 60.78 

10 Karnataka 5718.31 6256.92 538.61 

11 Haryana 430.14 430.14 0.00 

12 Maharashtra 1590.61 1590.61 0.00 

13 Rajasthan 3740.91 3674.81 -66.10 

14 Uttar Pradesh 6253.51 6253.51 0.00 

15 Uttarakhand 391.16 391.16 0.00 

16 Kerala 9985.03 9947.78 -37.25 

17 Chattisgarh 3614.82 3193.93 -420.89 

18 Andhra Pradesh 810.00 220.00 -590.00 

19 Assam 1621.26 240.78 -1380.48 

                                                           
32

 Madhya Pradesh and Orissa 
33  No information provided by Arunachal Pradesh, Manipur, Goa & Jharkhand (in respect of Village 

Panchayats), by J&K (Halqa Panchayats) and Nagaland (Village Councils). 
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20 Madhya Pradesh 6901.67 5352.89 -1548.78 

 
Total 51658.85 58333.67 6674.81 

Intermediate level34 

1 Gujarat 431.25 26476.54 26045.29 

2 Bihar 189.37 1083.11 893.74 

3 Orissa 188.30 1375.48 1187.19 

4 Tamil Nadu 4515.29 5221.67 706.38 

5 West Bengal 0.00 340.95 340.95 

6 Punjab 0.00 290.83 290.83 

7 Chattisgarh 241.29 307.37 66.08 

8 Karnataka 37088.56 39654.37 2565.81 

9 Uttarakhand 209.84 230.84 21.00 

10 Tripura 0.72 28.87 28.15 

11 Andhra Pradesh 0.00 0.00 0.00 

12 Maharashtra 110.55 110.55 0.00 

13 Rajasthan 523.72 514.41 -9.31 

14 Uttar Pradesh 931.52 931.52 0.00 

15 Himachal Pradesh 80.42 93.24 12.82 

16 Kerala 1834.78 1798.32 -36.46 

17 Andhra Pradesh 150.00 25.00 -125.00 

18 Assam 893.58 53.08 -840.49 

19 Madhya Pradesh 6901.67 554.20 -6347.47 

 
Total 54290.85 79090.36 24799.51 

District level35 

1 Gujarat 713.46 22360.71 21647.25 

2 Bihar 162.51 1056.25 893.74 

3 West Bengal 0.00 475.59 475.59 

4 Sikkim 0.00 97.87 97.87 

5 Orissa 188.30 189.40 1.10 

6 Punjab 0.00 60.41 60.41 

7 Karnataka 22806.97 24491.65 1684.68 

8 Chattisgarh 39.98 55.46 15.48 

9 Tamil Nadu 1128.83 1331.29 202.46 

10 Tripura 0.62 22.46 21.84 

11 Himachal Pradesh 12.00 17.19 5.19 

12 Maharashtra 2625.38 2625.38 0.00 

13 Rajasthan 130.93 128.58 -2.35 

14 Uttar Pradesh 1773.65 1773.65 0.00 

15 Uttarakhand 226.73 225.97 -0.76 

16 Andhra Pradesh 240.00 105.00 -135.00 

                                                           
34

 No information provided by Arunachal Pradesh, Haryana and Jharkhand 
35

 No information provided by Arunachal Pradesh, Haryana, Jharkhand and Manipur for District Panchayats 
and Mizoram for Autonomous District Councils. 
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17 Assam 959.87 162.34 -797.53 

18 Kerala 2242.91 2139.51 -103.40 

19 Meghalaya 1172.27 289.54 -882.73 

20 Madhya Pradesh 6901.67 16.43 -6885.24 

 
Total 41326.08 57624.67 16298.60 

 
It is seen that there is a wide variation in the amounts transferred, as compared to the 
allocations and recommendations made by SFCs. The likely reasons for these variations have 
been explained in detail in the main body of the report. 
 

Consistency check 3 

Central transfers to RLBs 
 
Table CC-7 gives the details of the Per Capita Central transfers as seen in the sample and 
total data. 
 
Table CC-7:  

 
Sample data Total data 

State 09-10 10-11 11-12 12-13 09-10 10-11 11-12 12-13 

Village Panchayat 

Andhra Pradesh 372 450 334 337 14 16 16 0 

Assam 443 396 370 406 47 105 97 93 

Chattisgarh 66 92 93 120 
    Goa 35 76 60 28 
    Gujarat 23 38 30 38 5 6 6 2 

Haryana 
    

17 31 50 55 

Himachal Pradesh 1025 1363 1215 1461 163 181 191 221 

Jammu and Kashmir 213 294 765 1020 
    Karnataka 671 542 343 367 34 77 140 145 

Kerala 152 219 233 336 421 657 683 856 

Madhya Pradesh 
    

100 78 96 106 

Maharashtra 85 138 138 116 68 75 82 122 

Manipur 599 834 1549 1400 42 28 27 34 

Nagaland 
    

3761 3435 4297 2971 

Orissa 207 289 293 323 65 94 96 117 

Punjab 
    

114 111 78 69 

Rajasthan 1191 958 875 894 627 455 414 448 

Sikkim 626 691 1505 346 
    Tamil Nadu 568 752 942 1143 
    Telangana 683 865 439 572 
    Tripura 2062 1998 2857 2988 
    Uttar Pradesh 330 74 272 160 58 374 299 134 

Uttarakhand 124 115 123 204 0 0 0 3 
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West Bengal 376 350 373 471 385 343 418 542 

Intermediate Panchayat 

Andhra Pradesh 545 665 570 640 284 281 264 0 

Assam 562 476 511 415 283 279 192 0 

Gujarat 207 287 206 223 261 301 238 296 

Himachal Pradesh 8 9 40 47 
    Haryana 

    
9 8 11 9 

Karnataka 212 213 114 143 10 22 40 42 

Kerala 213 271 329 459 279 313 432 563 

Madhya Pradesh 
    

0 0 15 29 

Maharashtra 162 174 206 230 136 150 165 245 

Orissa 230 347 430 404 83 81 82 126 

Rajasthan 170 176 141 155 202 160 169 178 

Tamil Nadu 78 77 110 136 
    Telangana 667 700 392 481 
    Tripura 0 0 0 0 
    Uttar Pradesh 28 31 22 9 4 4 4 1 

Uttarakhand 
    

0 0 0 1 

West Bengal 120 239 294 260 5 110 127 122 

District Panchayat 

Andhra Pradesh 54 86 98 124 248 103 59 0 

Assam 95 93 113 59 212 221 192 75 

Chattisgarh 
    

1030 1553 1399 1429 

Goa 0 5 0 0 
    Gujarat 441 568 374 356 412 551 346 350 

Haryana 0 0 1 3 0 0 1 1 

Karnataka 207 246 206 128 5 14 16 21 

Kerala 4 3 0 2 9 6 1 2 

Madhya Pradesh 
    

0 0 12 23 

Maharashtra 321 378 438 416 477 524 577 856 

Manipur 44 162 292 325 7 5 5 6 

Orissa 176 139 158 194 14 15 24 46 

Rajasthan 87 124 123 102 169 154 151 141 

Telangana 40 38 20 51 
    Tripura 33 49 77 195 
    Uttar Pradesh 27 23 14 4 19 10 13 2 

Uttarakhand 
    

0 0 1 0 

West Bengal 147 124 139 125 23 29 24 21 

 
As may be seen, except in the highlighted instances, in almost all States the figures shown in 
the sample study are higher than the per-capita figures in the State-wide tables.  
 
 

Consistency check 4 
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Per capita own revenues of RLBs 
 
Data Adjustments and corrections carried out in sample data pertaining to own revenues, 
in Schedule 4B.  
 

 Other than property tax, RLBs levy water tax, tax on hawkers in some states and levy 
user charges on shops, sale of forest produce, auctioning of sand, user charges on 
vehicles using GP roads for commercial purposes like transportation of mining material 
etc. Some of the RLBs have accounted for these revenues under ‘other revenues’. These 
have been reassigned to either ‘own tax revenue’ or ‘non-tax revenue’ depending on the 
nature of the revenue. 

 

 Certain assigned taxes like profession tax, stamps and registration fee and 
entertainment tax are levied and collected by the state and devolved to RLBs. Some 
RLBs had included these in other revenues or tax revenues. Therefore these have been 
reclassified into the respective category of assigned + devolution or Grants in aid.  

 

 ‘Other revenues’ also include those revenues where it is unclear whether these are 
either ‘own revenues’ or ‘transfers’. States where such adjustments have been done are 
Orissa, Chhattisgarh, Uttarakhand, Maharashtra, Andhra Pradesh, Karnataka and Kerala. 

 
Per capita revenues were derived from Sample RLBs (in Format 4B) and as reported for the 
entire state in Format 4A.  A comparison of these details is in Table CC-8 below:  
 
Table CC-8: Comparison of State wise Average Per Capita Revenues from Sample RLBs (in 
Format 4B) and as reported for the entire State (Format 4A) 

State 
Sample RLBs RLBs (State-wide data) Difference 

09-10 10-11 11-12 12-13 09-10 10-11 11-12 12-13 09-10 10-11 11-12 12-13 

Village 

Andhra P 98 114 126 139 67.2 74.3 76.9 0.0 30.6 39.4 48.9 139.4 

Assam 4 4 5 4 3.4 6.4 13.3 28.9 0.2 -2.2 -8.6 -24.6 

Chhattisgarh 4 10 13   0.0 12.1 0.0 0.0 5.7 1.8 16.2 16.2 

Goa 93 100 217 103         93.4 100.0 216.9 103.0 

Gujarat 59 77 85 59 31.3 32.5 35.3 27.8 27.5 44.3 50.0 83.5 

Haryana         64.6 51.9 63.0 39.4 -64.6 -51.9 -63.0 -39.4 

Himachal 53 45 53 67 14.9 19.1 26.4 31.7 38.1 26.1 26.9 35.4 

J&K 0.0 0.0 0.0 0.0         0.0 0.0 0.0 0.0 

Jharkhand                 0.0 0.0 0.0 0.0 

Karnataka 193 240 248 325 59.9 69.1 83.3 71.3 7.8 15.1 6.1 21.5 

Kerala 140 164 162 236 224.1 257.2 316.4 353.9 -84.2 -93.7 -154.0 -117.6 

MP         0.0 0.0 1.2 0.8 0.0 0.0 -1.2 -0.8 

Maharashtra 87 103 105 125 102.1 119.2 131.5 0.0 -15.0 -16.3 -26.8 125.3 

Manipur 0.0 0.0 0.0 0.0         0.0 0.0 0.0 0.0 

Orissa 12 14 14 16 5.7 5.8 6.2 6.4 6.5 8.2 8.0 9.7 

Punjab         90.3 104.6 121.1 137.4 -90.3 -104.6 -121.1 -137.4 
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Rajasthan 5 7 10 11 7.4 9.2 9.3 10.1 -2.1 -2.5 0.6 0.6 

Sikkim 0 4 4 0 1.0 1.2 3.0 3.0 -0.9 2.6 1.1 -2.6 

Tamil Nadu 191 205 278 297 64.4 80.7 83.9 0.0 126.1 124.3 193.7 296.7 

Telangana 71 83 106 125         70.7 82.9 106.0 125.0 

Tripura 2 5 8 11 2.4 2.1 2.9 5.1 -0.5 2.9 4.7 5.5 

Uttar Pradesh 0.4 0.2 0.8 0.3 0.8 0.7 0.7 0.6 -0.4 -0.5 0.1 -0.3 

Uttarakhand 1 1 1 1 0.4 0.4 0.4 0.4 0.8 0.8 0.8 0.8 

West Bengal 20 23 27 33 15.7 17.9 19.7 22.2 4.1 4.9 6.8 11.2 

All States 46.6 54.7 61.3 72.6 35.4 40.3 44.7 22.7 11.2 14.4 16.6 49.9 

Intermediate 

Andhra P 1 1 1 2 6.3 5.9 12.0 0.0 -5.1 -5.3 -10.6 2.3 

Assam 4 4 4 5 3.6 6.0 11.2 22.0 0.4 -1.6 -7.0 -17.4 

Chhattisgarh         0.0 1.7 0.0 0.0 0.0 -1.7 0.0 0.0 

Goa                 0.0 0.0 0.0 0.0 

Gujarat 3 4 4 3 11.1 12.0 13.2 14.5 -8.0 -8.4 -9.5 -11.2 

Haryana         4.9 3.8 4.7 3.0 -4.9 -3.8 -4.7 -3.0 

Himachal 
Pradesh 

2 1 2 4 
5.0 5.1 6.0 5.3 -3.3 -4.3 -3.8 -1.1 

J&K                 0.0 0.0 0.0 0.0 

Jharkhand                 0.0 0.0 0.0 0.0 

Karnataka 1 2 1 2         1.0 1.8 1.4 1.5 

Kerala 1 1 1 1 3.0 3.3 3.8 2.8 -2.5 -2.5 -3.0 -1.8 

MP                 0.0 0.0 0.0 0.0 

Maharashtra 8 5 4 14 11.6 22.0 12.8 0.0 -3.8 -17.0 -8.8 14.0 

Manipur                 0.0 0.0 0.0 0.0 

Orissa 0 0 0 0         0.0 0.3 0.0 0.0 

Punjab         60.3 68.8 78.5 89.7 -60.3 -68.8 -78.5 -89.7 

Rajasthan 2 2 3 2 3.7 5.3 3.9 3.7 -1.8 -3.6 -1.1 -1.9 

Sikkim                 0.0 0.0 0.0 0.0 

Tamil Nadu 4 3 3 6 19.9 28.3 36.6 0.0 -15.5 -25.1 -33.3 5.6 

Telangana 1 0 0 0         0.5 0.2 0.1 0.3 

Tripura 0 1 0 4 1.2 2.0 1.7 3.0 -1.1 -1.4 -1.4 0.6 

Uttar Pradesh 0.0 0.0 0.0 0.0         0.0 0.0 0.0 0.0 

Uttarakhand                 0.0 0.0 0.0 0.0 

West Bengal 4 5 7 8 3.3 6.6 7.1 7.8 0.3 -1.5 -0.6 0.5 

All States 2.3 2.0 2.2 3.8 16.7 21.1 22.3 16.8 -14.4 -19.0 -20.1 -13.0 

District 

Andhra P 6 6 7 10 32.5 27.0 20.8 0.0 -26.9 -21.4 -13.9 9.9 

Assam 3 6 14 23 1.4 3.5 8.3 13.9 1.2 2.7 5.3 8.8 

Chhattisgarh                 0.0 0.0 0.0 0.0 

Goa 0.0 0.0 0.0 0.0         0.0 0.0 0.0 0.0 

Gujarat 14 29 37 25 24.9 37.8 37.8 37.9 -11.2 -9.0 -1.3 -13.3 

Haryana         1.3 1.6 2.2 2.9 -1.3 -1.6 -2.2 -2.9 
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Himachal P 2 2 4 3 4.1 3.3 3.4 4.3 -2.6 -1.6 0.7 -0.9 

J&K                 0.0 0.0 0.0 0.0 

Jharkhand                 0.0 0.0 0.0 0.0 

Karnataka 7 4 4 3         6.6 3.9 4.2 3.2 

Kerala 1 1 1 2 3.5 9.9 6.8 16.0 -2.3 -8.7 -5.4 -14.4 

MP                 0.0 0.0 0.0 0.0 

Maharashtra 45 30 33 39 217.2 268.0 309.2 0.0 -172.3 -237.9 -276.4 39.3 

Manipur 0.0 0.0 0.0 0.0         0.0 0.0 0.0 0.0 

Orissa 0.0 0.0 0.0 0.0         0.0 0.0 0.0 0.0 

Punjab         7.5 8.4 9.5 10.7 -7.5 -8.4 -9.5 -10.7 

Rajasthan 2 2 3 4 1.2 1.5 1.8 3.0 1.0 0.4 0.9 0.8 

Sikkim 0.1 0.0 0.0 0.0 0.6 0.2 0.3 0.3 -0.5 -0.1 -0.2 -0.2 

Tamil Nadu 0.0 0.0 0.0 0.0         0.0 0.0 0.0 0.0 

Telangana 1 7 1 0         4.6 0.7 7.0 0.5 

Tripura 2 4 3 2 3.6 10.3 6.2 8.9 -1.4 -6.4 -3.4 -6.7 

Uttar Pradesh 6 7 7 8 6.7 8.5 8.2 10.2 -1.1 -1.2 -1.1 -2.7 

Uttarakhand         22.1 25.8 23.6 0.0 -22.1 -25.8 -23.6 0.0 

West Bengal 2 4 3 3 7.0 7.7 8.4 9.3 -4.7 -4.1 -5.6 -6.7 

All States 8.6 8.0 9.1 9.6 35.0 42.4 46.8 8.8 -26.3 -34.4 -37.7 0.8 

 
The highlighted States show a significant level of discrepancies between the sample survey 
and State-wide data. As a general rule, we have taken the information that has emerged 
through the sample studies as more representative of the State. In the case of Haryana 
(Village Panchayats) and Punjab (Village and intermediate Panchayats, both States show in 
the State-wide data a high income through ‘other sources and user charges’. This could be 
because of the leasing of ‘Shamlat’ lands owned by the Panchayats, which is a significant 
source of income in these two states alone. Therefore, with respect to these States, the 
figure furnished in the State-wide Schedule has been used for the trend analysis.  
 

Consistency check no 5 

Inconsistency corrections regarding expenditures reported in 

Schedule 6A 
 
The following States did not provide details of expenditures (Table CC-9). 
 
Table CC-9 

Item Level States that did not provide data/ report no transfer 

Total 
capita
l 

Village36 
(8 States): Arunachal Pradesh, Bihar, Chhattisgarh, Goa, 
Jharkhand, Manipur, Nagaland, Sikkim.  

Intermediate37 (8 States): Arunachal Pradesh, Bihar, Chhattisgarh, Himachal 

                                                           
36

 Excluding Meghalaya, Mizoram, Manipur, which do not have village level institutions 
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expen
diture 

Pradesh, Jharkhand, Madhya Pradesh, Punjab, Tripura 

District38 
(8 States): Arunachal Pradesh, Bihar, Goa, Himachal Pradesh, 
Jharkhand, Madhya Pradesh, Manipur, Mizoram,  

Total 
reven
ue 
expen
diture 

Village 
(11 States): Arunachal Pradesh, Bihar, Goa, J&K Jharkhand, 
Madhya Pradesh, Manipur, Uttar Pradesh.  

Intermediate 
(7 States): Arunachal Pradesh, Bihar, Chhattisgarh Jharkhand, 
Maharashtra, Uttar Pradesh 

District (4 States): Arunachal Pradesh, Bihar, Jharkhand, Mizoram,  

Total  
expen
diture 

Village 
(14 States): Arunachal Pradesh, Bihar, Chhattisgarh, Goa, J&K, 
Jharkhand, Manipur 

Intermediate (4 States): Arunachal Pradesh, Bihar, Chhattisgarh, Jharkhand,  

District (4 States): Arunachal Pradesh, Bihar, Goa, Jharkhand, Mizoram 

 
Expenditures in Schedule 6A are broadly classified in to Establishment, Maintenance, Capital 
expenditure, Welfare and other Expenditure. The following correctives were applied when 
arranging and analysing expenditure data:  
 
Any expenditure that could be reasonably presumed to pertain to expenditures on specific 
services was shifted to the respective heads of expenditure. For example, expenditures on 
maintenance of buildings, community assets and own buildings of PRIs, which were listed as 
‘other expenditures’, were listed as maintenance expenditure of respective head. Nearly 
30% of GPs have included many of these expenditures under other expenditures. 
 
Similarly on water supply and roads, any huge expenditure on these in one year was 
reclassified into capital expenditure of that core services. Other expenditures which were 
regrouped are as follows:  
 

 Office expenditures like Travel, telephone etc. were added to other establishment 
expenditure.  

 

 Expenditure on electricity was clubbed into maintenance expenditure on street 
lights.  

 

 Honorarium paid to members was added to salaries and wages.  
 

 Expenditure under sanitation including expenditure on TSC, drainage and Nirmal 
Bharat Abhiyan were clubbed under sanitation. 

 

 Expenditure on Midday Meals in schools was added to Education welfare 
expenditure,  

 

 Village Health and Sanitation Committee expenditure and NRHM expenditure was 
clubbed in to Health welfare expenditure.  

                                                                                                                                                                                     
37

 Excluding Goa, Meghalaya, Mizoram, Manipur, Sikkim, Nagaland, J&K, which do not have intermediate level 
institutions, 
38

 Excluding Nagaland and J&K, which do not have district level institutions 
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 Pensions to employees were shifted from other expenditure to establishment 
expenditure. 

 

 Expenditure under NREGA, PMGSY which is not classified by few PRIs was added to 
other capital expenditure. 

 

 Some of the PRIs have given closing balance and opening balance as expenditure in 
addition to return of the money to ZPs or BPs. This type of expenditure has not been 
included in our analysis. 

 

 Misclassification of statements like some welfare expenditure shown under capital 
expenditure and or otherwise have been corrected and kept in the respective heads. 

 
  

 




