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Having panchayats as self-governing institutions

hree decades have passed since the 73rd

and Fith Constitutional Amendments Acts

came into effect, which envisaged that
local bodies in India would function as
institutions of local self government. As a follow
up, the Ministry of Panchayati Raj was constituted
in 2004 to strengthen rural local governments.

When it cames to analysing the status of
devolution, it is evident that some States have
forged ahead while many lag behind. The
commitment of State governments towards
decentralisation has been vital in making
panchayati raj institutions an effective local
governance mechanism at the grass-roots level.

The constitutional amendment has set forth
specific details on fiscal devolution which
includes the generation of own revenues.
Emanating from the Central Act, various States
Panchayati Raj Acts have made provisions for
taxation and collection. Based on the provisions
of these Acts, panchayats have made efforts o
generate their own resources to the maximum
extent. Participatory planning and budgeting
were the end result of such interventions by the
Ministry.

That “Panchayats earn only 1% of the revenue
through taxes”, with the rest being raised as
grants from the State and Centre was highlighted
ina ‘Datapoint” (Opinion page, The Hindu,
February 5, 2024). It specifically points out that
80% of the revenue is from the Centre and 15 %
from the States. This is an eye-opener for the
proponents of decentralisation as the net result is
that the revenue raised by panchayats is meagre
even after 30 years of devolution initiatives.

Avenues for own source of revenue

The repart of the expert committee constituted
by the Ministry of Panchayati Raj on own source
of revenue (0SR) of rural local bodies elaborates
on the details of State Acts that have incorporated
tax and non-tax revenue that can be collected
and utilised by panchayats. Property tax, cess on
land revenue, surcharge on additional stamp
duty, tolls, tax an profession, advertisement, user
charges for water and sanitation and lighting are
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the major O5Rs where panchayats can earn
maximum income. Panchayats are expected to
establish a conducive environment for taxation
by implementing appropriate financal
regulations. This includes making decisions
regarding the tax and non-tax bases, determining
their rates, establishing provisions for periodic
revisions, defining exemnption areas, and enacting
effective tax management and enforcement laws
for collection

The huge potential for nontax revenue
incldes fees, rent, and income from investment
sales and hires charges and receipts. There are
also innovative projects that can generate OSR.
This covers income from rural business hubs,
inmeovative commercial ventures, renewable
energy projects, carbon credits. Corporate Social
Responsibility (CSR) funds and donations.

The role of gram sabhas
Gram sabhas have a significant role in fostering
selfsufficiency and sustainable development at
the grass-roots level by leveraging local resources
foor revenue generation. They can be engaged in
planning, decision-making, and implementation
of revenue-generating initiatives that range from
agriculture and tourism to small-scale industries.
They have the authority to impose taxes, fees,
and levies, directing the funds towards local
development projects, public services, and social
welfare programmes. Through transparent
fireaneial management and inclusive
participation, gram sabhas ensure accountability
and foster community trust, ultimately
empowering villages to become economically
independent and resilient. Thus, gram sabhas
need to promote entrepreneurship, and foster
partnerships with external stakeholders to
enhance the effectiveness of revenue generation
efforts

In several States, gram panchayats lack the
authority to collect taxes, whike in mumerous
athers, intermediate and district panchayats are
not delegated the responsibility of tax collection.
When gram panchayats collect 89% of own taxes,
the intermediate panchayats collect 7% and the

district panchayats a nominal amount of 5%.
There is a need to demarcate OSE for the entire
three-tier panchayats to ensure equitable sharing.
There are several factors behind the general
aversion towards generating own income. With
the increase in the allocation of Central Finance
Commission (CFC) grants, panchayats are
evincing less interest in the collection of OSR. The
alloration for rural local bodies from the 10th and
1ith CFC was 14,380 crore and 8,000 crore,
respectively. But in the M4th and 15¢th CFCs there
was a huge increase by way of allocating
T2,00,202 and 12,80,733 crore, respectively. The
tax collected in 201819 was ¥3,12,075 lakh which
diminished in 2021-2022 10 72,71.386 lakh. The
non-tax collected for the same period was
12,33,863 lakh and 12 09,864 lakh. At one time,
panchayats were in competition to raise OSR for
their commitment to fulhl basic needs. This has
now given place to dependency on grants
allocated through central and State finance
commissions. Some States have the policy of
incentivisation by providing matching grants but
which were sparingly implemented. Panchayats
also have no need of penalising defaulters as they
believe that OSR has not been regarded as an
income that is linked with panchayat finance.

Overcoming the dependency syndrome
Despite every enabling factor to raise revenue,
panchayats confront several impediments in
resource mobilisation: the “freebie culture”
rampant in society is the cause for the antipathy
in paying taxes. Elected representatives feel that
imposing taxes would alter their popularity
atversely. Here, the answer is clear. There is a
need to educate elected representatives and the
public on the significance of raising revenue to
develop panchayars as self governing institutions.
Ultimately, the dependency syndrome for grants
hias to be minimised and in due course,
panchayats will be able to survive on their own
resources. Panchayats can only achieve such a
state of affairs when there are dedicated efforts in
all tiers of governance, which includes even the
State and central level.
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The real threat to the ‘India as we know it’

ith the ITth Lok Sabha having
ended, the stage is now set for the
general election. The final session
af Farliament, unfortunately,
prerves] B be as divisive a5 several of the previous
sesgans, with both the ruling and the Oppostion
parties trading changes and conceding no guarter
1o emch other. This e has given
rise by concerns about the future of
pariamentary democracy in the country.

We in Indian have been more fortumate than
many cther countries in being able o sustain
democracy, and in earning a reputation of
adbierence to the best of parfiamentary practices.
The Constitution of India, one of the finest
written Constiutions io be found amywhere in
the world, inchusdes among other Artides, a setof
P, i, Fumnd | Duties: of its
citizens and the Directive Principles of State
Policy, which have been our safeguards in
henwever, worry whesther Parlument can be
depended upon o sistain a stable democacy in
the future.

This situation has nothing to do with India's
external or internal chynomics. Indi is today
better placed than it has been for many decades
in comnection with these two points. The glebal
palitical environment may be murky, but Indiy
hos handly been impacted adverseh,
notwithstanding the ongoing war in Ukraine, the
tarmoils in West Asia and other smilar tensions.
China remains 3 matter of concern demanding
extreme vigikinee, but it does mot pose an
immediabe threat. Pakistan, embroiled inis

problematic, bat India hos been fortumbe, of bie,
1o be spared of ficing major terror attacks. Thene
are quite a few internal security issoes that hurk
just below the surface. While some defy sarhy
sodution, they are mot insahshle. The farmers”
agitation in the Punjab and Haryana has, no
doubt, the potential o fum inlo a "praiie fire’,
‘bt i handled property, can be controlled. The
martheast region remains unsetthsd, with
Manipur representing a microcosm of the
prablems that have plgued this region for years.
But again, it is manageahle. Communal vickence
iz under check, even though communal tensions
ookl be exacerbated inan dection year.
Left-wing extremist winlence is at a low ebb as of
nenw, even though it could see a revival in an
election year.

A fdivided' nation
What is a matter of concern though i that the
towkay appears more divided tham it has at
any tme in the recent past. The Prime Minister
himself has been constrained i ohserve that the
‘Dppasition is creating a “North-South Divide and
that the Opposition was speaking the language of
breaking the country™. He hos levelled serious
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chorges againat the Congress, stating that it was
imtent on “creating a divide amang people in the
name of caste, knguage and religion”. During the
imberim session in Parliament, Firance
Blindster Nirmala Sitharaman went to the exient
of persemally attacking the former Finanoe
Mmauml?mnelhannnmuthmgh af
harving Eiled to discharge
adeguately during his tenure, amlqulnglhe
nation in its howr of nesd. Not to be left behind,
the Opposition has been pouring vitrial on the
Treasury benches, acousing them of vitkating the:
pheere in Pasdi and of vialating
existing guidelines concerning parfiamentary
practice and conduct. In an election year, it is not
unexpected, or umknown, for political parties to
Eraude barbs. [t is, however, the element of
wicimsness that i ssen in these exchanges, which
does not augur well for either Parliament or the
nalxm ﬁndepmmr:mm pu:hmmtm'_v
tr has | in & widening of the gulf
hmmr]mmhngpﬂ.rty:lmlﬂmmme
Opposition. This is most regrettable.

The impact of a polarised politics
Unthemtduinlubmlgpuﬂrdaspimﬂ:ﬁ-
the most eritical election in this century, politics
iz highly palarised and is further exacerbating
divisive tendencies. Mo issues appear beyond the
pale when carving out winning strategies and
ensuring higger victary marging. Even the
consecration of the Ram Temple in Ayodbva -
which most Indians hawe welcomed — has
become an election issoe, with both Hooses of
Parliament possing a resolution terming the
construction of the Ram Temple in Ayodhya as
ushering in a “new em of amd public
welfare”. The spectre of "Hinduo mojoritarianizm’,
whether imtended or not, thus looms Eirge in the
minds of sectioms of the public, alongside a
perception that “Mandir’ defines the nature of
politics in an slection year.

Federalism, on which the Constituion-makers
placed great store, is becoming a victim of this
situation. While some aspects could be viewed as
symptomatic of the stexdy and gradual dedine in
democratic practices aver the years, there iza
difference today, and possibly some substance in
the Opposition charge that the raling
dispensation at the Centre is breaching the
federal principle with impunity. The Opposition
charge sheet inchudes aspects such s attempts to
enforee an Uniform Civil Code, alongside
manifest attempis ko push through the concept of
“ime Natiom, e Election', possibly intended to
undermine the m]enFr:gi:maI [parties.

Defections have been.a major bane of Indian
of the kind being reported in this election vear,
are making a mockery of democracy and
electorl politics. More to the point, angoing
efurts to induce members to change sides
thronsgh inducements are undermining the entire
election system. A rash of defections howe

oocurred which includes top keaders from other
parties, to the Bharativa Jamita Party (B]F), the
ruling party at the Centre. A conspicumes
example of this kind has been inveigling the Bihar
Chief Minister, Nitich Kumar, to change sides with
the implicit promise that be could contimes as
Chief Minister under a new dispensation (heacded
by thee BIPY. Marmy other instances of e
high-level defections o the ruling party at the
Centre are agnin taking plice scross the country,
umdermining demuocratic princples and
practices. This comveys an impression that
electorl democracy stands today at the
erossruads; amd that constitutiomally mandabed
rules amd practices are being trampled wpon with
mpmltjl.“’l‘n'lenumlepﬂrtyrnm'be responsible
far this situation, given that the majority of
high-level defections have been o the
ruling EF in this election year, the import is lowd
and clear, viz., that those holding the reins of
power are better positionsd toalier electoral
werdicts by ather means.

Mo rules-based order

Diistinct from this, but merimsically Enked i i,
are perceived violations of comstifutionally
mandated conduct by centralh-appointed
Ganvernors in certain States. The role of
Ganvermars in Oppasition-raled States has become
amajar Esue between the Centre and the
Opposition-ruled States of ke, with thes St
alleging — and not without reason - that the
Centre was using Governors to checkmate the
Opposition-ruled States. In some instinees, and
i certain sifuations, it is leading ioa vimusl
breakdown of relations between the Centre and
the States.

The situation dearly callks for dispasscionate
anadysis. It may be that the ruling dispensation at
the Centre is not alone to blame and that the
Oipposition aleo d a disregard for
constitutiona] niceties alI:H]leprulcl])EsaF
Federalizm. The omus, heowever, ies mainky on the
Centre. What is apparent, and maost lacking poday,
is the absence of a nules-bosed order in regand o
Centre-State rebitions, and with regard to
party-to-party relatiomships. In the absence of
this, there is every danger that the system could
overturm alk

Aﬂlhusmﬂmmﬂmanrtua{nﬂpmd
Constitution 1 rules of busi Thee is
again every danger that if these were bo continue,
what we understand by demaocracy under a
constitutional mandate would cease to exist.
Tolerating differences is, hence, the first onder of
pricrity. Mext, everything has o be subondinaed
by the: regui of the Constitution. Thizd,
managing the subtle imterplny betwesn interests
s wahees ancl reaffrming a firm belief in the
Constitution is a basic necessity. There are no
rivalries that cannot be managed within a
eonstitntionalh-mandated system, and this i
esmential if India, as we know it, is B sareive.
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