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StLLL no recognition of the thind tiex
Primany tagk of the Union Finance Commission

“The Finance Commission (8 congtituted by the
Pregident unden Anticle 80 of the Congtitution,
mainly to give (tg secommendations on the
distabution o{‘ tox nevenues between the Union
and the Stateg and amov\g,gt the States
themselves,

‘Mresn the passing of the F3xd and F4+th
Congtitutional Amendments the Finance
Commigsion hag allocated negounces {‘nom the

central divigive tox pool to focal govesnments.

Recommendationg of the F;L{ji:eenth Finance Commission
HLg,hen veskical devolution

‘The veatical devolution necommended to fLocal
g,ovex,nmem!;g L8 nopsed n,emax,kabﬂ,} HLQJ\. From a
meagne ghaxe of 0.F8 of the divigible poofl with
an abgofute Sum o{‘ 310,000 crone by the
Eleventh Commission, the Fifteenth Finance
Commygsion nolsed (b to 4.3 with a seagonablly
egtimated amount of 3436361 crone.

-Compased with the Founteenth Finonce Commission

there (8 a 92 increage in the veaticall sghare.



The 15th Finonce Commsission hog secommended two
Lypes of grants - bagic and tied

Bagsic g,namtg ane untled and con be uged by the
fLocal. bodieg for Location—gpecific {elt needs
except for salony on othen egtablghment
expendiiuae,

‘The %ied g,x,am!;g can be wuged 1“0&, the bagic
genviceg of (0) sanitation and maintenance of open
defecation {ree (ODF) statug and (b) gupply of
dnLnkLv\g, waten, noinwatesn Hanvegt;iv\g, and waten
necycling.

Previously the {inance commisgions Like the
11th FC have tiled gpecL{ch Ltems 01“ expenditure
to Local gnonts and now the 15" FC hog najged
this share to 60+, and Linked them to dnLnkLng,
waten, nainwater hanvesting, sanitotion and othex
nationall prionities in the gpinit of cooperative
fedexall Lgm.

Howeven, (L neduced the pexformance—baged grant
to tugk 000 crone — and that too for building
new cities, Leaving out the Panchayati Raz
Tnatitutions (PRIg) altogethen.



Pexformance—Baged Grants (PBG2)
13th FC

(PBQ8) Link pexformance in pre—deteamined areag
with access to and gize of funding, applying
clear and trangparent allocation formulas.

The Pe}«,{jonmance—-baged g,hants which wene
introduced by the Thisteenth Finance
Commigsion eanmarked 357 of Local gaants.

14+h FC

The Founteenth Finance Commigsion, howeves, cut
the pesformance gaant ghare to 10y {fon gram
panchayats and 207 Lo municipalities with the
conditionality that oLl focal govesnments will
have to ghow (mprovements in own gource revenue,
Municipalities ane additionolly nequired to
PubJLLgh geavice level benchmanksg for bagic
genvices,

15th FC
‘An  Lmpostant secommendation % the FL{iteev\th

Finance Commission 18 the entny—fevel caitenion
Lo avail the wnion Local gront (except heal th
grant) by Local govesnments which ig
Peh{phmance—-ﬂ,inked.



‘Fon pancha}atg) the condition 18 online
submission of annual accounts for the previous
year and audited accounts for the yean before.
‘For wnban Locall governments, two mone
condctiong are gpecifred: after AOXT1—-AL, fixation
of the minimum {loon for propenty tax nates by
the nelevant State {‘ou,owed by congistent
Lmprovement in the collection of propenty taxes
in tondem with the Skate's own Qnogg Stote
Domestic Product,

Entay—Level caitenia a ng,nL{‘Lcan}, movie

‘The Eleventh to the Founteenth lw;Lv\ance
commigsiong had necommended meagures to
standandize the accounting 8ystem and updote Lhe
audL;!;Lng, ol“ accounts, but there wag Limited
progness,

-Thenelwone) the entay—Level caitenia of the
Fifteenth Finance Commission ore timely.

WLLL it bring substantial change in the system?

‘The Eleventh Finance Commyiggion publighed the
fracall dota of all tiens of panchayats and
municipalities in (s nepont. Bub the data proved
delwecz!;Lve.



The Twel{th Finance Commisgion did not publigh
any fLocall {Lgcal data.

‘The Thinteenth Finance Commiggion publisghed
data online and gome negeanchens did wge them.
Unlike the previous commigsions, the Founteenth
Finance Commyiggion conducted o gample sunvey
covering 15% gnram panchayats, 30+ block
panchayats and alll the distaict panchayats begides
307, munieipalities, pregumobly to engure
quality in convagging dato, The regults too wene
not publshed.

Conceans

The Fifteenth Finance Commigsion non the
eanf Len finance commigsions have examined how
and whese the {inancial neporting system hag
ﬁaﬁ,ﬂ,ed.
W thout saeliable data ev\gun;ﬁv\g, g,ood
goveanance would not be guccessful.
‘The Fifteenth Finance Commission claims that it
secky to achreve the 'deginable ob AlectLve o{‘
evenly balancing the wnion and the states".
‘Recognition L8 not awonded to the thind

Lien tn this balancing act.



-ALthough the Fifteenth Finance Commjgsion
outlines nine guiding principles ag the bagig of
k8 necommendation to Local g,oveh,v\mev\tg ) thesre
L8 no integroted approoch (in contnagt to the
recommendationg of the Thinteenth Finance
Commigsgion). Tt (8 fongotten thot public {inance
L8 an integnated whole.

“The Fifteenth Finance Commiggion though

stresses the need to Lmplement the

equalisation principle, [t L8 vintually

sillent when it comes to the Local

govexnments.
Eliciency Compromiged: In the caltenia uged by
the F;L{,teenth Finance Commiggion gom, detethnLY\g
the distaibution of grants to States {for Local
governments, [t employed population (011
Censug) 30¢, and orea 107 weLg,h;!;ag,e ) the same
capten o {Sou,owed by the Founteenth Finonce
Comm/agLon.

‘While this ensures continuity, equity and

efficiency caitenia are gldelined
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