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Scheme for availing Incentive against the net fresh Additional Resource
Mobilization by Gram Panchayats.

1. Background:

One of the reasons of weak financial position of the Panchayats is their
reluctance to impose taxes in their area due to which these bodies are largely
dependent on the State Government grant not only for undertaking developmental
works but also for other small functions like providing civic amenities to the local
people. A report on the finances of Gram Panchayats in Himachal Pradesh for the
year 2005-06 reveals that the income from the tax revenue (tax, fees, fines rent
etc.) of Gram Panchayats in the State constitute a negligible 8.5% of the total
receipt of the Panchayat. Similarly 97% of the Gram Panchayat spends no money on
providing civic amenities like sanitation/street lighting etc.

The weak financial position of the Panchayats and their non-
performance of statutory functions is creating the misconception in the rural areas
that the Panchayat are not a unit of self governance but is an agent of the State
Government. This is the major challenge for the Panchayati Raj system for which
State Intervention is required. One of the steps towards this directions can be to
encourage the PRIs to generate their own resources and perform their statutory
functions by providing incentive to these Institutions. This issue had been the cause
of concern for the various States Finance Commissions constituted to give
recommendations for strengthening the financial position of Panchayati Raj
Institutions.

The 3" State Finance Commission in its recommendations has made a
provision of an incentive fund of Rs. 40.00 crore for the period 2008-09 to 2011-12
(Rs. 10.00 crore per year). It has recommended that the Gram Panchayats could
avail the incentive against the net fresh Additional Resource Mobilization by these

bodies. It has been provided that for every additional rupee of Net Fresh Additional



Resource Mobilization, the Panchayats could be entitled to double the amount out
of this incentive fund. The commission has also recommended that a detailed
scheme for availing the incentive fund may be drafted so as to ensure clarity in the

administration of scheme.

2. Establishment of incentive fund:

As per recommendation of 3" State Finance Commission an incentive
fund will be established at the State level and incentive to the eligible Panchayats
will be sanctioned from this fund from time to time. The fund will have two sub-
heads i.e. one for providing incentive in lieu of net fresh additional resource
mobilization and another for providing incentive for raising resources to undertake
the statutory function of sanitation, liquid and solid waste management and
lighting of village streets and other public places. The fund will be equally divided

between above two sub-heads.

3. Claim for Incentive:

The Panchayat will be entitled for claiming incentive in following two
streams:
(i) Net Additional Resource Mobilization;
(ii) Resource mobilization for undertaking the activities of sanitation, solid

waste management & lighting of village street and other public places.

4. Criteria for getting and utilizing of incentive:

(A): Net Fresh Additional Resource Mobilization:

Net Fresh Additional Resource Mobilization for the purpose of 3(i)
above shall mean any additional revenue accrual to the Gram Panchayat by way of
either a fresh levy to be introduced by the Panchayat or by way of increase in the

existing rates of various taxes, fees or levies being imposed by the Gram Panchayat



under section 100-106 of the Himachal Pradesh Panchayati Raj Act, 1994. The claim
for availing the incentive grant under the scheme should clearly indicate the
additional resource mobilized by the Gram Panchayat in comparison to the
preceding year collection. The Panchayat Inspector/Sub-Inspector/Auditor shall
verify the facts of Additional Resource Mobilization by Gram Panchayat on the basis
of record and actual receipt in the Panchayat fund. Thereafter, the claim will be
submitted to Directorate through District Panchayat Officer. The Panchayat will be
entitled to double the amount of net additional resource mobilization out of
incentive fund. The incentive grant in this financial year will be provided on the
basis of additional resource generated by the Panchayat in the financial year 2007-
08 in comparison to its resources generated in the financial year i.e. 2006-07. This
will be untied fund of the Panchayat and Panchayat will free to incur expenditure on

any of its functions. The proforma for submitting the claim is at_ Annexure “A”.

(B):_Incentive for performing statutory functions of sanitation and street lighting:

The Panchayat will be entitled for incentive under 3(ii) above double
to the amount of the resource generated by the Gram Panchayat specifically for the
purpose mentioned in 3(ii) above. The Panchayat will generate the resources for
undertaking the statutory functions namely sanitation, liquid and solid waste
management and lighting of village streets and other public places. The case for
availing incentive in lieu of performing these functions will be submitted to the
Directorate through District Panchayat officer clearly indicating the total amount of
resources raised by the Panchayat. Documentary proof of raising such resources
shall also be enclosed with the claim. The incentive grant in this financial year will
be provided on the basis of additional resource generated by the Panchayat in the
financial year 2007-08 in comparison to its resources generated in the financial
year i.e. 2006-07 for performing above functions. The State Government after

considering the claim may sanction the incentive to the Panchayat concerned. The



Panchayat out of this incentive grant will be free to incur the following
expenditure:-

(i) Purchase of machinery required for solid waste management;

(ii) Recruitment personal for sweeping and sanitation purposes;

(iii)  Payment of electricity bill on account of street lighting.

The proforma for submitting the claim is at Annexure “B”.

5. Outcome:

The scheme will encourage the Panchayat to make efforts for
additional resource generation by increasing the rates of existing of taxes or by
levying new taxes which will improve the financial position of the Panchayat and
lessen the dependence of the Panchayat on government grant. Secondly the
Panchayat will take interest in performing the statutory duty as per provision of the
Act and will improve the service delivery and civic amenities in the Panchayat area

which is one of the most important functions of local self government.



Annexure “A”

Proforma for submitting the claim for incentive under Net Fresh Additional

Resource Mobilization

1. Name of Gram Panchayat

2. Name of Dev. Block

3. Name of District

(a) Previous resources of the Panchayat (Year 2007-08 i.e. one year before the

claim year):

Sr. | Name of taxes, Rate per Total tax collected Remarks, if any.
No. fees or other month/per year during the year
levies
1. 2 3 5

(b) Additional resources generated by the Panchayat(Claim year i.e. 2007-08):

Sr. Name of Resources Detail of Additional Net
No. | new taxes, | generated due | increase inthe resources additional
fees or other | to new taxes/ | existing rate of | generated due resource
levies with levies etc. levies i.e. to increase in generated
rate per increased from the rates of due to
month/per Rs.- to Rs... taxes/levies increase in
year. the rate of
levies and
by imposing
new taxes
etc (3+5)
1. 2 3 4 5 6

Signature of Pradhan

Signature of Secretary/Sahayak




Annexure “B”

Proforma for submitting the claim for incentive under in lieu of resource raised on

Sanitation, Liquid/solid management and street lighting.

1. Name of Gram Panchayat

2. Name of Dev. Block

3. Name of District

(a) Previous resources of the Panchayat(Year 2007-08 i.e. one year before the

claim year):
Sr. Detail of the Norms of the Amount of Remarks, if any.
No. resources resources resources
generated generated generated and
deposited in the
Panchayat account
(page no. of cash
book and ledger be
given)
1. 2 3 4 5

(b) Additional resources generated by the Panchayat(Claim year i.e. 2007-08):

Sr. | Detail of the Norms of the Amount of additional resources Remarks, if
No. | additional additional generated and deposited in the any.
resources resource Panchayat account (page no. of
generated generation cash book and ledger be given)
1. 2 3 4 5

Signature of Pradhan

Signature of Secretary/Sahayak




