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Abstract-Financial reporting and transparency are vital for 

the efficient functioning of industrial corporations, ensuring 
accountability and informed decision-making for all 
stakeholders. This research investigates the state of financial 
reporting and transparency in Rajasthan’s industrial 
corporations, using a combination of secondary data analysis, 
regulatory review, and select case studies. The study identifies 
persistent issues with compliance, internal controls, and 
disclosure standards, influenced by both organizational 
practices and regulatory frameworks. Key factors impacting 
transparency include governance mechanisms, the quality of 
audit, and managerial awareness of reporting standards. This 
paper contributes original insights into public sector enterprise 
reporting in Rajasthan, offering recommendations to enhance 
transparency through regulatory reforms, better audit 
practices, and capacity-building initiatives. 
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I. INTRODUCTION 

Financial reporting is the backbone of corporate 
accountability. In the context of public sector industrial 
corporations in Rajasthan, rigorous reporting and 
transparency are essential, given their significant role in 
regional economic development. However, challenges 
around compliance, delayed reporting, and limited 
stakeholder communication were prevalent. This study aims 
to analyze financial reporting practices in these 
corporations, exploring the nature of transparency, 
compliance with statutory obligations, and the factors 
influencing reporting culture. 

Financial reporting and transparency within Rajasthan’s 
industrial corporations, the complexities and challenges of 
public sector governance in a developing economy 
characterized by dynamic policy environments, evolving 
legislative frameworks, and varying degrees of 
administrative capacity. As entities established by the 
Government of Rajasthan to spur industrial development, 
attract investment, generate employment, and catalyze 
regional economic growth, these corporations play a pivotal 
role in the state’s industrial landscape. Their financial 
reporting mechanisms, the standards they adhered to, the 
 

 

rigor of disclosures, and the transparency with which 
information was conveyed to stakeholders formed critical 
factors influencing public trust, investment decisions, 
resource allocation, and the overall credibility of these 
organizations. 

In the period leading up to 2015, Rajasthan witnessed 
significant changes in its industrial and economic profile. 
Industrial corporations such as Rajasthan State Industrial 
Development and Investment Corporation  and Rajasthan 
Small Industries Corporation Limited  were key institutional 
vehicles for implementing the government’s plans to 
promote industrialization. These entities were tasked with 
functions that ranged from the development of industrial 
infrastructure—such as industrial estates, export promotion 
industrial parks, and special economic zones—to the 
provision of financial facilitation and technical assistance to 
micro, small, and medium enterprises. Given the magnitude 
of their public responsibilities, the nature and integrity of 
their financial reporting and disclosure practices were under 
continuous scrutiny from diverse quarters, including 
government auditors, policymakers, private investors, civil 
society, and the media. 

The legislative context for financial reporting in 
Rajasthan’s public sector entities, including industrial 
corporations, was aligned with the overarching national 
frameworks such as the Companies Act, 1956 (and, where 
applicable, subsequent amendments), various guidelines 
issued by the Ministry of Corporate Affairs, and provisions 
set forth by the Comptroller and Auditor General of India. 
These frameworks mandated the preparation and 
presentation of annual financial statements, including the 
balance sheet, profit and loss account, cash flow statements, 
auditors’ reports, and directors’ reports, which were subject 
to statutory audit and public disclosure through relevant 
channels. However, the practical implementation of these 
mandates in Rajasthan’s industrial corporations often 
reflected the perennial challenges faced by many Indian 
public sector undertakings : delays in the completion of 
audits, non-compliance with Indian Generally Accepted 
Accounting Principles, limited adoption of international 
accounting standards, and occasional gaps in internal 
controls or risk management protocols. 
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Transparency in financial reporting extends beyond the 
mechanical preparation of accounts; it encompasses the 
openness and comprehensiveness with which Rajasthan’s 
industrial corporations communicated material financial and 
non-financial information to all stakeholders. There was a 
mounting emphasis—both at the central and state 
government levels—on the need for greater transparency, 
driven by global trends in corporate governance reforms and 
in response to instances of misallocation of resources, 
project delays, Rajasthan’s industrial corporations 
responded through varying degrees of voluntary disclosures, 
enhanced reporting on project outcomes, and periodic 
engagement with government oversight bodies. Yet, 
independent studies and audit reports have observed that, 
despite visible improvements, much remained to be 
accomplished in building robust systems that ensured 
real-time, easily accessible, and fully reliable financial data 
for the public or interested stakeholders. 

The architecture of financial governance in Rajasthan’s 
PSUs—including industrial corporations—was also shaped 
by the interfaces between the state government, the Board of 
Directors of the concerned corporation, the Audit 
Committee, and external statutory auditors appointed as per 
the CAG’s recommendations. These mechanisms were 
meant to promote objectivity, ensure compliance with 
statutory requirements, and strengthen the culture of 
accountability. Yet, real-world performance often varied 
across corporations depending on organizational 
competencies, leadership, technological adoption (such as 
the implementation of automated financial management 
information systems), and the broader political-economic 
context that dictated the pace and extent of reforms. 

Furthermore, practices around proactive disclosure of 
information—such as voluntary publication of project-wise 
financial performance, contingent liabilities, or risk 
exposures—were relatively nascent. While legal mandates 
such as the Right to Information Act, 2005 had begun to 
impact disclosure behaviors, the effectiveness of these 
legal-interventions depended largely on institutional 
willingness, citizen activism, and the presence of credible 
whistleblowing mechanisms. Transparency was, therefore, 
often a product not just of legal compulsion, but also of 
broader corporate culture, leadership commitment to open 
governance, and the overall maturity of the state’s public 
sector management systems. 

The financial reporting and transparency within 
Rajasthan’s industrial corporations was marked by an 
ongoing evolution in standards, practices, and expectations. 
While the legislative and regulatory frameworks provided a 
mandate for robust financial reporting, actual practice was 
shaped by a confluence of organizational, technological, 

political, and cultural factors. Stakeholder demand for 
greater transparency continued to rise, fueled in part by the 
imperatives of liberalization, privatization, and 
globalization. Against this backdrop, Rajasthan’s industrial 
corporations faced the dual imperative of complying with 
statutory norms while also building a culture of openness 
and responsiveness that could strengthen public confidence 
and support the state’s trajectory of sustainable industrial 
growth. 

II. LITERATURE REVIEW 

1. Global Perspectives on Financial Reporting and 
Transparency 

Multiple studies underscore the necessity of transparent 
reporting for minimizing agency problems and aligning 
management interests with stakeholders . The International 
Accounting Standards Board and Indian frameworks 
(including the Companies Act, 1956/2013) emphasize 
faithful representation and full disclosure . 

2. Indian Public Sector Context 

Research by Singh and Pattanayak (2006) and Gupta 
(2013) finds that Indian public sector units, including state 
industrial corporations, lag behind private counterparts in 
timely compliance and transparency. The absence of 
uniform accounting standards at the state level and weak 
internal controls exacerbate this gap . 

3. Rajasthan’s Industrial Scenario 

Rajasthan’s industrial corporations — notably RIICO, 
RFC, and Rajasthan Small Industries Corporation — play 
crucial roles in industrial financing, infrastructure, and 
promotion . Prior reviews suggest that despite statutory 
audits mandated by CAG, gaps remain in real-time reporting 
and the adoption of modern disclosure practices . 

III. RESEARCH METHODOLOGY 

The present study employs a qualitative, mixed-methods 
approach: 

(a)  Document Analysis: Annual reports, audit reports, 
and financial statements of key Rajasthan industrial 
corporations (2005–2015) 

(b)  Regulatory Review: Examination of relevant 
provisions under the Companies Act, CAG guidelines, and 
state-specific statutes 

(c)  Key Informant Interviews: Insights from senior 
accountants and auditors (secondary-source based due to 
scope) 

(d)  Comparative Analysis: Across selected corporations 
The study is confined to the pre-2015 period to present a 

historically grounded, evidence-based analysis. 
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IV. REGULATORY AND INSTITUTIONAL 
FRAMEWORK 

1. Statutory Obligations 

Rajasthan’s industrial corporations are governed under: 
(a)  The Companies Act (1956, later 2013), requiring 

preparation and filing of annual accounts 
(b)  Audit by Comptroller and Auditor General of India, 

with tabling in the state legislature 
(c)  Specific state government directives on additional 

disclosures 

2. Institutional Players 

(a)  RIICO (Rajasthan State Industrial Development 
and Investment Corporation Ltd.): Industrial land 
development, project financing 

(b)  RFC (Rajasthan Financial Corporation): Industrial 
and MSME lending 

(c) RAJSICO (Rajasthan Small Industries 
Corporation): Export promotion, industrial support 

V. ANALYSIS OF FINANCIAL REPORTING 
PRACTICES 

1. Compliance with Reporting Standards 

Prior to 2015, Rajasthan’s major industrial corporations 
were generally compliant with fundamental statutory 
requirements; however, significant delays in finalization and 
publication of accounts were noted. Many annual reports did 
not fully adhere to disclosure norms, particularly concerning 
contingent liabilities, related party transactions, and risk 
management disclosures . 

2. Audit Observations 

(a)  The CAG consistently raised objections about late 
submission of accounts and qualified audit reports, 
especially regarding asset valuation and recognition of 
non-performing assets (NPAs) . 

(b)  Audit committees existed but were largely ineffective 
in enforcing remedial action. 

3. Internal Control and IT Adoption 

Internal control mechanisms, including segregation of 
duties and system-based accounting, were underdeveloped . 
Manual accounting persisted, impeding transparency and 
raising risks of error and fraud. 

4. Stakeholder Communication 

Annual reports, often limited to basic statutory 
disclosures, were not proactively disseminated to the public 
or minority stakeholders. There was a lack of English 
language reports and infrequent updates on organizational 
websites . 

VI. FACTORS AFFECTING TRANSPARENCY 

1. Governance Quality 

(a)  Board composition: State government nominees 
dominated, limiting independent oversight. 

(b)  Audit committees lacked professional independence. 

2. Quality of Audit 

While CAG audit ensures a statutory review, limited 
focus on performance and management audit meant 
potential inefficiencies or mismanagement were 
insufficiently highlighted . 

3. Managerial Attitudes 

A compliance-oriented rather than stakeholder-centric 
attitude prevailed, leading to minimal voluntary disclosures, 
limited engagement with shareholders, and procedural rather 
than substantive reporting. 

VII. EMPIRICAL FINDINGS FROM SELECT 
CORPORATIONS 

1. RIICO 

(a)  Delays in account finalization: Audit reports for 
several years lagged statutory deadlines . 

(b)  Insufficient disclosure: Major project risks and 
defaulted loans were not separately reported. 

(c)  Remedial actions: Gradual shift towards 
computerized accounting post-2012 improved timeliness 
marginally. 

2. RFC 

(a)  NPAs underreported: Audit raised concerns about 
recognition of non-performing loans. 

(b)  Governance reform: Inclusion of professional 
directors post-2013 improved risk reporting, but impact was 
limited in the reviewed period. 

3. Rajasthan Small Industries Corporation 

(a)  Below-threshold compliance: Annual reports were 
largely formulaic, with no detailed segmental reporting, 
affecting transparency for beneficiaries and suppliers. 

4. Comparative Analysis with Other Indian States 

Compared with industrial corporations in Gujarat or 
Maharashtra, Rajasthan lagged in online disclosures and 
adherence to ICAI-recommended accounting standards . 
Southern states were more proactive in IT-driven reporting 
and voluntary disclosures. 

VIII. DISCUSSION 

1. Shortcomings Identified 
(a)  Persistent delays in reporting undermine real-time 

accountability . 
(b)  The dominance of government nominees on boards 

results in weak checks and balances. 
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(c)  Lack of stakeholder engagement reduces the utility of 
disclosures. 

2. Contributing Factors 

(a)  Inadequate professionalization of finance and audit 
departments. 

(b)  Lower adoption of integrated financial management 
and IT systems. 

(c)  Partial compliance with modern governance codes 
(e.g., Clause 49/Companies Act 2013 provisions). 

3. Progress Made 

(a)  Gradual movement towards digital accounting. 
(b)  Regulatory nudges for better audit committee 

functioning (post-2013). 
(c)  Some organizations began lateral recruitment of 

finance professionals. 

IX. RECOMMENDATIONS 

1. Alignment with National Standards: Mandatory 
adoption of ICAI and IndAS standards for all industrial 
corporations’ financials. 

2. Timely Disclosure: Impose statutory penalties for 
delayed financial reporting. 

Strengthen Audit Committees: Reform board structure 
to ensure independent, qualified professionals oversee audit 
functions. 

3. Digital Transformation: Rapid deployment of ERP 
and e-governance modules to facilitate real-time accounting 
and reporting. 

4. Stakeholder Inclusion: Annual reports should be 
available in English, Hindi, and online, with easy access to 
all stakeholders. 

5. Capacity Building: Regular training for finance and 
audit personnel on evolving standards and IT applications in 
reporting. 

X. CONCLUSION 

The study finds that financial reporting and transparency 
in Rajasthan’s industrial corporations, before 2015, were 
hampered by delayed compliance, procedural disclosure, 
and limited governance reform. Improvements are possible 
through stringent enforcement of standards, technology 
adoption, and broader stakeholder engagement. Advancing 
transparency will not only enhance governance but also 
improve investor confidence and the overall performance of 
Rajasthan’s public enterprises. 
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