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Expenditure in Greaier Visakhapatnam Municipal
Corporation — An Analysis

By B. Lakshml Bhavanl and E. Nagabhushan Rao*

Mumc\pl\ governments in India
are vested with a weltare

sections, supply of safe drinking
water, proventive health care ke

centers through the state legsiature
and ihor gy cders.
are ever,  constiained - In
Gachargng it assgnes fnctons
due to a imited resource base. The
low per capta receipts of municipal
goverments do nol enable them to
meet the minimum  standards  of

services. On the whole, the status of
unipe franco.in ol suggests
that the present revenues are
insufficient 1o meet the growing
expendiurs neads of urban aress.
Improved financial management is
required o increase  eficiency in
revenue collection and _ expenditure
control

The present level of municipal
expenditure aro far below the norms
suggested by the Zakaria Gommittee
in way back 1963. According to
National insitutional Pubic Finance
and Policy (NIPFP) study (2000), of

the 249 sample ities, only
10 municipalities. met the expenditure

108, Lakabed el nd o,

noms _established by the Zakaria
Commitee. ~ For me municipal
govemments  to these
recommended -w'mﬁlun

their revenue receipis will have 1o
increase significantyy. At present, the
same situation has been  rofiected
th various studies on  urban
economy.

t s revealed from the analysis
that Visakhapatnam Municipality
grown to the status of GVMC. It

is mainly because of the industrial

growth and fast expansion of
industrial business establishments
and also various education
institutions, hotels etc. Huge
investments are made in the city
by various industries from al over
India. As & result the GVMC is
functions increased particularly in
developing infrastructure including
water supply and sanitary
services. It is revealed from the
data between 19341995 0 2008-
2009 the expenditure recorded are
increase to 16.50 percant in
GvMC.

Municipal  governments  aro
logally required 1o have a balanced
budget. Tho municipal expendilures
are thus conditioned by the laval of
resources avaiable. In the states
‘where the municipal receipts are very

nature of services provided by the
municipaity. Ofien, the repairs and
maintenance senvices are considered

ditwe on  captal  works
postponed.

Local government should provide
public services to those who need o

. unde:
uitable structure, administrative
exclusion of potential benoficiaries is
be avoided. As labour and
enterprise mobilty increases bene-
ficiaries will have a broader range of
locational - cholces. Experience in
North American ciies shows that
municipalies that do not meet
demands residents  and
enterprises eventually decline as
consumer and companies move to
cities. As purchasing power grows in
uban areas, more residents wil
have the capacity and wilingness 1o
pay for benefts that they derive from
responsive local govemments.

Unban centres in India dopict a
grim picture with regard to availability
of basic servicos Ike sale drinking
water, sewerage/ sanitaticn, solid
wasto disposal and primary edu-
cation, primary heaith. Accordingly
survey by NIPFP (National Institute of
Public Finance and Policy) shows
that in a sizeable number of urban
conlres, the avalabilty of water is
than 100 liers per capita
por day, as oy 27 percent of
samplo municipaiies have report

1o supply over 100 ors of wator per
capta per day  (NIPFP2004)
Approximalely 28 percent of the

Nagabhushan Rao are Facuty, Dept low, the municipal expenditures are  municipalties provided less than S0
o Eooromics,  Andhva Unieahy,  aloo low. An & readh R as 8 mem Per capita_per day, which is
Vishakapatnam. significant impact on the qually and  less than hall of fthe noms
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Table-1
Total Revenue & Expenditure In the GYMC (Rs. In Crores)
Year Total_Revenuo Total_Expendture Surplus / Deficit Gap Surplus / Defici (%)
200405 197.11 214 1734 808
200506 23320 255.96 2275 889
2006-07 28369 208.10 440 148
2007-08 58398 45124 1327 2941
2008-09 68553 737.38 5182 703

Source: Account Soction in the GVMC,

“Taxes, Non Taxes and Assigned Revenue inclucing Plan and Non-Plan grants.

Table:2
Expenditure Break up in GYMC (Triennial) (Rs. In Crores)
items 108495 to  1997-08tc 200001 to 200304 to 200607 to
1996-97  1999-2000 2002-03 2005-06 200809
Non Teaching Sial Pay & Alowencs 126260 2002.04 2031 69 3855.1 4948.09
nsionary B
Toaching Staff Pay & Allowance 346.97 447.04 560.41 719.10 53260
Road 649.27 780.10 1146.03 1157.32 4724.03
Orains& Cuverts 228.22 22082 312.01 122.52 70913
Buildings 20.14 5098 7666 192.04 1189.52
Public. Healths: Sanitation 2122 39974 639.84 1223.67 2172557
Water Supply 101313 147757 1862.66 708857 1413242
Lighting 278.01 55419 732.48 1004.07 2016.60
Remunorativa Enterprise 172.89 430,08 296.69 46415 52849
Loans 115.80 20769 267.98 119.37 816.07
Contibution 0.00 000 0.00 0.0 34275
Town Planning 17.28 047 19.96 144.95 129.44
Acquisiton Of Lands & Buldings. 551 2433 52.59 60.80 5008
Managomont 74.82 19477 347.28 674 1063.45
Law Charges 7.86 667 1041 2297 1551
Othor Expanditure 9336 1079.20 419,14 5157.93 1742261
Total 537013 787820 9675.88 2174935 5079336
Source: Account Section in the GVMC.
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Table-3

Total Ordinary Income and Expenditure In the GYMC (Triennial Average) (In Crores.)

Ttems. 199495 o 199798 o 200001 o 200304 lo 200607 lo
1996-97  99-2000 2002-03 2005-06 2008-08
Total Ordinary Income 47.81 76.88 17.90 155,51 248.90
Total Ordinary Expenditure 33.42 5143 79.09 99.19 158,69
14.39 2645 36.81 56.32 %021

Table-d

Total Capital Income and Capital Expenditure in GVMC (Triennial Average) (in Crores.)

items 199495 o 198798 to 200001 10 200304 200607 to
1996-97  99-2000 200203 10 200508 2008-09
Capital Income. 1275 4680 20.3 7060 27118
Capital Expenditure 20.17 4742 130.82 124.16 202123
Surplus/Deficit 16.42 062 11048 5356 -1750.08
Tables
Total Income and Expenditure in the GVMC (Triennial Average) (in Crores.)
items 199495 o 1967-98 lo 200001 lo 200304 200607 1o
1996-97 992000 2002-03 10 200508 2008-08
Total Income 60.56 12369 138.27 226.11 345.87
‘Total Expenditure 62.60 98.85 203.91 22335 2109.92
Surplus/Deficit 204 2484 7164 276 -1764.05
Source: Accounts Section in the GVMIC.
Table-6

Compound Growth Rate of Total Ordinary &Capital Expenditure In the GVMC
(Between 1994-95 to 2008-0942001-02 to 2008-09)

Periods Ordinary _Expenditure Gapital_Expenditur Total Expenditure
avmc

189495 1o 200809 13.38"(20.11) 2323"(5.09) 20.75"(5.89)
2001-02 o 200609 11.39"(5.53) 40.43°(2.41) 33.587(2.46)

“significant at 001 level.
“significant at 0,06 level

Figures in tho paronthesis are T- valuos.
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recommended by the Zakaria
Cammitiee for towns less  th

h  nearly 50
percent of the urban population i
covered with saniation services, only
28 percent of the urban households
are connected 10 the publc
sewerage sysiom. The  positon wih
respect 1o the collection and disposal

garbage is left on the city streels

incalloced ddy (IR 2001, Thors i

thus, a major deficiency in the

provision of urban Shoicien ot

also  inequitable

distibution of the  services despile
major efforts in the past.

e aforesaid servicos have been

put 10 further strain as a result of an

increase in oconomic and industrial

measures intraduced in the oarly

investments are needed

gross national domestic product i
fom urban. centres. Any afiempl to
recty the situation at the local level
frustrating the most municipal bodies

nd 0 augment existing services
is increasing rapsdry = e s o

mmensurate thei
revenue base.

altempl to deal with the
situation calls for a systematic roview
of noms and standards for provision,
operation and  maintenance  of
municipal servicos, as suggested by
difforent  commitioes and  expert

515 Year of

groups. In this context an analysis i
made with respect 1o the GYMC in
regard to the nature of expendiu
on the basic infrastructura facities.

Total Revenue and Expenditure in
the GVMC

In this_respect, the expendituro
data on various items during 1984-65
and 2008-09. The data was colected
o rolated to municipal
Teaching and Non teaching staff
Salaries, Revenues,  Exponditure,
Non-Teaching Siafl Pay & Allowance,
Aoads, Drains & Gulvets, Buldings,
Public' Health & Sanitation, Waler
Supply. Lighting, Loans and
The Revenue and expenditure
mad for the yoars from 2004-05 to
9 have boen prasented in the
Table-1 GVMG. It is very much
significant 1o nalo that thero s about
29.41 percent surplus income in the
financial year 2007-08 only, whio
the deficit has been raduced 10 1.48
percent in the financial year 2006-07.
The reason for the result might be
atiributed to_the formaion of Groator
Visakhapatnam  during  December
2005

Expenditure Break up in GYMC

In this section sector wise
expenditure during 183495 1o 1996-
97, 199798 o 19992000, 2000-01
10 2002-03, 2003-04 1o 2005-06

2006-07 fo 2008-09, for every fhres
yoars has been presented in the
Table2. It can be seen from the
table that the expenditure has
increased i many fold, between
initial and end period. In particulars
the expenditure on Non Teaching
Staff Pay & Allowance & pensioner
benefits was increased by about 392
percent during this period. The
expanditure on roads was increased

about 94585 percent during the
period. However, there s a many fold

ncroase bn expendiure on vao
due to the expansion of
|umh:0un (GVMC) and nflation rate.
Total Ordinary Income  and
Expenditure In the GVMC
It is further analysed that the total
ordinary income from various sources
and total ordinary expendiure
between initial and end period in
GVMC s presented in the Table -
3(a) and Graph — (3a). The total

surplus income which is about 15.95
percent in end period in comparison
to inital period.

| Capital Income and Capital
Expandiorsn e GV

The capital income and capital
expendiure between inital_and end
period was also oxamined. The fems
under  difforent  hoads ke oty
enginaeting,  cy lighting, ol
projects, cily _planning, _education,
parks, Loisure and cemelories, public
health. water supply, deposi and
advances,  ro payable and
rocoveries under capial income and
capital_expenditure_prosented in the
Table-3. In th intal period the
expondiure Is about 128.76 percent
Hgher than li ceplal Income. n the
expondituro has
funhor neressad 1o 64538 pocon
han capial income. Thus, it
indcates the stesp fise in both
income and _expenditure  when
compared 1o inital period due to the.
expansion of jurisdiction asresull
upgradtion of GVMC status

Total Income and Expenditure in GVMC.

The total income (ordinery and
capial income) and total expendiure
(ordinary and capital expendiure)
between inital and end period has
been presenied in the Table-d. In
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Table-7 — Shifts in the Expenditure Pattern In the GYMC (%)
lems 199495 10 199798 0 20000110 200304 200607 o
1996-87 19992000 200208 to 200506 2008-09
Non Teaching Staff Pay & Allowance 2351 2500 30,30 17.73 074
& Ponsionary Benllts
Teaching Staff Pay & Allowance 646 561 579 331 108
Road 1209 878 1184 532 930
Drainss Culverts 500 408 322 056 140
Buildings. 038 064 ore 088 234
Public Healthé. Saritation 399 501 661 563 428
Water Supply 18.87 1852 1025 3250 27.82
Lighting 518 694 757 162 397
Romunerative Enterprise: 3z 539 307 213 108
Loans 216 260 27 055 161
Contribution 000 000 0.00 000 067
Town Planning 032 o001 022 067 025
Acquisition Of Lands &Buidings 010 030 0.54 028 010
Managoment 130 244 359 205 209
Law Gharges 015 008 o1 006 003
Othor Expendiura 1784 1353 433 272 3430
Total 100.00 100,00 100.00 10000 10000
Source: Account Section in the GYMC.
Table-8 — Impact of Total Expenditure in the GYMC
indepondont Varablo on
Visakhapatnam
Cooff Bota tvalue
Non toaching stalf Pay & allowance Ponsionary Bonofits (X1) 0244 o148 225"
Toaching staff Pay & allowance (X2) 0215 0.003 1178
Roads (X3) 0133 0145 5826
Drains & culverts (X4) 0035 0.038 3941
Buikdings (X5) o018 0.037 1975
Public Hoalth & Sanitation (X6) 0,033 0.040 1204
Water suppiy (<7) 0.400 0551 13,688
Uighting (x8) . 0,043 0.040 0937
Constant 1005
[ 0999
Adjusted R 0.898
£ 2648.80

“signiicant at 0.01 level. **significant at 0.05 level.

54

February 15, 2013

2/3



Expenditure in Greater Visakhapatnam Municipal Corporation: An Analysis - B.Lakshmi Bhavani and E.N:z:

Written by Administrator
Friday, 15 February 2013 00:00 -

51+ Year of

this situation the totel expenditure is

o to wi
Jurisdiction (GVMC).

Compound Growth Rate of Ordinary Expe-
nditure & Capial Expendture
Compound g rates * of
Ordinary and capital expendituro
have been calculated for the period
199495 1o 2008-09 and 2001-02 to
200809 for GUMC. It s rovoaled
from the Table-5 that the growth of
ordinery  expendiure and capital
exponditure is recorded as 1338
perc and 2323 percent
respeciively during 1994-95 1o 2008-
09. While tho compound growth was
11.39 percent duing 2001-02 to

expondituro was increased at tho
rale of 4043 percent during 200102
10 200809 which Is higher than the
period of 1994-95 to 2008-08.
Compound  growth  is also
calculated by clubbing ordinary
exponditure and capital expendituro
for the pariods 1994-85 10 2008-09
and 2001-02 to 2008-09 in GVMC. In
thissituation, during the period of
198495 1o 200809 the growth of
oxpondiuro was_increased at
the rale of 20.75 while during the
period 200102 to 2008-09 1t Is
increased at tha rate 3358 percent
which is higher during the period of
1994:95 o 2008-09.
Shifts in the Expenditure Pattern
As we can observo from the study
of ULBS thore is a fast dotorioration
in their revenues. This results in
shilts In the_expenditure pattem of
ULBs. Table-6 presents the changes
in tho composiion of expendilure in
GVMC Guring the five periods of time
1994-95 to 199687, 199798 to
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19992000, 200001 1o 2002:03,
2003-0¢ 1o 2005-06 and 200607 &
2008-09. In GVMC there Is a steop
fal in the salaries component by
about 20% simiary thre is a
deciine in expondituro under _the
headings of drains, culerts, lighting
systom, town planning and loans.
Thus the GVMC expendituro on basic
services  has  boon _decined
drastically and hence the qually of
srvices has fallen.
Impact of Total Expenditure in the
GVMC: The Regression Analysis
The expendiure dala is further
analysed by using Regression Model
(Muliple Rogrosslon) in ordor 1o
know the impact of fotal oxpenditure
in GVNG.

Y=a4b,x, b+ b x +b,x
+B,X g+ byXgt byt Byx,

Whereas

¥ - Total Expenditure

X, ~ Non teaching stalf Pay &
allowance and Pensionary Banafits

X , = Teaching staf Pay &
allowance

X ,- Roads

X~ Drains & culverts

X ,~ Buildings

X ,~ Public Health & Sanitation
X - Water supply
X 4~ Lighing

a - Intorcept and b, b, b, b, b,
and b, are the co-effcient of the
Independent variabies.

It is revealed from the Table-s
that from among various expendiure
(independent variables) x1 and xB,
tho items like x1, X3, x4 and x7 are
more_significantly influcncing on total
expenditure than the other items
Conclusion

It is rovoaled from the analysis
that  Visakhapatnam  Municipality
grown fo the slatus of GVMG. It is
mainly

or nd fast
industrial  business
and  also  various

instiutions, hotels etc.  Hugo
investments are made in the clty by
various indusiries from all over India.
As a result the GVMG s functions
increased particularly in developing
infrastructuro. including water supply
and sanitary services. 1t is revoglod
from the data between 1994-1995 to
2008:2009 the expenditure recorded

pattom before tho  upgradation of
Visakhapatnam  Municipalty D
Grater Status (GVMC) was within, gy
budgetary balance and could ablg
rondor sorvice to the public in
atistactory modo.

and
oxpendiure o actounl o, e
upgradion of Visakha municipaity 1o
Greater  Visakhapatnam  Municipal

sirativo machinery, manpower etc.
I results in thet thero will bo a big

their number is increased dus to
expansion of jurisdiction. Hence, the
policy makers while upgradng the
municipaiitios, they have lo take into
Gonsideration of the other parameters
also to make it healthy.
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