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unicipal finance in India

boen the cnucial point of 've
oial, o muriop gorenoch
Beforo  independ municipal
govammont coud noi secure P
roquired funds even though Ripon
insisted upon  indopendent and
adoquate sources of rovenuo. After
independence, due 1o industrisation
and urbanization, it could not copo

financial inadequacy is much more
keenly fell

e municipal rovonues may be
cnssmnn inlo tax sources, non-tax
rces, rovenue from remuncrative
.nmrpnm and grants-in-aid. Am
theso, tax sources such as v.openy
tax, ontertainment tax, profession tax,
advertisoment tax and so on occupy
prime place in the revenves of a
coporation as the yield from this
source is around 60% of the total
fevenue. The non-ax sources such
as school faos, licence fees, and for
a variety of trades, orginary and
dangerous, building licence fess, and
charges under

Fovenue from remunorative enter-
prises such as markals, shopping

rost houses and so on
constituta another 15% of the total
municipal revenue. The recurring and
non-recurring grants would consitute
around 10%. In this context, it may
be noted thal the revenue under
these varled categories differs from

The analysis reveals that there is
a glaring difference between the
municipaliles in terms of growth

in revenues, as well as the
quantity and quality of services
rendered to the public. The growih
of GVMC is very much significant
for the reasons best known, fike
parlly explained by industrial
development and partly due to
locational advantage and horizontal
expansion when compared 0 VM
although both of them are 150
years old in their status. However,
they have rated equally in terms
of gap in collection of revenues
as against its demand for, excopt
with respect o water charges. The
reasons may be atributed to
insufficient manpower and
oxpansion o jurisdiction beyond
maneuverabilty.

s Corsitul ot Josa than 15% of
the total revenue whereas the
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corporation 1o comoration on the.
basis of several factors such as,
location, potentiaiites and
Ieadership. For instance, the revenue
under non-tax and  remarkably
increased during the last twenty
years, unpacaliet in fhe revenue
system of the municipal corporations
of similar populations in India.

51% Year of

maich  botwoon  the

Issue s ol the budgetary balancing
of the income and exponditure but
o Increasing domands over the
imited revenue. The problem also
g bl s’ 7,
account  of  the
s, m. municpel

precarious position of the municipal
bodies Is explained In the following
expendiure trend analysis of the
municipaliies in Andha Pradesh.

It may be argued that Stalos

could reduce the vertical fiscal
imbalance by assigning & few
buoyant revenues 1o the PRIs and
ULBs. But, the iimited financial space
open 10 tho States and the porcaived
low organizational and administrativo
capacity of the PRis and ULBs has
provented the States from exorcising
this option. The dopandenca on fiscal
transfers, particularly conditional and
purpose specific ones, i reducing
the autonomy of the PRIs and ULBS
1o allocate resources according to
B oy s . ol o
enabig the

and local
governments 1o genmlln and
en) thoir own-source ravenue.

In order o make this happen, a
mechanism of untied transter of funds
fo the local governments is essential
for emhancing their fiscal and
functional auton

Tablo-1 presents the stato wiso
trend in the share of fiscal transfers

9

Table-1

Share of Fiscal Transfers to Local Goverments (ajor Head 3604) in Total Revenus of State Governments (per cent)

States (a) 1986:87 (b) __ 1990-9(c) 1995-96(d) _ 2000-01 (6) _2004-05(1) 2006-07(g) (9) - (M)
Andhra Pradesh 124 090 079 084 079 063 016
Assam 050 045 030 0.1 013 010 004
Bihar 027 025 003 0.02 003 002 001
Chhattisgarh Na Na Na 2550 348 300 048
Gujarat o069 o056 047 032 o7 038 033
Haryana 000 052 018 0.23 083 200 118
Himachal Pradesh 037 025 023 0.66 008 005 002
Jammu & Keshmir 000 000 000 0.00 000 000 000
Jharknand Na na Na Na Na 003 Na
Karnataka 263 282 135 358 300 426 126
Kerala 043 133 138 063 002 098 1001
Madhya Pradesh 203 268 308 388 484 499 034
Maharashtra 088 oar 028 234 206 148 058
Oris: 049 083 033 216 122 188 085
Punjab 077 142 123 095 054 088 034
Rajasthan 055 033 024 014 001 0.00 001
Tamil Nadu 267 212 200 53¢ 689 630 050
Uttar Pradesh 065 128 180 439 474 480 006
Uttarakhand Na Na Na 444 345 288 059
West Bengal 343 307 251 151 127 127 000

Source: (basic data), Office of the Comptroller and Auditor General of India and CMIE.
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to kocal govemmen in slale’s Table-2(a)

revenue. In the analysis the fiscal

Wanslors under major -head 3604 All Receipts in the GVMC (Triennial Average) (Rs. In Lakhs)
(Compensation and  assignment 1o

local bodies & PRIs) of the Finance  1ems 1994-95 to 199697 200607 10 200809

Taxes 275582 (18.92) 19945.96(17.78)

8120.15(65.81) 48617.00(43.35)
wo. have

docined in most siates In recent Assignad Revenue 2088.96(14.34) 19580.32(12.11)
Oommen (2006) aiso made

yoars, Oommen 2008) H0 mad®  pian Granis 672.05(462) 25337.49(22.59)
asserion by analysing

i e of doe Non — Plan Grants 918.56(6.31) 4681.09(8.17)

I coud bo argued, that the

rosources are also transferred 1o the 1ol Rocapts 14565.44(100.00) 112161.66(100.00)
PRIs and ULBS from other channels

but those aro Hed and hardly assist

in the requirements of the fiscal Table-2(5)

cap of

Source: Account Section in the GVMC.

AN Receipts in the VM (Triennial Average) (Rs. In Lakhs)

tems 1994-95 to 199697 200607 to 2008:09
devoe adequate funds for this
purpose o the PRIs and ULBS under  Tayes a17.12 (18.16) 1483.59(19.76)
article 200 (3) (bbac). Substantial
tied funds are being transfarred to  Non-taxes 349.15(19.99) 1083.04(14.43)
- p::';::in:w',a.m'"':“}‘gss',’{ Assigned Revenue 370.09(21.19) 693,65(9.24)
For long, the GSE transis Plan Grants 180.31(10.32) 2446.17(32.59)
administorod and uliized mainly by
the line departments. In recen! years,  Non ~ Plan Grants 530.01(30.34) 1260.80(23.88)
the local govemments are being
incroasingly rocognizod as imple-  Total Recepts 1746.68(100.00) 7506.25(100.00)
menting  institutions for the  plan
oWl Sl Source: Account Soction in the VM.
An staryt ' made i i paper
£ Camine_Sie._Sas Methodology callected rents on femos. The
GUMG and VM since its incoption as eyt ol lon s
both of them aro 150 years old The study  made on the bashs Ky -
10500 in 1858 and the Provincial
now. Further, author aiso would like  secandary data and wit tho help of =
to study: sltstcal ol ko virvisl average Sovement oi' sdes. had gren’ s
_ and multple regressio oqual omount s grant. Furher, i
tho growth of revonuos in callocted subscriptions to the tuno of
Mo and Wit GVMC Revenues: From ifs very Rs. 2500 from civie minded public.

inception, the Vizagapatem Voluniary  Thus, a total amount of Rs. 23,500
Municipal Association has not been  had become the revenue of the
able 10 fnd ouf adequale sources of  Asscciaton (M, Venkalarangeia)

b. the impact of various rovenue
sourcos on lotal receipts and

© 1o esimato the
Garrd ond sl b GG and

revenue. In tha first yoar of its caroor,

e Mumksl Ascciaton rpoaed
houses and carts and

There has been a steady growth of
fevenue with the increasing numbor
of resources under different heads
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Table - 3(a)
Demand and Collection of Tax Revenues In the GVMC

: (In lakhs)

Years roperty Tax cant Land Tax Water Charges
Domand Golloction Callection  Demand Colloction Cllaction  Demand Gollection Coloction
(In %) (in %) )
200005 524264 347138 6621 110240  19.90 180 6s82.62 511551 7771
200506 486203 300828 6187 170151 2696 158 7193.93 Ga0662 8627
2006-07 730233 336606 4610 357440 28215 789 750815 523082 6969
200708 1028813 550557 5351 568551 37226 655 421066 244385 5804

200809 1240092 646054

5210 768986 23660

308 8763.00 7721.00 8841

Source: Account Section in the GYMC.

Table

3(0)

Demand and Collection of Tax Revenues in the VM (in Lakhs)

Years. Property T

Demand Colection ~Collection
In %)

Vacant Land T

Char
Demand Collection Collection  Demand Collection Coltection
(In %) [d

%)

2004-05 55020 350.00
2005-06 64024 55373
2006-07 79125 498.39
2007-08 118548 68888
2008-09 121453 79207

6259 7730 6550

8520 7540 7150

6299 7490 4140

5893 4632 17.36

65.23 25 214

8473 14865 9950 663

9483 15287 11457 7495

5527 1e7.52 12887 a7z

3748 185.63 14686 8844

o051 6887 656 952

Source: Account Section in the VM.

Impact of Various Revenue Sources on Total Recsipls in the GVMC and Vizlanagaram
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fiom time 1o time during the last 150
years.

VM Revenues: In the beginning
o VM net rovenuo exponditure at
grants or don from  greater
potariopists ond Ko provincl
vorment. lnftally, 1o portorm civic

000-  wnich is donated by
shianicpiss ang provecial gove-

pecple contribution made
by i, T growth o1 revenue o

ravenue in VM has siightly increased
when compared to GVMC.

Growth of Revenue Resources
in the GVMC and VM: It is already
known thero has been a steady
gowin of Revenue wih the
increasing number of resources
under diferent heads from time to
time during last 150 years.

Al Receipts In the GVMC
(Triennial ~ Average): Here we
examinod the growth of Greater
Visakhapatnam  Municipal  Corpo-
fation (GYMC) Revenue Resources
between 199495 o 200809
presented in Table-2(a). The impor-
tant revenue sources of GYMC are
d into five categorios. They
Taxes, Assigned
Revonuo, Plan Grant and Non Plan
Grants. The resources of thesa five
catogories ar@ oxaminod ~botwoon
199435 and 2080 by cakuleing
Triennial  Average. In the
period (199495 1o 1996-97) e
total revonues, non tax revenves
shares aboul 5581 percent foliowed
by lax revenues which Is
percent. The assigned _revenues
sharos 1434 percont followed by
462 plan grants and 631 percent
non plan grants shares out of total
tovenue seuros. Duing he poried
200607 to 200809 tho.
taxes is about 43.35 percent et
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by tax revenues 17.78 percent. The
plan grant shares are about 23.50
per cent followed by non plan grants
417 percent assigned revenue
shares 1211 percent in folal
revenus. On the whole, the tolal
receipts increased o about .
9750642 which is aboul 670.05
porcent increase.

AU Receipts in VM (Triennial
Average)

ianagaram Municipality out
of total ravenuos non plan granis
shares about 30.34 percent which s
higher than the shares of other
sources. Tho non tax rovenues
shares about 19.89 percent folowed
by plan granis are about 132
percent in the iniiel period. In the
end period the share of plan grants
are about 329 percent and non plan
granis are 33.98 percent. The shares
of taxes are 19.76 percent and non
taxes 14.43 percent. Thus, in the end
pariod compared 1o initial period the
fevenues sources all increased about
when 32974 percent prosented In
tho Tablo-2(b).

Demand and Coflection of Tax
Revenues: It Is further Examined the
demand and coflection of important

botwoer

colleted by GVMC and VM. It is quote

intoresting from the  data  the

collection of property by GVMC

during the last five years is not

reaching its domand. With regard to

property tax colloction in all these
¥

percent and 158 percent during the
period 200405 and 200506
respectively. In the year 2006-07 the
percontage collection s 7.89 percent
and in the year 2007-08 was 655
percont during 2008-09 it was 308
percent. Thus, on the whoia the
collection of vacant land tax to its

mma- are more encouraging that is
tho percentago of collection to ts
demand was 86.27 percent in the
year 200505 foilowod by 88.11
percent during the years 2008-09. In
remaining the years that is 2004-05
and 200607 percaniage

especively <se= oo :w)
Demand and Collection of Tax
Revenues  In
Vizianagaram Municipality aiso the
percentage collection of property tax
to its demand in all these 5 years
(2004-05 to 2008-09) more than 60
percent expect 2007-08 in this year
the percentage collection was §5.83
percent 1o s demand present in the
Table-3(b). Wilh regard to vacant
land tax it has increased during the
years 200405 and 200508, the
percentage of collection is 8473
porcent and  04.83  percont
respectively. But in the later periods
the colloction has steeply decreased.
During the yoar 2006-07 it was 5527
p-!mam followed by 37.48 percent in
" 2007-08. The lowest
cataclon was 951 percent o s

col more
percentage of ts demand in the e
periods it was less than 60 percent.
In the yoar 2006-07 i is about 46.10
percent 1o ts demand. With regard to
vacant land tax, the porcentage
collection 1o ts demand is 1.80

charges was 9.52 percent which very
low. The coliection of wator Supply
donations 100 _percent _ collocted
during yoars 2008-07 and 2007-08,
The remaining years that is 2004-05

53
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Table 4
Impact of Various Revenue Sources on Total Receipts in the GYMG and VM:

Indepondent Variable Regression
Visakhapatnam agaram

Beta  tvalue Co-eff Beta tvalue
Taxes (X1} 0853 0.671 1.374 0166 0160 1415
Waler Taxes including donation ~ (X2) 0.040 0.023 0.108 0.007 0092 1110
Other non Taxes Receipts (X3} 0958 005 2602 0.187 0151 2020
Assigned Taxos (X4) 0397 0.356 1.268 0.198 0137 1718
Non-Plan Grants (X5) o714 0348 3153 0535 0508 4.016"
Plan Grants (X8) 0.160 0367 2685 0024 0093 1008
Constant 3487 0892
R 0978 0.981
Adjusted RF 0963 0.967
E 61586 69.181
* Significant at § lovel
“ Significant at 1 level

Tables

Impact of Various Assigned Duties a

ind Fees on Total Assigned Revenue in the GYMC and VM:-

independent Variable Regrossion
Visakhapatnam Vizianagaram
Bota  tvalue Co-sff Beta tvalue
Entertainment tax  (X1) 01670 0.0647 13707 02566 01336  3.803

Surcharge on stamp duty donation (X2)
Profession tax compensation (X3)
Motor vehicle tax compensation  (X4)
Proporty tax componsation ~(X5)

Gou. Bulding

Total assigned revenue  Constant
P

Adjusted Rt

3

05923 07367 10.2230""
o1s.2 02522 32423
00159 00203 03071

01224 00976 21208

11888
098035781
0.98649600

16071

03746 06318 168410
03713 06246 161747
00444 01110 28177

00185 00321 08502

1.2483
0.99033602
0.99378744

287.04

* Significant ai 0.05 level
** Significant at 001 lovel

¢

{51+ Year
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and 200506 the
collection was 13.85 _percent n
14.19 percent. During the year 2008-
09 the percentage collection was
2160 percent.

Thus, the collection of taxes and
selective heads in GVMC " and
Vizianagaram  Municipality  roveals
that thero are colloction gaps and
undor various hoads except waler
supply donations. in GVMC.
Municipality

W is futher analysed the
detarminants. taxes and grants of the
GUMC and VM with the help of
rogression model (Muple Regressior),
Y= asb1x1+b2x24b3x3+bAXEDEXSH
066 +u
Where Y= Total Receipts.
X

axes
X2= Water Taxes Including Donation
X3= Other Nontaxes.
Xd= Assigned Taxes
X5=Non-Plan Grants
X6= Plan Grants
U= Error term

a = Intercept and b1, b2, b3, bé,
b5 and b6 are the Co-efficiont of the
independent variables.

In the previous analysis that is the

rowth venue Receipls and

attempted 1o know which source of
evenue influence in total revenue
receipts of GYMC and VM. Hero in
tho rogression model wo wse lotal
receipts (y) as_dependent variable
and other variables (x1 1o ¥6) as
opandent varaios I the et
results are prosentod In  the
Tablea,

The rogression results prosented
in the Table-d, show thal some
variables that is other Non Taxes X3,
X5 Non Plan Grants, X6 Plan Grants.

January 1, 2013

significantly _influence the total
revenue receipls of the GVMC. The
other revenue sources like Taxes,
Wator  Taxes inciuding donation,

the gap between demand and
Colecion,

In VM Non Plen Grant 1) end
axes Roceipts
Srowed s llgM‘unl influence on total
receipts of remaining tax
reverus “sourcos id i show
significant influence  but  also
contributing to_increase the total tax

ravenue.  Hore municipal
authorty in Vzianagaram are not
affective in collocting imy

pos
which showed big gap between the
demand and tax.

Impact of Various Assigned
Duties and  Fees:  Generally
assignod  revenu irly depend
upon the development of trade and
‘commerce and growth of employment
within the _ciy. signed
Revarus. ncludes Enierainment lax

Tax Compmm (x4), and property
tax  compensation - government

building (x5). Il is revealed from the
Table-5  that profossion  tx
mnnuﬂnﬂ (x!)‘ surcharge  on
stamp tion () and
property tax compensation on

govemment  buldeg () mare
significar remai
assigned revenues
ol easigoed wvensn in GYNE. o
Vizianagaram except property
compensation of govemment n...xam;
(5) on the remaining assigned
revenue ftems significantly influence
the tolal assigned revenues.

Ymatb,X, +bx 40X, +b,x, +b,
x

Y - Total Assigned Revenue
X , - Entenainment Tax

X, -~ Surcharge on Stamp Duty
Don:

X, - Profession Tax Compensation
~ Motor Vehicle Tax

Gompaneaton

X, - Property Tax Compensation

gow. buiding

& - Intorcopt and b, b, b, b, b, and

b, are the co-efficient of the

Independent Variables.

Conclusion

he analysis reveals that there is
a glm\w differance between the
municipaities in terms of growth in
revenues, as wel as the quantity and
quaiity of services rendered to the
public. The growth of GVMC is very
much significant for the reasons best
known, like party explained by
industrial ~ development and  partly
due to its locational advantage and
horizontal expansion when compared
10 VM although both of them are 150
yoars old in their status.

However, they have rated equally
in terms of gap in collection of
tevenues as against its demand for,
oxcopt with r05poct 10 walor chargos.

one as per the cost benefit analysis
calculation, while i is contrary in the
case of capital investment. Based on
this analysis, it may be suggested
that the qualitaiive servicos, affective
siperison and inpiameniton o
evenue recovery measures, deve-
\Dvmeﬂul activiies could be possible
sizo of the
mum:mhly is within the throshold
lovel. The researcher endorses the
view that *small s beauttu, which
demands the policy makers not 1o
increase the  jurisdiction
existing municipalities beyond cerain
reasonable level. O
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