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PREFACK

In Apr i l  1991,  the Second West Bengal Mun ic ip a l  F inance  Co m m iss ion  
s u g ges te d  that  the  Nat ional  Insti tute of  Public Finance a nd  Pol icy  sh oul d  under take  a 
s tudy o f  the non- tax  co m p o n e n t  o f  revenues of  urban local bodi es  in the State o f  West  
Bengal ,  and  m a k e  spec i f ic  recommenda t ion  on how the poten t ia l s  o f  this c o m p one n t  
cou ld  be  fur ther  exp lo i ted  in order  to strengthen the local re venu e  base.  It further  
p ro p o sed  that  the proper ty  tax data o f  urban local bodies w h ic h  the First West  Bengal 
Mu nic ipa l  F inance  C o m m i s s i o n  (1982)  had put together sh oul d  be  upda te d  and analysed 
wi th a v i ew  to ident i fy ing  the changes  that had taken p lace  in the accrua l o f  proper ty 
taxes  du r i ng  the po s t - 1980 period.

T h e  Nat ional  Insti tute of  Public Finance and Pol icy  is p l eased  to submit  
herewi th  a repor t  cons is t ing  o f  two parts: the first part deals w i th  the  non- tax  c o m p one n t  
o f  r evenues ,  wh i le  the  se co n d  part  provides  detailed analys is  o f  the ch an g es  in property  
tax r even u es  o f  di fferent  urban  local bodies in the State o f  W es t  Bengal .  Specific- 
sug ge s t io ns  have been  m ad e  in the first part of  the report on  a u g m e n t i n g  the revenues 
f rom non tax sources.

W e  w o u ld  l ike to place on record our gra t i tude  to Professor  Mohi t  
Bha t tacharva ,  C h a i r m an  and other  members  of  the S ec on d W e s t  Bengal  Munic ipal  
F in an ce  C o m m i s s i o n  for ent rus t ing the study to us, and  to Dr.  T a p a n  Banerjee.  
M e m b e r - S e c re t a r y  o f  the Co m m iss ion  for his subs tantat ive ass is tance  and the very 
pe rcept iv e  c o m m e n t s  on  the ear lier  drafts o f  the report.

At  this Insti tute,  Dr. Rita Pandey was respons ib le for  the s tudy on  non-tax 
c o m p o n e n t  o f  revenues .  She  des igned the study and un de r to ok  the prepara t i on  o f  the 
repor t  e x c e p t i n g  ch ap te r  four  which  was  prepared by Ms. S h o b h a n a  Ch an dra .  Dr. O.P.  
Bohra  has  con du c te d  the s tudy on Property Taxes . I am thank ful  to th em  for their  
unt i r ing  efforts .

T h e  G o v e r n in g  Body o f  the Institute does not take  any responsibi l i ty for 
the v i e w s  and conclu s io ns  conta ined  in the Report.

March 1993 
New Delhi

Ra ja J. Cliclliali 
Chairma n
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CHAPTER I

] . Lritjxxiuetion

As the reasons for many urban problems - especially in regard to 

poor service level, lack of required urban infrastructure etc. are found 

to be largely rooted in the poor financial position of urban local 

bodies (ULBs), considerable emphasis has been placed on improving the 

position of local finances.

However, with the growing rigidity in the tax  revenues both due 

to  structural deficiencies in the tax base, legal constraints and weak 

adm inistration, and with inadequate devolution of funds from State 

governments to local bodies, a change in the perception of both experts 

and the policy makers is clearly v is ib le . Non-tax revenue is now 

considered as an important source of supplementing the own source income 

of local bodies. However, a considerable volume of literature on local 

finances in India has dealt only partially with the issues related to 

the non-tax revenue sources and their management. To examine some of 

these issues with a focus primarily on West Bengal, the second Municipal 

Finance Conmission of the West Bengal Government (SMFC) has commissioned 

this study to the National Institute of Public Finance and Policy 

(NIPFP).

I I . Ob jectives o f the Study

The objectives of the study as embodied in terms of reference

are:

i. A comparative analysis of non-t.'.x revenue generation in West 

Bengal vis-a-vis other States in India,



ii. Analysis of income from own sources - particularly from the 

non-tax sources - of a cross-section of urban local bodies 

in West Bengal, to examine (a) the relative importance of 

the non-tax revenue (NTR) in the total own source revenue, 

(b) the status of and the trends in NTR by the CMA, non-CMA 

arid also by siae class and (c) the flow of income from 

certain major components of NTR to look into the relative 

buoyancy of these components across a sample of local bodies 

chosen for the analysis,

iii . To examine the scope for further improvement in 

non-tax revenue generation from user charges in the Calcutta 

Municipal Corporation,

iv. To review the status of non-tax revenue in two municipal 

bodies in the Calcutta Metropolitan Area (CMA) and identify 

new options for non-tax revenue generation and

v. To suggest on the basis of conclusions drawn from the study, 

the fu t u r e  d ir e c t io n s  in  p la n n in g  for g r e a t e r  

self-sufficiency of urban local bodies.
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CHAPTER II

DATA SOOBCXS AND CCWERAGE OF THE STUDT

I. Data Sources

Given  the overall perspective of the study , the data 

requirements encoopass both primary and secondary data on both non-tax 

receipts and the total revenue receipts and expenditure patterns. Most 

of the secondary data is obtained from a survey of local bodies carried 

out by the second Municipal Finance Conmission, West Bengal, Handbook of 

Municipal Administration and other publications of the West Bengal 

Government and the Institute of Local Government and Urban Studies 

(ILGUS). Extensive use of data from the National Institute of Urban 

Affairs (NIOA) and the NIPFP studies has also bean made in this study. 

Data analysis has been supplemented with information based on the views 

and judgements of Municipal authorities and knowledgeable persons.

I I .  C o v e r a g e  o f  t h e  S tu d y

As mentioned, the study is based on a cross - section of urban 

local bodies (ULB) in West Bengal. This cross-section represents a wide 

variety of ULBs drawn separately from the CMA and Non-CMA areas and 

cross-classified into three different size classes based on population 

norms of 1 lakh and above, 50,000 to 99,999 and below 50 thousand. In 

all, 91 ULBs have been covered for this analysis which represent about 

two thirds of a total of 115 urban local bodies in the State. A list of 

ULBl covered in the analysis, classified by size and their location 

within and outside the Calcutta Metropolitan Area (i.e . CMA and Non-CMA) 

is presented in the Appendix at the end of this Chapter. Moreover, the 

study spreads over five consecutive years from 1985-86 to 1989-90.
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Ill. Sample

A tabular detail of the sample and its distribution between the 

CMA and Non-CMA is presented below in Table II . 1.

Some observations about the sample:-

1. The sample covers roughly 79% of the ULBs and can be taken 

to be a fair  representative of the local government 
structure in West Bengal.

2. It includes 80% of the CMA OLBs and 78% of the non-CMA local 

bodies. The CMA includes 31% of the total number of ULBs 

and non CMA covers 69% of the 115 ULBs in West Bengal.

3. Considering CMA and Non-CMA together the three classes A, B, 
C are given similar representation in the sample. For 

exairple, the sample covers 86% of class A bodies (i .e . 19 

out of 22); 83% of class B (25 out of 30) and 75% of class 
C1 (47 out of 63) ULBs. However,within CMA and non-CMA the 
three classes A, B, C do not get similar representation in 
the sample.

Table II.I

luber of Ills  it  lest Betfal: ictoal aid Supled

S i z e  ! CM ! ion CIA !

Classes ! k la a l  S u c k  Corerale ! Actnal Saipl~e Carnage ! Actual Saicle C o je m e

: m  : (?) : w

Class A I 14 11 18 : 8 8 IDD 19 86
Class I ! 1J 12 92 ! 17 13 76 : 3t 25 83
Class C> ! 9 6 66 : 54 41 76 ! 63 <7 75

Total | 36 29 80 79 62 78 : 115 91 7?

1. ULBs covered in class C consist of all the towns/cities below 

49,999 population. In some studies, this class is further broken 
up into classes D and E but we maintain only 3 classes, i.e . , A, B 
and C.
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IV  Chapter Scheme

The chapter scheme of the report is as follows. Chapter three 

presents a comparative analysis of trends in revenues, particularly from 

non-tax sources, and expenditure of urban local bodies in West Bengal, 

vis-a-vis, other 13 States in India. Analysis of non-tax revenue of 93 

urban local bodies in West Bengal constitute chapter 4. Issues in user 

charges are examined in chapter 5. In this chapter, cost recovery 

aspects of nunicipal services with particular reference to water supply, 

have also been examined. Chapter 6 is concerned with an analysis of 

management of non-tax revenue in the two urban local bodies in West 

Bengal, namely; Uttarpara Kotrung and Kamarhati. The final chapter 

provides major findings and reconroendations.



CHAPTBH III

NON-TAX BEVEMUR: AN INTER-STATE OCMRAKISON

I. Introduction

With the growing rigidity in the tax revenues both due to 

structural deficiencies in the tax base and weak administration, it is 

increasingly felt that there is a need to explore alternative sources of 

revenue to supplement the own source income of local bodies. It is 

believed that in developing countries, own non-tax sources have a large 

revenue potential which the local bodies have failed to exploit (J.F. 

Linn, 1985). India is no exception in this regard and this is all the 

more true in the case of West Bengal (T.K. Banerjee 1989). It  is 

considered  that more attention  is needed towards more fruitful 

exploitation of existing potential of non-tax revenue (NTR). However, 

the choice of specific instruments of policy for augmenting revenues 

through this source would require an insight into the existing status of 

and the trends over time in NTR of urban local governments within a 

State and also a comparison of NTR among local bodies across States. 

Since focus of the study is on West Bengal, this chapter attempts a 

conparative analysis of the status of NTR in West Bengal, vis-a-vis, the 

other thirteen major States of India. Relative position of NTR in ULBs 

across the sample of States chosen for the analysis, rray enable us to 

make certain observations in regard to the performance of NTR in West 

Bengal.

To carry out this we have largely relied on the existing 

information in the studies carried out by the National Institute of 

Urban affairs (hereafter referred to as NIUA'. The analysis has been 

supplemented by a more recent survey of local bodies in West Bengal
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carried out by the Second Municipal Finance Commission, West Bengal 

(SMFC) and studies conducted at the National Institute of Public Finance 

and Policy.

II. Description and Limitations of Data

Before we present the analysis, a brief description of the data 

is in order. As lias been mentioned before there are basically two data 

sources". The NIUA (1983 and 1989) and the 2nd Municipal Finance 

Commission, West Bengal. The 1983 study of NIUA reports data for about 

80% of the total urban local bodies in India, including the town area 

corrrrdttees and notified area committees, for the years 1974-75 and 

1979-80. Since the sample is quite large, the results emerging from the 

analysis may be taken to broadly conform to the general pattern of 

Municipal finance in these States. However, the 1989 study carried out 

by the NIUA gives data only for 157 Municipal bodies (Class I) for the 

year 1986-87. Rae to large differences in sample coverage of the two 

studies, the data is not strictly comparable to draw any meaningful 

conclusions. Since the 1989 study of the NIUA covered only large 

Municipal todies (Class I ) ,  this data is compared with Class I 

Municipality data obtained from 1983 study of the NIUA. The Second 

Municipal Finance Commission, West Bengal, provides continuous time 

series data for the 5 year period beginning, 1985-86 to 1989-90. Here 

the level of disaggregation is far greater than that of the NIUA data.

Financial resources of Municipal bodies are generally divided 

into two groups; (a) revenue from their own sources and (b) revenue from 

sources other than their own. While the first group comprises of (i } 

tax revenue and (ii) non-tax revenue, the second group consists of State 

subventions such as grants-in-aid, assigned' revenues.



Non-tax revenue covers a wide variety of revenue sources, such 

as rents, fees, income from public utilities, income from cc<rmercial 

undertakings, interest on investments and other miscellaneous sources 

incidental to the functions undertaken by the Municipal todies.

Further, non-tax revenue of local bodies comes by way of 

recoveries from those services for which it is generally possible to 

identify direct or indirect beneficiaries. These services can be 

grouped into two categories. Revenue from services in the first category 

includes rent from Municipal properties, various kinds of registration 

and licence fee e tc ., where it is possible to identify the beneficiary 

as well as measure his/her consumption of services. Recoveries from 

services such as water supply, drainage, sanitation, constitute the 

second category . While b e n e f ic ia r ie s  of these services can be 

identified, it  is generally found difficult to appropriately quantify 

the benefits derived from such services . 2  This particular feature of 

this category of services seems to be one of the reasons for the charges 

on these services being generally combined with general property tax. In 

seme States, these charges are shown independently tut collected along 

with the general property tax on the basis of the rateable value of a 

property and hence collection from these taxes constitute property tax 

revenue. The NIUA data used here includes service charges under the 

head, 'tax revenue' though, they should be forming a part, of non-tax 

revenue. The reason for this appears to lie in the difficulties in 

separating service charges from the property tax especially in those 

States where service charges have been amalgamated with general property 

tax, for instance in West Bengal.
t

Further, since there is no legislative uniformity in allocating 

functions and revenue authority to Municipalities, contribution of 

non-tax revenue from own sources would constitute varying proportions in 

different local bodies depending upon their si"- and diversification of

Except in the case of metered water supply.
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the activities. Besides, resource mobilisation efforts through non-tax 

sources cannot be delinked with the paying capacity of the population. 

Further, the support for necessary funds from the higher levels of 

governments for undertaking remunerative projects, such as development 

of markets will have implications on revenue mobilisation through 

non-tax sources.

It may be pointed out that the available data are not adequate 

to consider all these aspects in making a comparative analysis of 

non-tax revenue arrcng various States, any conclusions drawn from this 

exercise must however t*= judged, keeping the above mentioned factors in 

mind.

I I I .  Trends in  Revenue Receipts and Expenditure

Ability of the local governments to respond adequately to the 

rapidly increasing urban service needs critically depends upon their 

resources. The analysis of the trends in revenues, therefore is of 

central importance. Tables I I I . l  and I I I . 2 present an overview of 

revenue receipts of local bodies for the year 1974-75 and 1979-80, and 

1979-80 and 1986-87 respectively. As noted earlier, the data in Table

3 .2  pertain to Class I Municipal bodies. On comparing the growth in 

aggregate revenue receipts in West Bengal, vis-a-vis, other States, the 

picture that emerges is somewhat disappointing. For, in the second half 

of the 70's, revenue income of local bodies for the States as a whole 

increased by more than 90 per cent at current prices as against only

46.2 per cent increase in revenue incorns in West Bengal. What is worse, 

West Bengal ranked the lowest arrong the 14 States, with the exception 

of Bihar, where revenues grew only by 37.3 per cent during the period in 

question (see Table III.l).. In fact, per capita revenues at constant 

prices (1970-71 base) in West Bengal declined by Rs.1.5 as against all 

State average increase :f about Rs. 3 .<'■ during the refereno- period (see 

Table 111.3b). Other States where per capita revenues showed a decline 

were Bihar and Orissa. High Increase in per capita revenue was recorded



in Punjab (R s .l l ) ,  Maharashtra (R s .1 1 .6 ) , Gujarat (R s .9 .3 )  and 

Rajasthan (R s .4 .5 ). In West Bengal, a similar trend in per capita 

revenue continued in 80 's  also with per capita revenue, at constant 

prices, showing a decline from Rs. 19 .6  in 1979-80 to Rs. 10 .8  in 

1986-87. Statistics displayed in Table III .4 b  confirms this. It is 

significant to note that at 1986-87 prices per capita revenue income in 

West Bengal was Rs.50 as against the norm (Rs.222) proposed by the 

Zakaria Corrmittee. In Gujarat and Maharashtra, per capita inccme level 

was much higher than the norms while in Punjab it was close to the norms 

set by the Zakaria Committee.

Disparities in revenue income of Municipalities across States 

may be attributable, at least partly, to disparities in the level of 

urban income of the States. However, data set out in Table 3.2b stews 

that there is no clear cut relationship between per capita revenue of 

local bodies and per capita urban incomes. For, Madhya Pradesh with 

lowest per capita urban income had the highest per capita revenue income 

whereas Haryana with the highest per capita urban income (almost one and 

a half the all States average) had a per capita revenue income less 

than the all States average in 1986-87. However, West Bengal with above 

average urban income had per capita revenue much under half of all 

States average. It may be interesting -to note that in West Bengal own 

source revenue constituted only about 36% of the total while the 

remaining came by way of transfers from the States (Table I I I . 6 ) . 

Further, at per capita level also own source revenue in West Bengal was 

the lowest among the 14 States which indicates relatively poor tax 

effort at the local level. State transfers continue to be the pedominant 

source of income in West Bengal forming little under two thirds of the 

total revenue receipts during the second half of 80 's. This is evident 

from the data displayed in table 3.11. It nay also be seen from the 

above table that own source revenue as % of total revenue in West Bengal

Non -primary sector SDP divided by urban population.
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does not compare favourably with other States, with State transfers 

forming about 64% of the total receipts. The comparable figure for 

Kerala, Gujarat, Tamil Nadu and Maharashtra was under 20%.

In an attempt to explain the increasing dependence of local 

bodies on transfers from the States, often a distinction has been made 

between the octroi collecting and non-octroi collecting States (Banerjee 

1991). It is viewed that in octroi collecting States the relative 

importance of tax revenue (as % of total receipts) was higher than that 

in non-octroi collecting States. Data displayed in Table I I I . 6 indicates 

that while octroi collecting States had high proportion of tax revenue, 

there are certain  non-octroi collecting States such as Kerala, 

Karnataka, Haryana and Punjab where contribution of tax revenue to total 

revenue is comparable to that in octroi collecting States. This suggests 

that there are other factors at work influencing the composition of 

revenue receipts of local bodies. One of the important sources of such 

influences seem to be the inter-State disparity in delegated sources of 

tax. This is also evident in Table II1 .12 which gives a corrgposition of 

State transfers. From the above table it  may be discerned that, in 

general, contribution of either shared taxes or other transfers was much 

higher in those States where tax revenue in the revenue composition of 

Municipalities was relatively lower than in other States. Other 

transfers may be a compensatory grant in lieu of repeal of a tax, as 

octroi in Madhya Pradesh, or a transfer to finance some State or 

Centrally sponsored scheme.

The above discussion shows that low share of own source revenue 

alone does not necessarily indicate inadequate resource mobilisation 

efforts at the local level.

The level of Municipal services is partially* determined! by the 

per capita expenditure of local bodies. When the level of services ir,

A. Efficiency in management of resources is an equally imporant 

factor determining the level of Municipal services.
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assessed in terms of per capita expenditure, the performance of West 

Bengal is found to be relatively poor. Figures presented in Table

I I I .3 show that in real terms (base 1970-71) on an average Municipal 

bodies spent Rs.25  and R s .2 5 .8 per capita on the operation and 

maintenance of various services during the years 1974-75 and 1979-80 

respectively. This indicates a marginal increase in expenditure or level 

of services. Oi the contrary, in West Bengal per capita expenditure (in 

real terms) has not only declined from Rs.23.4 in 1974-75 to Rs.10.4 in 

1986-87, but has also lagged behind the all States average. This 

reflects the poor and deteriorating level of Municipal services in this 

State. Statistics reveal that the growth in per capita expenditure has 

generally been low in most States except in Maharashtra, Gujarat and 

Haryana, where it  has shown an increase over time and has also 

maintained a level much above the all State average during the period in 

question. The level of civic services appears to be more critical in 

Class I Municipalities. For, per capita revenue expenditure in Class I 

Municipalities in West Bengal (in real terms) showed a sharp decline 

from Rs. 19.3 in 1979-80 to Rs.10.4 in 1986-87. During the above period 

per capita average expenditure for Class I Municipalities (all the 

states combined) grew from Rs. 24.8 to Rs. 37.4. What is more, in West 

Bengal per capita revenue expenditure of Class I Municipalities at 

1986-87 prices was Rs.34.4 which is far below the all State average of 

Rs. 127.6 and also the norm proposed by the Zakaria Committee (Rs.205 at 

1986-87 prices). It is worth noting that in the list of 14 states, West 

Bengal is the only State which has experienced decline in per capita 

expenditure. Further, barring Bihar, West Bengal has also taken lower 

-down position among the 14 States in terms of per capita expenditure ir. 

the 8 0 's . Other States falling in the similar suit were Rajasthan 

(Fts.72) Tamil Nadu (Rs.119), Uttar Pradesh (Rs.90) and Madhya Pradesh 

(Rs.86.5). Of the total, only 15 per cent of the sample (as of 1986-87) 

had expenditure levels at par or higher than tte Zakaria norms. Jn 73 

Municipalities (about 47 per cent of the sample) expenditure levels were 

less than 50 per cent of the norm. In West Bengal, the situation was 

particularly bad in respect of public health (which includes water



supply and waste disposal) public safety and education, as per capita 

expenditure level on these services was much below the norms laid down 

by the Zakaria Committee. For instance, in West Bengal, the sample 

Municipal bodies spent just R s .19 .06  per capita on public health as 

against the norm of Rs. 126.27 per capita - that is, less than 40 per 

cent of the desirable level of expenditure.

In terms of population coverage also, level of services was far 

below the proposed norms (see NIUA 1989). Further, increase in the 

level of spending lias not resulted in proportional improvement in the 

physical performance of services. This reflects the fact that besides 

finance-critical factor determining the level of services of local 

bodies - there are other factors at work in influencing the physical 

level of services. One of the important sources of such influence seem 

to be administrative inefficiency of Municipal governments.

A notable feature of Municipal finances in West Bengal is that 

the per capita incomes were higher than those of expenditures both at 

current as well as constant prices indicating a surplus in the revenue 

budget. "This pattern is likely to be rrore due to statutory requirement 

that Municipalities can not have deficit  budget rather than sound 

financial position of Municipalities" (Bagchi and Sen, 1986). A large 

gap between per capita expenditure in West Bengal and the norm proposed 

by Zakaria Conmittee seems to confirm this.

IV . Trends in  Non-Tax Revenue

As noted in section 1:1, the record of West Bengal in regard to 

growth in revenue has been poor when compared with other States. An 

important reason for the sluggish growth in revenue of West Bengal may 

be found in the declining .contribution of own source non-tax revenue 

(hereafter referred as NTR). This Is clear from the datn presented in 

the Table I I I .5, which gives composition of the tots] revenue income 

(TRI) in percentage terms. From the table, it is evident that in West
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Ttengal NTR formed 22.2 per cent of TRI in 1974-75 which has fallen to 

9 .8  per cent in 1979-80 recording a decline of 12.4 percentage points 

against only about 4 percentage points decline for the States as a 

whole. A similar trend was followed in the eighties also. A look at the 

second Municipal Finance Commission, West Bengal data (which covers 

about 80% of the Urban local bodies in West Bengal), reveals that during

1985-86 to 1989-90 the average share of NTR in TRI decelerated further 

to be reduced to about 8.7% (see Table III. 11). The situation in Class 

I Municipal bodies seems to be even more critical with, the share of NTR 

declining from 5 .2  per cent in 1979-80 to 3.7 per cent in 1936-87 (see 

Table I I 1 .6 ) . Given this, it would be only logical to expect a decline 

in per capita NTR of local bodies in West Bengal over the period in 

question. This is revealed by Table 111.7 which gives per capita NTR 

both at current and constant prices in 14 States. Besides, it  is a 

noticeable fact that in 1979 per capita NTR is lower in West Bengal when 

compared with all State average both in nominal and real terras. This 

difference has grown larger in eighties in Class I Municipal bodies. 

However, as data in tables I I I .7 and III. 11 show, that in nominal terms 

per capita NTR shows only a marginal growth, i . e . ,  from R s .5 .4  in 

1979-80 to R s .6 .3 4  and R s .7 .05  in 1988-89 and 1989-90 respectively, 

clearly, in real terms per capita NTR has recorded a negative growth.

It  is important to note that in the second half of the 70's, 

share of NTR in TRI has fallen in all the states with the exception of 

Bihar, Madhya Pradesh, Punjab and Tamil Nadu. However, in Madhya 

Pradesh, Punjab and Tamil Nadu increase in NTR was marginal 0.1 to 0.2 

percentage points. In 80's, in Class I Municipal bodies, contribution 

of NTR in TBI has increased (in percentage terras) except in Orissa, 

Uttar Pradesh and West Bengal (table 111.6). data displayed in Table

111.5 reveals an interesting trend between WTR and grants. The trend 

that is obtaining is when relative position of grants improves, there is 

deceleration in the share of NTR and vice-versa with the exception of 

Tamil Nadu. This pattern is suggestive and demonstrates the need for 

further investigation of the effect of grants on local revenue
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mobilisation efforts through NTR. However, no clear pattern was 

observed between NTR and grants in 80 's in the case of Class I Municipal 

bodies.

One of the reasons for deterioration in NTR in West Bengal, can 

be found in the declining contribution of Fees and Fines. A glance at 

the composition of NTR given in Table 111.8 confirms this. For. the 

share of fees and fines in NTR declined from 82.6 per cent ir. 1974-75 to 

only 10.2 per cent in 1979-80. The main reason for this appears to be 

non-revision in the rates of fees over the years. Rents and prices 

however, appreciated significantly recording an increase of 237.8 per 

cent during the corresponding period. The share of betterment levy 5 

remained residual, showing only a marginal increase. It is worth noting 

that in the lis t  of 14 States West Bengal is the only State where 

revenue from fees and fines in absolute terms decelerated by 92% 

corcpared to 92 per cent growth in fees and fines for all the States 

combined. In aggregate also, NTR grew by 60% for the states ~ a whole 

while it deteriorated in West bengal and also in Orissa. Deterioration 

was particularly narked (-92 per cent) in West Bengal. In the absence 

of comparable data for the later years, it  is difficult to say how these 

components of NTR would have performed in various states. e However, an 

analysis of the structure of non-tax revenue of Class I Municipal bodies 

(all states combined) carried out by the NIUA as of 1986-87, shows that 

'Rents and Prices' continued to be major Contributors in non-tax revenue 

(see Table I I I . 9 ) .  It  is apparent from this table that "Pents and 

Prices' formed about 130 per cent of NTR. The fees and fines car» 5  next 

(15.2%) and user charges were (4.9%) last in order.

5. In West Bengal the betterment levy is classified as level rprrent 

Charge. It is levied under the Town and Country Planning Art.

6. A detailed analysis of relative significance of corcponer.t£ of *TTR 
in West Bengal is presented in Chapter IV.



Since opportunities for levying non-tax charges and various 

other factors determining growth in NTR vary widely from one State to 

another and even within the States, revenue from non-tax sources is 

expected to show variations among the States. In order to explain tbs 

divergence in NTR across States, it would be essential to examine the 

potential of this source of revenue, rates and base of charges, 

collection performance and the frequency of revision in rate etc. in 

various Municipal bodies of the States. However, in the absence of data 

in required details it is difficult to identify the factors, which may 

have been constraining revenue mobilisation through NTR and thus causing 

inter-State variations in NTR; whether it is weak enforcement, non­

revision of rates/charges, decline in investments in projects which 

ought to generate non-tax revenue, the choice of projects or the 

reluctance of local bodies to exploit this source of revenue to the 

required extent.7 Nevertheless, an attempt has been made to see if  there 

is any correlation between per capita NTR and per capita Urban income. 

This exercise is carried out in view of a finding that a rise in urban 

Income causes an increase in locally raised revenue of local bodies 

(NIPFP, 1992). Given this, one may expect a similar relationship 

between urban income and own source non-tax revenue. Data presented in 

Table 3.10 shows that per capita NTR (taken as percentage of per capita 

urban income) has increased in 12 out of 14 States during tha period 

1974-75 to 1979-80. The States which observed a decline in the NTR/urban 

income ratio during the reference period were Gujarat and West Bengal. 

However, after 1979-80 it has declined in more than 50 per cent of the 

States, under study (57% of the sample). The decline was particularly 

noticeable in tha case of West Bengal and Bihar, from 0.3 and 0.33 in 

1979-80 to .03 and .06 in 1986-87 respectively. This decline may

An attempt, has been made to examine these in the case of two 

M unicipalities in West Bengal. In doing this  additional 

information is generated though visits and extensive discussions 

with concerned Municipal authorties (see chapter VI).
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partially be attributed to the relatively poor performance of Class I 

Municipal bodies in respect of NTR, wten compared with Class B arid Class 

C Municipal bodies (see chapter IV).

It  is often believed that local bodies can raise substantial 

revenue through user charges. However, mobilisation of revalue through 

user charges is a neglected area in India despite the fact that there 

are virtually no interventions by State governments in pursuing user 

charges. The reasons for the failure to use this revenue source can be 

found in the complications associated with the pricing of Services and 

its applications and more importantly in the reluctance of local bodies 

to apply a direct charge for publicly provided services. Issues related 

to user charges are dealt in detail in another chapter of this report.

V . Trends in  Non-tax Revenue: International Experience*

The data which pertain to early 70 ' 3  are mainly drawn from ten 

case studies in the context of developing countries. The focus, here, 

is on examining the extent to which expenditures are financed out of 

locally raised non-tax revenues. In doing this, the total revenues have 

been classified into two categories; local sources and external sources. 

The former comprises (a) taxes, (b) revenues raised from user and other 

benefit charges (referred to here as 'self-financing services' and (c) a 

residual group of locally raised revenues such as licence fees, 

penalties, stamp duties. In India, sub-categories b and c are generally 

classified as non-tax revenues. The two external sources of local 

finance are borrowing and grants. Distribution of revenues according to 

these sources reveals that the share of internally raised revenues in 

financing total expenditures ranged from over 100% in Francis town and 

Mexico city to an exceptionally low share of 30% in Kingston (see Table

♦ This analysis draws heavily on J.F.Linn (1985).
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3.12). In Madras, Ahrosdabsd and Bombay it ranged between about, 70% to 

85% with a median of 79% for all the cities studied. Taxes on an 

average provided more than half of the locally raised revenues while 

self-financing service revenues contributed 25% and other 

localrevenues, the remainder. Between cities a wide variety of 

financing pattern prevailed. The Columbian cities showed limited 

reliance on taxes and a much heavier emphasis on self-financing service 

revenues.

This is related to the fact that in the large cities local 

governments tend to provide services such as water, sewerage, 

electricity, but it  also reflects the relatively heavy Columbian 

emphasis on benefit-related charges in financing urban infrastructure. 

Mexico city, Karachi, Jakarta, Manila and Madras relied heavily on 

taxes. This, in part, has resulted from the fact that in those cities 

the local government is responsible for services not readily lending 

themselves to self- financing; such as education, public wealth, fire 

protection, parks and recreation. But it also reflects the fact that at 

least in some of these cities relatively little attention was given to 

financing services through user charges.

Francis town, Ahmedabad, Bombay and Seoul exhibited a balanced 

local revenue structure, in that taxes and self-financing service 

revenue contributed roughly equal shares to locally raised resources. In 

Francis town and Bombay this may be explained by the local electricity 

undertakings which contributed substantially to the share of self- 

financing services revenues, while in Ahmedabad and Seoul it is probably 

a result of emphasizing benefit and user-charge financing wherever 

p;i«ciblw. Finally in the** citi*s such aa Tunis, where local governments 

have relatively less responsibilities, revenue sources other than taxes 

or user-charges were tiie most important in raising local resources.
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With the exception of the Columbian and Korean cities , 

betterment levies and related revenue sources did not account for 

important shares in the revenue of these cities, though the cities in 

the sanple were entitled to exploit this source of revenue. The reasons 

for the failure to use this revenue source thus, is believed to be 

either in technical problems associated with its application, or 

reluctance of local authorities to apply these levies.

In roost cities, except in India user charges are found to be 

often controlled by Central authorities. In some countries, for 

instance in Columbia, these controls include nationwide guidelines and 

review of rates in user charges. Further, in Columbia, national-level 

intervention has supported pricing according to average long-run costs 

of public utility services. However, the Korean cities were generally 

unable to raise their user fees to levels thought appropriate by local 

authorities, due to higher level governmental intervention. The only 

major self financing service where local governments in Korea are 

generally free to set charges, is the provision of housing. In 

Ahmedabad, despite the fact that there are not any major interventions 

by State governments so far as user charges are concerned, only 

Municipal transport and Dairy schemes belong to self financed category 

and all other services are financed by general revalue. Even dairy and 

transport enterprises are not fully self sufficient. This is due 

primarily to policy objective of Hie local government in Ahmedabad.

An important observation mad-s in Linn's study would be worth 

mentioning here. ‘ISo far as non-tax revenue is concerned, local 

governments have not of;.in used their revenue authority to the extent 

feasible. The most important of the jr.ier used revenue instruments are 

motor vehicle taxation, betterment levies, and user charges". Local 

bodies in India characterise a similar phenorrjenon. Most of the services 

provided by them are usually either heavily subsidised or are not 

cliarged, for at all.
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VI. Summary and Conclusion

From above, we find that there are disparities in revenue of 

urban local bodies across States. The reasons for this are found to be 

explained by the inter-State disparity in delegated sources of tax, 

disparate State-local functional and fiscal relationship and differing 

levels of urban income of the States. Although no definite relationship 

was found between urban income of the States and per capita revenue 

income of urban local bodies, yet the statistics show that in West 

Bengal tax effort at the local level is relatively poor, vis-a-vis, in 

roost other States. For instance, West Bengal with above average per 

capita urban income had per capita revenue income of local bodies roach 

under half the all States average. What is more, in West Bengal own 

source revenue constituted only about 36% of the total revenue in 

1986-87. Further, in terms of per capita own source revenue also West 

Bengal has taken a lower down position in the list of 14 States. The 

position of non-tax revenue is even more critical in West Bengal. For 

instance, in West Bengal, per capita NTR has not only shown a continuous 

decline between 1974-75 to 1986-87 but has also been lower than the all 

States average per capita NTR. While poor performance in respect of tax 

revenue of local bodies in West Bengal may be defended on the ground 

that their revenue authority has been eroded by taking away their taxing 

powers, it  may be difficult to stretch this argument further to explain 

the negative growth rate in -non- tax revenue.

In literature, while analysing the status of finances of local 

bodies it is generally emphasised that the local bodies do not have 

adequate resources to provide essential services to its population and 

also augment them wherever necessary. The gap between revenue and 

expenditure is attributed largely to the non-elastic character of local 

revenue sources and overriding State governmental restrictions. While 

these factors are important, there are various other equally important 

factors .responsible for the poor State of revenues (generated 

internally) which liave not been given proper attention. These factors
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include improper pricing of various services, reluctance of local bodies 

to use their revenue authority to the required extent and inefficient 

enforcement.

It  is believed that the most important of the under-used 

potential non-tax revenue instruments are user charges and fees. So far 

as improving revenue from user charges is concerned, determining 

recoverable cost of services rendered by Municipal bodies becomes 

critical. As a first step, a long-term strategy may be fornulated for 

the distribution of current expenditures. Such a strategy would enable 

planners to rationalise the pricing as also financing of various 

services. The second step nay include exploring ways in which costs of 

services can be allocated to beneficiaries and charged for. The rates 

of fee should be adequate enough to cover the cost of regulation and 

supervision of these activities. The collection system should be made 

more efficient.

The administrative inefficiency directly affects both the 

financial and physical performance of Municipal bodies. In most of the 

local bodies in India, barring a few local bodies belonging to the 

States like Maharashtra, Gujarat, and Karnataka, revenue collection 

ratio is generally poor. Besides being inefficient, many of the local 

bodies have also been notorious for corruption. This suggests that there 

is a need to  increase the standards, of administration.

Lack of _ training and incentives to  the Municipal staff and non- 

vigilant public result in an overall inefficiency in the management, of 

Municipal a ct iv it ie s .  To improve the efficiency  of Municipal 

administration, it is suggested to enforce performance obligation on 

them. Penalty/rewards for bad/good performance may be incorporated in 

the grants structure for local bodies.



Table id.I

Grorth i s  tevenae a d  b p a d t a r e  o f K a i c i p a l  Bodies: by fa jo r  States 
{ b e t a s *  MT4-T5 a d  1ST3- M )

(at current prices) (Us. i l l l io n )

1974-T5 1979-30

States Be7enue Expenditure
Bwenue
surplus
and
d eficit  {-

tfeTcu'oe
Sevenne Percent f a n a t ic *  between 

expenditure surplus 1974-75 to 1979-80
3£d
d e fic it  (-) Revenue Expenditure

Lndhra Pradesh 2 9 1 .9 16 5 .2 126.7 532.9 446 4 8 6 .6 82 .6 170.2

Bihar 53 4 7 4 .1 -20.7 73 .3 8 5 .? -12.6 3 7 .3 15 .9

Gujarat 38 3 .9 4 2 2 .7 -38.8 798.8 80 0 .8 -2.0 108.1 89 .4

Haryana 5 4 .4 6 3 .1 -8.6 1 0 9 ? 128.9 -19.2 101.7 104.5

Karnataka 2 0 5 .2 2 3 4 .0 0« Q~L O.U 405.5 OOI 1 124 .3 97 .6 20 .1

Cerala 9 1 .8 6 5 .2 2 6 .5 175.3 123 0 5 2 .2 90 .6 8 8 .6

fedhya Pradesh 184.6 1 7 7 .9 6 .7 361.7 320 .2 4 1 .5 95 .5 7 9 .9

Saharashtra 1340.3 1 2 7 0 .0 7 0 .3 2696.0 21 39 .4 5 5 6 .6 101.1 6 8 .5

Orissa 4 2 .6 4 6 .7 1 .9 72 .8 «£ 1. j -13.4 49 .8 84 .6

Punjab 6 2 .0 5 6 .0 6 .0 149.6 103 .9 4 5 .7 141.3 8 5 .3

Rajasthan 9 2 .7 9 1 .7 1 .0 242.5 2 2 0 .6 21 .9 161.7 140.7

T a i l  fedu 36 9 .6 3 7 8 .7 -9.0 691 .0 C«1 *vVJ . L 107.7 86 .9 5 4 .S

Uttar Pradesh 3 1 2 .T 3 1 8 .9 -6.2 534.? £4* f.'U ' . v' f  7~J. I 71 .0 6 9 .5

Rest Bengal 43 2 .2 3 7 3 .6 5 8 .6 632.? 6 2 ! .? 10 .2 46.2 6 6 .4

M l  State Average 2 8 0 .2 2 6 7 .0 13 .3 534.0 < 6 3 0 71 .0 90 .8 8! 3

Source: K M .  )P:.



Groeti ii foera ad faporfitore li Class I Ikaidpal Bodies 

(betneeo IST9-80 ad MK-BT)

Table 111.2a

(at current prices) (8s. liliion)

1979-!' 1386-87

States

Revenue Iipaditare Revenue

surplus

and

deficit (-

Revenue fxpenditure Revenue

surplus

and

deficit (-

Perseit Variation betvee:. 

irS-80 to 1986-87

) Sevens- !ipw.ditare

Andhra Pradesh 255.0 164.6 90.4 674.'. C«£ o«.'V w . .. 88.9 164. i 255.5

Bihar 44.T 53.6 -8.9 12.4 2!.6 -9.2 ' i L .n
CQ ? ‘ v -  . i

Gujarat 2(0.7 259.C -18.3 750.9 721.8 29.1 212.5 178.7

Haryana 54.8 59.3 -4.5 125.3 109.6 16.3 C 84.7

Karnataka 80.3 f W  £ 421.5 482.3 -60.8 425. C 7

Kerala 102.2 9 A  f 31.7 130.7 171.C -40.3 27.9 142.7

fedhya Pradesh 226.8 '87.3 39.5 134.6 175.4 -40.8 40.’ -6.4

Saharashtra 366.7 33?. 6 28.1 1914.0 1677.3 236.7 I V )  *  
\ L t . i 395.. 3

Orissa 39.5 58.1 -18.7 176.6 149 4 27.1 347 5 157.1

Punjab 49.8 26.0 23.8 544.5 486.6 57.9 993.7 1770.1

Rajasthan 95.3 76.0 19.3 2430.1 213.0 2217.1 155.2 180.3

Taiil Hadu 240.6 154.5 86.2 305.0 345.1 -40.1 26.7 123.4

Uttar Pradesh 265.6 245.9 19.7 533 7 584.0 -50.3 100.9 137.5

(test Bengal 200.5 t « "  ? 2.8 51.5 35.5 16.0 f t  1
m . ; - 82 .0

All States Average 161.6 139 2 22 4 586.! 411.3 174.8 201.2 286.6

* Revenue arid expenditure data for Mhar. Bsdhya Pradesh and dest Bengal sees sosenhat, ataoraal 

Thu appeari to be due to tL differe-soe in smple size in IS*’ and 1989 studies </. the i!J‘. ?.;r 

capita iocoie and expenditure fibres presented in Tables 3 4! a! and 3.4(h) seei V, support this ;iev



Source' l(0i, IW soi ISM.

Table III.2b

Per Capita Revenue and Expenditure as Percentage of 
Per Capita Urban Income, 1986-87

(in Rs.}

S t a t e Per capita 

urban income
Per capita 

revenue
Per capita 

expenditure

A A,y + -no prsl i-trliu v-u.

urban income 

Revenue Expenditure

1X 2 3 A*1 6

Andhra Pradesh 5218.59 134.38 116.66 2.57 2.24

Bihar 5540.48 19.56 34.04 0.35 0.61

Gujarat 6515.80 256.83 246.87 3.94 3.79

Haryana 8841.74 115.46 inn r.o 1 onX . -J'J 1.14

Karnataka 4520.16 123.62 141.45 2.73 3.13

Kerala 7071.47 66.07 86.47 0.93 1.22

Maharashtra 7398.26 102.59 133.43 1.39 3.08

Madhya Pradesh 4335.42 335.63 294.12 7.74 3.98

Orissa 5102.57 154.72 130.96 3.03 2.57

Punjab 8573.27 208.20 180.05 2.43 2.17

Rajasthan 5020.41 81.82 71 *70X • — 1 1 A O X . •W

Tamil Nadu 6412.84 105.70 119.61 1.65 1.87

Uttar Pradesh 6065.50 on  oo ul „ O.j■ 90. CS 1.36 1.49

West Bengal 6397.29 49.94 34.41 ■J. 78 0.54

All States Average 6215.27 131.20 127.17 0*7 2 09

Source: Ooli.ums 3 anrj 4 from N'lUA (1933•. r>:r:t i.. •.onfpuV-d.
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Table 111.3a

Per Capita leveaoe aid lipeaditore : by lajor States 

( it  torrent prices)

!ir. Ps.)

S t a t e s
Revenue E x p e n d it u r e

1 3 7 4 - 7 5 13 73- 8 0

In c r e a s e
or

D e c r e a s e !- } 13 74- 7 5  1979- 83

In cr e a se
or

D ecr ease  !-•

A ndh ra  P r a d e s h 5 0 . ! 6 4 . 4 1 4 .3 2 8 .3 2 5 .6

B ih a r 1 6 .0 1 4 .3 - 1.7 2 2 .2 I f  * - 5.5

G n j r a t 7 8 . 0 1 1 9 .1 4 ! . ! 8 5 .9 i !C  i 3 3 .5

H a ry a n a 4 0 .4 5 2 .6 1 2 .2 4 6 .8 6 1 .  £ 1 5 .0

f a r n a t a k a 3 5 . 1 4 9 .9 1 4 .8 4 0 .0 3 4 .6 - 5 .4

l e r a l a 3 1 . 4 5 2 . 7 2 1 .3 2 2 .3 3 7 . 0 1 4 .7

H a dh y a  P r a d e s h 3 7 . 3 4 9 .7 1 2 .4 3 6 . 0 4 4 .8 8 . 0

f ia h a ra s h tra 1 1 3 .1 1 6 5 .5 5 2 .4 1 0 7 .2 1 3 1 .4 2 4 .2

O r i s s a 4 4 . 5 4 5 .5 1 .0 4 2 .8 5 3 .  S 4 I (1 1 .1

P u n ja b 4 4 . 8 7 9 .4 3 4 .6 4 0 .5 cn «-JL . i ! !  7

B a ja s t h a n 1 9 .7 3 4 .1 1 4 .4 1 9 .5 3 1 . e 1 1 .5

T a t i  I ia d o 4 4 . 7 5 8 . 6 1 3 .9 4 5 .8 49 4 3 . 6

U t t a r  F r a d e s t •JJ * t 4 1 .4 7 . 7 3 4 .4 i 1 «i : v 7 . 4

K e s t  B en g al 4 7 . 4 5 5 . 5 8 . ! 4 1 .0 5 4 .5 1 3 .6

A l l  S t a t e s  a v e r a g e 45 .4 S 3 . 1 i n nl : 4.1 ! ct « ' <> j

So n r ce  M ' A .  U S ’



Per Capita leveaoe atd (ipeiditare: by lajor States 

( I t  1S70-T1 p r i c e s )

Table l(l.3b

(Id 8s.j

S t a t e s
E evenue h p e n d i t u r e

1 9 7 4 - 7 5 1979- 80

In cr e a se
or

Decrease 1974-75 1979- 80

In c r e a s e
or

D e c r e a s e  {-

i n d h r a  P r a d e s h 2 8 . 5 2 9 .6 1 .1 1 6 .2 2 4 . 8 8 . 6

B i h a r 9 . 1 6 . 6 - 2 .5 1 2 .6 * 7 . 7 - 4 .9

G u j a r a t 4 4 . 5 5 4 .8 1 0 .3 4 9 .5 5 4 . 9 5 . 9

H a r y a n a 2 3 . 0 rii 0 41  . L 1 .2 Op 7 2 8 . 4 1 .7

K a r n a t a k a 2 0 . 0 2 3 . 0 3 . 0 2 2 .8 1 5 .9 - 6 .9

K e r a l a 1 7 . 9 2 4 .2 6 . 3 \ •) 7 A C . I 1 7 .0 4 . 3

B a d h y a  P r a d e s h 2 1 . 3 2 2 .9 1 .6 2 0 .5 2 0 . 3 - 0 .2

S a h a r a s h t r a 6 4 . 5 7 6 .1 1 1 .6 6 1 .1 6 0 . 4 - 0 .7

O r i s s a 2 5 . 4 2 0 .9 - 4.5 2 4 .4 2 4 . 8 0 . 4

P u n j a b 2 5 . 5 3 6 .5 1 1 .0 V» 1 2 5 . 4 n 1A. . V*

B a j a s t h a n 1 1 .2 11 ?i J . . 4 .5 ' !  1 1 4 .3 1v‘ • i

T a i l  I Hadu 'it CCJ . J 2 6 .9 1 .4 \ '>'> 7 - 3 .4

O t t a r  P r a d e s h 1 9 .2 1 0 AiJ.l’ -C.2 1 9 .? 1 9 .2 - 0 .4

W e s t  B e n g a l 2 7 . 0 of i < c" I . «/ 0 1 c
_  V .

OH (LJ . 1 1 . 5

A ll  S t a t e s  a v e r a g e 2 5 . 9 2 3 .0 1 1J . A v 2 5 .8 A Cf . t

S o u r c e : H I C A , 1983



Table Ill.4a

Per capita leTesnt aad fipeaditare of Class I lonidpal Bodies: by Rajor Slates
{At Correat Prices)

(in 8s.1

States

Pevenue 

1973-30 1986-87

- Increase 

or

Cecreasef-;

Expenditure 

1979-80 1986-87

Increase

or

Decrease (-

Andhra Pradesh «A ( 124.28 53.3 51.9 116.66 64.?

Bihar 15.C 19.56 4.6 18.0 34.04 16.0

Gajarat ICO." 256.S3 156.8 198.0 246.87 138.9

Haryana 56.’ 115.46 58.8 61.4 100.52 39.1

Karnataka 54.J 123.62 69.3 39.0 141.45 102.5

Kerala 56.8 66.07 9.3 33.2 86.47 47.3

Hsdh;a Pradesh 60.4 4A*J cq
i VC . 42.2 49.9 111 MI -V , * «J 83.5

Marashtra 126.7 335.63 208.9 117. 0 294.12 177.1

Orissa <5.e »I i ♦O
W 1 .  ‘ 109.1 67.2 130.96 63.8

Punjab 96.8 âo nr. 111.4 50.6 180.05 129.5

Eajasthan 41.7 «« e<iy t. vc 40.1 ni n
. L 71.72 38.5

Tail I Esdu t C  7
J V  . i 105.70 49.0 36.4 119.61 fil

Q j  . 4

Uttar Pradesh 42.7 82.33 39.6 39.5 90.09 50.6

West Bengal 42.5 49.94 7.4 41.5 34.41 ▼ 4
* I . 1

All States average

*
jO

 
11

W
'i 

1

131.18 71.5 53.8 127.60 73.8

Source: MCA, 13!3
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Per capita It itn t  aid Ixpeiditare of Class I hiicipal todies: 

by lajor States (it  1171-71 Prices)

Table III.4b

( i t  I s . )

S t a t e s B eien n e Ix p e n d it u r e

19 7 9 - 8 0 1986- 87

in c r e a s e
or

D e c r e a s e  (- ) 1979- 80 1986- 87

In c r e a s e
or

D e c r e a s e

A nd h r a  P r a d e s h 3 1 . 0 3 4 . 3 - 2 .7 * 1  o 3 8 . 9 1 5 .0

B ih a r 6 . 9 4 . 5 - 2 .4 8 . 3 9 . 2 0 . 9

G u j a r a t 4 6 . 2 6 0 . 2 1 4 .0 4 9 .7 6 5 . 0 1 5 .3

H a ry an a 2 6 . 1 3 3 . 4 T .3 2 8 . 2 3 1 . 4 3 . 2

K a r n a t a k a 2 5 . 0 2 8 .9 3 . 9 1 7 .9 4 2 .9 2 5 . 0

[ e r a l a 2 6 . 1 1 5 .9 - 1 0 .2 1 8 .0 2 3 . 3 5 . 3

fladhya P r a d e s h 6 0 . 4 2 3 . 2 - 3 7 .2 2 3 . 0 3 8 .1 1 5 .1

H a h a r a s h t r a 5 8 . 3 7 7 .1 I t . 8 5 3 . 8 8 1 .7 2 7 . 9

O r i s s a 2 1 . 0 3 6 .1 1 5 .1 3 0 . 9 3 4 . 5 3 . 6

Pm  ja b 4 4 . 5 6 T .0 2 2 . 5 2 3 . 3 6 4 .1 4 0 . 8

i a j a s t h a n 1 9 .2 2 1 .6 2 . 4 1 5 . J 2 0 . 5 5 . 2

T a i i l  la d n 2 6 . 1 2 2 .9 - 3 .2 1 6 .7 3 7 . 4 2 0 . 7

O t t a r  P r a d e s h 1 9 . 7 1 2 .4 - 7 .3 1 8 .2 2 5 . 7 7 . 5

N es t  B e n g a l 1 9 .6 1 0 .8 - 8 .8 1 9 .3 1 0 .4 - 8 .9

i l l  S t a t e s  a ? e r a g e 2 9 . 4 3 2 .4 3 . 0 2 4 .? 3 7 .4 1 2 .6

S o n r c e : M P A ,  1 9 8 9 .
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Stricture of leieue *f  Local bodies: by lajor States

Table II1.5

(per ceit;

S t a t e s
Tax  le T e c n e fon- Tax 8 e m u e O r din ar y  G r a n t s *

T o t a l  O r d in a r y  
In cose

1 9 T 4 - 7 5  13 79- 8 0 19 74- 7 5  1973- 80 1874- 75 1979- 80 19T4- 75 1379- 80

i n d h r a  P r a d e s h 6 5 . 6 5 0 . 4 8 . 8 « 7V . 1 2 5 .5 4 0 .9 100 100

B i h a r 5 0 . 5 4 9 .7 7 . 8 1 0 .2 4 1 .7 4 0 .1 100 ice

G u j a r a t 7 7 .1 TC1 »•. C 9 . 7 f ? 1 3 .2 1 7 .4 ! f ■ r,ir:

H a r y a n a 8 2 .1 7 9 .4 1 6 .2 1 5 .2 ! 7 5 . 4 505 m

K a r n a t a k a 6 2 . 2 3 3 . 9 1 4 .7 1 1 .1 2 3 .1 5 5 .0 105 m o

K e r a l a 5 9 . 0 7 0 . 1 3 1 .1 1 6 .8 9 . 9 1 3 .1 105 100

i a d h y a  P r a d e s h 8 5 . 5 8 3 .8 5 . 9 6 . 1 8 . 6 1 0 .1 ii s?v 4 ArtL UV

H a h a r a s h t r a 7 7 . 1 2 5 . 6 1 1 .1 1ft 'IIV.L 1 1 .8 6 4 .2 t A*1 L‘. JCtfi

O r i s s a 4 2 .5 4 6 .8 1 8 .7 i o nIL . £ to «VC . 0 4 1 .0 101 1 AA1','V

P o n j a b 8 5 .1 8 9 . 4 8 . 3 8 . 5 6 . 4 2 . 3 ise 100

R a j a s t h a n 8 5 . 2 8 2 .1 1 1 .3 8 . 0 3 . 5 9 . 9 10C m s

T a i i l  ffadu 6 1 . 0 5 8 . 8 1 3 .3 1 3 .4 2 5 .7 2 7 .8 10?' ICS

U t t a r  P r a d e s h 6 0 . 3 6 4 . 8 1 8 .2 1 2 .1 2 1 .5 2 3 .0 105 100

W e s t  B e n g a l 4 8 . 0 4 0 .0 2 2 . 2 . 9 . 8 2 9 . 8 5 0 .2 10? 100

A l l  S t a t e s  A v e r a g e 6 7 . 2 6 0 .7 1 4 .0 1 0 .7 1 8 .7 2 8 .6 ICO ICC

l o t t  : *  i n c l u d e s  s h a r e d  t a x e s .

S o n r c e . M S A .  1 3 B 3 .
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Table [II S

Structure of fewae of Class I taieipal Bodies

(Per cent)

States

Tax Sere&oe lon-tax ge7esne Ordinary grants Total ordinary 
B e v e n e

1979-80 1986-87 1979-80 1986-87 1979-80 1986-87 1979-80 1886-87

Andhra Pradesh 46 .1 2 6 .3 8 .7 2 3 .6 45 .2 5 0 .0 1 0 0 .0 1 0 0 .0

Bihar 5 8 .C 3 0 .5 10 .1 16 .6 3 1 .9 5 3 .0 10 0 .0 1 0 0 .0

Gujarat* 7 4 .4 6 4 .4 t 0 10 .6 20 .4 2 5 .0 1 0 0 .0 10 0 .0

Haryana 8 0 .0 49 .9 17 .2 2 0 .7 0 0 L.V 2 9 .4 1 0 0 .0 10 0 .0

Karnataka 42 .8 5 4 .8 7 .3 19 .8 4 9 .9 2 5 .0 1 0 0 .0 1 0 0 .0

Kerala 7 5 .4 6 3 .4 13 .7 2 0 .2 10 .9 17 .0 1 0 0 .0 1 0 0 .0

fedhya Pradesh 2 2 .6 4 2 .1 11 .5 14 .4 6 6 .0 4 4 .0 1 0 0 .0 1 0 0 .0

Baharashtra* 7 3 .0 5 9 .5 6 .0 7 .4 2 0 .9 3 3 .0 1 0 0 .0 10 0 .0

O rissa* 4 0 .9 5 6 .6 13 .4 8 .1 it 7t*.'. 1 3 6 .0 1 0 0 .0 10 0 .0

Panjab 9 2 .9 7 8 .5 5 .4 13 .1 1 .7 8 .4 1 0 0 .0 10 0 .0

Hajasthan* 8 5 .4 7 4 .6 5 .0 11 .3 9 .6 1 4 .0 1 0 0 .0 1 0 0 .0

T a iil  feda 5 8 .1 2 5 .3 13 .6 34 .7 2 8 .3 4 0 .0 1 0 0 .0 1 0 0 .0

Uttar Pradesh* 6 4 .3 5 2 .6 13 .7 9 .4 2 2 .0 3 8 .0 1 0 0 .0 1 0 0 .0

West Bengal 2 8 .5 3 3 .1 5 .2 3 .7 6 6 .3 6 3 .0 1 0 0 .0 1 0 0 .0

i l l  States Average Cf\ n Dv.c 5 0 .8 S . 7 15 .3 30 .1 3 4 .0 1 0 0 .0 10 0 .0

Bote: I  Octroi collectin g  States

Source: *1 0 4 , 1983 and 1989.



Per Capita fco-Ta tmne of Local todies fay lajor States

(in  fc .S

Table HI T

States
Current prices 

1974-75 1979-80

Constant prices 

1974-75 1979-80

for Class I ftm icipalities 

Current prices Constant prices 

irS - iC  1988-87 1979-80 1886-8?

isdhra Pradesh 4 .4 5 .6 ? f 2 .6 14 O«: i . u 10 .6 1 «

Bibar 1 .2 ' £I . v' 0 .7 0 .7 > I i n 0 .3 n *

S ija r a t 7 .6 fl C u.O 4 .3 4.5 i •. *? i<LI .J
9 r, i ■■t .

Haryana 6 .5 9 n.v. u 3 .7 5 I C'*1. ^ 7 Ci 4.5

larnataia 5 .2 5 .6 2 .9 2 .6 4.C 2 4 .4 7 .4 < fl

terala 9 .8 8 .9 5 .6 4.1 7 .8 13 .4 3 .6 3 i

fedhja  Pradesh 4 .1 C \■J. 1 2 .4 2 .3 f.S 14 .8 4 .2 r'

febarashtra 6 .7 10.1 3 .8 4 .7 7 .6 2 4 .9 6 .9 3 .5

Orissa 8 .3 5 .6 4 .7 2 .6 6 .1 12 .6 3 .3 2 . ;

Pnajab 3 .8 6 .6 n *\ 3 .0 t '• Vf 0 9 .4 2 .4

h ja s t b a n L%L 2 .7 1 .3 1.3 2 .1 9 .3 2 .6 l.O

T a i l  lads 6 .0 7 .9 3 .4 3 .6 C . I 36 .7 11 .5 3 .5

ft t a r  Prsdesh 6 .1 5 .0 3 .5 2 .3 5 .9 7 .7 2 .2 2 .7

Nest Bengal 10 .6 5 .4 6 .0 2 .5 * n 
Z.i 1 .9 0 .6 l .O

i l l  States Average 5 .9 6 .2 3 .4 2 .9 ( «j . • 18.5 5 .6 2 .7

Source. H I M ,  1983 AMD 19:



u k  m i

Stractae of loa-Uz r a n t  of Local M ie s : tgr fajor States

(Per cent}

Slates

Beats i Prices 

1974-15 1979-80

Fees 4 fines 

1974-75 1979-80

B e t t e n e n t  Levy 

1974-75 1979-80

Total Hon-tai Heyenne 

1974-75 1979-80

Percent Yariation B e t e e n  1974-75 to 1979-8?

Bents 4  fees 4 B e t t e n e n t  Total 
- Prices fines le7?

la ft ra  Pradest 3 0 .C 4 4 .8 £0 CVU.J 5 0 .8 1 .5 4 .4 100.0 100 .0 169.2 JC. 1 4 4 0 .0 8 0 .4

Bihar 5 2 .3 6 8 .0 4 4 .5 2 9 .7 3 .2 2 .4 100.0 1 0 0 .0 134.7 2 0 .5 3 2 .6 8 0 .6

Sejarat 8 2 .0 6 9 .6 15 .2 2 7 .7 2 .7 2 .7 100.0 100 .0 3 0 .8 180.3 5 2 .1 5 4 .1

l iT ja a i < 1.5 42 .1 5 7 .0 5 1 .1 1 .5 6 .9 100.0 10 0 .0 9 2 .0 69 .8 7 4 6 .2 8 9 .4

l a m t a t e 6 3 .6 5 8 .3 2 6 .6 3 5 .6 9 .7 6 .1 100.0 1 0 0 .0 37 .2 100.1 - 5 .7 49 .8

[era la 8 2 .9 5 3 .7 17 .8 4 5 .6 0 .4 0 .7 100.0 10 0 .0 - 32 .2 165.6 9 7 .2 3 .4

M u a  Pradesh 6 9 .9 5 9 .3 2 7 .1 3 2 .5 3 .P 8 .2 100.0 100 .0 53 .9 117.2 3 9 9 .8 8 1 .3

Siharashtra 5 7 .7 4 5 .5 4 0 .5 5 3 .2 1 .8 1 .3 100.0 100.0 6 4 .4 173.9 4 9 .9 108 .5

M s s a 40 .7 4 4 .1 2 3 .8 3 8 .7 3 5 .5 17 .2 100.0 10 0 .0 6 .0 59 .3 - 5 2 .6 - 2 .1

B a j a b 6 8 .2 5 8 .4 2 8 .3 3 8 .3 3 .5 3 .3 100.0 10 0 .0 101.1 2 1 7 .7 125 .1 134 .9

fejasthan 5 1 .0 4 2 .4 2 9 .5 3 1 .1 19 .5 2 6 .5 100.0 10 0 .0 5 3 .3 9 4 .8 1 5 2 .0 8 4 .8

T a i l  lada _ 47 .4 4 2 .7 4 7 .2 5 3 .4 5 .4 3 .9 100.0 10 0 .0 6 9 .5 112 .9 3 5 .7 86 .1

3ttar  Pradesh 7 5 .1 6 8 .9 2 4 .9 2 9 .2 0 .0 1 .9 100.0 10 0 .0 4 .7 33 .7 4578 .7 14 .0

fe s t  Bengal 16 .7 8 7 .8 8 2 .6 1 0 .3 0 .7 1 .9 100.0 10 0 .0 2 3 7 .8 - 9 2 .0 7 1 .7 - 3 5 .8

111 States Ayeraje 5 5 .6 5 6 .1 3 6 .0 3 7 .7 6 .3 6 .2 i o o .o 10 0 .0 7 3 .0 9 2 .0 4 8 0 .2 5 9 .4

Sonrce: M (J4 , 1983.
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Table III .9

Distribution  o f Non-Tax Revenues in  the Sampled 

Class I  C it ie s *. 1986-87

Non-tax Components Total

Receipts

Average Receipts 

per Urban Centre

% Total

User charges 3543 236 4.9

Fees & Fines 10889 •7 net / cX) 15.2

Rents & prices 57397 3827 73.9

Total 71829 4789 100.”

Note: *  Data pertain to 15 urban Centres. Source. NIUA, 1939.
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Table III . 10

Per Capita Non-Tax Revenue as Percent o f 

Per Capita Urban Income

State

1974-75 1979-80 1986-87

AverageNTR as %

of urban 
income

NTR as % 

of urban 

income

l'T I K as % 

of urban 
income

Andhra Pradesh 0.22 0.31 0.61 0.38

Bihar 0.06 0.33 0.06 0.15

Gujarat 0.33 0.21 0.42 0.32

Haryana 0.26 0.35 0.27 0.29

Karnataka 0.32 0.42 0.54 0.43

Kerala 0.37 0.44 0.19 0.33

Madhya Pradesh 0.24 0.28 0.20 0.24

Maharashtra 0.25 0.25 0.57 0.36

Orissa 0.34 0.40 0.25 0.33

Punjab 0.14 0.18 0.32 0.21

Rajasthan 0.14 0.34 0.1S 0.22

Tamil Nadu .0.35 0.49 0.57 0.47

Uttar Pradesh 0.33 0.42 0.13 0.29

West Bengal 0.47 0.30 0.03 0.27

Average 0.27 0.33 0..30 0.31
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Percent*# Coqxsition of Total Rereme teeeipts

Table III.11

State

1985-86 1986-8T, 1987-88 1988-89 1989-90 Average (1985-86 to 1953-30)

Tai
Revenue

Hon-Tai
Bevenue

State
Transfer

Tai Hon-Tai
Bevenue Bevenne

State
Transfer

Tai
Bevenne

Hon-Tai
Bevenue

State
Transfer

Tai
Bevenne

ton-Tai

Bevenue

State Tai 
Transfer Bevenne

8on-Tax
Bevenne

State
Transfer

Tax ton-Ta State 
Bevemift Bevenra Transfers

Kerala 55.30 25.80 13.90

Tull Sadu 38.30 24.00 14.80

Haharashtra ** oa1 1 . 4? 10.(2 12.29

Gujrat 63.00 13.50 18.50 27.56 9.37 63.08

West Betifil 31.61 10.83 57.54 26.76 8.16 65.08 25.94 6.89 67.17 24.88 8.17 66.95 27.56 9.37 63.08 27.36 8.69 63.35

Andhri 52 JO U 00 33 30

In ?er Capita Ter*.'

¥«t Bengal (8s.} 16.14 5.52 29.35 17.82 5.44 43.35 18.42 4.89 47.69 19.31 6.34 51.96 20.76 7.05 47.50

Maharashtra (is.) 330.3:) 44.60 52.60

Sonrce: 1. Xest Bengal data are taken frc* the Second Buniclpal Finance Coa*lssion, Mest Bengal.
2. Data for the State of Gujarat, Taill iadu and liaharashtra are frot a MPFP study on 'Devolution 

of Funds fro* State to Local Goieiwnts',1991

3. Be»ainlng data are fro* Rao (1992).



Table I I I .12

Revenue Composition o f ftm icipal BnHinf; 

o f Some States (1986- 87)

(Per cent)

States Own Source Revenue Transferred Revenue

Total

RevenueTax Non-

Tax

Total Grants Shared

Taxes
Others T V  +  -• 1

i  1 j V  l .

1 . Andhra Pradesh 26 24 50 27 11 12 50 100

2. Gujarat 64 11 75 14 4 •7
I

o r 100

3. Karnataka. 55 20 75 3 8 14 25 100

4. Kerala 63 20 83 6 11 - 17 100

5. Madhya Pradesh 42 14 56 23 o
c . 19 44 100

6. Maharashtra 60 7 67 16 c 12 •j  O 100

7. Orissa 56 Q
U 64 24 - 12 36 100

O  
V  . Rajasthan • 7 C

( kJ 11 86 *7
/ -

*7
t 14 100

9. Tamil Nadu 25 O f .
• J kJ 60 9 29 2 40 100

10. Uttar Pradesh 53 9 62 28 1 9 • J O
■J* J 100

11. West Bengal 33 4 27 34 29 - 63 100

Source: T.K. Banerjee, 1991.
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CHAPTER IV

The present chapter looks at the trends in revenue income of 

Urban Local Bodies (UIjBs ) in West Bengal over the period 1985-90 with a 

view to assess their financial status and relative importance of various 

revenue sources. It incorporates a detailed study of the income 

generated through non-tax sources in West Bengal aid highlights the 

importance of non-tax revenue as a promising means of siopplementing the 

income of municipalities.

I . Introdixrtian

In West Bengal, as in all other states, municipalities have to 

perform a variety of functions like looking after public health, 

sanitation, education, public works, provision of water and electricity 

etc. But the financial resources available to the rrunicipalities do not 

in any way match their requirements as the municipalities are tapping 

only a small fraction of the potential yield from tax and other sources. 

Moreover, new avenues for additional resource mobilisation are limited. 

Consequently, municipal services are inadequate and service standards 

are low. Added to this is the problem of rapid population growth and 

urbanisation, which adds to the burden of responsibilities of the ULBs.

In structural pattern and organisation the ULBs in West Bengal 

are similar_to those in other parts of India but in regard to their 

functions, scope for revenue generation, expenditure on public services, 

efficiency in revenue collection and overall financial management flv- 

raunicipalities in West Bengal differ from their counterparts in other 

states. West Bengal has followed an orthodox pattern of income 

generation at the municipal level relying mainly on its tax revenue 

(Property tax) and making up for the shortage of funds through grants
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from the Central and State governments. The financial appraisal of the 

ULBs (done before the allocation of IDA assistance for CUDP-III) summed 

up the situation as follows:

a. Resource mobilisation efforts of the ULBs from their own 

revalue sources were, in general, far from adequate and 

there were wide variations in their relative performance.

b. Notwithstanding limited internal sources of revenue, only a 

small portion of the potential revenue was being exploited; 

properties were grossly undervalued (for the purpose of 

Property tax), tax collection was generally poor, no user 

charges were collected and revenue earning schemes like 

markets and slaughter houses were regularly running at a 

loss.

c. ULBs continued to depend on transfers from the State.

There has not been any significant improvement in the financial 

status of ULBs in West Bengal since the 1980's; tteir revenue income 

figures, are a sufficient indicator (see table below).

Total Revenue InramR o f Urban Local Bodies in  West Bengal

(Rs. in '000)

1 9 8 5 - 8 6  1 9 8 6 - 8 7  1 9 8 7 - 8 8  1 9 8 8 - 8 9  1 9 8 9 - 9 0

CMA 190568 253324 278435 308670 300621

Non-CMA -176994 241834 266530 306934 317409

I I . Methodology

Our analysis is carried out at various levels. The data covers 

a total of 91 ULBs which we have put into two broad groups : the CMA 

municipalities and the non-CMA ULBs. Another classification that we 

have used is the IDSMT municipalities and the non-IDSMT ones. For each 

of these classifications, we wil] compare the performance of the two 

groups. Differences, if any, wil] be discussed in the light of the 

CMA-non-CMA disparity in per capita investment, development efforts etc. 

and the impact of the IDSMT grants. We will also explore the link



between size and performance of ULBs and test the assumption that bigger 

sized municipalities are likely to have better income and better overall 

management. For this purpose, all ULBs are grouped into three classes : 

Class A, B and C in descending order of populations (irrespective of 

whether they are CMA or non-CMA, IDSMT or non-IDSWT towns). We will 

also compare the  performance of the three classes within CMA and a 

similar exercise will be done for Class A, B, C within non-CMA. For 

each of these exercises, we will look at the per capita revenue income 

and will also assess the relative importance of each tax and non-tax 

source by looking at its % share in total revenue of the municipality. 

Finally, we will select a few ULBs which seem to be doing better or 

worse than their class average and look at their non-tax earnings in 

detail. We will try to identify the exogenous and indigenous factors 

that may have contributed to the financial performance of these ULBs and 

bring out the need to give due importance to non-tax revenue options in 

these ULBs.

I I I .  Trends in  M unicipal Finance : A Classw ise 

A nalysis o f  ULBs in  West Bengal

We start by looking at the classwise revenue figures for the 

years 1985-90 in order to compare the income levels of municipalities in 

the three classes : A,B, and C. The only criterion for comparison is 

the size of the ULB (based on population). Class B is doing the best 

among the three classes, with the highest per capita figures for each of 

the components of total revenue: Property tax, non-tax revenue, grants 

and other transfers (see Table IV .l). Class C has the lowest per capita 

revenue income in all the five years. Though revenue income is low in 

general in West Bengal ULBs, there has been some growth over the years. 

In Class A ULBs, total revenue pier head rose by roughly 10 per cent p*5r 

annum, from Rs 50 in 1985-86 to Rs 75.18 in 1989-90. In Class B tV»=re 

was increase of Rs 27.36 per capita in this five year period. For Class

8. Class A ULBs have population of 1 lakh and above. Class B 
includes ULBs with population between 50,000 and 99,999 and Class 
C lias ULBs with population below 49,999.
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C the per cap ita  figures were rcuch lower to begin with (o ily  Rs 42 in  

1985- 86) and they remained lower than other classes, being only Rs 62.41 

in  1989- 90.

Table IT.l 

Per Capita lereiae licoie la Class 1, I, C Buicipalities l i  Vest lethal

(is.)

Tears

Property

Tax

Other

Taxes

Total Tax 

lerene

loo Tai 

leienue

Odd Source 

Revenue

Shared

Taxes

Other Tot.leieiae Total lev. 

Grants Transfers Incoae

Class A Total 1985-85 14.99 1.22 16.22 6.01 22.23 12.96 15.29 28.25 50.49

1986-87 17.88 1.35 19.23 5.70 24.92 21.84 21.67 43.51 68.43

1987-88 18.94 1.60 20.54 4.31 24.84 26.84 20.03 46.87 71.71

1988-89 19.82 1.67 21.49 5.63 27.12 28.90 23.24 52.13 79.25

1989-90 19.39 1.79 21.18 6.60 27.79 25.70 21.69 47.39 75.18

Clas^ B Total 1985-85 18.34 1.01 19.36 5.68 25.04 13.18 19.64 32.82 57.86

1986-87 17.35 1.28 18.63 6.07 24.69 21.29 26.23 47.51 72.20

1987-88 17.54 1.49 19.03 6.67 25.70 27.58 25.21 52.78 78.48

1988-89 18.76 1.54 20.31 8.25 28.56 28.33 27.77 56.11 84.66

1989-90 23.74 1.60 25.34 8.21 33.54 25.65 26.02 51.67 85.22

Class C Total 1985-85 10.07 1.06 11.14 4.12 15.25 11.72 15.03 26.75 42.00

1986-87 12.37 1.08 13.45 3.92 17.37 17.34 19.59 36.93 54.30

1987-88 11.67 1.20 12.87 3.68 16.55 21.24 21.06 42.30 58.85

1988-89 12.00 1.31 13.31 5.24 18.55 23.88 22.01 45.88 64.43

1989-90 12.44 1.36 13.79 6.44 20.23 21.11 21.07 42.18 62.41

For per capita revenue froto internal sources (comprising tax and non-tax 

revenue) the earnings are again highest for Class B and lowest for Class 

C (never above Rs 20.23 per capita during the period 1935-90). Non-tax 

revenue in per capita terras is uniformly low over all three classes; it 

was Rs 6.01 in 1985-86 for Class A, went down to Rs 4.31 in 1987-88 and 

rose again to reach Rs 6 .60  in 1989-90. For Class B, the non-tax 

revenue figures show a consistent though gradual increase, going up 

above Rs 8 in the last two years (88-89 and 89-90). Class C has much
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lower figures with non-tax revenue averaglr* Rs ov».-r 1931-30. Thus 

for &11 three classes of Municipalities i-';r cui-ita ineoiir; froct. all 

sources is extreinsly low.

Percentage caitositiori of Total Revenue receipts (Table IV. 2 )  

brings out the poor contribution of tax non vis-a-vis

Tr'-risfTli'- trend- --//er .!.• •: \!.v iu-'.s

tl«e smallest class sise (Class C) have W n  highest prop'.-rtlon of Revenue 

Transfers alorifi with tl«e lowest proportion of revenue from their own 

sources of incoiie. Class A an<} B have roughly similar figures, with 

Class A showing marginally higter own source I n c u t * : .  Also Property Tax 

contributes rougluy 26% to Total Revenue in Class A and 23% in Class B. 

Non-tax revenue fonns only about 3.5% of Total Revenue in Cl^ss B (which 

shews the highest non-tax earnings) while it is slightly lower in Class 

A ar»d C. Ths range of non-tax revenue is between 6% and 11% in any year 

for all three Classes, wldch is a clear irdicator of tte need to exploit 

tliis revenue source more effectively.

Tablt H.2

Fercetlaie Coiposttio* Of Total teuut laco»t l» Class t , 6 , C SaitctpalUUs U Ust fecjal

Fropertj Tax/ 
Htt.lucoie

Other Taxes/ Tot.Tax lev/ (ocTai h i i  

lei.Iicon 8e7.hco»: Isvhcoit
CvtSwrct
h7/h7 hr.

Shared Uu:; 
Sii.Iscoie

' C-.tir-ra:!: f .̂Trus'r; 
?*v.!>:■;>

Class i Total 1185-15 29.70 2.(3 32.13 11.31 44.04 25.67 3C.23 '■ 100.00
1986-87 28.13 1.97 28.09 8.33 36.(2 31.91 31.67 63.5? 100.00
1ISTI! 26.(1 2.23 28.64 6.01 3(.6( 37.42 27.33 65.36 100.00
19I8-89 25.01 2.11 27.12 7.1C 3(. 22 36.(7 29.32 65.78 100.00
1989-90 25.1} 2.3t 28.lt t .78 36.96 3(.19 28.85 63.0( 130.00

Class ! Total 1185-15 31.70 1.75 33.(5 9.82 (3.28 22.77 M V 56.71 100.00
l>«S-87 24.03 1.77 25.80 8.(0 34.20 23.(8 36.32 65.8? 150.00
m i - n 22.35 1.10 24.25 8.50 31.74 35. U ’ ? 67.26 155.00
im-ts 22.16 1.12 23.38 3.74 33.73 33.(7 !2 V : 66 27 100.05
13*9-30 27.85 1.88 23.73 •in 33.36 30.10 1 ■* II  

-. . t (0 6i 130.55

Class C Total 1985-85 23.98 2.53 26.51 3.50 36.31 27.31 3:.T5 63 Vi
•jif

H86-BT 22.18 1.33 24.77 7.22 31.39 31.93 36.0! 6j.o; ; v v . v v

1987-88 19.8( 2.03 21.87 6.25 28.12 36.03 35. *3 7! !? 100. oo
1 9 4 8 - 1 9 18.63 2.03 20.66 8.13 28.79 37.06 34 15 7! 21 '.00.50
U8S-56 It. 13 2.17 22.10 10.32 32.(1 33.83 " ,  7 •

V  55 100.00
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The above data reveals that (a) it  is not necessarily true that 

the largest ULBs will show the best financial performance. Though Class 

A ULBs are the biggest, in West Bengal they are not doing as well as 

Class B ULBs. However, there may be some relationship between size and 

revenue status of rrunicipalities, in the sense that the smallest class 

size of ULBs (Class C) is generally seen to be in a weaker financial 

position all through. (b) The major portion of Total Revenue consists 

of Revenue Transfers including Shared Taxes and grants and reliance on 

internal sources is well below 50%, irrespective of city size. (c) 

Property tax is the main source of tax revenue and it forms roughly the 

same proportion of Total Revenue in all the three Classes, (d) Non-tax 

revenue is, at best, Rs 6 or Rs 7 in each of the Classes and remains low 

throughout the period 1985-90.

IV. C o n p o s i t i c n  0 f  Revenue Income : A CMA vs Ncn-CHA Comparison

Urban local bodies are expected to manage their finances in such 

a way that they have as much of their own income (from taxes and non-tax 

schemes) as possible and this should then be supplemented by revenue 

transfers frc*n State Governments and the Centre. The composition of 

total revenue income (see’ Table IV .3) shows that in most ULBs of both 

CMA and non-CMA, this is not so. Except for 1985-86, the own source 

revenue of CMA municipalities was only in the range of 30-34% of revenue 

income though for non-CMA, this range was higher. Grants were, 

accordingly, a higher proportion of total revenue in CMA than in non-CMA 

ULBs: a little over 66% of total revenue in CMA was from shared taxes 

and grants-in-aid during 1985-90 while in non-CMA the % share of revenue 

transfers was around 63% during the same period. The classwise data for 

internal and external sources of revenue income in CMA and non-CMA stows 

that in CMA, all classes have more or less the same % composition of 

total revenue income, with own sources contributing about one third



while the rest is  mai- up through tran sfers . Thus in CMA 

municipalities, size and s^lf-sufficiency in revenue incoroe are not 

linked, as our data for five years shows.9 In non-CMA, the % share of 

own source revenue varies from class to class, with the highest share in 

Class A (41% internal rev^ue on an average). Class B has 35% and Class 

C has 29% own source revenue.

T a b l e  I ! . 3

PerceBtage Co*f*siiioi Of Total leveioe Iicote Ii  C M

Tears

Prop Tax; 

Bev.Inco*
•si. lax/ 
fev.Incoie

loaTax Rev/ Osn Source/ Rev.Transfs/ 

lev.locoie Rev.Incoie Ser.Iocoie RRT/RI?

CIA Class A 1985-86 28.55 30.48 8.51 38.99 61.01 100.00

1986-8T 24.16 25.67 6.08 31.76 68.24 100.00

1987-88 24.48 25.97 6.20 32.17 67.83 100.00

1988-89 22.07 23.43 6.77 30.21 69.79 100.00

1989-90 24.11 25.63 7.55 33.18 66.82 100.00

ZU Class 8 1985-86 35.61 36.82 10.16 46.99 53.01 100.00

1986-87 25.90 27.40 8.04 35.44 64.56 100.00

1987-88 23.36 25.11 7.82 32.92 67.08 100.00

1988-89 22.03 23.77 8.05 31.82 68.18 100.00

1989-90 27.22 28.96 7.S5 36.91 63.09 100.00

CHA Class C 1985-86 30.38 32.53 6.47 38.99 61.01 100.00

1986-87 29.69 31.21 5.10 36.31 63.69 100.00

1987-88 22.95 24.49 6.08 30.57 69.43 100.00

1988-89 21.14 22.53 8.05 30.58 69.42 100.00

1989-90 24.67 :«.n 8.06 34.22 65.78 100.00

CHA Total 1985-86 31.33 22.01 8.97 41.98 58.02 100.00

Class AtBtC 1986-87 25.26 rs.77 f.68 33.44 66.56 100.0?

1987-88 23.96 S. 54 6.74 32.27 67.73 100.05

1988-89 21.91 2.46 7.32 30.78 69.22 100.00

1989-90 25.20 3.79 7.74 34.53 65.47 100.00

This is further confirmed by the per capita figures for Probity 

tax, which are again s_~i:lar in all three Classes of CMA, though 

one would normally exrert higher Property tax earnings in larger 
sized municipalities.
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Tax revenue generally includes Property tax; octroi (not 

ap p lic ab le  in  West Bengal); tax on land and buildings  and 

advertisements; taxes on trade and callings, registration of carts and 

animals; conservancy tax etc. Since the ULBs in West Bengal get their 

revenue income mainly through Property tax, we have taken two broad 

categories for total Tax Revenue : Property tax and other taxes. In 

CMA, Class A, B as well as Class C have a similar average of 26% tax 

revenue but in non-CMA, Class A has a distinctly higher proportion of 

tax revenue (32%), Class B has about 25% and Class C has the least, 

roughly 21%. It should be noted that the average tax revenue share for 

non-CMA as a whole is just over 26%, which is similar to the average for 

CMA (see Table IV .4). Also,except for Class A of non-CMA, the ULBs in 

other classes of non-CMA are doing worse in tax revenue generation as 

compared to their counterparts in CMA.

Table If.4

Ferceitaje Coapositioi Of Total leveiae Iicoie Ii  101 CM

Prop Tax/ Tot.Tax ler/loiTai lei/ OsBSoorce/ Bev.Transfs/

HAS lei.lncoae lei.lwoie leT.llCOM lev.lncoie ler.Iacoie

RORCHA Class A 1985-86 31.35 34.49 16.81 51.30 48.70 100.00
1986-8T 28.86 31.46 11.45 42.90 57.10 100.00
1987-88 29.32 32.66 5.12 38.38 61.62 100.00
1988-89 29.32 32.53 7.57 40.10 59.90 100.00
1989-90 28.22 31.85 10.55 42.40 57.60 100.00

I08CHA Class B 1985-86 26.82 29.25 9.40 38.65 61.35 100.00
1986-8T 21.87 23.95 8.83 32.77 67.23 100.00
198T-88 21.29 23.35 9.21 32.56 67.44 100.00
1988-89 22.29 24.20 11.44 35.64 64 37 100.00

1989-90 28.42 30.42 11.12 41.54 5i.45 100.00

I0RCHA Class C 1985-86 21.95 24.61 10.86 35.47 64.54 100.00

1986-8! 20.30 22.46 7.98 30:44 69.56 100.00

1987-88 18.71 20.92 6.32 27.23 72.77 100.00

1988-89 17.74 20.00 8.16 28.16 71.84 100 .'os

1989-90 18.26 20.67 11.11 31.78 68.22 100.00

KONCNA 1985-86 27.38 30.16 12.83 42.98 57.02 100.00

Class A*B»C 1986-87 24.43 26.75 9.72 36.47 63.54 100.00

1987-88 23.75 26.35 7.06 33.41 66.59 loo.oe
1988-89 23.80 26.31 9.02 35.34 64.66 100.00

1989-90 25.57 28.29 10.91 39.19 60.81 100.00
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In West Bengal, Property tax forms over 94% of the total Tax 

Revenue in  CMA and about 90% in non-CMA. This tax has assumed 

additional importance as the major source of internal revenue at the 

municipal level because West Bengal is a non-octroi state. Thus, over 

75% of the own source income of ULBs in CMA (and slightly less in 

non-CMA) comes from Property tax alone. Within CMA, Class B and C have 

only marginally lower figures for % of Property tax to total revenue as 

compared to Class A so we can say that irrespective of their size, all 

municipalities in CMA are earning a similar proportion of their incoae 

through the Property tax. In non-CMA, Class C displays poor performance 

in Property tax income relative to Class A and B. It is difficult to 

say anything about the relative performance of CMA and non-CMA ULBs on 

the basis of these figures because, on the one hand, Classes B and C of 

non-CMA have a lower share of Property tax (and therefore lower own 

source income and higher grants component) in total revenue than Class B 

and C of CMA while on the other hand, Class A of non-CMA has the highest 

% figures for Property tax (about 29%) among all CMA and non-CMA 

classes. All we can infer is that Property tax is nearly a quarter of 

the total income in all ULBs of CMA and non-CMA but its share in own 

source income is more important and larger in CMA municipalities. 

Revenue from 'Other taxes' which includes Tax on carriage, tax on trade 

and professions etc. is lower in CMA than in non-CMA. The third 

coirponent of Own Source Revenue i .e . Non Tax Revenue, is again lower in 

CMA ULBs (about 20%) as compared to non-CMA ones, where it is 26% of the 

internal income. Thus, there is no clear cut trend to support the 

general b e lie f  that CMA m unicipalities  are fin a n c ia lly  more 

self-sufficient and are earning higher revenue from their internal 

sources. The overwhelming importance of Property tax (which is clearly 

higher in CMA) tends to give the impression that CMA ULBs are tetter 

off, whereas for the less important sources of revenue such r.m-tax 

and otter taxes, it is the non-CMA ULBs which stew higher share..
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Non-tax revenue is obtained from user charges fees and fines and 

remunerative enterprises carried cut by the municipal bodies. In West 

Bengal, there are no well-defined user charges for the services rendered 

by the municipalities or even the Municipal Corporations. There are 

nominal rates for water supply in the Calcutta Municipal Corporation 

(CMC) area but they are not levied efficiently and there is no system of 

water metering except for the ICI (institutional, commercial and 

industrial) category of consumers. The lack of user charges (which form 

the major component of non-tax revenue in other countries) leaves the 

municipal authorities in West Bengal with very few sources of non-tax 

revenue. Fees, fines and tolls bring in some revenue and Rents from 

municipal properties is an important source of revenue. In CMA, 

non-tax revenue forms only around 7% of total revenue and during the 

period 1985-90 it  fluctuated around this low figure in Class A, B and C. 

In non-CMA municipalities, non-tax revenue has no clear trend. It was 

high in 1985-86 and 1989-90 but decreased substantially in the 

intervening years. Lack of sufficient data or details makes it difficult 

to explain why non-tax revenue varies from 5 to 16% of total revenue in 

non-CMA ULBs in this period of five years. Among the three classes of 

ULBs there is not much of a difference; non-tax income works out to an 

average of 10% for each class. The main findings of this analysis are 

(a) non-tax revenue does not show any significant contribution to the 

total revenue of the municipalities and the available data does not 

suggest a^trend of improvement in non-tax income in the coming years 

unless some positive efforts are made in this direction (b) Non-tax 

revenue earnings, like all other sources of revenue discussed so far, 

seern to be unrelated to the size of the ULBs. (c) An interesting 

observation is tliat non-CMA rrunicipalities have better non-tax inc rne as 

compared to CMA, though this is not a stable source of income in 

non-CMA.

The third important component of revenue income of municipal 

bodies is revenue transfers, which in our study have been divided under 

two broad heads : Shared Taxes and Other Grants. In West Bengal, the
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taxes which are shared by the State and municipal authorities include 

Entry tax, Entertainment tax and Motor Vehicle tax. Out of these taxes, 

Entry tax is the most important and 50% of it is shared by the CMDA. 

Shared taxes together form about half the revenue transfers; the other 

half comprises DA and ADA subvention, education grant and other grants. 

In Class A, B and C of CMA, about 65% of total revenue income is made up 

of revenue transfers but in non-CMA this figure is lower. In non-CMA, 

grants and shared taxes are highest in Class C followed by Class B and 

then Class A; in non-CMA the smaller ULBs have a higher share of 

external revenue in their total income than the bigger (Class A) 

municipalities.

Within non-CMA, ranking of the three classes with respect to 

proportion of own source revenue to Total Revenue is Class A, B, C 

(descending order) which is in reverse order to the ranking of these 

classes with respect to proportion of revenue transfers to Total 

Revenue, which is Class C, B, A. This brings out the link between 

performance of ULBs with respect to internal revenue generation and 

dependence on external sources of funds : where own source income is 

lowest, the municipalities receive the highest share of grants and other 

transfers. In both CMA and non-CMA we find this link but it  is 

difficult to say whether the trend of low income generation through 

internal sources is continuing because of the high proportion of revenue 

transfers or whether the high dependence on external sources of revenue 

is caused by the poor state of finances in the ULBs as regards internal 

revenue. The ULBs in CMA have a 65 ' 35 ratio of grants to own source 

revenue while in non-CMA this ratio is 60 : 40. In either case, this 

trend of increasing shares of revenue transfers is not good for the 

autonomy and financial health of the ULBs. The emphasis should be on 

generation of own source revenue rather than on dependence on grants 

from the State Government as a regular source of funds.
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V. A Classwise Analysis of Per Capita Revenue Income

In West Bengal, where most ULBs are facing a difficult financial 

situation, the task of raising additional revenue through all possible 

sources is extremely important. Revenue income from various sources has 

been increasing in both CMA and non-CMA, but it is still below that of 

many other states.

The rise in absolute level of total revenue receipts does not 

imply that the ULBs are now financially better - off than earlier years. 

The present system of revenue mobilisation concentrates on a few major 

taxes and grants and is inadequate in providing for even the obligatory 

functions of the municipalities. Increase in population has kept the 

per capita income levels low in both big and small ULBs all over the 

State. Per-capita total revenue remained below Rs 80 in CMA and about Rs 

70 in non-CMA on an average during the period 1985-90 (see Tables IV .5 & 

IV .6 ). Anrong the classes within CMA, Class B had the highest per capita 

non-tax revenue and this was a paltry sum, averaging Rs 6.50 in each of 

the five years. Class A and C had even lower non-tax revenue, which was 

not even one third of their per capita Property tax earnings. Revenue 

transfers were roughly Rs 50 per annum per capita in all three classes 

in the CMA region. - Within non-CMA, per capita non-tax revenue was 

around' Rs 7 for Class B (highest) and the least amount (Rs 5) was earned 

by Class C. Comparing this with the average per capita revenue from 

Property tax and Revenue Transfers, it is evident that non-tax revenue 

has never been exploited properly by the local bodies.
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Per Capita levene lacoae Ii C8A toticjaJltlfcs

Table IT.5

Tears
Property
Tax

Other
Taies

Total Tax 
Revenue

Mod Tax
Revenue

Ora Sasns 
Revere

Shared
Taxes

Other
Grants

Revenue
Transfers

Total Revei 
Incwe

C8A Class A 1985-86 15.00 1.01 16.02 4.47 20.4J 14.74 17.31 32.06 52.55

1986-87 17.02 1.07 18.09 4.29 22.3! 25.19 22.89 48.08 70.46

1987-88 18.76 1.14 19.91 4.75 24 M 30.25 21.75 51.99 76.65

1988-89 18.55 1.15 19.70 5.69 25.3* 32.63 26.05 58.67 84.07

1989-90 19.15 1.21 20.37 6.00 26.r 28.16 24.94 53.09 79.46

C M  Class B 1985-86 22.75 0.78 23.53 6.50 30.0! 16.10 17.78 33.87 63.90

1986-87 20.05 1.16 21.21 6.22 27.4! 26.73 23.24 49.97 77.40

1987-88 18.90 1.41 20.31 6.32 26.62 33.27 21.00 54.27 80.90

1988-89 18.90 1.49 20.39 6.90 27.2$ 34.29 24.18 58.47 85.76

1989-90 22.27 1.42 23.69 6.50 30.1? 29.93 21.68 51.61 81.80

CHA Class C 1985-86 13.92 0.98 14.90 2.96 17.8? 15.15 12.79 27.95 45.81
1986-87 18.99 0.98 19.96 3.26 22.21 24.34 16.39 40.74 63.96

1987-88 15.75 1.06 16.81 4.17 20.92 31.40 16.25 47.65 68.63

1988-89 15.29 1.00 16.30 5.83 22.1' 33.14 17.08 50.22 72.34

1989-90 16.95 1.03 17.98 5.54 22.5! 27.70 17.49 45.19 68.70

m 1985-86 17.42 0.93 18.35 4.99 23.34 15.22 17.03 32.25 55.59

Class AtB*C 1986-87 18.20 1.09 19.29 4.81 24.lt 25.60 22.36 47.96 72.06

1987-88 18.49 1.22 19.71 5.20 24.9! 31.35 20.93 52.27 77.18

1988-89 18.30 1.24 19.55 6.10 25.65 33.22 24.46 57.68 83.32

1989-90 19.90 1.26 21.16 6.11 27.26 28.67 23.02 51.70 78.96
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Per Capita krone Ikok U n  CU ta irip a lltles

Mile IT.f

Property Other Total Tax loo Tax O n  Source Shared Other leiern Total 1

... ... ■ .......
THE Tax Taxes fereroe teveoae feveooe Taxes Grants Transfen Id c o k

K a r a  class a 1985-86 U.98 1.50 16.48 8.03 24.52 10.62 12.65 23.2T 47.79
1388-87 18.99 1.71 20.TO T.53 28.23 17.49 20.08 37.58 65.81
1987-88 19.16 2.18 21.35 3.74 25.09 22.45 17.83 40.28 65.36
1988-89 '21.0 2.35 23.78 5.54 29.31 24.14 19.64 43.79 73.10
1989-90 19.69 2.53 22.22 7.36 29.58 22.59 17.59 40.18 69.76

KQRCU Class B 1985-86 13.88 1.28 15.14 4.87 20.01 10.23 21.53 31.75 51.76
1986-87 14.66 1.39 16.05 5.92 21.96 ic or 29.20 45.06 67.02
1987-88 16.20 1.57 17.TT 7.01 24.77 21.96 29.36 51.32 76.09
1988-89 18.63 1.59 20.23 9.56 29.79 22.54 31.27 53.80 83.59
1989-90 25.15 1.77 26.92 9.85 36.77 21.54 30.20 51.73 88.50

l O K M  Class C 1985-86 8.98 1.09 10.07 4.44 14.51 10.75 15.66 26.41 40.92
1986-87 10.46 1.11 11.57 4.11 15.68 15.31 20.52 35.83 51.51
1987-88 10.47 1.23 11.71 3.53 15.24 18.24 22.48 40.73 55.97
1988-89 11.01 1.40 12.41 5.06 17.47 21.08 23.49 44.57 62.04
1989-90 11.04 1.46 12.50 6.72 19.21 19.08 22.17 11 oc 60.46

VORCtlA 1985-86 12.82 1.30 14.13 6.01 20.14 10.55 16.16 26.71 46.85
Class i+B+C 1986-87 15.08 1.43 16.51 6.00 22.51 16.34 22.88 39.21 61.72

1987-88 15.56 1.71 17.27 4.62 21.89 20.98 22.65 43.63 65.52
1988-89 17.28 1.82 19.10 6.55 25.66 22.70 24.25 46.95 72.60
1989-90 18.45 1.96 20.41 7.87 28.28 21.14 22.73 43.87 72.15

Growth of the different corqponerrts of revenue income has been 

fairly steady, though slower than what is required, during 1985-90. Per 

capita Property tax grew by about Rs 3 over the five years in most CMA 

municipalities except for Class B in which it decreased from Rs 22.75 in 

1985-86 to Rs 18.90 in 1988-89 but rose again to Rs 22.27 in 1989-90. 

In non-CMA ULBs as well. Property tax showed an increase of only a few 

rupees, except in Class B where it almost doubled in these five years. 

Grants and shared taxes increased by roughly Rs 20 over the five years 

1985-90 in both CMA and non-CMA. In comparison, non ~ t/ox r6fVGnu^ 

exhibited an increase of on]y Rs 2 or 3 in Class A and C of CMA while
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Class B had the same per capita non-tax income throughout the five 

years. The increase in per capita non-tax revenue is steady over the 

years and in 1989-90 amounts to nearly one and a half times as nuch as 

its initial level in 1985. Nevertheless, the absolute level of non-tax 

revenue is so low that the increase does not help in providing large 

amounts of additional revenue for the ULBs which have huge revenue gaps. 

The present trend of steady growth of non-tax revenue in CMA 

municipalities combined with efforts to raise the per capita level above 

Rs 5-6 could turn non-tax revenue into an important and substantial 

source of income. In non-CMA growth of per capita non-tax revenue is 

more erratic, increasing in seme years and falling in otters. Class B 

is the only class of ULBs which shows a steady iirprovement in per capita 

non-tax income, which more than doubles from Rs 4.87 in 1985 to Rs 9. *5 

in 1989-90. Several things lead us to the conclusion that size of the 

ULBs is unrelated to their performance, especially on the non-tax front. 

Class B rather than Class A is doing the best in terms of highest 

non-tax revenue in both CMA and non-CMA. Though Class C (of both CMA 

and non-CMA) has lower absolute levels of per capita revenue, the growth 

rates in this class of ULBs are similar to other classes. Another point 

worth noting is that the difference between the three classes is more 

marked for Property tax and for transfers; for non-tax revenue the per 

capita levels are very similar to Class A and B. The per capita figures 

also serve to negate the belief that the CMA ULBs, due to their better 

infrastructure and personnel, would be in a more advantageous position 

to initiate and operate non-tax schemes. Here the results are just the 

opposite : the "lowest per capita non-tax earnings in any Class cf 

non-CMA are still higher than the lowest in CMA and the highest 

capita non-tax revenue (Rs 9.85 in Class P. of non-CMA) is higher than 

the non-tax earning in any Class of CMA nunicipalities.

So far we have looked at the classwise per capita revenue 

figures, which show that non-tax revenue vis-a-vis other sources is 

extremely low and though s->me middle size (Class B) ULBs show g-.-od 

growth in non-tax income, this source needs to be looked at more
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seriously as a potential avenue for additional revenue generation. But 

this does not inply that all ULBs have low non-tax revenues. Some may 

show higher levels than the per capita average for the Class as a whole 

while some may have negligible earnings from non-tax schemes; the 

classwise picture does not reveal these things. The following section 

looks at the revenue data for individual municipalities in a little more 

detail.

-The frequency table given below gives a rough idea of the spread 

of ULBs over various ranges of per capita non-tax revenue. In both CMA 

and non-CMA, the maximum concentration is around the two lowest Class 

Intervals of Rs 0 to 3 and Rs 3 to 6 .( see Frequency Table IV .7)

Table 11.7

In&acj Distritetioa Of W s  - Per Capita loe Tai burnt

Class Intervals
1985-86 1986-87 1987-88 1988-89 1989-90

C8A t a C M C M lanCM C M KodCHA C M lonQA C M HodC M

is.0-3 13 35 9 30 6 27 6 22 7 15

its. 3-6 7 12 14 15 12 14 8 15 7 16

8s.6-9 5 7 2 9 7 12 8 9 9 12

8s.9-12 . 1 1 2 0 2 4 2 8 3 9

fis.12-15 1 2 fi 3 0 2 j 0 - 2 2

8s,15-18 1 1 1 1 0 1 1 2 0 2

Above 8s.18 1 4 1 4 2 2 1 6 1 6



In CMA there seems to be a trend of improvement in non-tax per 

capita levels : the number of ULBs in the lowest Class decreased by more 

than half in the five year period and more ULBs moved to the middle 

range and some to the highest per capita non tax revenue Class Interval. 

In view of the fact that there is not so much of an upward movement of 

ULBs with respect to their per capita income from Property tax or other 

income, the trends in non-tax revenue are encouraging and should be 

given due notice by the nmicipal authorities. In non-CMA also, the 

Class Interval of Rs 6-9 shows the maximum increase in the number of 

ULBs over the five year period 1985-90. For revenue transfers10 , there 

is a concentration of ULBs in the middle range, with a trend of ULBs 

moving out of the low per capita transfers category into the Class 

Intervals with high per capita revenue transfers. This latter trend 

should be discouraged by laraicipal authorities as greater dependence on 

transfers is not conducive to the financial well-being of ULBs.

To sum up, the above analysis brings out some useful results and 

their im plications for further course of action by the municipal 

authorities. In particular, it must be recognised that though Property 

tax collection can be improved in order to obtain additional revenue, 

this source cannot be tapped beyond a certain limit; there is not much 

upward mobility of ULBs and Property tax would soon become a stagnant 

revenue source. On the other hand, non-tax revenue is s t ill  a 

relatively under-exploited source and trends point to substantial 

additional revenue if  non-tax schemes are initiated in all ULBs and are 

maintained well. This will also reduce dependence on revenue transfers 

from the State.

10. See Appendix Tables.
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VI. Non-Tax Revenue in Selected ULBs

We now look at the per capita revenue income of some ULBs and 

try to find out reasons for their better or worse financial status. A 

quick way of selecting the local bodies is to take class average for per 

capita non-tax revenue and pick out those ULBs which show non-tax 

revenue well above or below their class average. Using this criterion, 

the ULBs which had better than average non-tax revenue are Hooghly 

C hinsurah , Chandernagore, Uttarpara-Kotrung, Konnagar and New 

Barrackpore in CMA. In non-CMA, the municipalities which showed higher 

non-tax revenue are Cooch B ehar , D arjee lin g , English Bazar, 

Dinhata, Bim agar, Joynagar-Mazilpur, Katwa, Jangipur, Diamond Harbour 

and Old Maida.

There could be many reasons why non-tax revenue (per capita) is 

high in these ULBs. For most, like Chandernagore, Uttarpara, Konnagar 

etc. the high per capita non-tax revenue may be explained by their good 

overall performance in managing their finances. Chandernagore is a 

riverside town (earlier an important French settlement) which is 

actually a Corporation but for all practical purposes it is treated like 

a big municipality. Its population is lesser than that of most Class A 

municipalities and because its revenue income is in general higher, the 

per capita tax revenue and non-tax income also turns out higher- than the 

other municipalities. New Barrackpore is the only Class C ULB in the 

QIA region which has per capita non-tax revenue higher than the Class C 

average (as high as Rs 13.37 in 1989-90) but its per capita Property tax 

earnings are not even half the Class C average. The major non-tax 

revenue comes from Fees for household connection of water and same from 

Rents. But this peculiarity is difficult to explain because we do not 

have more details about this municipality, its non-tax schemes etc.
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Before going further, it is important to remember that though 

non-tax revenue is considered a promising source of revenue and greater 

exploitation of this source would provide the much needed funds for West 

Bengal municipalities, it canret always be looked at as a ready solution 

to their financial probleras. Son-tax revenue can be earned from schemes 

as varied as sale of manure, setting up municipal markets, dealings in 

real estate, fees, fines and charges for services. Out of these, only a 

few nray be useful to implement in a certain ULB. S ize , location, 

socio-economic background. management s k ills  of the municipal 

authorities et. could be some : f the reasons for the success of non-tax 

ventures in some municipalities while otters of the same class have 

lower non-tax revenues. Codct. Behar is one of the Class B towns in 

non-CMA which is earning perhaps the maximum amount of non-tax revenue. 

Rje to its princely status t ill  1956, this municipality has had the 

advantage of good town planning and better infrastructural facilities 

like big roads. Rents froa aunicipal property bring in the major 

portion of non-tax revenue. Property tax as well as other sources of 

revenue income are also high in this town.

High levels of industrial and other economic activities not only 

serve to raise the earnings from Property tax but are also conducive to 

greater non-tax earnings. Markets, dormitories and commercial complexes 

flourish in such towns and instances of this can be found in ULBs like 

English Bazar and Katwa. These towns are also important due to their 

status as District Headquarters and subdivisional H.Q. respectively and 

both have high levels of per capita non-tax revenue. Darjeeling is one 

of the smaller ULBs in terns cf population but the per capita revenue 

from Property tax and other taxes is almost equal to the per capita 

non-tax revenue. Rents from nunicipal property contributes to the high 

non-tax revenue; this could perhaps be explained by the nature of the 

town -- Darjeeling is one of the most popular tourist spots in the 

region. ULBs like Mirik, whirh have potential for tourism, can also 

generate additional revenue through non-tax schemas like constructing
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dormitories and developing markets and a lot depends on the municipal 

authorities, who must recognise and tap this potential source of 

revenue.

The issue of a link between size of the ULBs and their financial 

performance has been brought up many times during the course of this 

chapter. For non-tax revenue generation, one could expect that towns of 

a larger size (and hence having better provision of services) would be 

in a better position to charge for civic amenities and also to initiate 

various non-tax schemes. Smaller towns would have to depend more can 

outside funds or on conventional sources like municipal taxes. But this 

belief is proved false in cases like Joynagar-Mazilpur and Birnagar 

which are small ULBs, but their per capita non-tax revenue is above the

Table IT .8

Per Capita lereue  i i  So*e Stall Buicipalities

laie of DLB Tears Population Property Tax lon-Tax Total levenue

(Per Capita) leveaue hcoie

(Per Capita) (Per Capita)

Dinhata

Birnagar

Old  S a i d a

1985-86 16.61 11.80 7.04 49.01
1986-87 16.91 " 10.41 7:15 49.37
1987-88 17.22 14.51 7.43 79.19
1988-89 17.54 14.48 11.74 72.68
1989-90 17.86 18.92 9.18 72.55

1985-86 17.62 3.01 6.19 33.55
1986-87 18.1j 2.92 6.51 41.76
1987-88 18.66 5.04 8.31 57.02
1988-89 19.20 4.79 10.00 -51.71
1989-90 11.05 8.41 5.16 39.90

1985-86 11.05 8.41 5.16 39.30
1986-87 11.47 6.98 2.70 49.71
1987-88 11.90 8.07 6.47 72.12
1988-89 12.34 9.48 18.88 71.54
1989-90 12.80 9.92 10.41 55.45
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Class A average. Otter small towns where per capita non-tax revenue is 

high are Dinhata (population around 17,000 in 1989-90) and Old Malda 

(about 12,000 population in 1989-90) and Diamond Harbour. In Bimagar 

and Old Malda we again come across the peculiarity that per capita 

non-tax revenue is  well above the Class C average but per capita 

Property tax is below the class average, in fact in 1988-89 and 1989-90 

Old Malda had higher per capita non-tax revenue than per capita Property 

tax revenue and the same was true for Bimagar in all the five years 

from 1985-86 to 1989-90. Lack of sufficient details-prevents us from 

making further corornent on this. But if the data is indeed correct ly 

reported then it opens up a test of issues related to the importance of 

non-tax revenue as only a supplementary source of municipal revenue as 

corqpared to Property Tax, which is considered the principal source of 

internal revenue for roost OLBs. Also, the above exanples are a reminder 

to other smaller m unicipalities that their poor performance and 

repeatedly low levels of per capita revenue cannot for long be justified 

on grounds of their being 'snail towns'.

Advantages of better management and improved collection  

mechanism have helped in raising non-tax revenue by significant amounts. 

Towns doing well in this respect include Uttarpara, Barrackpore, 

Konnagar, Baruipur etc .

While it  is heartening to come across instances (such as above) 

of municipalities which are able to achieve and sustain levels of per 

capita non-tax revenue much higher than the meagre amounts earned by 

most ULBs in West Bengal, it is still true that these 'success stories'

form only a small percentage of the total number of municipalities.

Poor non-tax income coupled with low Property tax revenue leave most.

ULBs with little choice but to depend on grants from the estate and

Central Government (whether such revenue from externa] sources is 

actually beneficial, especially in developing infrastructure and helping 

in additional non-tax revenue generation, will be discussed in the next 

section, when we take up the IDSMT towns).

57



There are quite a large number of municipalities even in the CMA 

region which show low per capita non-tax revenue, much lower than their 

class average. In Class A of CMA, which has an average per capita 

non-tax revenue of Rs 5 per annum, the municipalities which have non-tax 

revenue well below this amount include Naihati, Bhatpara, Garulia and 

Titagarh. In Naihati, per capita non-tax revenue remains around 85 

paise in each of the five years (1985-90) and non-tax revenue comprises 

a maximum of 3 to 4% of total revenue receipts. The overall revenue 

income position is very poor as Property tax revenue is also less than 

half that of other ULBs in the same class. Garulia, which is also a 

Class A town, shows per capita Property tax revenue of less than Re 1 in 

four out of the five years for which we have data; its non-tax revenue 

is even lower. In all such m unicipalities, whatever little non-tax 

incane is obtained, it is through Water fees, rents and service charges. 

In Garulia, some revenue is also obtained from tolls. Among Class B and

C of CMA, poor non-tax income (in the range Rs 1 to 3) is found in

Kanchrapara, Budge-Budge, Barasat and Uluberia. Except for Budge-Budge 

where per capita income from other sources is high, the rest of these

ULBs have not only low non-tax revenue but low Property tax arid other

taxes and revenue as well.

Within non-CMA, the municipalities which have poor per capita 

non-tax revenue include Asansol, IXirgapur (both Class A towns), Santipxr 

and ChaKdaha. Exceptionally low levels of non-tax revenue are found in 

Class C towns, notably Kurseong, Rampurhat, Gobardanga, Baduria etc. 

These towns have very low income levels and non-tax sources bring in 

negligible amounts of revenue: Asansol, IXirgapur and some other ULBs

have per capita Property tax revenue above the class average but in 

general, this along with other sources of revenue is still not adequate 

to meet the expenditure needs of the ULBs.

To conclude, the indications are clear : the root of the problem 

lies in the weak financial position of the ULBs. Property tax is the 

major internal source but is not enough. Non-tax revenue has never been
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considered a major source of revenue, thus it continues to contribute 

insignificant amounts of revenue. Investment in infrastructure and 

non-tax revenue raising schemes is badly needed but the paucity of 

funds, coupled with lack of initiative prevents the ULBs from exploiting 

non-tax revenue sources to the full. Municipal authorities therefore 

need to focus especially on the financially weak municipalities and 

should pull them up to a reasonable level of per capita revenue income. 

This can be achieved through improvement in the collection of Property 

tax, better revenue generation through other taxes and oost important, 

through introduction of non-tax revenue raising measures. Only when the 

internal financial position is strong will the ULBs be in a position to 

depend less on revenue transfers and will be able to provide better 

services.

VII. Review of Trends in Revenue Income of IDEKT Municipalities

The IDSMT is a centrally sponsored project which was launched in 

20 municipal towns in West Bengal during the Sixth Plan. It now covers 

twenty six non-CMA ULBs. (see List of IDSMT towns in Appendix) The IDSMT 

was conceived as a project which would offer funds for augmentation of 

local infrastructural facilities and provide urban development in small 

and medium towns. The Government of India and West Bengal Government 

would each bear 50% of the cost of the project, which would cover 

development of major link roads, bus terminals, corrmercial complexes, 

tourist dormitories and the like, all of which would help in generation 

of more non-tax revenue and better urban services. It was thus expected 

that IDSMT ULBs would show higher revenue income, specially from non-tax 

sources. The grants led to substantial improvements in these towns and 

in setting up of revenue earning assets like municipal markets. This 

project has also given focus to the management aspect of developraeE>tal 

work through setting  up a Review Committee in v o lv in g  local 

representatives to check the progress of various developmental
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programmes and also tried to enhance the organisational capability of 

the m unicipalities by helping them build up the expertise to manage 

non-tax schemes.

When we look at the relative performance of various revenue 

sources, however, it  is not immediately noticeable that IDSMT towns are 

better off or have higher non-tax income than the municipalities which 

did not have the benefit of the IDSMT grants. Data is available for 21 

out of the 26 municipalities under the IDSMT projects. An analysis of 

their per capita revenue income over 1985-90 reveals that only nine of 

these ULBs had per capita non-tax revenue above their class average, six 

towns had below average non-tax revenue arid only six were equal to their 

class average.

We first take up the ULBs which have lower non-tax revenue than 

is expected. Siliguri has a good dormitory and two markets have also 

been constructed with the grant money. Kharagpur has an auditorium cum 

dormitory and three medium sized markets while Bolpur also used tha 

IDSMT grant for dormitories and markets which provide non-tax revenue 

through rents and Building Plan Sanction Fees. In Raiganj a bus terminal 

cum shopping complex was started but somehow, there were no non-tax 

earnings from this source and the investment went waste. Fees and rents 

form the meagre non-tax income of Habra where only a market was set up 

with the grant. Haldia (a Notified Area Authority) shows almost no 

non-tax revenue at all. Population growth is high in this town and the 

coming up o f the new port and heavy investment in industrial 

infrastructure have led to some non-tax earnings in 1988-89 and 1989-90 

(mainly through Building Plan Sanction fees and rents). In all these 

municipalities, despite the introduction of non-tax schemes using the 

IDSMT grants, financial position is weak and most non-tax measures have 

failed to generate the expected revenue.
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There are some ULBs where the IDSMT grant has helped to improve 

non-tax revenue so that it  matches the non-tax income of other ULBs in 

the same size class. For instance, in Kalinpong the dormitory that was 

constructed with the grant is the only major source of non-tax revenue 

and in Balurghat there are three market complexes which are doing very 

well. But for some other towns where total non-tax revenue is nearly 

the same as the class average, the credit cannot go to the IDSMT 

project. In fact, in these towns, the schemes set up under the IDSMT 

have been unsuccessful in generating sufficient non-tax revenue to make 

the schemes financially viable. A scheme to set up a Bus terminal in 

Krishnanagar has been a failure while in Bankura a by-pass road and a 

bridge over the river were constructed under the IDSMT project but 

these did not raise any non-tax income.

Among the successful projects (in  terms of having helped to 

raise non-tax revenue levels) it  has mostly been municipal markets, 

auditoriums and dormitories which have done well in raising the level of 

non-tax revenue, especially in  Cooch Behar, English Bazar, Purulia and 

Arambagh. Bus terminals cum shopping complexes are another popular 

source of non-tax revenue (as in Tarakeshwar). Katwa is another ULB 

which has high non-tax earnings from bus stands and markets. It is an 

important trading centre (particularly for handlooms) and the IDSMT 

grant has helped in development of its markets. The grant has made it 

possible for the municipality to provide piped water throughout the town 

but revenue from water fees is nil due to problems' in levying the fee, in 

this ULB.

Thus we find that IDSMT towns exhibit varied patterns and levels 

of non-tax revenue; in some cases the grant has helped to lay the 

foundation for additional non-tax revenue generation while in others it  

has been a failure. This result has important implications: it is not 

enough to provide the capital to finance new revenue-raising schemes, it 

roust also be seen that the grant is actually used for the purpose 

intended and that the venture is operated efficiently. There are various
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problems which hindered the successful implementation of non-tax revenue 

measures under the IDSMT project and these problems could well be the 

reason why one finds such disparity in the levels of non-tax revenue 

earned by individual municipalities. Some of these are discussed below.

VIII. Problems in Generating Non Tax Revenue?

Establishment of markets has been suggested as one of the 

simplest and roost lucrative non-tax revenue raising options. The IDSMT 

grant was used to construct commercial complexes, auditorium cum markets 

etc. in almost all the twenty six towns under the IDSMT project. But in 

many cases the project was not implemented properly : stalls were 

isolated and markets were not developed in a well planned manner. Lack 

of supportive amenities like good approach roads, electricity etc. 

further prevented these markets from coming up in a big way and 

consequently, shops had to be let out at very low rents. For example, 

in Siliguri and English Bazar the net revenue generation from municipal 

markets turned out to be negative and only the cost of construction was 

recovered. Scarcity of space in prime locations is another problem ttiat 

constrains ULBs from developing industrial estates and large shopping 

complexes through which they can earn high rents.

Though basic social services are provided (at varying levels of 

quality and quantity) by all ULBs, in West Bengal there are very few 

ULBs which are able to recover some non-tax revenue through charges for 

these services. Income from this source is difficult to identify (in 

nay cases it  is clubbed in the 'miscellaneous' category) and there are 

problems in levy and collection of service fees. In other countries, 

the municipal authorities find it easier to collect user charges because 

the system of ciiarges is well defined and is in line with the quality 

and efficiency in provision of civic amenities. But in West Bengal, 

social services are of poor quality arid even basic services like piped 

drinking water are not provided efficiently. Under such circumstances, 

it is difficult to conceive of a system of user charges whereby not only
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costs but some additional non-tax revenue is recovered. . Unwillingness 

to pay is not unjustified in most cases and the municipal authoriti es 

are well aware of the fact that in order to be able to collect user 

charges, they will first have to improve their performance with regard 

to their major responsibilities such as provision of civic amenities. 

Once this is done, the next step would be to develop an efficient system 

of monitoring and charging for consumption of these services. For 

instance, in Siliguri there are problems in household connection of 

water supply while in Jalpaiguri where the municipal authorities have 

recently taken over the responsibility of supplying water, there is as 

yet no system of charging for its use. (This problem will be taken up 

in detail in a later chapter). Similarly, there is no proper system for 

collection and disposal of garbage and hence no charges can be recovered 

for this.

Fees and fines are a regular source of non-tax revenue for ULBs. 

With the amendment of the M unicipal Act (1 9 8 0 ) which empowers 

municipalities in West Bengal to inpose a Building fee and Parking fee, 

revenue from fees was expected to increase. But this source is still 

not significant as a non-tax revenue earner and part of the blame rests 

on the inefficient and non-uniform system of levy and collection in most 

ULBs. There should be periodic revision of the fees and fines and 

systematic attempts should be made to plug loopholes in the collection 

machinery.

Another common problem at the municipal level is lack of 

sufficiently trained manpower to introduce and operate non-tax schemes. 

For instance, dealings in real estate or sale of manure are two areas 

where municipalities could earn substantial amounts of non-tax revenue 

if  they are well versed with the ways of managing these schemes. Hardly 

any ULB in West Bengal has opted for real estate activities and sale of 

manure etc. is still not popular as a non-tax revenue earning scherr»:- 

Trained efficient and innovative personnel can have a significant impact 

on improving the financial status of ULBs.
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Other problems include locational disadvantages, which make 

certain non-tax projects unfeasible. Here again, the management 

capabilities of the municipal authorities are crucial. An example is 

the town of Raniganj. This is in a mining area and therefore it is 

d iffic u lt  to set up large commercial complexes or carry on much 

construction activity and this reduces the non-tax revenue potential. 

However, the authorities have now started building light weight 

structure for stalls to overcome this problem and it is hoped that 

markets will develop well in this town.

IX . Sunmary o f  Results and Suggestions

1. There is not much of a difference (in terms of internal revenue

generation) between CMA and non-CMA municipalities. Both depend on 

revenue transfers for well over 50% of their total revenue income, which 

implies an increasing trend of dependence on outside sources of funds.

2. Among own sources of revenue, Property tax is the only

significant revenue source and contributes over three times as much as 

non-tax revenue in both CMA and non-CMA, though in per capita terms 

Property tax collection is slightly higher in CMA. Too much dependence 

on a single source of revenue is not advisable, specially since this tax 

source can be exploited only upto a limited extent .

3. Other taxes are insignificant in their contribution to the

revenue income of ULBs in West Bengal. This could perhaps be attributed 

to the unusually heavy concentration on Property tax, which has led to 

neglect of other tax sources.

4. Non-tax revenue has throughout been a small and relatively 

u n im p o r t a n t  p ro p o rt io n  of to ta l  income in CMA and non-CMA 

municipalities. Non-tax earnings are, surprisingly, higher in non-CMA 

ULBs than in CMA ones but they are abysmally low in general. This in 

fact is an important result which municipal authorities need to give due
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consideration. If  non-CMA municipalities which are generally considered 

less developed in terras of infrastructure, can earn a certain amount of 

non-tax revenue then CMA ULBs definitely be able to do the same if  not 

better. The lower percentage contribution of non-tax revenue to total 

revenue also points to the need to exploit this source more efficiently 

and fully, specially since most ULBs suffer from a chronic paucity of 

funds.

5. An interesting result that emerges from our analysis is that 

city- size and performance on the financial front have no clear 

relationship . Some of the smaller ULBs have better tax as well as 

non-tax earnings than towns of a larger size. This relationship (city 

size and revenue status) is particularly not true for non-tax revenue. 

We have taken class averages to single out the 'good' and 'bad' cases of 

non-tax revenue generation but it irust also be kept in mind that these 

class averages are themselves quite low for West Bengal and are 

therefore not the normative levels of non-tax revenue.

6 . Revenue transfers are the largest component of revenue income in 

all ULBs in West Bengal and they help to make up for the scarcity of 

revenue that is needed to carry out the responsibilities of ULBs. But 

apart from the issue of financial autonomy (which gets reduced as * 

dependence on grants increases), it  has been shown that in rrost cases, a 

grant to initiate developmental work and revenue-raising ventures often 

does not provide the solution. This is also true for the IDSMT project, 

which we have discussed in the last section.

65



ippeadii Table

foquac? Kstribotioa Of OUfe - Per Capita Bereane Transfers

Class Intervals 1985-66 1586-8? 1987-88 1988-89 1989-90

c m fcnCU O i llonCM CMA SonCMA C M lonCM C M  KodCM

8 s . H 0 1 ! 1 4 1 4 0 3 1 4

Is.10-20 1 3 c 4 C i f* t

Bs.20-30 8 2? * 11 0 6 V ?I 0 6

8s.30-40 11 6 3 22 3 10 0L 15 6 14

Bs.40-50 5 (J 10 T 5 14 3 10 3 16

fis.50-60 2 4 8 0L 12 10 10 10 10 5

8s.60-70 0 «l 1 ft 6 8
nf 4 6 2

iYtwc Be 7fl 1 1 4 t 0 •j \ 1'



i f f t t d i x  Table

Appendix

f a q u E K ?  D l s t r U n t l a i  O f  U s  - rar Capita Property Tax f e f e m e

1985-86 1986-87 1987-88 1988-89 1989-95

Class Intervals .... . . . . . . . . . . . . . . . . . . . -. . . . . . -. . .. -. . . . . . . . . . . . . . . .

C M  KobC M  C M  fcuCM C M  HocCM C M  HonCM ' C M  fcsCM

te.0-10 6  37

Es.10-15 7  14

8 s . 15-20 3  5

R s .20-25 4 2

85 .25-30 6 3

R s .30-35 0  0

Rs.35-4C 2 1

Above f e . 4 0  1 0

6 31 5 29

4 17 5 19

6 8  8  5

5 2 5 4

3  5  3

1 2 2

0 0 I)

5 28 4 29

6 14 4 15

6 8 8 6

4 4 1 2

4 3 4 3

3  2 5  3

0 2 2 1
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Appendix

r m B D T .m BLD.PLAX PAIIIIIG 

R !  m TOLLS

neon.

i m . n i

rdtt n .  m e .n .

PMPHTT BOS SIB.

m  fk. 

s m s

OTHSBS

m i.

TOTAL

ROB-TAX

CM CLASS A 1985-86 0.14 0.03 0.15 0.54 0.96 0.34 0.00 0.34 1.9? 4.47

1986-81 0.17 0.04 0.13 0.04 1.38 0.44 0.00 0.39 1.68 4.29

1381-88 0.23 0.05 0.06 0.02 0.98 0.64 0.00 0.53 c.lJ 4.75

1988-89 0.28 0.06 0.14 0.04 1.11 0.61 0.00 0.78 2.69 5.69

1989-90 0.22 0.05 0.12 0.07 1.01 0.70 0.00 0.91 2.92 6.00

CM CLASS B 1985-86 0.13 1.13 0.03 0.09 1.04 0.37 0.00 1.96 1.74 6.50

1986-87 0.20 0.40 0.03 0.10 1.15 0.43 0.90 2.49 1.42 C w 0. u

1981-88 0.27 0.46 0.12 0.11 0.6? 0.64 0.02 1.80 6.32

1988-89 0.30 0.73 0.38 0.12 1.09 0.60 ft A«I1 . 1' * 1.44 2.23 6.95

1989-90 0.28 0.72 0.03 0.11 0.71 ft i r‘ U . 0.02 ft 1* 1.64 6.50

CM CLASS C 1985-86 0.09 0.14 0.09 0.00 0.81 0.45 0.00 0.23 1.15 2.96

1986-81 0.22 0.19 0.09 0.00 0.55 0.32 0.00 0.56 1.32 3.26

1981-88 0.27 0.20 0.12 0.00 0.90 0.41 0.04 0.59 1.63 4.17

1988-89 0.33 0.20 0.13 0.00 1.04 0.29 0.00 0.90 2.94 C
J . V J

1989-90 0.28 0.2S 0.12 0.01 1.13 0.82 0.00 0.92 1.95 5.54

CM TOTAL 1985-86 0.13 0.40 0.10 0.34 0.9? C.3E ft ft ft I1.1 „ ft cp uD 1.82 4.93

CLASS A*B*C 1986-87 0.19 0.17 0.10 0.05 1.23 0.43 0.00 1.09 1.56 4.81

1987-88 0.25 0.20 0.09 0.05 0.8? 0.61 0.0! 0.95 2.18 5.20

1988-89 0.29 0.29 0.21 0.06 1.10 0.5 7 o.oc 1.01 0 f.7
L . J I 6.10

1989-90 0.25 0.23 9.03 0.07 0.33 0.75 ft ft1V . 1' 1 1.32 2.40 6.11
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Appendix

TEAS H u r . r a BLD.PLAB P A 8 H 8 G HE CONK. RflIT FS. I K . B . r a s n .  o t h b s TOTAL

m ffi TOLLS H i m PJtOPISTY BOS STD. SfiffS r a n . MR-TAI

HOdCSA CLASS A 1985-86 0 .37 0 .1 6 0.00 0.01 0 .2 5 0 .64 0.00 e.ic 6 .50 8. S3

1986-87 0 .02 0 . 1 5 0.00 0 . 0 4 0 .26 0.81 0.00 0 .16 6 . 0 9 7 .5 3

1987-88 0 .03 0 .22 0 . 0 9 0 .02 0.31 5.33 0 .00 * i4/ y.v . 1.61 3 .74

1988-89 0 .5? 0 . 3 9 0.00 0 .02 0 .66 1.10 0.00 8 .3 ! 2 .40 (. Itv* . *’*»

1989-90 0 .17 0 . 3 3 0.11 0.04 0 .42 1 .30 0 .07 0.47 4 .45 7 .36

H0HC8A CLASS B 1985-86 0 .07 0 . 8 6 0 .0 1 0 .01 0.41 2 .12 0 .02 0.37 1.81 4 .87

1986-87 0 .1 3 0 . 1 0 0 . 0 0 0 . 0 0 0 .94 2 .46 0.01 0.39 1.89 5 .9 2

1987-88 0 .17 0 .11 0 .01 0 .01 0 .66 3 .05 0.02 t 41 *
* . J l 7.01

1388-89 0 .2 6 0 . 1 3 0 . 0 2 0 . 1 5 0 .7 3 - 5 .28 0.05 £.46 2 .49 9 . 5 6

1989-90 0 .2 2 0 .1 7 0 . 8 2 0 . 1 9 1 .38 4.81 0 .12 0.42 2 .53 9 . 8 5

K0BC8A CLASS C 1985-86 0 .0 8 0 . 0 8 0 . 0 2 0 . 6 3 8 .08 0 .54 0.01 0 .35 2 .66 4 .44

1986-87 0 .0 9 0 . 0 8 0 . 4 0 0 . 0 6 0 .20 0 .75 0 .32 0 36 1.84 4 .11

1987-88 0.13 0 . 1 4 0 . 2 9 0 . 0 6 0 .10 0 .76 0.06 0.49 1.51 3 . 5 3

1988-89 0 .1 3 0 . 1 6 0 . 0 4 0 . 4 9 0 . 0 9 1.10 0 .06 0 .45 2 .5 5 5 . 0 6

1989-90 0 .14 0 .17 0 . 0 2 0 .67 0 .36 1.49 0.11 0.56 3 .19 6 . 7 2

m xk k m 0 . 1 9 0.11 0 .01 0 . 2 0 0 .24 1.04 0.01 0.25 3 . 9 5 6 .01

0 .07 0.11 0 . 1 3 0 .04 0 .44 1.27 0 .10 t.3 3.54 6 .0 0

0 . 1 0 0 .16 0 .1 ? 0 . 0 3 0 .35 1.49 0.02 C.4? ! .S6 4 .62

0 .34 0 .24 0 . 0 2 f- 2 ! 0 .50 2.31 0 .03 C.4! 2 .48 f.

0 .17
r, o*}

0 . 0 6 ? .68 'i
*  . J C 0.1C * .4s 3 .43 ? .?7



Appendix

C o i p o s i t i o n  01  Ob l  S o u r c e  R e m n e - C H A  A RON CKA H o n i c i p a l i t i e s

P ro p e rty  T a x /  O t h e r  T a x e s /  T o t . T a x  8 e ? /  Kon  T a x  R e f /  
O u nS o a r ce  R e ^ . O u n S o u r c e  R e ^ . O w a S o o r c e  R e T . O s n S o u r c e  R ev .

CMA C l a s s  A 19 8 5 - 8 6 7 3 . 2 2 4 . 3 5 7 3 . 1 7 2 1 . 8 3 1 0 8 . 0 0
19 86- 87 7 6 . 0 8 4 . 7 7 8 0 . 8 4 1 3 . 1 6 1 0 0 . 0 0

19 87- 83 7 6 . 1 0 4 . 6 3 3 0 . 7 3 1 3 . 2 7 1 0 0 . 0 0
19 88- 89 7 3 . 0 6 4 . 5 2 7 7 . 5 7 2 2 . 4 3 1 0 0 . 0 0
19 89- 90 7 2 . 6 4 4 . 5 9 7?  “>{ 2 2 . 7 6 1 0 0 . 0 0

C I A  C l a s s  B 19 85- 8 6 7 5 . 7 3 2 . 5 3 7 8 . 3 7 2 1 . 6 3 1 0 0 . 0 0
19 86- 87 7 3 . 0 3 4 . 2 4 7 7 Y/ 2 2 . 6 8 1 0 0 . 0 0
19 87- 88 7 0 . 3 6 5 . 3 0 If, ?f 2 3 . 7 4 1 0 0 . 0 0
13 83- 8 3 6 3 . 2 3 5 . 4 7 7 { 7 " r-c inL . J V 1 0 0 . 0 0
13 33- 30 7 3 . 7 5 4 . 7 ! 7 3 . 4 6 2 1 . 5 4 1 0 0 . 0 0

CHA C l a s s  C 1385-86 7 7 . 3 2 5 . 5 0 8 3 . 4 2 1 6 . 5 8 1 0 0 . 0 0
19 86- 87 8 1 . 7 7 4 . 2 0 8 5 . 3 7 1 4 . 0 3 1 0 0 . 0 0

13 87- 88 7 5 . 0 5 5 . 0 6 8 0 . 1 2 1 3 . 8 8 1 0 0 . 0 0
13 88- 8 9 6 9 . 1 3 4 . 5 3 7 3 . 6 7 2 6 . 3 3 1 0 0 . 0 0

19 89- 30 7 2 . 0 7 4 . 3 3 7 6 . 4 6 2 3 . 5 5 1 0 0 . 0 0
C IA  T o t a l 19 85- 86 7 4 . 6 4 4 . 0 0 7 8 . 6 4 2 1 . 3 6 I C O . 00
C l a s s  A+B+C 1 3 86- 87 7 5 . 5 2 4 . 5 2 8 0 . 0 4 1 9 . 9 6 1 0 0 . 0 0

1387-88 7 4 . 2 3 4 . 3 0 7 3 . 1 3 2 0 . 8 7 1 0 0 . 0 0

13 8 8 - 8 9 7 1 . 3 7 4 . 8 5 7 6 . 2 2 ■ 2 3 . 7 8 1 0 0 . 0 0
1 9 89- 9 0 7 2 . 9 8 4 . 6 1 7 7 . 5 3 2 2 . 4 1 1 0 0 . 0 0

* 0 8 C 8 A  C l a s s  A 19 85- 86 6 1 . 1 2 6 . 1 2 6 7 . 2 4 3 2 . 7 6 1 0 0 . 0 0
1 9 86- 8 7 6 7 . 2 7 6 . 0 5 7 3 . 3 2 2 6 . 6 8 1 0 0 . 0 0
1 9 87- 8 8 7 6 . 3 3 8 . 7 1 8 5 . 1 0 1 4 . 3 0 1 0 0 . 0 0
1 9 88- 8 9 7 3 . 1 1 8 . 0 0 8 1 . 1 1 1 8 . 8 3 1 0 0 . 0 0
19 8 9 - 9 0 6 6 . 5 6 ' 8 . 5 6 7 5 . 1 2 2 4 . 8 8 1 0 0 . 0 0

RO ICHA  C l a s s  B 19 85- 86 6 9 . 3 3 6 . 2 8 7 5 . 6 8 2 4 . 3 2 1 0 0 . 0 0
13 86- 8 7 6 6 . 7 3 6 . 3 3 7 3 . 0 6 2 6 . 9 4 1 0 0 . 0 0
19 87- 88 6 5 . 3 8 6 . 3 3 7 1 . 7 2 2 8 . 2 3 1 0 0 . 0 0
19 88- 89 6 2 . 5 5 5 . 3 5 6 7 . 3 0 3 2 . 0 9 1 0 0 . 0 0

1 9 89- 9 0 6 8 . 4 0 4 . 8 1 7 3 . 2 2 2 6 . 7 8 1 0 0 . 0 0

M0SC8A C l a s s  C 19 85- 86 6 1 . 3 0 7 . 4 8 6 3 . 3 8 3 0 . 6 2 1 0 0 . 0 0
1 9 86- 87 6 6 . 7 0 7 . 0 9 7 3 . 7 3 2 6 . 2 2 1 0 0 . 0 0

1 9 87- 8 8 6 8 . 7 0 8 . 1 0 7 6 . 3 0 2 3 . 1 3 1 0 0 . 0 0

19 88- 89 6 3 . 0 1 8 . 0 1 7 1 . 0 2 2 8 . 3 7 1 0 0 . 0 0

1 9 89- 9 0 5 7 . 4 7 7 . 5 8 6 5 . 0 6 3 4 . 3 7 1 0 0 . 0 0

ROSCRA 1 9 85- 86 6 3 . 6 3 6 . 4 7 7 0 . 1 6 2 3 . 8 4 1 0 0 . 0 0

C l a s s  A+B+C 1 9 86- 87 6 6 . 3 9 6 . 3 6 7T *»rj . -• j 2 6 . 6 5 1 0 0 . 0 0

1 9 87- 83 7 1 . 0 8 7 ■»<) 7# ?. 7 2 1 . 1 3 1 0 0 . 0 0

19 88- 83 6 7 . 3 5 7 . 1 ! •’ I iC ■ t Of I Il v . J n 1 0 0 . 0 0

1 3 89- 30 Cf « 1 V % . I  * 6 . 3 4 1,1 : 1 21 .V 130.00

70



CHAFTE3? V

FINANCING OF URBAN SERVICES

I .  Introduction

Analysis in the preceding chapter lias revealed that the growth 

in own source revenues of the local bodies is not commensurate with tte 

growth in their current expenditure requirements. The failure of 

revenue receipts to cover even revenue spending of local todies has 

resulted in deterioration of services. When grants are included, 

however, local bodies achieve budgetary balance or surplus.

As it  is noted earlier, the mismatch between expenditure 

responsibilities and own source revenue need not wholly be on account of 

inadequate resource mobilisation efforts at the local level but equally 

on account of factors such as: provincialisation of local tax base and 

excessive regulation on revenue raising powers of local bodies. The 

practice of taking over local tax jurisdictions by the State governments 

is  now common in most States in India. What is more, the revenue 

sources that are taken away are generally the more buoyant ones. This 

has resulted in increasing the dependence of local bodies on revenue 

transfers from the Statoj.

The reasons for shifting revenue powers fre® local bodies to the 

States seem to lie in the reservations about the capabilities of local 

bodies in exercising revenue raising powers already with them iSagchi 

1991). It is alleged that local todies have failed to exploit their 

existing sources of revenue to the full extent so as to prow that th*ey 

are capable of :&anagir4i increased res-'-ur er effectively.
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Lew and unrevised rates and huge arrears of Municipal taxes seerri 

tc> strengthen this view (N.R. Rao 1986). This is particularly true in 

the case of West Bengal (T.K. Banerjee, 1989). The West Bengal study 

revealed that "roost of the sample local todies were generating grossly 

inadequate internal resources though there were considerable avenues 

available for exploitation. There was gross undervaluation  of 

properties and collection efforts were often lagging; user charges had 

not been levied and many schemes with revenue earning potential such as 

markets and slaughter houses were losing money".

Broadly speaking. there are two types of i nstruments for 

mobilising revenue internally viz; taxation and non-tax charges. The 

former has generally been more frequently used particularly in 

developing countries while the latter remains relatively unexplored. As 

has been mentioned earlier in Chapter 3, in the face of growing rigidity 

in the tax revenues it is imperative to explore alternative sources of 

revenue to supplement the r«n source inconfe of local bodies. One such, 

often suggested, revenue source is user charge.

The present chapter attempts the following;

i . To examine the appropriateness of user charges at financing 

local services,

i i . To- examine the existing rriechan i sins and systems .of charging 

lor certain local sei'ViCr.-s, anoi

ii i .T o  sxaniin<s t.h* 5cope for rationalising cost recovery of 

services with a view tc improve financial viability of local 

bodies.



I I .  Options fo r  M obilising Revenue

Broadly, thare may be two ways of increasing internal revenues 

of local bodies; or*e, by rationalising the existing sources of revenue 

and two, by tapping new sources of revenue.

A more efficient use of existing sources of revenue ratter than 

seeking new sources of revenue is often argued especially in the case of 

developing countries (R .S . Smith 1374). However, one may take a 

position that reliance on the latter may be inevitable due to factors 

such as growth of cities in the long-run, changing consumer preferences 

and political compulsions in not fully exploiting the available sources 

of revenue. But, it  is unlikely that a uniform prescription can be 

contemplated which wuuld fit equally well for local bodies in a country 

or even within a region. The scope and success of these two methods in 

various Municipal todies would largely be determined by the local 

circumstances. For instance, while it may be too hard for a local tody 

to start charging for something which is once given away almost free or 

even rationalise the present base on which a charge is imposed, there 

may be prospects of success in imposing rational prices for new 

services, though initially on a limited scale.

I I I .  Equity , E ffic ien cy  and Revenue Potential o f  User charges

j

A revenue raising instrument may be evaluated against one or 

more of the following considerations; the ability to raise revenue, 

efficiency, equity and administrative feasibility. These are discussed 

in the context of appropriateness of user charges at fin anc ing  

expenditure.

While equity, efficiency and management of revenue instruments 

are important issues, their ability to raise funds is often a major 

concern of local bodies. Ability to raise revenue may be interpreted in 

terms of both potential for nobilising resources at any given point of



time and the elasticity of charge with respect to changing economic 

conditions. So far as revenue potential is concerned, user charges have 

the potential to develop as an important source of local revenue. 

Because (i) in India, local todies generally enjoy greater autonomy in 

respect of levying and fixing user charges than that of taxes and (ii) 

it is viewed that beneficiaries would often be more willing to pay user 

charges if  they are assured of corresponding improvement in access and 

quality of services.

As it  is known, inflation and/or demand for service puts 

pressure on the expenditure needs of local bodies. Since user charges 

are generally tied to the quality arid quantity of service consumed, any 

increase in demand for services is likely to result in enlarging the 

revenue base. Income elasticity of demand11 for a particular service 

would determine the responsiveness of user charges with respect to 

changes in income. However, to protect user charges against inflation, 

periodic revisions in user charges may be required.

User charges besides being a potential source of revenue can 

also play an important role in ensuring e ffic ien t  use of services. 

Unlike taxes, user charges would generally offer more scope for checking 

excess demand for services as th-y are tied to the quantity of services, 

consumed.

It is often argued that charges based on benefit principle may 

not be desirable when redistribution is a policy objective. However, 

contrary to these contentions it. is viewed that charges may actually 

help achieve distribution objectives in the case of certain under priced 

services which disproportionately benefit the rich and thus stimulate 

inequity . As Netser noted;

Consequent upon either increase in mui/cer . conou/f>rrs or inconzr.

n  a
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"It  is often objected that rationing by price is specially hard

on low income people. Tliis is not always the case. Often the heavy
\

users of public facilities amenable to pricing are not the poor. The 

poor do not drive cars to work, nor do they have large lawns to water; 

they tend not to be users of golf courses, or the predominant consumers 

of higher education. When such services are subsidized middle-incoroe 

households are often being subsidised, frcec taxes paid in good measure 

by low income people. Moreover, if  there are alternatives to the 

services for which a high price is being charged, it is difficult to 

agree that the poor are really being heavily burdened. Finally, there 

are better ways to help the poor than by failing to charge adequately 

for services they consume in miniscule quantities" (Quoted in E.M. Bird 

1976).

There is also a reason to think that if supply of a service lags 

behind the demand for it, rationing is inevitable. If demand is not 

rationed by adjustments in price, it is the influential who are more 

likely to gain access tc- the limited supply of services. In this 

situation, the defeat of redistribution objective would clearly be 

attributable to the failure to levy user charges. Subsidy may not, 

however, be ruled out in the case of certain services where it is feared 

that user charges would force people to consume less of these services 

than considered desirable. What follows from above is, that the basic 

issues in user charges would be to: (i) identify services for which user 

charges can be levied, (ii) identify services where subsidy would be 

necessary arid (iii) to examine the ways of targeting subsidies to the 

poor.

In this context, observations of R.M. Bird are worth noting "The 

distributional aspect of pricing gives rise to a practical question of 

identification of public goods where under-pricing would be necessary. 

Ctoe nay wish to use the pricing of water as part of a distribution 

policy, the same case can, however, be made for subsidising sanitation, 

transport, milk etc. Further, if  free access to water can be a basic
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human right, then a similar case can be made with regal'd to otter basics 

such as food, clothing and shelter. It follows from this that though 

there is a scope for under-pricing in the case of merit goods, there 

should not be any presumption that a ll  public goods should be 

under-priced. Some subsidies are likely to remain but these need to be 

targeted primarily to the poor ratter than dispersed across the entire 

population", (R.M. Bird 1976}

Unlike taxes, user charges are easy to administer in principle. 

Public resistance towards user charges is said to be the real obstacle 

to increased reliance on the same. However, contrary to this contention, 

it lias teen held that it is the inadequate level of services ratter than 

user charges which leads to the refusal of consumers to pay for the 

services. Public attitude towards user charges is expected to improve 

further provided there is gradual improvement in the quality of services 

and also a corcrnitroent to cut costs. 1 2  in the absence of competition, 

performance obligation on public providers will have strong positive 

effects on efficiency. Also, keeping the public informed about the 

management of their own money would help in. winning their confidence and 

thus their co-operation. Public involvement and participation can be 

instrumental in the success of various schemes of local bodies. 

Additional benefits of this would be efficient use of publicly supplied 

goods, as then, people wi],l have a feeling of (Ownership. However, the 

transitional phase of changing from one system to another cannot 

obviously be free of problems. To patiently bear with these problems, 

an environment of mutual understanding, sharing and winning confidence 

would be most essential.

In this context, politicians assume an important role. The 

usual reason given by them for departing  from user charges is 

distributional aspect. In this context, as indicated earlier, it may­

be pointed out that the tendency on the part of politicians to provide

12. Cost inefficiency is a corunon feature of most public utilities in
India.
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services free in the name of distributional objectives may actually 

result in worsening the distribution t}jar. would otherwise take place. 

Therefore, there is a need to adopt a policy with regard to introducing 

distributional dimension in the pricing of public goods. "Though it is 

a matter of debate as to which of the two; in-kind subsidy or cash 

subsidy is more desirable over another for income distribution goals, 

but for obvious reasons underpricing of service or providing free 

services is easier to attain politically thar. an explicit redistribution 

of income" (R.M. Bird 1976). Perhaps fcr this reason there is a 

tendency among the local bodies to opt f or the fonrer.

"H igh ly  v is ib le  improvements in the quality of services,

. publicity campaigns, and gradual rather thar. sudden increases in user 

charges have been found to reduce political inertia". These contributed 

to a large extent in achieving increase in water revenue in Bangkok 

(World Development Report, 1988). It may b-e worth drawing upon the 

Bangkok experience.

IV. Issues in Application of User Charges

The introduction of user charges raises the following practical 

questions; (i) how to identify services which are more appropriate for 

application of user charges? (ii) what price should the local bodies

charge for the services provided by them?
i

It  is often suggested that application of user charges is 

desirable in the case of services which can be divided into purchasable 

units and where the individual user can t*= identified (World Development 

Report, 1988). These services can te both raerit goods such as, water 

supply, sewerage, solid waste disposal, health and education, and 

others, like electricity, transport, markets, and parking facility.
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In India, Task Foret- (1933) has identified certain services for 

which application of user charges is considered to be easy and gainful. 

These services include; water supply, sewerage, solid waste, disposal, 

area development, shelter and urban renewal. Success in charging users 

for these services would, however, depend on the economic and social 

characteristics of the users. Elasticities of demand for services with 

respect to income and prices will indicate tbs extent to which local 

bodies can rely on user charges for financing services. Since no worth 

while estimates on income and price elasticities  are available for 

India, to begin with the experiences of some local bodies in India and 

otter countries may be taken to serve as a guide.

The determination of price depends on the choice of both 

recoverable cost and pricing policy. So far as the determination of 

recoverable cost is concerned, practically, there is no clear cut policy 

in India. It is viewed that the nature of service should be a major 

consideration in determining the cost to be recovered from local 

population. For instance, since benefits of water supply spill over to 

the floating population especially in large cities, distribution of the 

total cost of water supply among local population may not be justified.

The choice of pricing policy would depend on the objectives
i

pursued. In literature, various methods of pricing are discussed. If 

full recovery of all costs is desired, average cost pricing must be 

fo llow ed . However, average cost pricing is not consistent, with 

efficiency considerations, thus for achieving the same, it would be 

required to set prices at marginal cost. As elegant as marginal cost 

pricing would appear in theory, its design and application in practice 

has proved difficult. It leaves '.pen two important questions: First,

how to handle pricing of service which have externalities? Second, how 

to determine the correct price when production of services faces either 

economies or diseconomies of scale? Efficiency would require variation
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in price when changes in cost occur- This would lead to unstable 

prices, which on the one Viand may he inconvenient for consumers and on 

the other not feasible administratively.

In India, there is no clear-cut policy on user charges. Charges 

for most of the services provided are based on the rateable value of 

properties. Probably water supply is the only service f:-r which charges 

are somewhat based on the Quantity of water consumed. Existing 

practices in the pricing of three services namely; water supply, 

sewerage, and solid waste disposal are illustrated below

V . Water Supply

Provision of water supply Is one of the obligator3' functions of 

urban local bodies in India. Until early 60's the provision of water 

supply was completely in the hands of local bodies. However in raid 60’s, 

a change in the institutional arrangement of water supply was witnessed. 

In some States, the State level antonymous bodies were established to 

undertake both production and supply of water for instance, the Jal 

Nigam and Jal Sansthans in Uttar Pradesh. In other States, such bodies 

only shared the responsibility of providing water. In general, these 

State level bodies undertook the planning, designing and construction of 

capital works while the task of distribution of water, raintenance of 

the system and collection of water charges reminded with Municipal 

bodies, barring a few Municipal corporations in Maharashtra and Gujarat 

which undertake the capital works r-lso.

•jo far as the financing ot water supply projects is concerned, 

it tes been noticed that finance for .capital works of water system is 

provided by the State agencies. Of which about one third or more is 

constituted by the grant while the remaining is loan. Cor.seQuently, the 

responsibility of local bodies is restricted only to debt servicing.



Thus, in general, the expenditure incurred on water supply by 

the local bodies may be divided into two broad categories, namely; (i) 

the operation and maintenance expenditure and (ii) the repayment of loan 

and interest on the same.

However, it has been found that in the case of roost local bodies 

in India, the receipts from water supply are not adequate to meet even 

operation and maintenance expenditure. Only in rare cases, local bodies 

were able to generate funds internally to repay capital loans (NIUA 1901 

and NIPFP 1990). It is probably due to this reason that, in India, cost 

recovery through direct charges on consumers has generally been 

visualised with respect to operation and maintenance costs, barring a 

few World Bank assisted Water supply projects, where the emphasis lias 

teen also to recover the part of capital expenditure.

As regards charging for water supply, both a ilat rate and a 

rising block rate (which increases with the increase in quantity of 

water consumed) charge is used. While the former raises efficiency 

issues, the latter violates equity principle especially when the demand 

tor water is more sensitive to household size than income.

Measurement of consumption or water lias taken mainly three forms

in India. First, is based on the rateable value of property. The

second method is based on either the number of taps or ferrule size 

^hile the third is based on tliT ' uaI consumption as recorded m  water 

meters. Water connections m  India are usually uiimetered resulting in 

greater dependence on the first two methods tor rneasuring water 

consumption.

Ir. the case of non-metered water supplies, a fixed charge based

■on either rateable value ot properties or terrule sise/number of taps is

-evied. Charges for irietered supply of water generallj' comprise of two 

parts'• a) meter tax and b) water charge. Besides these charges, there
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are some one time charges v is ., water connection fee, installation 

charges etc. , which are eomrô n to bcih metered and non-metered water 

supply.

Fixing water rates i,s perhaps the most d ifficult  task which 

water supply bodies face. In India, there is no uniform and/or 

established method for calculating water rates. Water rates operating 

in various local bodies seem to te governed more by p o lit ic a l  

convenience than socio-economic considerations.

In an exercise for the fixation of price of water, the first 

stage invariably is the estimation of recoverable costs. As indicated 

earlier, water supply bodies/agencies m  India differ greatly in their 

policies in respect of determining the- costs which is to be recovered. 

No sound principle seem to be followed in this regal'd.

It  must be pointed out that the reasons for the gap between 

receipts and expenditure on water supply lies not only in the inability 

of local bodies, to be able ish adequate water rates tut it

could equally be on account of poor collection mechanism, wastage of 

water as a consequence of poor maintenance of the system, high and 

rising costs, poor base of charge and poor level of service which could 

be a result of either lax administration or lack of funds for proper 

maintenance or both.

The next section first examines these in the context of water 

supply in the Calcutta Municipal Corporation - and particularly in the 

(-'Tilcutta city - and fc»_usas on ar-iax which water supply system faces 

problems and finally , suggests :h:-;_ges for improving the financial 

viability of the same.



VI. Water Supply in the Calcutta Municipal Corporation

(i)

In Calcutta Municipal Corporation, the average water supply lias 

teen around 210 million gal Ions *er day (mgd) over the last few years. 

The population of CMC is 43.88 lakhs1-, therefore, the present per 

capita water supply comes to .'(tout 211 litres (inclusive of losses) 

daily. This may te considered reasonably high when compared to the per 

capita water supply in otter tig cities of India; Delhi (160), Bombay 

(,150), Bangalore (90), and Lucknow (90}, {ooveiTiment cl West Bengal,

1991).

Of the total water supplied, 90% is generated by the CMC and the 

remaining is p’urcliased trcm other water works. However, the task of 

distribution of water lies with the Calcutta Municipal Corporation 

(hereafter referred as CMC).

^he CMu is ohctiacteri.ue‘_: iy three features as far as water 

supply is concerned.

supply of both filtered and unfiltered water; 

supplies tliiV'Ugh streei "tails’, and 

a large number of street ha?id pump-s.

Oi'ie of the interesting features of water supply in Calcutta is 

provision of unfiltered water for privy flushing, car washing, fire 

fighting and watering the lawns, etc. Unfiltered water is reported to be 

provided in all areas West, of college street at very nominal charges 

lsee Table t-.l). The ^tntuix, of unfiitered water supplied is about 75.-80

13. 1991 Census.



rr£d. which is directly pumped from the river. Besides unfiltered water, 

there is a filtered water supply. To provide filtered water, raw water 

is drawn from three main sources.

a. from Talla and Palta; about 160 mgd;

b. from garden reach, about 35 mgd; arid

c. about 25 mgd from ground water.

(ii) Coverage and thn Standard of Water Supply

The filtered  water supply is reported to cover the entire

population of Calcutta city. However, informal enquiries revealed that

many colonies, particularly many of the slums, have not been covered 

with filtered water supply. Therefore, people are using either 

unfiltered water supplied by the CMC (this water is not fit  for 

drinking) or otter public sources like wells, ponds. In general,, the 

standard of water supply is considered to be poor. This has led people 

to look for alternatives. Many households have installed their own bore 

wells, tube wells, etc. Those, who cannot afford these expensive 

alternatives, still depend on the water supplied by the Corporation 

except for drinking which is drawn from street handpumps maintained by 

the Corporation.

There does not seem to be any practice of maintaining any record 

of quantum of water supplied  through standposts and in-house 

connections; distribution of water between domestic and non-domestic 

uses; and population dependent on private bore wells etc. In the 

•sbssne* of ths above information, it is difficult to evaluate a general 

impression which has built up over tirre that in Calcutta, the dependence 

of population on Corporation water has been declining over tint. This 

trend is said to be mere pervasive in new colonies, among high income 

groups aid non-dorrj&stic users.



The picture that err^rges from the above discussion is that while 

per capita water supply is adequate, the standard of service is 

generally poor. Consumer dissatisfaction from water supply is stemming 

due to both low water pressure and poor quality of water. The practice 

of drawing drinking water from street handpumps and low height of 

in-house water taps provides good evidence in favour of the above.

Though low water pressure is quite an irritant but what causes 

serious concern is  the poor q uality  of water which cannot'be 

compromised. At the level of the generation of water, it is generally 

expected that the quality of water is regularly checked and adequate 

measures are taken to match it with the standards prescribed, before 

pumping it  into the distribution network. Then the possibility of 

deterioration in the quality of water is only at the distribution level. 

Which is likely to be due to leakage in piping network carrying water. 

In the case of leakage, there is a possibility of sewerage water, rain 

water or unfiltered water finding its way through filtered water pipes, 

thus affecting the quality of water. It is a common knowledge that water 

supply system In Calcutta suffers badly from lack of maintenance. A 

study by Nagpur Environmental Research Institute in the mid 70s also 

reports that in Calcutta, 30 per cent of the water supplied is wasted 

through leakage and other deficiencies in the distribution mechanism, 

which causes both loss of water and deterioration in the quality of 

water.

(i i i )  Trends in Revenue Receipts and Expenditure on Hater Supply

The table given below presents revenue receipts and e x p e n d itu re  
on water supply in the CWT.



Table V.l

(Rs. lakhs)

Year Receipts Expenditure Deficit

(-)

Revenue as % 

of Expenditure

1987-88 392.71 3023 2635 13

1988-89 423.1 0 1 0 * 7  A / . ** 2704 13.5

1989-90 446.1U 3526.65 3080.5 13

1990-91 - - - -

1991-92 451.25 4198.54 3747.29 11

It is apparent in the aLove table that tit CMC is suffering a

loss, as the receipts on account of water have fallen far short of the

expenditure over the years under study. What is more, the imbalance

between revenue and expenditure has grown over tirr>:. For, the deficit

has increased from R s .2 ,635  lakhs in 1987-88 to Rs.3747.29 lakhs in
I

1991-92. Receipts from water supply as a proportion of expenditure 

remained steady at about 13% during 1987 to 90. It has however, fallen 

to 11 per cent in 1991-92. Evidently, a large subsidy is provided in 

makiiig water supply available.

(iv) Factors Dndp.rlving Poor Rnvnnup from Vfater Simply

The growth of receipt from water supply may suffer as a result 

of i othisr c 1 *. .. -r oivr oi~ of followiiig.

a. poor collation ol' th: demand,

b. poor growth of tlie demand itself because of lack of 

growth in the- base-,

c. low rates of tariff, and

d. lack of periodic revision in ths tariff.
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a. Decline in Collection Efficiency

To form an idea about col]ection e f f ic ie n c y , information 

regarding collections rrade in a year cut of curr- .t demand is required. 

Unfortunately these data are nei Uier published in any of the official 

publications of the CMC nor was it available with Water supply 

department of the same Given =. functionally neutral reporting ./stern,

it is difficult either to keep h check over collecting staff or ensure 

adequate enforcement.

Further, under ti^ law, pennission of the Corporation lias to be 

obtained for each tube.' well sunk by private individuals/industry, etc. 

which runs by power. A license fees lias to be paid annually (see Table 

V . 3} as prescribed in the CMC Act. The failure to obtain permission 

regarding tiie above entails a fine. The permission is however, rarely 

taken. The Corporation seldom impose any fine for this default. In fact 

nc -ttenpts are made to catch those evading the law. The department 

does net seem to be maintaining a record of those tubewells for which 

permission is obtained. What tollows frofi. above is that on the score oi 

e ffic ien cy  in enforcement and collection  of water charge, th-̂  

performance of CMC is particularly weak.

b. The Base of Water Charge in the CMC

In : "MC, unliKe m  most parts of India, the base on which the 

water charge is levied is determined in two stages. In the first stag-: 

the base determination seems to be guided by the principle of the 

ability to pay, which is measured in terms of the annual letting value 

-f t.he property. With a view to introduce a measure ol progressivity, 

the CMC decided tC' impose water fee only or: holdings with an annual 

valuation atove Rs. 2,999 (as on ."■! August, 1386} in tlie Calcutta city, 

the rest were exempted on the pie-* of exempting tlie econoimca 11 y weaker



sections from paying water cĥ rg-.  ̂ used for domestic purposes. Following 

this method only 41,669 holdings (27 .3%  of total holdings) in the 

Calcutta city were liable to pay water charges.

In the second stage, the degree of progression was increased.

For, of the 41,669 biddings only tr-ose holdings which had above 15mm

diameter ferrule connections were liable for water charge and the rest 

were exempted. This further reduced the base to 16.5% of the total 

holdings in the Calcutta city.

Any property with an in-house connection should be brought into

the water charge net. The exemption first on the basis of the annual

letting value and then on the size of the ferrule makes charging for 

water highly progressive, which may be undesirable in view of its

i 11-effects especially on the growth of revenue. As the size of the 

ferrule which controls the volume of water supply to a premises is 

linked to the annual letting value, a greater quantity of water is 

supplied to holdings with large annual value. A progressive water rate 

structure based on th size of the ferrule should be able to take care of 

the distribution objective.

c . Lack o f  P er io d ic  Revisions in  the Hater Rates

What affects the level :f  revenue from water supply is not 

merely the laxity  in collection or poor base but also the lack of 

revision in water rates. In Calcutta, roughly about 10-15% of the total 

quantity of water supplied is charged by metering. Water is metered 

only in the case supply to souk institutions, industries, etc. Water 

supplied to domestic category :f  users is totally unmetered. At 

present, the domestic consumers are charged for consumption of water on 

the basis of the size of ferrule. Though this system provides for 

charging higher water rates for a larger volume of water supply, it 

offers a low potential for growth as unlike consolidated rate it is not



tied to the base which would r-spend to the increase in income or 

inflation. Therefore to protect receipts from water supply against 

inflation, periodic revisions are necessary.

The imposition of water charge on domestic non-metered supply 

has a brief history. Prior to the 1980 amendment of the CMC Act, the 

corporation was not empowered * recti y realise any charge or fee for 

the domestic non-metered -supply of water. The CMDA in 1982 approved the 

imposition of water rates as a measure of cost recovery for water- 

supply. It was agreed upon that by 1st November 1983, the CMC would 

increase the rates for metered non-domestic users from Rs. 5 per thousand 

gallons to R s .ll , introduce a graduated rate for domestic unmetered 

connections based on ferrule sizes, and start annual licensing for all 

new private tube wells. Some positive actions were taken by the CMC on

the above lines. For instance, an annual fee for domestic consumers was

introduced in January 1986. Rates for metered non-domestic users were 

revised and an annual license fee for private tube wells was introduced 

(for rate structure see Table Y.3 and V .4). It must however, be noted 

that since then no revision in these rate has been made. Clearly, this 

lias had an effect on the growth of revenue from water supply.

d. Water Rates

What should be the level of water rates? What should be the 

degree of progressivity in water rates? In India, answers to these 

questions are generally a matter of political judgement. However, in

principle, fixing of water rates, ousht- to be governed by the following

: -vO i i f  ][ C’.'i/crfc. j.xc-cr;Qjy . o ;■ c-v*.. econorny in the use of

water and e) discouraging the use of contaminated water.

In order to achieve these •:bjectives, it would be appropriate to 

introduce progression in the rate structure and charge a low rate for 

water froru pcor people who need t: to subsidised The. cost of water £*=r 

unit w:*uld, however, have a to an or. the level ...f water rates. A



comparison of water rates in th..- CMC and other Municipal bodies gives an 

idea of the level of tariff in the CMC. Water rates given in Table V.4 

reveal that when compared with the water rates in other Municipalities,, 

the CMC has relatively higher water rates for both domestic and 

non-domestic users14 . Now, it  is important to note that even with 

higher water rate stri.icti.ire, the performance of CMC in terras of recovery 

ratio (revenue as % of expenditure) is disappointing with about 13% 

recovery which is lowest in the list of 15 local bodies i,see Table V .5).

Thus, it may bs seen from above, that the problem of low level 

of revenue from water supply in Calcutta is more due to inefficient 

recovery mechanism and poor revenue base rather than low rates of water 

tariff.

VII. Cost of Water Supply

The causes of rising gap between revenue and expenditure may not 

only lie in the inability of water bodies to raise adequate revenue but 

it may equally be due to financial inefficiencies resulting in high 

costs. In this prospective, this section focuses on the following:-

(i) cost of per unit of water in tba CMC, vis-a-vis, some other 

local bodies.

(ii)revenue from per unit of water in the QIC, vis-a-vis, some 

otter local todies.

As is apparent, in T'abis b.6, in the CMC the cost of supplying

1 , U00 litres of water is Rs. 1.04 which is highest when compared to the

cost of water in other local bodies. The table also shows that in fcMC, 

the revenue from per unit water supply constitute only a small 

proportion of total expenditure on the same. What is more, revenue from

14. Except in Pali and Sirsa where for non-domestic metered supply,

water tariff is higher than that of in Calcutta.
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per unit of water is lowest m  the CMC resulting in a very high 

operating ratio. Further, in terms of population, the CMC is largest 

among the local bodies under consideration. Highest expenditure on per 

unit of water supply in the C M C  indicates there are no economies of 

scale.

It may also be noted from Table V .6 that local bodies show 

significant variation in respect of per unit cost of water supply. It 

ranges from Re. 0.17 in Pali to Re. 0.83 in Dhoraji and Rs.1.04 in CMC 

which is also the highest. There is a reason to think as to why costs 

of water vary? There are various factors which rtay affect the per unit 

costs of water, namely; sources of water, water table, terrain, 

population density, quality of water, choice of technology and per 

capita average and peak water requirements. These factors would 

generally be at variance in any two towns. Thus, making a comparison of1 

per unit costs of water is difficult.

However, many factors such as - water table, availability of 

water from the river, water quality, population density and per capita 

water demand/supply - which will have a significant effect on the cost 

of water supply seem to be more favourable in the case of CMC than in 

other local bodies for instance, Bhopal, Dhoraji and Hoshangabad15 .

VIII. Summarising

In this section, we analysed mainly, the factors affecting the 

financial position of water supply system in QIC. The analysis showed 

that —

i. Recovery from provision of water is poor. This is mainly 

due to two reasons; ia) inefficient collection machinery (b)
I

poor level of service which led to increasing public 

resistance to pay for the service.

15. NIUA, 1991 for details stout Bhopal, Dhoraji and Hoshangabad.
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ii. Cost of per unit of water is rather high, causing a further 

increase in the gap between revenue and expenditure.

The above findings suggest that:-

i. There is no escape from enlarging the base of water charge.

i i . Efficiency in delivery of service and collection of revenue 

needs to be improved. Regular monitoring from the point of 

view of expenditure control and improved reporting with a 

view to reducing leakage of Municipal revenue will go a long 

way in improving the financial viability of water supply 

system.

ii i .V is ib le  improvements in the quality of water supplied 

through in-house connections w ill reduce the demand for 

street handpumps. Maintenance of these, probably consumes a 

substantial share of total expenditure on water supply. 

However, in slums and other areas where water supply is 

inadequate, street handpumps will remain.

iv. In view of the fact that about 30% of the total water 

supplied is wasted through leakages, etc. and also that a 

substantial quantity of water is consumed by the fleeting 

population and slums in Calcutta, full cost recovery from 

local population may not be justified. A part of the total 

expenditure will have to be financed either by grants or 

general taxes or both.

IX. Charging for Sewerage

There are basically two bases to determine consumption of this 

service (i) water consumption tags (metered or non-metered) as the case 

may be and (ii) water bill. Methods of charging for sewerage include
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(a) a surcharge on the rate or price per unit of water (b) a surcharge 

on water bills and (c) consolj viated rates. In West Bengal, sewerage 

charge or tax is combined with the general property tax which is based 

on the rateable value of property. In Madras and Bombay a sewerage 

surcharge is levied. Which is L’0% of the water charges in Madras, 

bimilar policy is regard to charging for sewerage has been adopted in 

many other local bodies. Often higher rates are charged from commercial 

and industrial users in the form of pollution abatement taxes. However, 

the base on which charge is levied is taken to be water intake (NIPFP 

1989). In general, cost recovery from sewerage is extremely poor.

To improve the cost recovery of sewerage in West Bengal, it may 

be desirable to fix sewerage charges on the basis of average cost of 

operation and maintenance of this service, rather than on rateable value 

of propertyi«. User charges for sewerage may either be linked with the 

actual consumption of water (for metered supply) or with the ferrule 

sise/water b ill  where water supply is not metered. In the case of 

households who have not taken municipal water supply and thus depend on 

private handpuraps, tubewells etc. sewerage charge may be linked to the 

the annual fee levied on private tubewells. However, households who do 

not have either in-house Municipal water connections or private 

electricity run borewells rray be exempted.

X. Solid Waste Collection and Disposal

Solid Waste collection and disposal happens to be one of the 

very expansive items of expenditure on revenue budget of local todies. 

This activity generally involves three stages; one, house-to house 

collection, two, collection f r o p r i m a r y  dumping points and three, 

transportation and final disposal . A number of lr-cal governments in 

developing countries exercise their responsibility for refuse collection

1G. Problems of valuation of properties are known to have constrained

the base of property taxati n and many otVrr taxes which are based 

on the rateable value of pi* pvrty.



and disposal by contracting out to private firms. However, only a few 

local bodies practice house-to-house collection. For instance, Bhopal 

Municipal Corporation does it in certain colonies. Generally, especially 

in large c it ie s , households/organisations/ etc. are responsible for 

depositing refuse at the primary dumping points. For doing this private 

services have frequently been used. Private collection of refuse to 

primary dumping points. For doing this private services have frequently 

been used. Private collection of refuse involves arrangements between 

the consumer of the service and the provider of the service, without the 

mediation of the government. Such a system involves door to door private 

collection of refuse which is disposed off at a certain point (generally 

demarcated by local bodies) to be collected by the governmental unit for 

final disposal. Often voluntary agencies have also undertaken solid 

waste disposal. For instance, in some parts of Madras, a voluntary 

agency has undertaken sweeping of roads, solid waste collection and 

disposal. Private sweepers and ragpickers have been involved in this. 

Expenditures incurred are met by the voluntary contributions from 

households.

The following methods have generally used to finance solid waste 

collection and disposal.

1. From revenues co llected  through g e n e r a l  tax e s  ox* 

appropriations are made from revenues obtained from property 

taxes.

2. Miscellaneous z*evenues: These may include, proceeds from 

sal* of collection privileges, sale of' garbage, sale of 

manure etc.

3. Container rental charges: Some Municipalities provide

households with containers for collecting refuse. A rental 

is charged for the container, to recover the cost, of 

emptying, sen/icing and replacing the containers.



Financing solid waste disposal through the property tax and 

other general taxes, is the most common procedure in India as well as in 

many otter countries. In fact, in India the third method viz; Container 

rental charges has not teen tried so far. However, sale of garbage, 

manure and sale of refuse collection privileges have been practiced.!

Local bodies have also adopted different methods of setting fees 

for refuse collection service. Some are based on the estimated or 

average cost of conducting the collection and disposal, others on the 

benefits received by the individuals or properties served. In India,

charge for this service is tied to the annual value of properties. In 

pricing of refuse collection and disposal various methods of measuring 

the use/consumption of this service have been employed by the local ■ 

bodies. These include:

1. Number of I'ooms in a building

2. Number of dwelling units or apartments in a building

3. The number of containers.

4. The size of containers

5. Floor space in the building served

For the purposes of cost recovery we suggest delinking of

scavenging/conservancy tax from the property tax and imposition of a 

separate solid waste collection and disposal charge. The charge should 

be imposed on the basis of waste generation. It may be determined on

the basis of floor space in the building served. Annual rental charge

on municipality owned containers may also be tried. To overcome 

administrative problems, collection of rental charge nay be delegated to 

individual wards.
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XI. Solid Waste Management in Calcutta

( i ) .  IntixxiarU on

Th& Calcutta city generates around 3150 MT of solid waste per

day. About 18% of which constitutes industrial waste while the rest

represent domestic, institutional and commercial waste. Seventy per 

cent of the total solid waste generated is reported to be collected and 

disposed of by the Calcutta Municipal Corporation, about 10% is taken 

away by the ragpickers and the refraining is either eaten up by animals, 

washed away into drains or seen floating all around. Currently, solid 

waste collected by the CMC is used for filling low lying areas.

( i i ) .  So lid  Haste Hanamnpnt. Prarrt-irre

While solid waste generation in the city grows at a high rate,

the space available for dumping it is shrinking even faster. It  is

apprehended that the CMC nay not be able to continue this practice for 

long.

In view of this and also other considerations the CMC has trietj 

to make use of the solid waste in a variety of ways, i . e . ,  compositing, 

incineration and bio-digestion. (For details, see Government of West 

Bengal, 1991). However, all these methods were unsuccessful due to 

technical and other factors.

It  is mentioned earlier that the collection and disposal of 

solid wast*, constitutes thre* components namely; (1) house-to-house 

c o lle c t io n , (2 )  collection  from primary dumping points and (3) 

transportation of waste to final disposal points.

In Calcutta, house-to-house collection by the Corporation is
(

almost non-existent now. Conraunity dustbins are also scarcely provided. 

As a result, households deposit refuse on the streets, footpaths or even
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in front of the house, from where it is collected by street sweepers or 

garbage collectors, to be dumped on a dumping point which may either be 

a street, some open space or a service lane. At primary collection 

points the ragpickers (which are organised and influential) have first 

claim on the solid waste. Here, materials such as glass, metals, 

leather, paper, plastics is picked up by the rag pickers while the rest 

is collected by the corporation workers. However, the collection and 

disposal of garbage is done manually by conservancy workers.

( i i i ) - KxranriiturB on Solid Wastp Collection and TM.cmnKai

Solid Waste collection and disposal is a labour intensive
i

activity, therefore, wages and salaries are expected to constitute a 

major share of the total expenditure. This is also revealed by the data 

presented in Table V .7. In the year 1939-90 Rs.1,945.19 lakh were spent 

on solid waste collection and disposal, of which Rs.1,436.6 (76%) were 

spent on street cleaning and collection of solid waste while the 

remaining 24% accounted for the rerroval of solid waste. A look at the 

composition of total expenditure shows that 83% of the total expenditure 

accounts for establishment and only 17% is spent on other aspects of 

this service. In per capita terms, the Calcutta city spends Fs.44.32 per 

annum on this service.

( i v ) .  Reveille from So lid  Waste Collection and Disposal

In CMC, like in most local todies in India, the charge on solid 

waste collection and disposal is indirect- in the form of conservancy or 

scavenging tax, which is based on the annual value of property and also 

collected along with the property tax. Sale of manure may be anotlier 

potential source of revenue, which has not been exploited in CMC. As 

indicated earlier, the CMC has a compost plant with a capacity of 

handling 150 MT of refuse per day (4% of total refuse generated) to



produce about 50 IfT of compost. But, due to. technical problems it  is not. 

being  operated. As a result ,  income from sale  of manure is 

insignificant.

Per capita revenue from solid waste collection and disposal 

works to Rs. 2 .3 which is about 5% of the per capita expenditure on this 

service.

This, however, indicates a large subsidy  in s o l id  waste 

management, and the need to increase income frcm solid waste collection 

and disposal both by levying a direct charge and sale of refuse/corapost.

(v ). Auproarfi to Igproving Financial Performance o f  CHT. In  Rpganrt to 

Solid  Haste Collection and Di.qposal Service

As regards charging for solid waste collection and disposal, we 

suggest a direct charge on the basis of floor space/carpet area in the 

premises served. Information on floor space is expected to be available 

with the property tax department of respective local bodies. In case 

data problems stand in the way, to begin with, the base may be taken as; 

a ll registered shops, eating  places and other establish m en ts ,  

institutions, hospitals, industries and households having in-house 

municipal water connections/private borewells/tubewells etc. Among the 

non-domestic category, those who do not have either Municipal water 

connection or private borewell etc. may be charged a flat rate ranging 

between Rs.20-30 per month, while for others solid waste collection and

disposal charge may be linked to the ferrule size/water bill/licence fee
!

c<r< pravat* borewells, as the case may ba. Arrong the doroastic category, 

households may be charged a solid waste collection and disposal fee on 

the basis of ferrule size/water bill/licence fee on private borewells. 

The households fully dependent on street handpumpls, ponds, wells etc. 

for water, may be exempted from this charge.
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Private participation in solid waste collection and disposal rray 

also be considered. It is possible that this alternative approach to 

solid waste management may bear rrore fruits.

Regarding the use of garbage for production of compost, bio-g^s, 

e tc ., the garbage may be sold to the private parties interested in 

conversion of garbage, until an economically viable technology is found 

for the CMC. This is successfully done in Bangalore.

X I I .  M obilising revenue from rents and other sources

Remunerative enterprises not only earn revenue for the local 

bodies but also  contribute  to the development of town. Among 

remunerative enterprises markets have an important place.

( i )  Markets

Rents from markets developed and maintained by municipal todies 

rray constitute an important source of non-tax revenue. The main factors 

hindering development of rents on commercial properties as a potential 

revenue source for local bodies are; 1. lack of funds and, 2. 

constraints in revision of rents. ’

In developing markets, availability of funds plays an important
I

role. Support for credit may corr>i either from state governments or by 

allowing the local bodies to borrow from the market. However, 

financial viability of rrm-kets would require adequate recoveries of rent 

as well as capital funds. However, the CMC has found it difficult to 

make proper recoveries. £o far as the revision in rents is concerned, 

it  is noticed that the local bodies often face problems in revising 

rents on their properties, due to either political pressures or 

resistance from public. In fact, in most of the markets in Calcutta, 

shopkeepers are paying rent as per the contract entered at the inception 

which did not provide for an adequate escalation clause to offset



inflation. To deal with such problems it may be desirable to consider 

short term leasing of properties or to provide for automatic indexation 

to consumer price index of urban non-manual employees. It  may be 

specified in the contract that the lessee will be required to increase 

the rental every 2 /3  years by a certain percentage. The leasing of 

markets to the private parties both for recovery of rent and maintenance
I

may also be considered. This would ensure growth in revenue from 

markets.

To overcome the funds problem, new methods of funding have been 

innovated. For instance, Ulhasnagar municipal body which falls under
r

Thane district in Maharashtra entered into a contract with a private 

developer for the development of markets. As per the contract, the 

market was constructed and funded by the developer, who in-turn had the 

right on the same for a three year period after which, the property was 

handed over to the municipality. Joint ventures in the development of 

markets have been tried in Calcutta also, but to what effect, is a 

rather unexplored area. 1

( i i )  Other sources o f  revenue

1. Land development is an important activity in which local 

governments may find lot of potential for raising revenue. This has 

been extensively and successfully used in Korea to develop new areas at 

the fringe of cities and towns. The main benefits of such programs 

included; (i) increased supply of developed land. Which on the one had, 

helped to keep the land prices and rents lower (than what they would be 

in the absence of it) and on the other, reduced congestion in the 

cities and towns under check, and ( i i )  additional funds for local 

bodies. However, with the creation of Development Authorities in most 

cities in India land development has been taken over by these 

independent bodies. As a result the role of local bodies in this area 

has become very limited. The position of the Calcutta Municipal 

Corporation is no different.



Developing parking f a c i l i t y  may :> be considered as a

potential means of generating revenue. All the public places such as 

cinema halls , eating places, commercial complexes, busy markets, 

hospitals, parks, museums, and picnic spots, are in constant need of 

parking facility. In the absence of p>roper parking facility vehicles 

are parked on public lands such as sides of the roads, pedestrian paths. 

Which causes traffic hazards and other inconvenience to public. It nay 

be desirable to develop parking facilities paid for by the users. Local 

bodies may also involve private parties for maintaining them. Rights to 

maintain parking facilities may be auctioned for impressive fees. It may 

also be considered to develop community halls, marriage halls, grounds 

for organising pooja, fares, shows and plays etc., for public use and 

paid for by the public. Any substantial revenue may not be expected 

from these, indeed it will help in saving public parks and streets from 

being misused by holding these activities. Experience of NDMC is worth 

mentioning here (see table below). 1

Receipts

(Rs. '000)

Item 1988-89 1989-90

1. Palika parking 16,00 20,00
o Car parking 26,50 6,50
3. Cycle/scooter stands 26 35

Total as % of non-plan reve.-. ie 0.191 0.22

3. Fee for putting boards, posters e tc ., for the purposes of

advertising, on public properties ;:«y also develop into a good source of 

revenue. Corporations in Delhi h~ve successfully exploited this source. 

NDMC raised Rs. 21.42 lakh arid Rs. 23.08 lakh from advertisement during 

the years 1988-89 arid 1989-90 respectively. See table below.



(Rs. '000)

Item 1938-89 1939-90

Advertisement tax 10,00 11,00

Illuminating advertisenv-nt

tower 50 1,03

Advertisement displayed

on electricity poles 10,92 11,00

4. Vacant public land may be let, for growing fodder, growing bidi 

plants, processing of bidi leaves, making of wooden spoons etc. These ( 

are profitable business and often public lands are used to carry out 

these activities. Ponds which are not being used in any big way and are 

coming to an end in the absence of maintenance may be contracted out for 

growing fish. The benefit of this is two fold. Cine, additional revenue 

and two, productive use which would also save ponds from dying. 

Further, for beautification and to maintain greenary trees are planted
j

and grown on the sides of streets, in big parks and green belts, 

maintained by the local bodies. In Delhi, rows of Janun trees are 

maintained on the sides of the roads in certain colonies. When season 

for Jainun fruits approaches these trees are auctioned for a fee to 

individuals who, intum, sell these fruits to make living out of it. 

The revenue so obtained may not be substantial but it may be enough to 

meet the expenditure on maintenance of these trees. NDMC experience is

worth mentioning here. In the year 1988-89 and 1989-90 NDMC raised
t

Rs.100 thousand and Rs.150 thousand respectively from sale of gardens 

and road side trees.

5. Ice factories are known for making sizeable profits by selling

drinking water through mobile vans. These get good business in

commercial places, markets, picnic spots, cinema halls etc. Local 

bodies may also consider raising funds from this a ct iv ity !7 . Coin
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operated machines may b= used for this purpose. However, there may be 

.arguments against charging for water. But it may be noted that in the 

absence of funds there may be no service at a il1*'. In which case people 

may even consume unsafe water (as it may be inconvenient for most people 

to carry water everywhere) which is likely to cause health hazard. 

Further, in the absence of municipal stand posts at public places people 

do buy water from private vendors, then there iray be little logic in 

discriminating against public providers when they need to charge in 

order to sustain themselves. Local bodies may invite people from 

business community who may be willing to support capital expenditure in 

water machines. These people may be given a right to display 

advertisements on such water systems.

6. It may be noted, that handling of such projects would require 

close monitoring. Hence, it  may be desirable to delegate the

responsibility of management of such projects to the area or ward
1

corrroittees falling under municipal jurisdictions.

( i i i ) .  Sharing o f  RxpRnfiitiirp-s

Besides looking for avenues which may generate additional 

revenues, ways most be found to cut down on various expenditures, sorrii 

of which may be quite wasteful. In what follows, an attempt has been 

made to suggest some possible areas where local bodies are likely to 

achieve success in reducing their expenditure.

This may not be taken as profit making activity though the 

objective should be to recover operation an:! mintenanro.

Stand posts are not provided everywhere. When provided they are 
either leaking all the time to waste lot of water or are 
in-operative due to lack of maintenance.

1 <\r t 
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1. Local bodies may invite business houses, institutions, trusts 

and other organisations who would be willing to develop and maintain 

certain facilities  such as, roads, street lights, parks, crossings, 

public stand posts, dispensaries arid others, if these are named after 

these individuals or organisations. These experiments have been 

successful in many cities such as Kanpur, Lucknow, Ahmedabad, and 

Bombay.

2. P rivate  business houses, large industries, public sector 

undertakings m y  be required to provide and maintain the following 

services namely, water sewerage, sanitation, garbage collection, roads,' 

street lighting etc. in their own townships. Bhilai arid Jamshedpur are 

examples of such townships.

3. Voluntary agencies  may be involved  in the provision  of 

sanitation and scavenging. These agencies may then price these services 

on no-profit basis. Suacess of Sulabh shauchalaya in Bihar is an 

example of efforts made in this direction. Pay and use toilets have 

also been successful in Karnataka and Tamil Nadu.

4. Local bodies generally spend good amount of funds in maintaining 

public lawns. Grass makes good fodder for farm animals and horses etc. 

Those in need of fodder nay be willing to coat the grass themselves and 

also pay a nominal amount. This would help in reducing the expenditure 

on maintenance of lawns.



Rates for Unfiltered Hater for Non-Domestic Use in Calcutta

Table V.2

1. For privy flushing purposes 

in markets arid bazaar

2. For purposes otter than privy 

flushing

Rs. 0.50 per 1000 litres 

plus meter rent

Rs.50 per month for V  ferrule

Rs.80-100 per month for above
l

V  ferrule depending on the 

size of pipe. Rs.125 per month 

for 3/4" ferrule 

Rs.335 per month for 1" 

ferrule.

Source: CMC, Year Book, 1991.



Licence Fees for Tubewells in  Calcutta

Table V.3

Diameter of well pipe in Rs. per annum

2 inch Rs.350/-

3 inch Rs.1250/--

4 inch Rs.1650/-

6 inch Rs.2500/-

above 6 inch Rs.3350/-

Source: CMC, Year Book, 1991.



Table 5.4

later lates it So m  Imicipal M i e s  ii luiii

t i t  5: i

loi-Doiestic

Imlcipil Bodies liter Tu Doiestlc Buttered iadustriil Com* re i- 1 1 4

Consuiptiot (Is. p.».) 
1/2’ 3/4" r

Hfctferfed
1/2-

Coietered 
3/4' f 2'

Hettred Ciiiclered 
1/2' 3/C r .

1. Ttdodirt 10 2 4.5 1.5 ,5C per 1000 litres 1 per 1000 litres
.......t ........
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10
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l.I.I.

3 6 S 
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115 - -

4. MlUpari 4X ot tbe 
1.1.T.

1 per 1000 litres

5. Dbonjl Ill 5 - - ■ 10 lil ■ - IC

1. Sebore lil Is. 8 per collection Hil

1. loskufibid les 3 4 _ 6 6 10 12 - 111 5 10 12'

1. Stukotui 31 ot tbe 
l.I.T.

1.50 per 1000 litres 15.1.50 per 1000 
litres

1. bdi les 6 - - 33 - - - 111 10 •

It. Pill lo

%

Is. IS.4 per 
couectloi

Is.4/- per 1CC0 litres 
»pto 15000 litres 8:.15.4 per

collection per 
lonth

Is.2/- per 1005 
litres, opto 15000 
litres

is.15.4 per 
coiiiiecik'i

11. Sirs* lo Is.12/- loitb Is.*/- per 1000 litres 8s.12/- per 
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lon'.ti

Is.1.60 per litre Is.12 pit contte 
tioi oiiij for 
dorers t i parpos

12. CilcotU lo 40 «5 Is.3/- per 1000 litre: 
plus leter rent plus 
liltltl deposit

500 u;o 2000
8s.3/- per 1000 5 SO 12K 2000 

litres ' icier rent

Soarc*: 1. for toiicipil bodies »u»bered 1 to t, llti, 1131.
ii. lor laiicip»l bodies ltibered It ud 11, Ilf If, 19)1. 
ill. C1C, Tm look, 1MI. !
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Table V.5 

Cost Recovery in Water Supply

(Per cent)

Municipal Body InccrfUe as % of

Expenditure

1. Vadodara 41.8

2. Bhopal 21.6

3. Tiruchirapalli 51.6

4. Dhoraji 33.1

c, Sehore 88.1

6. Devakottai 294. :■

7. Kadi 66.6

8. Bhopal 34. ~t

9. Bali 54.49

10. Sadri 58.3

11. Rani 60.98

12. Takhatgarh 65.06

13. Samerpur 84.04

14. Rae Bareli 64.32

15. Calcutta Municipal Corporateon (CMC)

(i ) 1987-88 13.0
(ii) average over 1988 tc- iy92 12.6

Source'- (i) For Municipal bodies numbered 1 to 7, NIUA 1991.

(ii) For Municipal bodies numbered 8 to 14, NIPFP, 1991.

(iii) Computed on the basis of data obtained from the CMC 
budgets.
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(in Rs.)

Table V.6

Operating Ratio in Water Supply in Some Municipal Bodies in India

Munic i pa1 Bodios I . per 

1000 litres
Expenditure 

per 1000 litres

Operating

ratio

1 . Vadodara .20 .481 1 : 1.92

n Bhopal .13 .581 1 : 4.46

3. T i ruchi rapal1i .481 1 : 1.92

4. Villupuram .67 .241 1 : 0.36

c, Dhoraji .28 .831 1 : 2.96

6 . Sehore . 34 .39 1 : 1.15

7. Hoshangabad .26 .601 1 : 2.31

3. Devakottai . 66 . 22'i 1 : 0.33

9. Kadi .20 .301 1 : 1.50

10. Guwahati .45 -

11. Rae Bareli - n a -

12. Pali - .26 -

13. Sirsa - .17 -

14. Saharsa - 1.0* -

15. Calcutta Municipal 
Corporation .13 1.04 1 : 8

Notes : 1. *  per 1000 gal lb  j .

2. 1 includes loan component.

Source: (i) Data pertain toFor Municipal bodies 1 to 9, NIUA 1991
1984-85.

(ii) For Municipal bodies 10 to 14, NIPFP, 1991.

(ii i)  Computed on the basis of data obtained from the CMC 
budgets.



CHAPTER VI

Crofter IV presented a broad picture of the financial position 

of a sarrple of local bodies in West Bernal, in terms of their total 

receipts and expenditure, tax revenue and non-tax revenue providing us 

with sorter basic idea about the level of NTR and its growth. However, 

this analysis  d id  not give us enough in s ig h ts  Into  how some 

Municipalities are doing better, in regard to NTR, than others. 

Similarly, questions relating to the relative performance of varioi^ 

components of NTR remained unanswered. This chapter attempts to make an 

indepth examination of NTR in the two Municipalities in West Bengal.

I. UTTAKPARA KOTRDNG

The West Bengal urban local structure comprises 117 urban local 

bodies. These local bodies are divided over two broad regions: the CMA 

and the non-CMA. The CMA is relatively more industrialised and 

prosperous area compared to the non-CMA and is spread over five 

districts. Uttarpara Kotrung is in the Hooghli district which falls 

under CMA. Being a very old municipal town (more than 100 years old) 

and getting the patronage of some rich zamindars, the town lias had the 

privilege of being endowed with various urban infrastructure and 

fa c ilit ies , organisations and institutions, different factories and 

*stablishrc*nts. No arsa in th* town car. be ’ distinctly identified 

strictly as residential, corrmsrcial, industrial or administrative. It is 

basically a residential suburb of Calcutta and no portion or area in the 

town can be identified wholly as non-residential. This Municipality with 

a rather small geographical area (7 .25  km.) had a population about 

80,000 (1981 census) which has grown to nearly 1 lakh (1991 census) thus 

giving it a status of class A Municipality.

Introduction
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( i i )  Analysis o f  Revenue Statur. o f Dttarcora

Although generally, there is a heavy dependence by the Municipal 

bodies on State transfers, the structure of revenue in Uttarpara shows 

greater reliance on own revenues. If the share of own source revenue 

(OSR) in the total revenue receipts (TR) is any indication of financial 

autonomy, the performance of Uttar para may be considered relatively 

satisfactory. For instance, in Uttarpara, OSR formed about 44% (average 

during 1985-90) of total revenue, while the comparable figure for West 

Bengal as a whole was only 36% during the corresponding period (see 

table VI. 1). So far as, the revenue mobilisation from non-tax sources

is concerned Uttarpara performs better again with 14% share of NTR in
t

TR. Looking at the structure of revenue for West Bengal as a whole, we 

find that contribution of NTR was only 7.7 per cent in TR over the 

reference period.

At the per capita level also, the overall picture of finances in 

Uttarpara is found to be better when compared with the average figures 

for West Bengal as a whole. For, per capita revenue receipts in 

Uttarpara (average for 1985 to 1990) was Rs. 95 as against only about 

Rs. 77.54 average for the ULBs in West Bengal. Out of which about Rs.12 

came from NTR in Uttarpara. Corresponding figure was Rs.6 for all the 

Municipalities (74) taken together in West Bengal.
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As mentioned earlier, Uttarpara falls under CMA and also that _

CMA is distinct from non-CMA in various aspects. Therefore, it would be .

proper to analyse the State oi' finances in Uttarpara vis-a-vis local ^

bodies in the CMA region rather than local bodies in West Bengal as a .j.

whole. Looking at the figures for the CMA region as a whole, we find r

that the share of non-tax revenue in the OSR was about 18% (average over -i

the 5 years from 1985-90). However, class B local bodies in CMA showed ..

a lower share (16.4%) compared to the CMA total figure. Uttarpara which
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was also a class B Municipality during the period of study has done 

remarkably well with NTR at 31.2% of OSR during the corresponding.period 

(see Table V I .1}.

At per capita level also-, Uttarpara differs with aver*age per 

capita NTR at Rs. 12 which is -ore than double the per capita figure for 

CMA (Rs. £>.3/ and for CMA clas.' 3 totoil (Rs. 4 .8 ).

So far we have examined the level of financial autonomy 

(determined by the share of OSR in TR) in Uttarpara vis-a-vis the CMA 

total and CMA class B total. It was found, that Uttarpara is doing 

relatively well in terms of mobilisation of revenue through autonomous 

sources. On comparing tbs percentage share of NTR in TR in Uttarpara 

with its counterparts in the CMA region and CMA as a whole we find, that 

Uttarpara has registered a larger proportion of NTR in the total revenue 

receipts (14%; compared to CM A total (6 .38% ) and average of class B 

Municipalities (5.25%) in the region (see T^.ble VI. 1).

( i i i )  ■ Analysis of Hcm-Tas Rgygmift in  Pttarpara

In order to examine the major revenue sources contributiiig to

NTR, it may be useful to look at non-tax revenue in Uttarpara in rrjore 

detail. This will give us an idea about some of the various resources 

of NTR which are doing better than others and the sources which have not 

teen exploited at all.

Own source non-tax revenue sources include fees, charges from 

csx-tain ssi'vicss, rsnti frorr, properties owned by Municipalities, and 1 

fines. Let us now consider these sources of NTR a little further. There 

would always be a corresponding direct benefit to the payers with 

respect to all the non-tax levies except fine, which is a punishment for 

unlawful activities. Taking the first, the fee in Uttarpara is obtained 

from the following sources; (a) Warrant fees, (b) mutation fees, (c)

licence fee for vehicles, shops etc., (d) building plan sanction fee,,
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(e) toll (f )  fee for water connection and (g) fee for electric 

crematorium. The second category is charges. In Uttarpara, there are 

four types of charges. Charges for supply of extra water (water 

supplied on demand on certain private celebration), for clearance of 

septic tanks, for road restoration, for supply of hand carts, and in 

respect of hospitals. Here providing service is the main objective. The 

third is revenue from rents. This source of revenue, in Uttarpara, 

comprises of rent from municipal markets, auditorium, guest house and 

burning ghats. Besides these, there are in te re st  receipts on 

investments and defaulted taxes. Another important revenue sources in 

Uttarpara are donation for water, and premium on shops. Thesd revenue 

receipts are rather uncommon among the urban local bodies.

Coming to revenue mobilisation through fees in Uttarpara we 

find , that fees is a very important source of income for this 

Municipality contributing about one half (on an average) of the total 

NTR. Though the most important source of NTR it is not freely controlled 

by the local bodies. The setting of rates of fee is always constrained 

by State government, usually by maximum tax rate ceilings that apply to 

all Municipalities in the State. Also, local governments do not appear 

to have any say in determination of rates. In the course of discussion 

with the Chairman of Uttarpara it was brought out that the license fee 

o f R s . 10 has been fixed  for a ll  kinds of trade and commerce

irrespective of their location, size or level of operations. This, 

however, is too low a rate to cover even administrative expenses. 

Similarly, license fee for cycle rickshaw is only Rs. 6 per annum. In 

this context it may be suggested that the minimum rate of levy nay be 

fixed statutorily giving the Municipalities some freedom to raise the 

fees to the levels thought appropriate by them.

Major share of fees is drawn from building plan sanction fee and 

in-house connection fee in Uttarpara. Parking fee which constitutes 

important revenue source for many Municipalities does not exist in 

Uttarpara. Main reason being the lack of land (owned by Municipality)
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at the right places where parking facilities need to be provided. 

Further, it  is feared that this scheme may not be cost effective. 

Though there is some logic in what is stated above but on the whole it 

appears that tapping revenue frc-n this source is yet to be seriqusly 

considered. Municipalities in West Bengal are empowered to levy fees 

for the animals slaughtered ir. their jurisdiction. Besides being 

revenue earner this is also a tool for the regulation and control of 

this activity. In view of tbe fact that this activity needs strict 

administrative supervision it is necessary to properly monitor the 

activity the costs of which may be covered by charging a fee.

Charges constitute around 21 per cent (on an average) of the NTR, 

in Uttarpara, of which about 30% was drawn from road restoration 

charges. Of the remaining, 90% came from charges in respect of 

hospitals, sale of forms and supply of hand crafts and the rest came 

from burning ghats and supply of extra water. Revenue from charges lias 

remained steady except in one year (1936-37) when it declined from Rs. i 

238 thousand in 1985-86 to Rs. 149 thousand (see Table V I .2). This 

occurred due to a decrease in revenue from supply of carts etc. None of 

tbe categories of charges show any clear trend over the period under 

study. All the charges taken together show a poor growth rate. Among 

the user charges in respect of housing related public services, water 

supply is generally expected to' be a potential source. In Uttarpara 

there is no direct charge on corisumption of water. Only extra water 

supply through containers on private demand is charged for. Looking at 

the data we find that this activity did not yield any revenue between

1985-86 to 1988-89. It is only in 1989-90 tbat Rs. 9 thousand were 

obtained by way of extra water supply. We asked the Chairman of 

Uttarpara as to why water supply is not priced. His response may be 

summarized as follows. (1) It is felt that since the level of current 

water supply is not adequate ( 60.000 gallons per day 19) tbe chargeable 

water supply (after allowing for tree supply provided for in the B.M.

19. About 3 litres per capita
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Act) may be very low. (2) Swice water is not being charged in 

neighbouring Municipalities consumer resistance is feared in case water 

pricing is introduced in Uttarpara. Nevertheless, the pricing of water 

is under consideration. Tte Chairman told that Srirarapur water works is 

under progress which will cater to the needs to 8 Municipalities. Once 

it is ready the level of water supply will improve in Uttarpara. And 

that may be the right time to introduce user charges on water. Further, 

there is no fee for private hand pumps and tube wells. It  may be 

considered to l e w  a charge (or licence fee renewable every year) on 

them.

Charging in respect of services other than water supply is never 

thought of in  U ttarpara . They seem to be sa t is fie d  with the 

consolidated rate charged on the basis of rateable value. It is 

generally felt that a direct charge in addition to consolidated rate is 

not only unjust but is also bound to create resistance from public.

An interesting feature of resource mobilisation in Uttarpara is 

voluntary donations for supply of water. During the course of 

discussion it  was brought out that maintenance cost of hand pumps, tube ' 

wells etc. is very high in Uttarpara. Average life of hand pumps is 

said to be only 5 to 6 years due to high content of iron in the water. 

As a result it  ted become difficult to sustain the water supply system 

unless additional resources were made available. An interesting 

suggestion of inviting donation from people cami up. Arid it was tried. 

In 1985-86 Rs. 65,000 were obtained from donations. Though donations 

have declined in latter year-s, they constituted about 4% (per annum on 

an average) of NTR. Also, this indicates that people would be willing 

to pay if  they are assured that their money would be used efficiently in 

improving the level of services.



Both the statistics ar.d discussions with the officials revealed 

that during the last five years , between 1985-86 and 1989-90 

considerable efforts have beer, made in respect of tapping the potential 

of rents from rernunerati ve enterprises.

Bafore we venture into specific projects taken in Uttarpara an 

example of its prudent financial ;aan£gen>:-nt is worth mentioning. Under

CUDP I I I  Uttarpara was giver, Rs . 1 .5  crore for developmental works.

Realising the limited financial capacity of the Municipality in 

maintaining the capital assets so created, it was decided to invest part 

of the total funds in financial assets. Interest incomes obtained from 

financial investments were used in developing infrastructure which liad 

the potential of earning profits. This included a holiday home in Digha
I

and a cornrunity hall which was constructed above the municipal building. 

It is interesting to note that the choice of constructing cormnunity hall 

over the municipal building saved the Municipality of huge land and 

other capital costs. Both com m unity hall and holiday home together 

yielded about Rs. 84 thousand per annum on an average during 1986-87 to 

1989-90. Both the schemes shewed substantial growth potential. While 

revenue from community hall almost doubled from Rs . 42 thousand in

1987-88 to Rs. 83 thousand in 1988-89, revenue from holiday home has 

grown 6 times from 6 thousand in 1986-87 to Rs. 35 thousand in 1989-90. 

Although expenditure incurred on the above enterprises has also! grown at 

a high rate yet the volume of expenditure has lagged behind the volume 

of revenue. Average per annu.- expenditure on holiday home and coimunity 

hall works out to less than Rs. 11 thousand as against per annum average

revenue of Rs. 84 thousand.

Revenue from rents taken tigether formed about 12 per cent of 

NTR during the 5 year period under study . Though income form 

remunerative enterprises consti'at^ a snail share of the total NTR but 

it is significant to note that there has been a substantial growth in
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this over the last five year period. For instance rent constituted only 

about 4% of the total NTR in 1985-86 which has increased to little more

than 15% in 1989-90 (see Table V I. 1.‘).

(iv ). SuonarisiDg

From above we find, that though non-tax levies constitute an 

expanding source of revenue to the Municipality. However, there is 

scope for improvement. Enhancement of rates in respect to various 

licensing fees is called for. It is a matter of concern that some 

activities (which have the potential of contributing to revenue) such as 

slaughter houses, parking, sale of manure have not been given attention. 

The Municipality may also consider land development. This includes (i) 

renting and leasing of lands and buildings (ii) leasing of pasture lands

(iii) selling produce of trees (4) leasing stadia and play grounds etc.

In the process of development increase in the rate of capital 

formation in the form of better and more markets, good transport 

network, more guest houses, auditoriums e tc ., become necessary. 

Non-availability of funds is often a major factor constraining capital 

form ation. Local borrowings is always subject to considerable 

restrictions by State governments. If State government is supportive the 

Municipality can improve its reliance on non-tax revenue.

On the whole, the reforms required in non-tax sources are (1) 

enhancement in rate of various fees (2) increasing the standards of 

administration (3) increasing the rate of capital formation and (4) 

considering revenue mobilisation through sources mentioned above.
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II . KAMARHATI

(i )  Tnt.rarii xrtion

Kamarhati Municipality was established in the year 1399. It falls 

under the 24 Parganas (North) District which is one of the five 

Districts under ti’*r CMA. This Municipality has a total area of 10.96 sq. 

kms. , arid it was the fourth largest municipal body in the 24 parganas 

district of West Bengal, with a population of 2.4 lakhs in 1981. It is 

characterised by relatively high population growth rate and relatively 

high density of population. The decadal change in population (per cent) 

of the Municipality during 1971-31 was 39.05, which was highest in the 

district barring the Khardaha Municipality. During 1981-91 the 

population in Kamarhati is estimated to have grown to nearly 2.9  lakhs.

It is primarily a manufacturing and services centre. Jute, oi'l, 

pottery and natch manufacturing are major industrial activities in 

Kamarhati. Besides, there are small scale units engaged in making 

pottery, powerlcom, crass, jute, handicrafts, pens and bakery products.

ii . Urban Services

The services provided by the Municipality include:

1. Provision of roads

o Provision of educational facilities

3. Provision of medical facilities

4. Municipal markets

5. Street lighting

6. Drainage and -sewerage

7. Solid waste collection and disposal, arid

OVJ Water supply
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At present the Municipality has a total road length of 195.87 

kins., of which 176 kms. is metalled motorable road. The roads, however, 

are not well maintained except a few main roads.

The ro le  of M unicipality  in the provision of educational 

facilities lias been very limited. It runs 2 primary schools that enroll 

122 students. The total number of teachers is 13. However, teacher 

students ratio (1 :9 .5 ) seem to be rather high.

The Municipality does not run any hospitals or dispensaries. Thare 

is only one health care unit where preventive health care facilities are 

provided for children, which include inoculation and other primary 

health care. This health care unit is housed in the Municipal office, 

building.

Efforts of Municipality towards development of markets have been 

poor. It maintains only two local markets: Dakshineswar and Belghoria 

markets, which have 197 stalls. Besides, )300 sq. ft. open space is 

used by the daily vendors, which are about 25 in number. Both the 

markets are very congested.

i

Kamarhati maintains 3217 street lamp posts', of which 87 are 

mercury vapour lamps.

There is no sewerage system in the Municipality. About 19,000 

(76%) holdings are using water closet (septic tank), 3820 (15%) holdings 

use well latrine, while 26.3 (1.5%) to 1 dings have two-pit latrine. At 

present, sullage water in the area is drained away in open surfaces. 

About 213 kms. of drains are irovided, of which only 4.45 km. is 

underground drainage. Hunan waste is first collected manually ,and then 

carried in tractors for dumping/ trenching. It may be clearly seen from 

above that the present sewerage system is far from satisfactory. Under
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OUDP III Kamarhati was provided I-:-, 4 crores for initiation/improvement 

of certain services, one of them was sewerage. I' t, until recently, the 

activities of the Municipality ir. this regal'd lave been very limited.

A comprehensive solid waste management should aim at providing 

metal containers or well covered spaces in all the residential, 

corrirercial and other public placer:. Further, collection of solid waste 

from such points should be very frequent. However, there is no 

organised garbage collection system in Kamarhati. Garbage can te seen 

floating all around in the streets, lanes and markets. The reason being
. I

lack of primary dumping containers/points, ought to be provi -1 by the 

Municipality. As a result, refuse is dumpted. by the sides of the roads 

and lanes. The Municipality gets the refuse collected on hand carts 

from the streets, which is dumped at several points (reported to be 250 

in numbers) again on the street' forming huge heaps. From her 

is transported t' the dumping ground, which is spread over 25 bighas. It 

is depressing to note, that the disposal of solid waste is done manually 

which exposes the conservancy workers to serious health hazard. 

Further, garbage is reported to be collected only once a week from the 

primary collection points. CVie on.. imagine the condition in rainy season 

est .oially xn a situation where irost of the drainage m  open.

At present, Kamarhati Municipality draws its water supply from 

deep tube wells which are 18 in number. The total water supply is 

355600 gallons per day. Piped water supply serves about 55 per cent of 

*he population. Consequently, the per capita piped water supply works 

out to only about 11 litres per day, which appears very low, the 

ruiiiysis o£ wat*r orojsuraptior. patt-ir, indicates, that about 5lJ per cent 

households have house connection and about 15 per cent take water .from 

standposts which are 881 in number. The remaining households depend on 

Municipal handpumps (814 were in working order in 1989-90) and other 

private or public sources like well, tube well arid ponds.



( i l l )  Analysis of Revenue Status of Kamarhati

A comparative picture of finances in Kamarhati, the CMA, CMA 

(class A) and West Bengal as a whole is presented in Table V I .3. The 

important features with regard to fiscal autonomy of the town and 

non-tax revenue are surcmarised below:

1. The revenue system of Kamarhati has been characterised by a

relatively high dependence on State grants and subventions. 

During the period under study, own source revenue,1 on an 

average, formed about 35 per cent of the total revenue 

receipts in Kamarhati which is marginally low when compared 

with the share of own source revenue in total revenue

receipts for West Bengal sample (36 .4% ) and the Calcutta

Metropolitan Area (3 5 .3 % ). Further, in Kamarhati, the 

average annual growth rate of own source revenue lias been at 

9% which is lower than the rate of growth in total revenue 

receipts  ( 1 3 .2 8 % ) ,  (see  Table  V I . 4 ) .  This, however, 

indicates that the dependence of Kamarhati on grants and 

other transfers from the State has increased during the 

period under study. 1 I

2. Of the total own source revenue receipts more than 38 per 

cent is contributed by the tax revenue and the remaining

11.3 per cent came from non-tax i*evenue. Looking at the 

comparable figures (in respect of non-tax revenue) for West 

Bengal sarnple (21.2%), the CMA total 18% and the CMA class A 

total (17%), the performance of Kamarhati is found to be 

relatively poor again. However, a welcome feature of non-tax 

revenue in Kamarhati is that the non-tax revenue has shown a 

much higher growth rate than tax revenue (28% and 7 .4%  

respectively). The most significant growth in non-tax 

revenue was recorded in the year 1988-89. For, non-tax 

revenue nearly doubled from Rs. 566 thousand in 1987-88 to
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Rs. 1062 thousand in 1986-89. The roost important shift is. 

however, seen in incoiri: fr::;, the sale of manure, from Rs. 12 

thousand (1987-88) to Rs. 236 thousand (1989-90), and in 

miscellaneous income from other sources (details of wMch 

are not available) from Rs. 83 thousand in 1987-88 to Rs. 

283 thousand in 1988-89. In general, it can be said that 

non-tax revenue has shown remarkable increase in the year 

1988-89, and if  it  keeps pace with the rate of economic 

growth in Kamarhati it will turn into a potential source of 

revenue. So far as, the relatively low growth in the tax 

revenue is concerned, it. appears that thie property tax which 

contributed more than 90% in tax revenue, on an average, 

(over the five year period under study) has failed to 

captu.-_- the expected appreciation in land and buildings 

inherent in any urban development process.

At per capita level also, the overall picture of finances in 

Kamarhati is found to be depressing. It is a matter of concern, that a 

Mun: ipality having me than 175 industrial units and commercial 

establishments was able to raise only Rs. 2.6 per capita from non-tax 

sources, while other Class A Municipalities in the CMA, on an average, 

raised Rs. 4.6 per capita from this source. In terms of per capita 

total receipts also, performance of Kamarhati is not satisfactory (Rs. 

72) when compared wit:, the average per capita total receipts of other 

Class A Municipalities in the CMA (Rs. 85). As mentioned earlier, the 

.non-tax revenue has shoi.n an impressive growth in the years 1938-89 and 

1989 90. which indicates that the revenue potential of thi. r.ource needs 

to h* further txpiortd. A «k tailed  analysis of this important

source of revenue, particularly frccti tin view point •. *' future resource 

mobilisation effort', :.as been discussed in lhe following sections.
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(iv ) Analysis of Non-Tax Rrevp-ram in Kamarhat.i

Own source Non-tax revenue includes the following items namely:

a. Fees

b. Rent

c . User charges

d. Interest on investment

e. Interest on defaulted rates and taxes, and

f. Fines.

Table 6.4 presents the structure of non-tax revenue by all major 

components. It  is apparent in the above Table, that of the total 

non-tax revenue, 36 per cent is contributed by fees. Within fees, the 

major oofi.ponents are house connection fee for water supply and building 

plan sanction fee. If  administered efficiently, 

reg istratio n  fee rnay from a lucrative  source of 

Municipalities. The revenue mobilisation from above sources dees not 

seem to have received adequate attention in Kamarhati.

Another important component of NTR in Kamarhati is income from 

miscellaneous sources forming little more than 22%. No further details 

are available as to what are the miscellaneous activities which yaej d

substantial revenue. It is, therefore, difficult to form an idea about

the potential of additional resource mobil isatic-n from this source.

Remunerative enterprises such as markets, auditoriums, guest, 

house, land, buildings and ponds are expected to be an important source 

of revenue for local bodies. However/, in Kamarhati revenue five this 

source forms only i-.6% of total NTR. which is very 1 ow for an 

industrialised Municipality iike Kamar'ia* : . Though it lias r̂ i \ ■! dn. .. r'*■ 

growth in the year 19ir9 90, still Uie- per capita revenue ’..ase uncter tin.:, 

head is lower than most 1 t.) i' j’ class A Miinicipaliti'-. s in .

During the course of discussions with the 'Officials of th>_- Munic 5pality



it was brought out, that th- ; is a general feeling that in Kamarhati 

enterprises such as auditoriums, guest houses, stadia, swimming pool 

have very limited s ;.pe of success because; one, if these are priced on 

commercial basis there will be less demand than it would have been in 

the absence of pricing/ adequate pricing and two, there might be public 

resistance as for years, in West Pongal, such services are seen as a 

legitimate right of public. However, on the supply side, the usual 

problems were lack of space and lack of funds.

So far as, the demand side factors are concerned there is no 

evidence so far, at least in the Indian context, of the extent of use 

that might result from no fees or vice versa. Similarly, there is also 

a reason for disagreement with the supply side factors. For instance, 

newly built municipal office building and especially the expensive 

furnishing of its Committee room and the Chairman's office tell the 

extent of bad management of funds in Kamarhati. Clearly, it is not only 

the lack of funds which is deterrent to invest/nent in such assets but 

also the lack of willingness and prudent financial planning.

User charges contribute about 20% of non-tax revenue. Of the user 

’ charges, more than 65% comss by way of inc:. «e from sale ol manure. The 

other important soiree is incone form clearance of septic tanks. No 

user charge is levied on consumption of water. Revenue from burning 

ghats is negligible, and road restoration charges re nil except in one 

year (1^87—83). CliOr(Oi, in res^'ect of dispensaries, hospitals etc. :^ve 

shown a decline. If incoroe from the sale of manure is ignored, the 

average annual growth rate in user charges corres down to about 12 per 

e*r»t psr annum compared to 28% annual growth rate.

It  is surprising to note, that the income form interest on 

fin.-', ial investments is reported n il . Interest, on defaulted p:Ar:.ents 

lornitjd iinly Ga# of ii'TR and no 1 inos were col I eet'-'d. A signi lioan* 

feature of resource /i/biiisation in Kamarhati is development charge, 

revenue from which is substantial forming Jittl*. more than 22% of NTR.



Further, it  is important to notv that revenue under this head has 

recorded an average growth rate of 75% during 1985-90, which is 

remarkable by any standard.

V. MHItimvn Mobilisation

The preceding analysis has indicated, that in the absence of any 

marked changes in the base of non-tax revenue, receipts from this, 

source have been steady over the period 1935-90, barring the years

1988-89 and 1989-90, when revenue under certain heads showed a steep 

rise. However, the most significant growth was seen in receipts from 

sale of manure and revenue from miscellaneous sources. The growth m  

revenue from other potential sources of non—tax revenue namely, fees, 

user charges arid income from remunerative enterprises has laggr rnuch 

behind the levels one would expect for a Municipality, which is an 

important manufacturing arid services centre.

In Kamarhati, there seems to be good potential for additional 

resource mobilisation both by way of efficient exploitation of existing 

sources and also by providing new services and thus introducing 

additional charges. This is examined bel ow by various categories of 

non-tax revenue.

So far as, the revenue mobilisation from fees is concerned it was 

seen earlier, that the £-erforrrisn'j,<r '_*l Karuarliatj- lias teen p-vi'. Ait/iin 

J^ees, licence fee, registration fee, lurking fee, building plan sanction 

fee and house connection fee for wat^r supply c-ire inipkjrtojit. *n ‘-/Vr 

process of development growth in these is inevitable. What is r.erhaps 

needed is efficient adniinistiation and per±c-diu I'evision m  th*,r- raT--s ■-1. 

various lees. In KaiTifiriial-, while revenue. fi'onj building pi.u* sail- . 

tee has teen steady, r* ' -ts fron-: r-ark.iiiri are r̂ i-v-rt̂-vi ^ . . .1 

conneotion fee lor water snow.c,> h dt'dine m  the matter y ar.~ . 

n« * clear cut tren.1 in receipts in resr-ect of registration fe.- - 

and oth..r vehicles. J • apte^rs, that both the r:it/ ol fee- and has-.- hav*:
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undergone no revision for a long time. This, however, shows teat the fee 

as a source of revenue has failed to capture .e effect of economic 

development in Kamarhati. Hoard irig fee and advertisement fee (otter

than those which come under the purvie: of State government) rr.>ay also te 

considered by the Municipality.

An analysis of revenue system would be incomplet without a review 

of the collection performance. It has been observed, that one of the 

greatest weakn-~ses of the urban local government finance is poor 

collection ; . rformanoe or increasing deviation between the revenue 

demand and actual collection. In the absence of data on current demand 

and actual collection of revenue for most categories of the tax and 

non-tax receipts, except property tax, it was not possible to work out. 

collection performance. However, an analysis of statistics in respect 

of property tax demand arid the tax actually collected indicates, that in 

Kamarhati in the year 1989-90 actual collection of propert y l<hx wa£ ,-ru.y 

52% of the current demand. This calls for an alround improvement in 

oollection performance so that realisation of revenue improves.

So far as, the revenue generation from .. _-.rkets and other 

remunerative enterprises is concerned,-there appears to be a significant 

scope. In the recent years, income from market rents lias -corded an 

increase. This is, inspite of the fact, that there lias been Jiardly any 

deliber-ate efforts by the Municipality towards development of markets. 

However, considering the increasing demand for space by trading -.i 

commercial enterprises feasibility of developing such infrastructure 

seems to exist.

Among the user charges, water tariff is expected to be ar. 

important source of revenue. Interestingly, no water tariff is lev; ; 

directly in the tom oi user charge. Water charge should Ve such s. v 

--over the annual peration and maintenance t. of wat^r supply 

system. In the absence of this, it might be difficult tc. susta-n water 

supply in t he long-run. For considerations of equity there should te a

1 O f .  
J.



progressive tariff structure in the sense that tJiose with hi.yier ferrule 

size connections would pay a higher rate and also the non-domestic 

sector would make a significant contribution to the revenue. An annual 

charge on private tube well, bore wells etc. may also be considered.
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Table VI.1

Comparative Position of Finances in Dttarpara, 

CMA and West Bengal as a Whole 

(Average chiring 1385-86 to 1989-90)

(per cent)

Item West Bengal CMA CMA Uttarpara

' Total Total (Class B)

Total

1. Own source revenue as 
% of total receipts

38.36

2. Non-tax revenue as % 

of total receipts

7 / 6.384 6.2

Non-tax revenue as % 

of own source revenue

1 o! i > 1 C\ A j.0 . "i

4. Per capita non-tax 

revenue (Rs.) A Oi . o

5. Per capita tot* 

receipts (Rs.) 77.54 30.4

Source: Computed from the data obtained from the SMFC, West

<»
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Table TI.2

loa-Tai lereioe i i  Dttarpara luiiclpalitj

( 8 s .  T h o u s a n d )

I t e i
19 85- 86 1 9 8 6 - 8 7 1 3 8 7 - 8 8 19 8 8 - 8 9 19 89- 90 A ver age

over
1985-90

i s  J  of 
avera ge  
I T S

A v e r a g e
a n n u a l

g r o s t h
r a t e

1 .  O s n  S o u r c e  H ev enu e 3 2 8 9 3 3 5 2 3 6 1 2 36 87 3 6 4 9 3 5 1 7 . 4
a .  Tax  Bevenue 2 3 1 0 2 3 8 0 2 5 1 4 2 4 0 6 2 5 38 2 4 2 3 . 6  ( 6 3 ! n it

b .  lo n- Ta i  H ev enu e 3 7 9 9 7 2 1 0 9 7 12 8 ! 1111 1 0 3 8  ( 3 1 ; 3 . 9 2

2 .  fSon-Tai H evenue

i )  Fees 624 6 4 9 4 6 8 632 492 5 7 3 5 2 . 6 6 ■) 2 . 7 5
i i )  Sent 41 93 157 168 173 1 2 6 . 4 1 1 . 6 1 5 1 . 5

i i i )  D s e r  C h a r g e s 2 3 ! 143

C
O

c-'l 2 6 4 281 23 6 2 1 . 6 9 1 0 . 5
i " )  I n t e r e s t  on I n v e s U e n t 22 - 1 2 4 1 4 2 . 2 61 6 9 . 8 4 6 . 4 6 3 . 1 6

v . I n t e r e s t  on r a t e s
and  ta x e s 76 ? ! 32 74 105 8 3 . 6 . _ r. A 3 . 5

v i )  F i n e s - - - A />

U.i -

lote: F i g u r e s  in  p a r e n t h e s i s  r e p r e s e n t  s h a r e  i n  on s o u r c e  r e v e n u e .

S o u r c e :  C o i p u t e d  f r o i  tb e  d ata  o b t a i n e d  f r o »  the  S B F C ,  S e s t  B e n g a l .



Table V I.3

Comparative Position of Finances in Kamarhati, 

the CMA and West Bengal

(Average duriiig 1985-86 to 1939-90)

(per cent)

Iteifi West Bengal CMA
'TV+̂ 'l 'T--.+ r 1 LUli&.JL I’-..'LO.i

CMA
r'm r- ■- A \ •v n;
m „ 7
i O Lo.i

1 . ’Own source revenue 

as % of total receipts

ng * nr. n .-/O . *i . .j 1 A•J-±

2. Non-Tax revenue as % 

of total receipts

1 'T p rf : . 0 . t r. *?•J . 3.6

3. Non-Tax revenue as % 

of own source revenue

01 O O IQ wX . «_•* XU 1 TX ’

4. Per capita non-tax 

revenue (Rs.)
6 5.3 4 . O 2.6

5. Per capita total 

Receipt (Rs)
77.54 8.3 o r. oUw' . ’jn *3

Source: Computed on the basis of data obtained from the SMFC, 

West Bengal.
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loi-Tai leienue i i  laaarkati Im icipalit/

Table TI.4

( I s .  T h o u s a n d s )

I t e i 1985-86 19 86- 8 7 19 87- 88 19 88- 8 9 1 9 8 9 - 9 0 A ver age
over
19 85- 90

i s  X
of  a v e r ­
age STB

Average
annua l
g r o s t h
ra te

1 Own source revenue 6 1 2 2 6 2 7 2 6301 T754 8 5 3 2 6 9 9 6 3
( a ) Tax  r e v e n u e 5 6 1 8 5 5 7 6 5 7 3 5 6 6 2 2 7 4 1 4 62 07 7 4 

. t

( b ) l o n - t a x  r e v e n u e - tftrf 
j u t 6 9 6 56 6 1 0 62 1 1 1 8 789 i y *

2 . T o t a l  t r a n s f e r s  f r o i  t h e  S t a t e 7 8 5 2 1 2 5 4 4 1 4 3 7 9 16 2 6 7 1 3 6 3 4 1 2 9 3 5

( a ) S h a r e d  t a x e s 4 1 6 9 7 2 2 1 9 3 2 9 1 0 1 8 9 8 2 1 4 7 8 2 4

( b ) O t h e r  t r a n s f e r s 3 6 8 3 5 3 2 3 5 0 5 0 6 0 7 8 5 4 2 0 51 11

9 T o t a l  r e v e n u e  r e c e i p t s 13 974 18 8 1 6 2 0 6 8 0 24 0 2 1 2 2 1 6 6 19931

4 . Hon-tax r e v e n u e

( I ) Fees 225 247 191 396 34 6 281 36 2 0 . 4

( i i ) Bent 2 3 . 0 8 3 5 . 1 41 45 78 44 5 . 6 38

( i i i ) O s e r  c h a r g e s 3 1 . 1 3 1 . 6 5 2 . 6 4 5 . 8 2 7 8 88 11 1 3 3 . 6

( i v ) I n t e r e s t  on i n v e s t a e n t - - - - - - - -

( v ) I n t e r e s t  on r a t e s  an d  t a x e s 40 38 52 57 55 48 6 9 . 5

( v i ) F i n e s - - - - - - - -

( v l i ) D e v e l o p i e n t  f e e s  u n d e r  TCP 97 125 145 2 3 5 157 152 1 9 . 2  ' 1 8 . 5
( v i i i )  l i s c e l l a n e o u s  i n c o i e  f r o r  o t h e r

s o u r c e s 88 219 83 2 8 3 204 175 22.2 75

lot .e :  *  Ob  ignorin fi  h i g h  « i s c e l l a n e o u s  i n c o » e  for  the y e a r s  19 8 9 - 9 0  g r o s t h  r a t e  c o s e s  dosn  to  I f . 5 per c e n t .
tt g a t e  o f  g r o s t h  o f  u s e r  c h a r g e s  i s  h ig h  b eca us e  o f  a very  h i g h  i n c r e a s e  i n  i n c o i e  f r o *  s a l e  of

l a n u r e  f r o i  Bs 1 2 0 0 0  i n  1 9 8 7 - 8 8  to h  2 3 6  t housand  in  1 9 8 9 - 9 0 .

S o u r c e :  C o i p u t e d  on t h e  b a s i s  o f  d a t a  o b t a i n e d  f r o i  the  S 8 F C ,  N es t  B e n g a l .
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CHAPTER VII 

Main Findings arid Hecotanendations

I . Introduction

Adequate provision of civic services is directly related to tlr. 

question of adequacy of resources at the disposal of j. oal til'dies. With 

most local bodies experiencing the fa llin g  incomes and rising 

expenditure levels, deterioration  in the level of services is 

inevitable.

While poor growth in revenue is largely due to the rigidity ;n 

the tax revenue local bodies, constraints in the tax revenue, winch form 

about 80-90% of own source revenue, are on account of both 

administrative bottlenecks and political interference at the local as 

well as state level.

As a result, dependence of local bodies on transfers from the 

state governments has increased. Increasing fiscal pressures on 

higher-level governments, however, make I t  appear unlikely that the 

transfers will continue to flow in similar magnitude in the future. 

Moreover, in view of ' uncertainty aiid irregularity of transfers it ic 

virtually impossible v_> include them in budgetary plans.

It  is , therefore, considered imperative to explore non-tax 

revenue sources for supplementing own source incoire of the local bodies. 

Thus, one of the basic .issues in urban local finances seerns to relate to 

the augmentation of non- * revenue of the local, bodies, which also 

fo .ussed the major oonoeiw of this study, with a f-.ous primarily on West 

Beiigal.
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II . Main Findings

The salient points emerging from the analysis in preceding 

chapters may be listed as follows'.

i. Gravity of urban local finances is more pervasive in West 

Bengal when compared with other states. The performance of 

West Bengal in regard to non-tax revenue is even more 

critical, for NTR shows a negative growth in real terms.

ii . The disparity in revenue of the urban local bodies across

states is not wholly on account of inter-State disparity in 

delegated sources of revenue, disparate state functional and 

fiscal relationship and differing levels of urban income of 

the States but equally on account of other factors - that 

is, attributable to injproper pricing of various services, 

reluctance of local bodies to use their revenue powers to 

the required extent and inefficient enforcement. '

i i i .Contribution of non-tax revenue to the total revenue of 

local bodies is extreroely low (7 - 10%). What comes as a 

surprise is that the non-CMA Municipalities have higher 

non-tax revenue than CMA Municipalities.

iv. The composition of total own source revenue, in West Bengal, 

shows that property tax is the major source of revenue in 

both CMA and non-CMA, though higher in CMA than non-CMA.

v. Among the total revenue receipts, transfers are the most, 

important in both CMA and non-CMA, forming about 65% and 60% 

of the total revenue respectively.

\yj.



vi. For most sources of revenue, there is no clear clar' pattern 

in CMA Municipalities. However, among non-CMA local todies, 

Class A Municipalities perform the best in own source 

revenue, followed by Class B and Class C Municipalities.

vii.There is no significant improvement in terms of per capita 

revenue during the years 1985 to 1990.

viii.Among non-tax revenue source, the most important caries are ■ 

the rents and fee for water connection. The rest are 

insignificant, and the same trends persist throughout the 5 

years period under study.

ix. The cost recovery in QIC water supply system is very poor,

for water system generates only 13 per cent of the total

operating expenses. Because of low operating revenues a-.d 

lack of funds, maintenance of water system has suffered. 

The poor growth in revenue is attributed to inefficiency in 

production.

x. The cost recovery in regard to solid waste collection and

disposal is even more disappointing, with only Rs. 2 .3  per
I

capita revenue as against a per capita expenditure of little 

over Rs. 44.

xi. The level of public satisfaction, vis-a-vis, both the water

supply and the solid waste management in poor in Calcutta.

xii.Most important of the under-used potential revenue sources 

are: user, charges, rents and fees.

133



xiii.The poor growth in non-tax revenue, vis-a-vis, the growth 

in expenditure is largely due to, airong other causes, lack 

of financial planning, inadequate accounting and record 

keeping, laxity in enforcement and collection, non-revision 

of rates and virtually no efforts to eontrod expenditures.

I I I .  Recoraoaidations

On the b a sis  of find ings  in  th is  study , the follow ing  

recommendations are made.

i. More attention  needs to be given  for more fruitful 

exploitation of non-tax revenue potential in West Bengal.

ii . To the extent possible, c ivic  services especially, water 

supply, sewerage and solid  waste collection and disposal 

should be made self-financing.

In achieving this, it would be necessary to delink service 

charge with the property tax and also visualise cost 

recovery as one of the key requirements for sustainable 

development of services.

i i i .  The income re-distribution considerations may require 

differential pricing. However, modest differentials in 

rates for different category of users should be preferred. 

Further, the rates that rise with the quantity of service 

consumed are more desirable.

iv. There is a general reluctance to levy direct charge/fee, and 

periodically revise the rates of charge/fee on the part, of 

local bodies. State government should induce as well as 

assist local todies to act in this direction.

n  4



v. In the case of remunerative projects, urban services arid 

various fees separate accounts should be maintained for 

proper monitoring and control of receipts and expenditures 

under each activity.

vi. Often skilled management and man power are scarce for local 

bodies. It is, therefore, essential to advice local bodies 

on the ways and means to be adopted by them for increasing 

their incomes and the pattern to be followed while incurring 

expenditure. In this context, the Directorate 0 1  Local 

Bodies is required to play a more effective role.

vii.Local bodies need to be helped in atleast 3 major areas, 

v is ., (a) accounting methods, (b) budgeting and (c) fixing 

of user charges. Training programmes conducted by the 

Institute of Local Government and urban Studies (ILGUS) are 

yet to result ir. any s ig n ific a n t  improvement in the 

performance of local voaies in regard to above. It is 

possible that a more extensive training of the existing 

staff and a separate cadre of Municipal services in future 

may bear more fruits.

135



RKFERBNCES

Bagchi, A. and T .K . Sen (1989), Fiscal Decentralisation, Resource 

Mobilisation and Effective use of National Resources for 
Development: The case of India, presented at ESCAP/NIPFP 
seminar, New Delhi.

Bagchi, A (1991), State of Municipal Finances in India and the Issues of 
Devolution: A Note, Current Policy No.4, NIPFP. New Delhi.

Banerjee, T.K. (1989), State-Local Fiscal Transfer Policy: case of the 

Calcutta Metropolitan Area, in Urban Management in Asia, ( 

UNCHs, EDI (The World Bank) and NIUA, 1989. '

Banerjee, T.K. (1991), 'Local ivesource Mobilisation (unpublished).

Bird, R.M. (1976), Charging for Public Services: A New Look at an Old 

Idea, Canada, Canadian Tax Foundation.

Central Council of Local Self Government on Augmentation of Financial 

Resources of Urban Local Bodies (1963), New Delhi. ’

Government of West Bengal (1991), Solid Waste Management System in 
Calcutta, A Status paper.

Government of West Bengal (1991), Calcutta's, Urban Future: Agonies from 

the Past and Prospects for the Future.

Linn, J.F . (1985), Urban Finances in Developing Countries, World Bank.

National Institute of Public Finance and Policy (1991), Management 
Capabilities of Urban Local Bodies in India.

National Institute of Public Fiiiance and Policy (1992), Devolution of 
Funds to Urban Local Bodies.

National Institute of Urban Affairs (1983), A study of the Financial

Resources of Urban Local Bodies in India and the level of
services provided (Parts I and I I ) , New Delhi.

National Institute of Urban Affairs (1989), Upgrading Municipal 

Services: Norms and Financial Implications, New Delhi.'

National Institute of Urban Affairs (1991), Pricing of Urban Services, 

Research Study Series No.48, New Delhi.

Rao, M.G. (1992), State Transfers to Municipal Bodies, Paper prepared as

part of tl’ie World Bank Study on Financing of Urban Services
in India.



Rao, N.R. (1936), Municipal Finance in India (Theory and Practice.

SivLth, R.S. (1974), Financing Cities in Developing Countries, in IMF' 

• Staff r'.pers, Vol. XXI, No.2.

Task Force, Government of India, Planning Ccwmission (1333), Task Force 

on Housing and Urban Development I I , Financing of Urban 
Development, New Delhi.

World Development Report (1988), World Bank.


