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PREFACE

The N a t i o n a l  I n s t i t u t e  o f  Pub l  ic F in a n ce  and P o l i c y  
i s  an autonomous n o n - p r o f i t  o r g a n i s a t i o n  ufaose ^ a jo r  fu ro *  
t i o n  are to  c a r r y  out r e s e a r c h ,  unde r take  c o n s u l t a n c y  work 
and impart  t r a i n i n g  in  the  a r e a  of p u b l i c  f i n a n c e  and p o l i c y .

T h is  s tu d y  uas sponsored  by the  D e l h i  A d m in i s t r a t i o n  
a long u i t h  the s t u d i e s  of the s a l e s  tax  end the e n t r y  tax 
whose r e p o r t s  are be ing  sub m it ted  s e p a r a t e l y .  The s tu d y  
was begun in  May 1983 and uas completed  in  ^arch 1984.

The r e p o r t  i s  a p roduct  of team work .  The work on 
t h i s  s tud y  was l a r g e l y  c a r r i e d  out by Dr Shyam Nath under 
the  gu idance  of Dr R 3 C h e l l i a h .  He uas a s s i s t e d  by 
Mr D iuan  Chand and Mr A C Dubey. W h i l e  the  f i e l d  uork uas 
e n t i r e l y  c a r r i e d  out by Dr Shyam Nath w i th  the he lp  of 
r e s e a r c h  a s s i s t a n t s ,  the  a n a l y s i s  has been the  j o i n t  
r e s p o n s i b i l i t y  of Drs Shyam Nath and C h e l l i a h .  The o r i ­
g i n a l  d r a f t  of  the  r e p o r t  uas p repared  by Dr Shyam Nath .
The f i n a l  d r a f t  has been p repared  by Dr R 3 C h e l l i a h  u i t h  
the  h e lp  of Dr Shyam Nath .

I t  i s  hoped th a t  the com prehens ive  a n a l y s i s  of the  
sys tem  of p r o p e r t y  tax  in  D e l h i  and of the t r e n d s  in  i t s  
y i e l d ,  the  e v a l u a t i o n  of methods of assessment  and admi­
n i s t r a t i o n  and the  d i s c u s s i o n  on r a t i o n a l i s a t i o n  o f  the 
s t r u c t u r e  of p r o p e r t y  tax and improvement in  the  admi­
n i s t r a t i o n  c o n ta in e d  in the  r e p o r t  w i l l  be of h e lp  to  the 
D e l h i  A d m in i s t r a t i o n  and th e  l o c a l  bod ies  co n ce rn e d .



The Govern ing  Body of tha I n s t i t u t e  does not take  
r e s o o n s i b i l i t y  f o r  any of the v i p ^s exp ressed  in  t h i s  
r e p o r t .  T h is  res  d ons i b i l  i t y  be longs to the  s t a f f  of the  
I n s t i t u t e  and more p F.rt i c  u l  a r l y  • to  the au th o rs  of the  
rep o r t .

K. S r i n i v a s a n  
3 o n io r  C o n s u l t a n t  

f o r  D i r e c t o r
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1 .0 .1  In  September  ■ 1 982 j D e l h i  A d m in i s t r a t i o n  
e n t r u s t e d  t o  the I n s t i t u t e  an in d ep th  s tu d y  of s a l e s  
t a x ,  p r o p e r t y  t ax  and o c t r o i  be ing  l e v i e d  in  the Union 
T e r r i t o r y  of  D e l h i .  The s tudy  of the  t h r e e  t a x e s  was 
conducted  s i m u l t a n e o u s l y .  Houever ,  f o r  the sake of 
co n ven ie n ce  of p r e s e n t a t i o n  as u e l l  as of  c o n s i d e r a t i o n  
by the  a u t h o r i t i e s ,  i t  has been d ec id e d  t o  submit  s e p a r a t e  
r e p o r t s  on the  t h r e e  t a x e s .  The- p re se n t  r e p o r t  d e a l s  
e x c l u s i v e l y  u i t h  the  p r o p e r t y  tax  l e v i o d  by the  m u n ic ip a l  
bod ies  in  the Union T e r r i t o r y  of D e l h i ,

1. Terms of R e fe r e n c e

1.1 .1-  The p r e s e n t  s tu d y  e n t i t l e d  An Indep th  S tu d y  of 
S t r u c t u r e  and Assessment of  P r o p e r t y  Tax in  the  Union 
T e r r i t o r y  of  D e l h i ?f has been u n d e r ta k en  u i t h  the f o l l o w i n g  
terms of r e f e r e n c e :

( i )  To r e y i e u  the  e x i s t i n g  s t r u c t u r e  of p r o p e r t y  
t a x a t i o n  in  D e l h i  and to  examine i t s  r o l e  and 
s ign i f  i c  ance ;

( i i )  To a n a ly s e  the  t r e n d s  in  the  revenue from the 
p r o p e r t y  tax  u i t h  a v i e u  t o  i d e n t i f y i n g  the  
main f a c t o r s  a f f e c t i n g  i t s  g rou th ;

( i i i )  To examine c r i t i c a l l y  the base of the p r o p e r t y  
t ax  and to i n d i c a t e  p o s s ib l e  l i n e s  o f  r e fo rm ,  
keep ing  in  v i e u  the broad o b j e c t i v e s  of p o l i c y ,  
p a r t i c u l a r l y ,  the  need f o r  r e s o u r c e s ,  e q u i t y  
and e n s u r in g  adequate f l o u  of in ve s tm en t  in 
hous ing  ;

( i y )  To examine the  p r e s e n t  s t r u c t u r e  o f  the
p r o p e r t y  tax  r a t e s  and t o  suggest  measures 
f o r  r a t i o n a l i s a t i o n ,  i n  c o n f o r m i t y  u i t h  the 
p o l i c y  o b j e c t i v e s  mentioned under i tem ( i i i )  
above;



( v )  To sugges t  ways of im prov ing  the ad m in i ­
s t r a t i o n  of the  p r o p e r t y  tax  w i th  a v iew ,  
t o  e x p e d i t i n g  assessment and d i s p o s a l  of 
appea ls  in  o rder  t o  en su re  a s t e a d y  g ro u th  
of reven u e  and to  m in im ise  i n c o n v e n ie n c e  to  
the  t a x p a y e r s ;  and

( v i )  To examine the  need f o r  c r e a t i o n  of  an appe­
l l a t e  a u t h o r i t y  w i t h i n  the  l o c a l  bod ies  to  
hear apncr . ls  a g a in s t  the  o rde rs  passed  by the 
a s s e s s in g  a u t h o r i t i e s .  Such a p p e l l a t e  au tho ­
r i t y  may be appo in ted  by the l o c a l  b o d ie s ,  be 
independen t  in  the e x e r c i s e  of j u d i c i a l  
f u n c t i o n s  and the  o rd e r s  of such a p p e l l a t e  
a u t h o r i t y  be a p p l i c a b l e  in  the D e l h i  High 
C o u r t .  At the  same t im e ,  f i l i n g  up of  s u i t s  
in  c i v i l  c o u r t s  may be e x p r e s s l y  b a r r e d  under 
S e c t i o n s  169 and 170 of the D e l h i  M u n ic ip a l  
A c t ,  1 957.

1 . 1 .2  The s tu d y  was expec ted  t o  beg in  in  the  month of 
November,  1982 and to  be completed in  about 10 months t im e .  
H oueve r ,  the  a c t u a l  uork bn the  s tu d y  cou ld  s t a r t  o n ly  in  
the  month of  May, 1983.

1 . 1 .3  F o r  an in d ep th  e x a m in a t io n  o f  any t ax  s y s t e m ,  gene­
r a l l y  a l o n g e r  p e r io d  shou ld  be c o v e r e d .  D i s c u s s i o n s  w i t h  
the o f f i c i a l s  of the  l o c a l  b od ie s  r e v e a l e d  t h a t  d a t a  base 
uas poor p r i o r  t o  1960. T h e r e f o r e  the  p e r io d  chosen f o r  
a n a l y s i s  uas 1960-82. I t  uas d ec id e d  to  c o l l e c t  th e  r e ­
q u i s i t e  i n f o r m a t io n  f o r  t h i s  p e r io d  in  the  f o l l o u i n g  ways .
A l i s t  o f  d a t a  r e q u i r e m e n t  p e r t a i n i n g  t o  m u n ic ip a l  f i n a n c e s  
i n c l u d i n g  v a r i o u s  components of  property-  tax  r e v e n u e ,  a ss ­
essment of  p r o p e r t  y and o b j e c t  io n s  and appe a l s  u as s ubm itted  
t o  th e  budget d epa r tm en t  and the assessment depa r tm en t  o f  the 
M u n i c ip a l  C o r p o r a t i o n  o f  D e l h i  (M CD) , Neu D e l h i  M u n ic ip a l  
Committee (NDMC) and D e l h i  Cantonment Board (DCB) . A f t e r  
r e c e i v i n g  the  d a t a  from th e  tu o  ded?rtfnfee»t&, the  d a t a  gap 
uas worked out and i t  uas d ec ided  t o  f i l l  up th e  gap by 
c o l l e c t i n g  the  rem a in in g  d a t a ,  d i r e c t l y  from the r e c o rd s  of



the  l o c a l  b o d ie s .  In  t h i s  c o n n e c t i o n ,  budget documents 
and o th e r  r e l e v a n t  documents were- c o n s u l t e d  , such as i n s ­
p e c t i o n  books,  assessment r e g i s t e r s ,  assessment f i l e s  and 
demand and c o l l e c t i o n  r e g i s t e r s .  I t  was a l s o  d ec ided  t o  
s tud y  the  assessment of s e l e c t e d  p r o p e r t i e s  more i n t e n ­
s i v e l y .  Two sam p le s ,  one each from the  MCD and the NDMC, 
of 1 500 and 200 h o ld in g s ,  r e s p e c t i v e l y ,  were s e l e c t e d .  The 
sample d e s ig n  i s  p re se n te d  in  the  append ix .  The o b j e c t i v e  
beh ind  the  sample s u r v e y  was to  c o l l e c t  i n f o r m a t i o n  on the 
e x i s t i n g ,  proposed and dec ided  r a t e a b l e  v a l u e s ,  reasons 
f o r  r e v i s i o n s  (upward or downward ) ,  c a r p e t  a r e a  and p a t t e r n  
of occupancy and use .

1 . 1 .4  In  a d d i t i o n  t o  th ese  d a t a ,  i n fo r m a t io n  on s a l e  
v a lu e s  of p r o p e r t i e s  was ob ta ined  from the  v a l u a t i o n  c e l l
of  the  income-tax d ep a r tm en t .  In  the  case of r e n t - c o n t r o l l e d  
p r o p e r t i e s ,  i n f o r m a t io n  on r e n t s ,  b e fo re  and a f t e r  the  f i x a ­
t i o n  o f  standard- r e n t , a long  w ith  the  a rea  o f  the p r o p e r t y ,  
was ob ta ined  from the o f f i c e  of the  R e n t  C o n t r o l l e r ,  D e l h i  
A d m in i s t r a t i o n ,  I n f o r m a t io n  on p o p u l a t i o n ,  income ( c i t y  
d o m es t ic  p r o d u c t ) ,  p r i c e s  and co s t  of c o n s t r u c t i o n  was 
c o l l e c t e d  from ( i )  Bureau of Economics  and S t a t i s t i c s ,  D e l h i  
A d m in i s t r a t i o n ,  and ( i i )  N a t i o n a l  B u i l d i n g s  Org a^Ls at i o n , 
M i n i s t r y  o f  Uo rks  and Hous ing ,  Government of I n d i a .  The 
d a t a  c o l l e c t e d  by the N IP FP ’ f o r  an e a r l i e r  s tudy on P r o p e r t y  
T a x a t i o n  in  U es t  B e n g a l ,  at  the  r e q u e s t  o f  the  U e s t  Benga l  
M u n i c ip a l  F in a n c e  Commission^ Government o f  Uest  B e n g a l ,  
have been used f o r  i n t e r - c i t y  co m p ar iso n s ,

1 . 1 . 5  The s tu d y  i s  p re se n te d  in  s i x  c h a p t e r s .  Chap ter  
I I  d e a l s  w i th  the  growth o f  D e l h i  M e t r o p o l i t a n  area-and 
m u n ic ip a l  r e s p o n s i b i l i t i e s .  I t  has been argued t h a t  when 
one c o n s id e r s  the  revenue  s o u rce s  on wh ich  the growth  o f  
revenue must depend, the p r o p e r t y  tax  would have to  bear  a



l a r g e  sha re  o f  the l o a d .  C h ap te r  I I I  examines th e  p r o p e r t y  
tax  system  of the t h r e e  m u n ic ip a l  b o d ie s  in  the  Union 
T e r r i t o r y  o f  D e l h i  and i t s  g rou th  per fo rm ance  has benn c r i ­
t i c a l l y  e v a lu a t e d  in  Chap te r  IV .  C h a p te r  V a n a l y s e s  the  base 
and r a t e  s t r u c t u r e  of the p r o p e r t y  t a x .  C h a p te r  V I  d i s c u ­
s ses  the  m e r i t s  and d e m e r i t s  of the a v a i l a b l e  a l t e r n a t i v e s  
t o  r e fo rm  tha  sys tcT i  and p r e s e n t s  s p e c i f i c  p ro p o s a l s  f o r  
r e f o rm .  F i n a l l y ,  Ch ap te r  V I I  p r e s e n t s  a summary and 
c o n c lu s  i o n s .



I I .  GROUTH OF DEL H 2’'#ETR QPOL IT AN 
AREA AND MUNICIPAL 

R E S P O N S IB I L IT Y

1. In.tr  od uct  ion

2 .1 .1  Most of  the L e s s  Deve loped  C o u n t r i e s  have e x p e r i ­
enced a r a p id  r a t e  of u r b a n i s a t i o n  in r e c e n t  d ecad es .  
A l though  the  g rou th  of  urban p o p u l a t i o n  i s  d i s t r i b u t e d  
o ve r  the e n t i r e  range of  urban c e n t r e s ,  the newly  u rb an is e d  
p o p u l a t i o n  i s  u s u a l l y  h i g h l y  c o n c e n t r a t e d  in  and around 
l a r g e  c i t i e s .  S m a l l  and medium-size c i t i e s  have a l s o  grown 
r a p i d l y ,  but  i t  i s  in  the b ig g e r  c i t i e s  t h a t  the d i f f i ­
c u l t i e s  of a d j u s t i n g  to  r a p id  g ro u th  tend t o  become more 
v i s i b l e .  Because of t h e i r  sh e e r  s i z e  in  terms o f  popu­
l a t i o n ,  the l a r g e  c i t i e s  in  LDCs d e s e r ve  the a t t e n t i o n
o f  c i t y  p l a n n e r s ,  a d m i n i s t r a t o r s  and e c o n o m is t s .

2. P o p u l a t i o n  Grouth  in  and Around D e l h i

2 .2 .1  Fo r  a more or l e s s  f i x e d  m u n ic ip a l  a r e a ,  p o p u la ­
t i o n  g rou th  r e s u l t s  from n a t u r a l  g routh  o f  p o p u l a t i o n  
and ne t  i n - m i g r a t i o n .  The combined e f f e c t  of  the  two 
d e t e rm in a n ts  o f  p o p u l a t i o n  grouth has been t h a t ,  among the  
major  I n d ia n  c i t i e s ,  D e l h i  has e x o e r ie n c e d  the  f a s t e s t
pace of p o p u l a t i o n  g ro u th  d u r in g  the l a s t  tu o  d e c a d e s .  D e lh  
(U rban  A g g lo m e ra t io n :  DUA) which c o n s i s t s  o f  MCD, NDPIC, DCB 
and a feu  u rb a n is e d  v i l l a g e s  in  and around D e l h i ,  r e g i s t e r e d  
p o p u l a t i o n  i n c r e a s e  o f  45.9 per  c e n t  d u r in g  1971-81 com­
pared  t o  the  c o r r e s p o n d in g  i n c r e a s e s  of 3 2 .6 ,  30 .4  and
34.2 per  c e n t  r e s p e c t i v e l y  f o r  G r e a t e r  Bombay, C a l c u t t a  
a«d Madras (T a b le  1 1 .1 ) .  D e l h i  i s  now th e  t h i r d  l a r g e s t  
c i t y  of I n d i a  w i t h  a popul at  io n  of 57 l a k h s  (1981 census).



2 .2 .2  Peop le  have co ng rega ted  in  and around D e l h i  in  
o rder  t o  tak e  advantage  of improved employment and income- 
e a r n in g  avenues .  The l o c a t i o n  of t h e  e s t a b l i s h m e n t s  of 
C e n t r a l  and l o c a l  governments and a s t r o n g  t r a d e  and comm­
e rce  base produced the  i n i t i a l  impetus t o  th e  c i t y »s g rou th  
and a t t r a c t e d  peop le  from d i s t a n t  a r e a s .  In  r e c e n t  y e a r s  
r a p id  expan s ion  of  i n d u s t r i e s ,  m a in ly  of • the- s m a l l - s c  a le  
ty.pe, has f u r t h e r  a c c e l e r a t e d  the  p o p u l a t i o n  g r o u t h .
Accord ing t o  the  1971 c e n s u s ,  m ig ran ts  c o n s t i t u t e d  46 per  
c e n t  of urban D e l h i ’ s p o p u l a t i o n .  They moved m a in l y  from 
the  th ree  a d j o i n i n g  S t a t e s ,  name ly ,  U t t a r  P r a d e s h ,  Haryana  
and P u n jab .

2 .2 .3  In  a d d i t i o n  to the g rou th  of  the r e s i d e n t  p o p u l a t i o n  
uh ich  c o n s i s t s  of the  e x i s t i n g  p o p u l a t i o n  and a d d i t i o n s  due 
t o  n a t u r a l  g routh  and n e t  i n - m i g r a t i o n ,  D e l h i ,  l i k e  o th e r  
c i t i e s  . in  I n d i a ,  but p r o b a b l y  t o  a g r e a t e r  e x t e n t  now, has 
co n t in u e d  t o  r e c e i v e  d u r in g  day t im e  peop le  from the  su b u rb s ,  
a d j o i n i n g  touns and r u r a l  a reas  uh o come t o  work ,  t r g d e ,  shop 
and f o r  v a r i o u s  o th e r  p u rp o ses .  In  the  absence o f  any 
p r e c i s e  i n f o r m a t io n  t h a t  can t h r o u  l i g h t  on the  magnitude
of the  f l o a t i n g  p o p u l a t i o n ,  a rough id ea ,  h o u e ve r ,  can be 
formed on the b a s i s  of the p o p u l a t i o n  t r e n d s  in  the  touns  
and u rb a n is e d  v i l l a g e d  s u r r o u n d in g  m e t r o p o l i t a n  D e l h i .  T ab le
11.2-shous the  p o p u l a t i o n  g rou th  in  the  PCD a r e a  d u r in g
1.971-81 . T h is  i n d i c a t e s  t h a t  a r a p i d  g ro u th  in  p o p u l a t i o n  
has o ccu r red  in  the u rb a n is e d  v i l l a g e s  a d j o i n i n g  the  c i t y  
of D e l h i .

2 . 2 . 4  S i m i l a r l y ,  th e  p o p u l a t i o n  g ro u th  r e g i s t e r e d  by the 
a d jo i n i n g  to u n s ,  p a r t i c u l a r l y  Ghaz iabad  and Far-idabad, has 
been f a r  h ig h e r  than t h a t  reco rded  in  th e  ■QUA. E v en  garea9 
under the Meerut an d  Gurgaon M u n ic ip a l  Bpards have w i tn e s se d  
a p o p u l a t i o n  g ro u th  not l e s s  th an  t h a t  observed i n  D e l h i .



T he Grouth of L a rg s  C i t i e s ' *  and H i n t o  r l  and s * *

P o p u l a t i o n  1981 P o p u l a t i o n  Grouth  P o p u l a t i o n  G rou th
( i n  l a k h )  ( C i t i e s )  ( p e r  c e n t  ( H i n t e r l a n d )  ( p e r

C i t y  C i t y  H in t e r -  __ per  annum> ___  c e n t  per  annum)
lan d  196 1-71 1 971-81 1 971 — 81

C a l c u t  t a 91 .65 13.17 2.05 2.69 3 .04
Bombay 82.1 7 12.13 3. 70 3.26 5.09
D e l h i 57.13 20.73 4.45 4. 59 5.83
M ad r  as 42.76 9.72 5.01 3 .04 2.93
Ban ga l  ure 29.13 1 1 .27 3 .27 5.82 3.40
Hyderabad 25.28 6 .42 3.71 3 .42 5.08

1

N o t e s : *  C i t y  r e f e r s  t o  urban a g g lo m e r a t i o n .  S o u r c e :  P l a n n in g  Commission
! ? . (1983) ,  p . 36
* *  H i n t e r l a n d  r e f e r s  t o  a l l  th o se  towns 

u i t h  1971 p o p u l a t i o n  of  20,000 and 
more and u i t h i n  r o u g h l y  100 kms. 
r a d i u s  o f  th e  c i t y  measured as 
s t r a i g h t l i n e  d i s t a n c e .



-  a  -

T a b le  11.2 amply d em o n s t ra te s  t h a t  ex cep t  in  Madras-and 
B a n g a lo r e ,  the h i n t e r l a n d s ,  i . e . ,  touns  u i t h  p o p u l a t i o n  
of 20,000 and more and w i t h i n  a ro u g h ly  100 km r a d iu s  of  
the  c i t y ,  have e x p e r ie n c e d  h i g h e r  p o p u l a t i o n  g rowth  than 
t h a t  in  the  main c i t  i e s  . Wore i m p o r t a n t l y ,  DUA’ s h i n t e r ­
l an d s  have r e g i s t e r e d  th e  h ig h e s t  r a t e  o f  p o p u l a t i o n  growth 
and c o n c e n t r a t i o n  d u r in g  1971-81. The growth o f  the 
p o p u l a t i o n  of the h i n t e r l a n d s  at  an unp receden ted  r a t e  must 
have c o n t r i b u t e d  t o  th e  r a p id  growth o f  the  day t ime 
p o p u l a t i o n  in  D e l h i .

3. Growing E x p e n d i t u r e  R e s p o n s i b i l  i t y

2 .3 .1  The c o n c e n t r a t i o n  of p o p u l a t i o n  in  th e  m e t r o p o l i t a n  
a reas  a long w i t h  th e  growth o f  the  f l o a t i n g  p o p u l a t i o n  has 
in c re a s e d  t h e  demand f o r  d i f f e r e n t  urban p u b l i c  s e r v i c e s  
at a r a p id  r a t e .  C o n s e q u en t ly  the  m u n ic ip a l  governments  
have had to  assume grow ing  e x p e n d i t u r e  r e s p o n s i b i l i t y  on 
s e r v i c e s  such  as m a in tenance  of  r o a d s ,  w a te r  s u p p l y ,  d r a i n ­
age and c o n s e r v a n c y ,  f i r e  p r o t e c t i o n ,  p u b l i c  h e a l t h ,  and 
e d u c a t i o n .  I f  the  l e v e l  o f  per c a p i t a  revenue e x p e n d i t u r e  
i s  any i n d i c a t o r  o f  the l e v e l  and q u a l i t y  o f  c i v i c  s e r v i c e s  
■ r o v id e d  by the urban  l o c a l  b o d ie s ,  one would f i n d  th a t  
s i x  major I n d ia n  c i t i e s  had per  c a p i t a  revenue  e x p e n d i t u r e  
l a r g e r  than  th ose  in  the  sm a l l  l o c a l  j u r i s d i c t i o n s - ^ .  A l s o ,  
p e r  c a p i t a  revenue e x p e n d i t u r e  in  the  c i t i e s  in  1978—79 
was t h r e e  t o  fo u r  t im es  h ig h e r  than  the l e v e l s  a ch ie v e d  in  
1360-61 (T a b le  I I .  3 ) .

ii p « ■  .................................   ■

u  S m i th  (1974,  p. 333) found the per  c a p i t a  c i t y  expen­
d i t u r e  f r e q u e n t l y  f o u r / f i v e  t im e s  t h a t  of  l o c a l  
government in  g e n e r a l  in  most o f  the d e v e lo p in g  
c o u n t r i e s .



TABLE I I .2 

Area, P o p u la tio n  and Growth Rate

Lo ca l Area in  sq . km. P o p u la tio n  ( in la k h ) Growth R a te (P e r  cent
Bodies 1961 1971 1981 1961 1971 1981 1961-71 1971-81

Gurgaons
U .A . — - — — — 1 .01 — —
M.C , .5.18 15.33 - 0.38 0.57 0.89 +50.92 +56.27
C ,T . - - - - — 0.12 — -

F e r id ab ad :
Complex 12.80 12.80 - 0.40 0.86 3.27 +175.20 +281.25

Meerut s
U .A . 55.89 55/90 — 2.84 3.68 5.38 +29.49 +46.42
M .B . 13.80 13.81 - 2.00 2.71 4.17 +35.18 +47.80
C ,T . 35.69 35.69 — 0.75 0.85 0.94 +13.38 +10.25

Ghaziabad;
U .A . 11 .68 35.76 — 0.70 1 .28 2.92 +81.29 +128.63
M .B. 11.14 35.22 - 0.63 1.19 2.76 +88.06 +115.73
C .T . 0.54 0.54 - 0.07 0.09 0.11 +22.30 + 27.15

D e lh i %
U , A . 326.55 446.26 - 23.59 36.47 57.14 +54.57 + 56.66
M .C.D . 240.84 360.55 360.55 20.61 32.88 43.65 +59.65 + 47.97
IT .D . M.C. 42.74 42.74 42.74 2.62 3.02 2.72 +15.39 - 9.88
D .C .B . 42.97 42.97 42.97 0.36 0.57 0.91 +58.81 +.58.12

N ote : U .A . = Urban Agglom eration Sources Census of In d ia  (1971 and 1981);
M.C . = M u n ic ip a l C o rp o ra tio n  S e r ie s  1 - In d ia  P a r t  I I - A ( i )
C .T . = Cant onment



2 .3 .2  ; The l e v e l  of l o c a l  e x p e n d i t u r e ,  however ,  cannot  
bie t a k e n  to r e p r e s e n t  the  l e v e l  o f  s e r v i c e  a v a i l a b i l i t y  
as the  cos t  p e r  u n i t  of c i v i c  s e r v i c e s  p ro v id e d  d i f f e r s  
between d i f f e r e n t  urban l o c a l  bod ies  f o r  re a so n s  of inpu t  
p r i c e  d i f f e r e n c e s ,  s c a l e  economies and p r o d u c t i o n  and 
p r o v i s i o n  e f f i c i e n c y .  E ven  assuming th e s e  d i f f e r e n c e s  
away, a com par ison  of' th:: growth o f  p e r  c a p i t a  revenue  
e x p e n d i t u r e  in  nomina l  and r e a l  terms uould r e v e a l  t h a t  
the  nominal  per  c a p i t a  revenue  expend it-ure • has in c r e a s e d  
m a in ly  due to  p r i c e  r i s e ;  t h u s ,  the  demand-induced 
i n c r e a s e s  in  th e  s u p p l y  o f  c i v i c  s e r v i c e s  has been found 
to  be i n s i g n i f i c a n t .  In  f a c t ,  in  some of the  m u n ic ip a l  
j u r i s d i c t i o n s ,  the l o c a l  e x p e n d i t u r e s  in  r e a l  terms have 
gone down. These r e s u l t s  would e s t a b l i s h  t h a t  g row ing  
demand f o r  c i v i c  s e r v i & e s  consequen t  upon p o p u l a t i o n ,  
income and employment growth in  th e  c i t i e s  has e x e r t e d  
v e r y  l i t t l e  i n f l u e n c e ,  i f  any ,  on the s u p p l y .  These  f a c t s  
may a l s o  be i n t e r p r e t e d  t o  mean t h a t  the  q u a l i t y  o f  c i v i c  
s e r v i c e s  has gone down ove r  t i m e ,

2 . 3 . 3  Gross in a d e q u a c ie s  in  th e  urban p u b l i c  s e r v i c e s  
may be p o in te d  out by compar ing the  d e s i r e d  l e v e l s  w i th  
the  e x i s t i n g  l e v e l s  o f  l o c a l  e x p e n d i t u r e .  In t h e  y e a r  
1960-61 , the  per  c a p i t a  revenue e x p e n d i t u r e  of the major  
m u n i c ip a l  c o r p o r a t i o n s  ranged between Rs 18 and Rs 40, 
uh ich  f e l l  much below the  norm of Rs 43.50 p o s t u l a t e d  by 
the  Z a k a r i a  Committee (1 963) f o r  the s p e c i a l  c l a s s  o f  
c i t i e s  such as Bombay and C a l c u t t a ,  A l though the  l e v e l  
of pe r  c a p i t a  revenue  e x p e n d i t u r e  has i n c r e a s e d ,  r a n g in g  
betueen  Rs 75 and Rs 188 in  1977-78, -the norm f o r  the  
pe r  c a p i t a  revenue  e x p e n d i t u r e  f o r  the - se ven t  ie  s ■ and 
e i g h t i e s  would be much h ig h e r  than t h a t  f o r  the  y e a r  
1960-61 . I f  the  norm p r e s c r i b e d  f o r  the y e a r  1960-61 i s  
s c a l e d  up by an i n f l a t i o n  f a c t o r ,  here th e  growth  o f  CPlN



TABLE I I .3

Pe r C ap ita  Revenue Expend itu re  of Major M u n ic ip a l C o rporations
(Rupees)

1965i —66
" ■■ --—..... ; ■ ■ " -...■■■■ ' ■

1970-71 / 1975-76 1977 -78
Corporation Current

p r ic e s
Constant
p r ic e s *

Current
p r ic e s

Constant
p r ic e s *

Current
p r ic e s

C onst ant 
p r ic e s *

Current
p r ic e s

Constant
p r ic e s *

D e lh i 38.01 29.46 71.65 41.42 87.55 32.07 97.72 34. r ;
C a lcu tta - - 46.95 27.78 62.19 25.49 75.59** 28.85
Bombay 63.00 48.46 89.64 53.68 165.26 67.18 193.43 72.72
Madras 42.09 32.13 49.63 28.86 58.05 18.73 58.32 19.00
Ahmedabad 56.70 43.95 66.76 39.04 116.71 42.13 146.60 51.62
Bangalore 25.68 19.76 48.37 28.45 68.75 24.12 181.28 59.63
S ix  Corpo­
r a t io n s

45.98 — 62.17 93.09 — 125.49

Sm all Corpo­
r a t io n s

22.60 36.42 55.28 66.87.

* P e r  c a p ita  revenue expend itu re  d e f la te d  Sources CSO, S t a t i s t i c a l  A bstract
by 'C P  IN' urban ncaa-manual employees (V a rio us  Is s u e s )  1

**  1978-79



w hich  has in c r e a s e d  a p p ro x im a te l y  t h r e e f o l d  d u r in g  1 960-79, 
a f i g u r e  of Rs 141.37 i s  o b t a in e d .  I t  can be taken  to  r e ­
p r e s e n t ,  a l b e i t  c r u d e l y ,  the  c u r r e n t  norm fo r  the m u n ic ip a l  
governments of the l a r g e  c i t i e s  in  I n d i a .

2 . 3 .4  The a ch ie ved  l e v e l s  o f  per  c a p i t a  revenue  ex p en d i ­
t u r e  in  1977-78 lagged  behind t h i s  norm in  a l l  th e  major 
m u n i c ip a l  c o r p o r a t i o n s  e x c e p t in g  Bombay. However, t h i s  
gap uou ld  be l a r g e r  i f  i n t e r - t e m p o r a l  changes in  s o c i e t y ' s -  
p r e f e r e n c e s  are a l s o  t a k e n  i n t o  a c c o u n t .  S o c i e t y ' s  e v a l u a ­
t i o n  of  the e x t e n t  afid a v a i l  a b i l  i t y  of p u b l i c  s e r v i c e s  may 
undergo change ove r  t im e ,  perhaps n e c e s s i t a t i n g  a h ig h e r  
l e v e l  of l o c a l  e x p e n d i t u r e  than  what eas d e s i r e d  20 y e a r s  
ago. T h i s  would r e q u i r e  an upward r e v i s i o n  of  the  norm.
In  v iew  of the dynamic a sp ec t  o f  s o c i e t y ' s  a s p i r a t i o n s  and 
r e q u i r e m e n t s ,  the  r e l a t i v e l y  h ig h e r  l e v e l  of- per  c a p i t a  
revenue  e x p e n d i t u r e  a ch ie ved  in  Bombay too may be shown t o  
be in ad eq u a te  t o  p a r a l l e l  the  d e s i r e d  l e v e l  and the gap 
between the a c t u a l  and the norm would p ro b a b ly  widen c o n s i ­
d e r a b l y  f o r  a l l  the m u n ic ip a l  b o d ie s ,  i n c l u d i n g  th o se  in  
D e l h i .  I f  i t  is  assumed t h a t  the  e x p e n d i t u r e  r e q u i r e m e n t
of a l o c a l i t y  w i l l  grow at l e a s t  in  p r o p o r t i o n  t o  c i t y

1 /d o m e s t ic  p r o d u c t , —' the  i n e l a s t i c i t y  of revenue e x p e n d i t u r e  
w i t h  r e s p e c t  t o  income, i . e . , an e x p e n d i t u r e  e l a s t i c i t y  
l e s s  th an  u n i t y  (0*78 per  cen t  in  D e l h i )  shows t h a t  the 
l o c a l  e x p e n d i t u r e  has not grown at  a r a t e  w a r r a n te d  by 
the  income g row th ,

2 . 3 . 5  The inadequacy  of  c i v i c  s e r v i c e s  c a l l s  f o r  a 
c o n s i d e r a b l e  i n c r e a s e  in  urban sp en d in g  because the

u  A number of s t u d i e s  have a t tem pted  t o  q u a n t i f y  U a g n e r ' s  
Law of the i n c r e a s e  o f  S t a t e  a c t i v i t y  and have ob ta in ed  
more than u n i t  e l a s t i c i t y  o f  government e x p e n d i t u r e  w i th  
r e s p e c t  to  income. T  See  Gupta (1 9 6 7 ) ;  Reddy (1 970) ;
B i r d  (1 9 7 1 ) ;  P l u t a  (1 979) and Subramanyam and K o l l u r i  

(197917.



p r o v i s i o n  o f  such c i v i c  s e r v i c e s  is  the f i r s t  r e q u i r e m e n t  
f o r  the normal f u n c t i o n in g  o f  an urban c e n t r e .  Thus the 
l o c a l  urban spend ing  i s  bound t o  grow r a p i d l y  u i t h  the 
p ro ce ss  of u r b a n i s a t i o n .

4. Bud ge ta ry  D e f i c i t s  and F i n a n c i a l  Avenues

2 .4 .1  To m a in t a in  the r e q u i s i t e  pace of l o c a l  government 
e x p e n d i t u r e ,  i t s  revenue base must a l s o  expand. I t  has 
been noted t h a t  the  per  c a p i t a  revenue e x p e n d i t u r e  i s  
r e l a t i v e l y  h igh in  the  m u n ic ip a l  c o r p o r a t i o n s  where th e  
l e v e l  of  p e r  c a p i t a  t o t a l  revenue i s  a l s o  high (Tabl-e IV .  1 of 
C h ap te r  I V ) .  Th u s ,  whereas a number o f  so c io - eco n o m ic  and 
a d m i n i s t r a t i v e  f a c t o r s  c o n t r i b u t e  t o  the  l e v e l  and manage­
ment of c i v i c  s e r v i c e s  in  the m e t r o p o l i t a n  r e g i o n s ,  the 
a v a i l a b i l i t y  of funds p l a y s  a c r u c i a l  r o l e  in  t h e i r  p r o v i ­
s i o n .  The s i g n i f i c a n c e  o f  a d d i t i o n a l  f i n a n c e s  i s  f u r t h e r  
enhanced in  the  c o n t e x t  of D e l h i  where th e  MCD, the '  major 
m u n i c ip a l  body in  the  ■ cap i t  a l  ' c i t  y , has produced d e f i c i t  
budgets on the  c u r r e n t  accoun t  (T a b le  I I . 4 ) .  The growing 
e x p e n d i t u r e  r e s p o n s i b i l i t y  coup led  w i th  a s l u g g i s h  growth 
of  c u r r e n t  re ven u es  has co n v e r t e d  s u r p lu s  budgets  o f  the  
C o r p o r a t i o n  i n t o  d e f i c i t  budgets  d u r in g  1 978-81-^. A l though 
the  budget f o r  the- y e a r  1 981-82 has shown a s u r p lu s  of  
Rs 305 l a k h ,  the  magnitude o f  s u r p lu s  has been a lmost  wiped 
out in  the  subsequent  y e a r .  M o reove r ,  th e  s u r p lu s  on 
c u r r e n t  a ccoun t  in  the  co n te x t  of the  MCD is  l e s s  meaning­
f u l  because i t  has depe nded cons i d e r  a b l y o n  the g r a n t s - in -  
a id  compared to -other major m u n ic ip a l  c o r p o r a t i o n s  (T ab le
I V . 1 ) ,  A l though the  r e l a t i v e  s i g n i f i c a n c e  o f  th e  g r a n t s -  
i n - a id  in  the t o t a l  revenue has d e c l i n e d  over  t im e ,  i t  i s  
one o f  the im p o r tan t  so u rce s  of funds  to  the  MCD.

I I  NDMC and DCB, h o u e ve r ,  have c o n s i s t e n t l y  shown 
s u r p lu s e s  on th e  re ven u e  a c co u n t .



2 .4 .2  •The s i g n i f i c a n c e  o f  a d d i t i o n a l  funds to  f i n a n c e  
c i v i c  s e r v i c e s  can be seen  more c l e a r l y  when the f i n a n c i n g  
of i n d i v i d u a l  c i v i c  s e r v i c e s  i s  c o n s id e r e d .  In  the  case
of the  fo u r  im po r tan t  c i v i c  s e r v i c e s ,  namely, w a te r  s u p p l y ,  
f i r e  p r o t e c t i o n , ,  s.c p.v - :~q ing and sewerage an d  d r a i n a g e ,  the  
a v a i l a b l e  i n f o r m a t i o n  f o r  the  t h r e e  l o c a l  bod ies  in  D e l h i  
shows t h a t  the  e x o e n c i t u r e s  on th e se  s e r v i c e s  have exceeded 
the  r e c e i p t s  from them, e x c e o t io n s  being on ly  a f eu  y e a r s  
in the  case of th e  NDPC (T a b le  I I .  5 ) ,  I t  i s  p e r t i n e n t  to  
note t h a t  the gap betueen the r e c e i p t s  and e x p e n d i t u r e s  
in  each  of the l o c a l  p u b l i c  s e r v i c e s  c o n s i d e r a b l e  an d

c a l l s  f p r  the  immediate a t t e n t i o n  o f  p o l i c y  makers.

2 . 4 . 3  Uhen' one c o n s id e r s  the  revenue  so u rce  upon u h ich  
the  g-rewth of urban spend ing  must depend, the p r i p e r t y  
tax  must bear a l a r g e  sha re  o f  t h e  lo ad  fo r  at l e a s t  t h r e e  
r e a s o n s .  F i r s t l y ,  i t  has been the m a ins tay  o f  the l o c a l  
f i n a n c e s  not o n ly  in  th e  LDCs but a l s o  in  the deve loped  
c o u n t r i e s . -  S e c o n d l y ,  the  b e n e f i t s  due to the  e x i s t e n c e  
and o p e r a t i o n  o f  the  l o c a l  bod ips  ge t  r e f l e c t e d  in  t h e '  
v a l u e s  o f  p r o p e r t i e s  l o c a t e d  in  th e  m u n ic ip a l  j u r i s d i c t i o n ,  
and t h i r d l y ,  most of th e  c i v i c  s e r v i c e s  are p r o p e r t y - b a s e d .  
So  u h e th e r  the .  p r o p e r t y  tax f P i l o u s  the b e n e f i t  p r i n c i p l e  
or  the a b i l i t y - t o - p a y  p r i n c i p l e ,  economic  r e a s o n in g  and 
a d m i n i s t r a t i v e  e x p ed ie n cy  would s u g g e s t  t h a t  a l a r g e  p a r t  
pf the  urban government f i n a n c e s  should  come from t h i s  t a x .  
G i v e n  t h a t  the in s t r u m e n t  of p r o p e r t y  t a x a t i o n  uould  have 
t o  p l a y  a c r u c i a l  r o l e  in  f i n a n c i n g  the  urban p u b l i c  
s e r v i c e s ,  i t  f o l l o w s  t h a t  the deve lopm ent  pf t h i s  tax  
d e v i c e  cn s«und l i n e s  i s  a n e c e s s a r y  c o n d i t i o n  f o r  urban 
growth  and r e n e w a l .  The p r o d u c t i v i t y  p f  t h i s  t ax  i s  p f  
major concern  because the  c o s t s  o f  p r o v i d i n g  the m u n ic ip a l  
s e r v i c e s  have gone up c o n s i d e r a b l y .  The s l u g g i s h  growth
of t h i s  s o u rce  would r e s u l t  in  e i t h e r  an i n c r e a s i n g



TABLE I I . 4

Budge ta ry  P o s it io n  on Revenue Account 
fo r  Three lo c a l  Governments of De Ih i

(Rs la k h )
loc s i  
Bodies

Ye ar T o ta l
r e c e ip ts *

T o ta l
expenditure

Surp lus ( 
D e f ic i t  (

MCD 1970-71 2692.56 2656 019 (+) 36.671975-76 4472.21 4081.57 (+) 390.651CJ7P J j  C 5781.50 6377.49 (- ) 595.99
1979-80 5760.54 6129,14 (- ) 368.60
1980-31 7093.68 7197.25 (- ) 103.57
1931-82 8442.12 8136.47 (+) 305.65
1982-83** 11731 .12 11703.97 C+) 27.15

KDMD 1970-71
1975-76
1978-79
1979-80
1980-81
1981-82
1982-83**

2470.57
3840.06
5797.62 
6473.61 
7609.95
8940.63 
9331.51

1028.16
1886.16
3117.14
3527.78
4217.75
5651.37
6845.73

(+ ) 1442.41 
(+) 2074.84 
(+) 2620.80 
(+) 3235.94 
(+) 3423.25 
(+ ) 3530.79 
(+ ) 3173.38

DCB 1973-74 
1978-79 
1982-83**

50.02
94.49

121,72

39.30
65.23
99.93

(+ ) 10.72 
(+ ) 29.26 
(+ ) 21.79

N ote: *  In c lu d es  opening balance 

**  Revised  Estim ate

Source O ffice  of 
M u n ic ip a l 
o f D e lh i,  
M un ic ip a l 
and D e lh i 
Board

the
Corporation  
New D e lh i 
Committee 
Cantonment



R e ce ip t and Expend itu re  f o r  S e le c te d  C iv ic  S e rv ic e s  in  Lo ca l Bod ies o f
Union T e r r i t o r y  o f D e lh i

_____________________ _______ ______ _______________________________________________________________ ( Rs la k h
W ater Supp ly F i r e  P ro te c t io n  Scavenging______  Sewerage and

L o c a l Bodies R ece ip t Expen- R ece ip t Expendi- R ece i-  Expendi- Drainage_________
d itu re  tu re  p t tu re  R e ce ip t Expendi-

______ '_________________________________________________________________ tu re

Muiaic ip a 1 C orp or at i  on 
D e lh i

1970-71 298.65 338.87 0.24 33.76 3.15 236.70 0.01 52.13
1975-76 656.52 731.29 0.21 84.14 10.78 585.12 80.34
1979-80 ■998.53 1442.10 1.91 144.86 10.81 812.41 86.57
1 981 -82 1654.73 1888.31 2.27 218.57 T.00 1291.58 168.16

Hew D e lh i 
Committee

Municipal

1970-71 
1975-76 
1979-80 
1931-82

D e lh i Contonment
1970-71 
1975-76 
1979-80 
1981 -82

72.81
78.73

258.25
252.25

0.53
0.81
0.90

35.14
142.75
227.97
306.67

1.47 
1.16  
1.89

1.46
1.32
1.66

10.91
-8.31

10.71
22 <,01 
25.50

41 .80 
82.61 

106.34 
148.02

17.95
22.01
28.71

55.93 
59.69
63.93 

174.04

0.97
0.38

17.98

Sources Same as fo r  T a b l e I I . 4



I I I .  PROPERTY TAX SYSTEM IN THE UNION 
TERR IT DRY OF DELH I

1 . I n t r o d u c t  ion

3.1.1  As d i s c u s s e d  in  C h ap te r  I ,  t h e r e  are t h r e e  m u n ic i ­
pa l  a u t h o r i t i e s  in  D n l h i ,  namely ,  M u n ic ip a l  C o r p o r a t i o n  of 
D e l h i  (MCD) , Neu D e l h i  M u n ic ip a l  Committee (NDMC) , and D e lh i  
Cantonment Roard (OCR ) .  The ""CD j.3 th e  l a r g e s t  m u n ic ip a l  
body, u i t h  an a rea  o f  "399 sq* kms .. and a p o p u l a t i o n  o f  48 
l a k h s  in  1981. The KD P'C u i t h  4 2 3 „ kms. and 2.7  l a k h  
p o p u l a t i o n  and the  DCB u i t h  45 sq .  kms, and about 50,000 
r e s i d e n t s ,  are much s m a l l e r  l o c a l  b o d ie s .  The ND^C has 
j u r i s d i c t i o n  o ve r  the  a r e a  o f  N ^u-De lh i  uhere about 85 per  
c e n t  o f  the p r o p e r t i e s  are g overn ne n t-ouned . The DCB. co v e r s  
the m i l i t a r y  a r e a ,  u h i c h  i s  almost t o t a l l y  government-owned. 
The r e s t  o f  the a r e a  of the c i t y  o f  D e l h i  f a l l s  under  the 
j u r i s d i c t i o n  of the  MCD.

3 .1 .2  In. the  Union T e r r i t o r y  o f  D e l h i ,  the  p r o p e r t y  tax  
i s  l e v i e d  a n n u a l l y  on a l l  l a n d s  and b u i l d i n g s  s i t u a t e d  u i t h i n  
the  m u n ic ip a l  l i m i t s  o f  the  t h r e e  l o c a l  b o d ie s ,  in  accordance

p r i n c i p a l  components - the  g e n e r a l  tax  and s e r v i c e  c h a r g e s .  
The- s e r v i c e  ch a rg es  are l e v i e d  in  th e  form of  u a t e r  t a x ,  
s c a v e n g in g  t a x ,  d r a in a g e  t a x ,  f i r e  tax  and e d u c a t i o n  cess  
f o r  s p e c i f i c  s e r v i c e s  rende red  t o  the r e s i d e n t s  and e s t a ­
b l i sh m e n ts  such as i n s t i t u t i o n s  and com m erc ia l  and i n d u s t ­
r i a l  u n i t s .  The g e n e r a l  p r o p e r t y  t a x ,  on th e  o th e r  hand,

u The r e l e v a n t  m u n ic ip a l  a c t s  are  the  D e l h i  M u n ic ip a l  
C o r p o r a t i o n  A c t ,  1 957 f o r  the  TTCTD, Pun jab  M u n ic ip a l  
A c t ,  1911 f o r  the NDMC and Cantonment A c t ,  1924 f o r  
the DCB.

u i t h  the p r o v i s i o n s  under  the  r e s p e c t i v e I t  has tuo



i s  aimed to  d i v e r t  t o  the  m u n ic ip a l  e x ch eq u e r ,  a p a r t  of 
the g a in s  t h a t  a cc rue  to  the  p ro p e r ty- o w n e r  from a p p r e c i a ­
t i o n  in  p r o p e r t y  v a l u e s ,  due to  p r o v i s i o n  of  c i v i c  s e r v i c e s  
and g e n e r a l  economic deve lopm ent .

2. T ax Base

3.2 .1  The base of the p r o p e r t y  tax i s  the  r a t e a b l e  v a lu e

d e d u c t in g  from the  annual  v a lu e  c f  a p r o p e r t y  10 per  cent  
of the annual  v a lu e  towards mainten ance,  insu r a n e e , e t c .
The annual  va lue  of a p r o p e r t y  can be approx imated  e i t h e r  
by u s in g  r e n t a l  v a lu e  ( r e a s o n a b l e  l e t t i n g  v a l u e )  or c a p i t a l  
v a lu e  of land  and b u i l d i n g .  L i k e  the m a j o r i t y  of  l o c a l  
bod ies  in  I n d i a ,  a l l  the  th re e  l o c a l  bod ies  in  D e l h i  l e v y  
t h i s  tax  on the b a s i s  o f  annual  l e t t i n g  v a lu e  of  a p r o p e r t y .  
I n f o r m a t io n  on r e n t s  is  ob ta in ed  from d e c l a r a t i o n s  made by 
the  owners o f  p r o p e r t i e s .  Uhen the  r e n t s  d e c l a r e d  by the 
owners are sa sp e c to d  to  be c o n c e s s i o n a l  or c o l l u s i v e ,

1L The use of r a t e a b l e  va lu e  as the base a l s o  f o r  the
s e r v i c e  charges  needs some e x p l a n a t i o n .  The s e r v i c e  
ch a rges  are supposed to be c o l l e c t e d  on the  b a s i s  of 
th e  b e n e f i t s  one i s  d e r i v i n g  from the c i v i c  s e r v i c e s .  
E x c e p t  in  a few cases  l i k e  w a te r  supp ly  where the ex­
t e n t  of  b e n e f i t  can be de te rm ined  th rough  the  system 
of metered s u p p l y  of  w a t e r ,  the  measurement o f  b e n e f i t  
i s  e x t r e m e ly  d i f f i c u l t .  To overcome the measurement 
prob lem,,  the  s e r v i c e  ch a rges  are c o l l e c t e d  on the b a s i s  
o f  r a t e a b l e  v a l u e .  Thus the  r a t e a b l e  va lu e  i s  used 
as a proxy f o r  the  amount .of c i v i c  s e r v i c e s  consumed.
I t  w i l l  be seen  t h a t  in  D e l h i  more than 95 per  c e n t  
of  the houses now have w a te r  meter  c o n n e c t i o n s .  In  
a l l  t h e s e  c a s e s ,  w a te r  cha rges  are c o l l e c t e d  on the 
b a s i s  of a c t u a l  consumpt ion  o f  w a te r  by the h o ld in g s .  
T h e r e f o r e ,  the  w a te r  tax  as such  i s  c o l l e c t i b l e  on ly  
in  th ose  c a se s  uhe re  the s u p p ly  of w a te r  i s  unmetered.

of The r a t e a b l e  va lu e  i s  a r r i v e d  at by



r e f e r e n c e  i s  made to  the r e n t a l  d a t a  uh ich  is  deve loped  
by the depa r tm en t  on b a s i s  of per sq .  f t .  of c a r p e t  a r e a .
In o ther  c a s e s ,  r e n t s  a r f- de te rm ined  on com par ison  u i t h  
o ther  s i m i l a r  p r o p e r t i e s  in  the l o c a l i t y .  Houever ,  in  
the cases  uhere p r o p e r t i e s  are not o r d i n a r i l y  l e t  out or 
the  annual l e t t i n g  v a lu e s  cannot  bp e a s i l y  d e te rm in e d ,  
annual  r e n t a l  v a lu e s  of roo ;? r t . i ?3  are de te rm ined  as a 
f ix e d  p e rcen t  age o f  land  v a l u e ,  p lus  c o n s t r u c t i o n  c o s t ,  
at the t ime o f  assessm ent .  In r ps r r ’c t  o f  those  p r o p e r t i e s  
f o r  uh ich  the  s t a n d a rd  r e n t s  havo besn f i x e d  in  acco rdance  
u i t h  the p r o v i s i e n s  pf the D ^ lh i  Rp nt C o n t r o l  A c t ,  1 958, 
the s t an d a rd  r e n t s  are taken  to  bn the  annual  v a lu e s  of 
the p r o p e r t i e s .  R e c e n t l y ,  i t  has br-en l a i d  doun by the 
Supreme Cour t  t h a t  in  t a k i n g  the  r e n t a l  v a lu e s  at uh ich  
p r o p e r t i e s  might r e a s o n a b l y  be expec ted  to  be l e t  o u t ,  
the  s t an d a rd  r e n t s  d e t e rm in a b le  under the  p r o v i s i o n s  of 
the  D e l h i  Rent  C o n t r o l  Act must be taken as the b a s i s ,  
i r r e s p e c t i v e  of  uhe th e r  the  r e n t s  have a c t u a l l y  been 
f i x e d  by th e  Rent  C o n t r o l l e r  o r ,  uhat the l a n d l o r d s  are 
a c t u a l l y  r e c e i v i n g .

3. T ax R a te s

3 .3 .1  I t  i s  im p o r t a n t  to  note t h a t  the  r a t e  s t r u c t u r e s  
o f  the p r o p e r t y  tax  in  the th ree  m u n ic ip a l  j u r i s d i c t i o n s  
in  D e l h i  are d i f f e r e n t .  The' MCD has p r o g r e s s i v e  g e n e ra l  
p r o p e r t y  t ax  r a t e s  along u i t h  f l a t - r a t e  s e r v i c e  charges  
(T a b le  I I I . 1 ) .  The g e n e r a l  r a t e s  v a r y  betueen  10 per  cent  
and 30 per c e n t  f o r  re s  id e n t  i a l '  propert. i e s  and betueen  15 
per cen t  and 30 oer  c e n t  f o r  non-res ide nt i a l  p r o p e r t i e s .
As r eg a rd s  the  s e r v i c e  c h a r g e s ,  non-res id en t  i a l  p r o p e r t i e s  
are taxed at r e l a t i v e l y  h ig h e r  r a t e s .  In the  NDMC, h o u eve r ,  
a l l  the p r o p e r t i e s  have t o  pay at a f i x e d  r a t e  of 12 .5  pe r  
c e n t  of the r a t e a b l e  v a l u e .  Th u s ,  one f i n d s  t h a t  the  ND rC 
does not d i s c r i m i n a t e  betueen r e s i d e n t i a l  and non-res ide nt i a l



p r o p e r t i e s  on the  one hand and a l s o  between lo w - v a lu e  and 
h ig h - v a lu e  p r o p e r t i e s  on the  o t h e r ,  as i s  the case  in  the 
PCD. The DCB r a t e  s t r u c t u r e  i s  on the p a t t e r n  of  t h a t  of 
the  MCD but the s t a t u t o r y  r a t e s  are c o n s o l i d a t e d  p r o g r e s s i v e  
r a t e s  u h ich  in c lu d e  both the g e n e r a l  p r o p e r t y  tax  and the  
s e r v i c e  c h a r g e s .  The range between which the  c o n s o l i d a t e d  
r a t s  v a r i e s  i s  10 per  cen t  and 25 per  c e n t  f o r  r e s i d e n t i a l ,  
p r o p e r t i e s  and between 15 p r r can t  and 30 p e r  c e n t  f o r  non- 
re s  id e n t  i a l  props r t  i e s ( T  ab le  I I I .  2 ) ,

4* A d m in i s t r a t i o n  and L e g a l  A sp ec ts  o f  The Tax

3.4 .1  Fo r  the purpose of a d m i n i s t r a t i o n  of  the t a x ,  th e  ass ­
essment depa r tm en t  o f  the PCD i s  d i v i d e d  i n t o  t e n  zones ,  e i g h t  
f o r  urban D e l h i  and two f o r  r u r a l  Delh i--/.  The NDPTC does not  
have zo n a l  c l a s s i f i c a t i o n  l i k e  the  PCD, However ,  a c l a s s i ­
f i c a t i o n  • is  made on the  b a s i s  o f  c o l o n i e s .  A l l  th e  c o l o n i e s  
form p a r t  of  the  urban D e l h i .  B e s id e s  th e  ten  zones mentioned 
above which- u n d e r ta k e  th e  work of assessment and c o l l e c t i o n  of 
the  tax from the  p r o p e r t i e s  l o c a t e d  in  t h e i r  j u r i s d i c t i o n s ,  
t h e r e  are  s p e c i a l  c e l l s  f o r  m u l t i - s t o r e y e d  b u i l d i n g s  and 
p r o p e r t i e s  w i t h  r a t e a b l e  v a lu e  of  more than  Rs 1 l a k h .  These 
s p e c i a l  c e l l s  c o n s t i t u t e  a p a r t  o f  the h e a d q u a r t e r s ,

3 .4 .2  W h i l e  the  v a r i o u s  components o f  the p r o p e r t y  tax are 
c o l l e c t e d  by the v a r i o u s  zona l  o f f i c e s  and the  h e a d q u a r t e r s ,  
r e c e i p t s  r e a l i s e d  th reu g h  wate r  t a x ,  s c a ve n g in g  t a x  and 
d r a in a g e  t ax  are passed on t o  the D e l h i  Ufater S u p p ly  and 
Sewage D i s p o s a l  Under tak  in g  (DUSSDU) , which is  r e s p o n s ib l e  f o r

X/ Urban zones are C i t y ,  C i v i l  L i n e s ,  K a r o l  Bagh, Sou th  D e l h i ,  
New D e l h i ,  S ad ar P a h a r g a n j ,  S h a h d a ra  a n d  U e s t  D e l h i  and



Rates  of P ro p e rty  Tax; M O D

(Pe r cen t of Ra teab le v a lu e )
Rateab le  v a lu e  of 
Propei^ty (Rs thousand )

G enera l tax  
(m arg in a l r a t e )

W ater
ra te

Sc avanging 
ta x

F ir e
tax T o ta l

T a ) T b l <°> (a )  (b ) Co) (a ) “(b ) ( c )

Up t  o 1 10 15 15 5 1 5 2.5 ■0.5 16.5 25.5 23
Over 1 to  2 11.5 15 15 '5 1 5 2.5 0.5 18.0 25.5 23
Over 2 to  5 12.5 18 18 5 1 5 2.5 0.5 19.0 28.5 26
Over 5 to  10 15 22 18 5 1 5 ■2.5 0.5 21.5 32.5 26
Over 10 to  15 1G 26 20 5 1 5 2.5 0.5 24.5 36.5 28
Over 15 to  20 20 28 23 5 1 5 2.5 0*5 26.5 38.5 31
Over 20 to  25 25 30 27 5 1 5 2.5 0.5 31.5 40.5 35
Over 25 30 30 30 5 1 5 2.5 0*5 36.5 40.5 38

Notes a Rate fo r  r e s id e n t ia l  b u ild in g s .
b Rate fo r  cinema houses, r e s id e n t ia l  

h o te ls ,  in d u s t r ia l  ho ld ings e t c ,
c Rate fo r  re s ta u ra n ts , e a t in g  houses, 

nu rs ing  homes, in s t i t u t io n s ,  shops e t c .

Source s M u n ic ip a l C o rporation  
of D e lh i



TABIE I I I , 2 

Rates of P ro p e rty  Tax? D C B

Rate able va  lue C ans o lid a te d  ra te
( Rs thousand) Ca"5 Cbl

Upto 1 10.0 15

Over 1 to 2 11 c5 15

Over 2 to 5 12,5 18

Over 5 to 10 15.0 18

Over 10 to 15 18.0 20

Over 15 to 20 20.0 23

Over 20 to 30 25.0 27

Over 30 25.0 30

N ote; a - R e s id e n t ia l  Sou rce ; O ff ic e  of the
Ex ecu tive

b - N o n - re s id e n tia l O f f ic e r ,  D e lh i
Cantonment Board



the  su p p ly  and m ain tenance  o f  w a t e r ,  d r a in a g e  and s ca ven g ­
ing s e r v i c e s  in a l l  thf l o c a l i t i e s  of  the Union T e r r i t o r y  
of D e l h i .  S i m i l a r l y ,  t h e r e  i s  a f i r e  depa r tm en t  which l o o k s  
a f t e r  the  p r o v i s i o n  of f i r e  p r o t e c t i o n  s e r v i c e s  in  th e  whole 
of the  Union T e r r i t o r y  o f  U e l h i .  u ih i le  th e  DLJSSDU is  an 
autonomous body, th-  f i r e  departm ent  i s  one of the  d e p a r t ­
ments o f  the  M u n ic ip a l  C o r p o r a t i o n  of  D e l h i .

3 .4 .3  As per  the p r o v i s i o n s  o f  the  M u n ic ip a l  l e g i s l a t i o n ,  
e v e r y  yea r  a l i s t  of a l l  land  and b u i l d i n g s  f a l l i n g  in  the 
m u n ic ip a l  j u r i s d i c t i o n  i s  p repared  by the r e s o e c t i v e  l o c a l  
b o d ie s .  B e fo re  r a i s i n g  the tax  demand, the assessment  l i s t  
is  p repa red  and d i s p l a y e d  f o r  p u b l i c  i n s p e c t i o n .  The l a w  
r e q u i r e s  t h a t  in  the  case of f i r s t  assessment or enhancement 
of e x i s t i n g  r a t e a b l e  v a lu e  of  p r e m is e s ,  i t  i s  o b l i g a t o r y
on the p a r t  of t h e  l o c a l  b o d ie s  t o  i s su e  a n o t i c e  tn  t h i s  
e f f e c t  to  i t s  owners,  l e s s e e s  or o c c u p i e r s .  The purpose 
of p r e p a r in g  the assessment l i s t  and in fo rm in g  the a s s e s s ee s  
about assessments  or enhancement o f  e a r l i e r  assessments  
is  t o -e n ab le  the a s s e s s e e s  t o  f i l e  g e n e r a l  o r  s p e c i f i c  
o b j e c t i o n s ,  i f  th e y  so d e s i r e  i  The assessment l i s t  is 
a u t h e n t i c a t e d  by the C omm i s s  ione r/Ad m in  i s  t  r at or a f t e r  
r e c e i v i n g  the a c ce p ta n ce s  of  the  assessees or h e a r i n g  o b jec ­
t i o n s  from them,

3 . 4 . 4  Any person  d i s s a t i s f i e d  w i t h  the f i n a l i s e d  assessments  
by the  assessment depa r tm en t  may f i l e  an appeal , a g a in s t  the 
assessment t o  the  D i s t r i c t  Judge , D e l h i  w i t h  in  30 d a y s ,
B e fo r e  f i l i n g  an appea l  i t  i s  o b l i g a t o r y  on the p a r t  of- the 
a s s e s s e e s  t o  d e p o s i t  the  tax amount in  d i s p u t e .  T h i s  app­
l i e s  even to  r e v i e w  a p p l i c a t i o n s  which are made to  the  
a s s e s s o r  and c o l l e c t o r  in  c e r t a i n  c a s e s .  The d i s s a t i s f i e d  
p a r t i e s  may go even t o  the h ig h e r  c o u r t s .  Very  r e c e n t l y ,
i t  has been n o t i c e d  t h a t  the assesseFss have r e s o r t e d  to  f i l i n g



s u i t s  and w r i t  p e t i t i o n s  a g a in s t  the  assessment o rder  as 
s u c h ,  u h e r e i n  t h e y  are r e q u i r e d  t o  d e p o s i t  o n ly  t h a t  amount 
u h ich  is  co n s id e re d  by the c o u r t  to  be r e a s o n a b l e ,  l o o k in g  
i n t o  the f a c t s  o f  the c a s e .  Uhen th e  oroposed v a l u a t i o n s  
are o b j e c t e d ,  the  old r a t e a b l e  v a lu e s  c o n t in u e  t o  be the 
tax  base f o r  a l l  p r a c t i c a l  p u rp o s e s .

3 . 4 .5  Dnce the  r a t e a b l e  va lu e  i s  d e te rm in e d ,  as in  th e  
case  of o the r  tax  revenue  c a t e g o r i e s ,  th e  p r o p e r t y  tax  
demand r e s u l t s  from the  a p p l i c a t i o n  of tax  r a t e s  t o  the 
r a t e a b l e  v a l u e s .  The p r o p e r t y  tax so demanded, i s  r e c o v e r a b le  
from owners o f  the p r o p e r t y ,  uhpttver i t  i e  ounod by tbuwi «>r 
l e t  ou 12°e n a n ts .  In  the  cases  where the  owners are not 
i d e n t i f i a b l e ,  i t  is  r e c o v e r a b l e  from o c c u p ie r s  by a t tachm ent  
of r e n t  p a yab le  by them. I f  the  o c c u p i e r  or the  person 
l i a b l e  f o r  the payment of tax  does not pay  w i t h i n  the.  s t i ­
p u l a t e d  p e r i o d ,  the  amount, t o g e t h e r  w i th  a l l  c o s t s  and 
p e n a l t i e s ,  i s  r e c o v e r a b l e  under a w a r r a n t  f y d i s t r e s s  and 
s a l e  of  moveable p r o p e r t i e s  or a t tachm ent  or s a l e  of immo­
v a b le  p r o p e r t i e s  o f  the* d e f a u l t e r s  .

3 .4 .6  In  r e c e n t  y e a r s ,  i t  has beerv  observed  t h a t  the  
proposed assessments  have g e n e r a l l y  been c h a l l e n g e d  on one 
ground or a n o th e r ,  c a u s in g  c o n s id e r a b l e  d e l a y  in  r e c o v e r y  
of p r o p e r t y  tax  demand; o n c e ' t h e  r a t e  p a y e r s  have f i l e d  an 
appea l  or w r i t  in  the  c o u r t ,  the r e c o v e r y  measures pos tu ­
l a t e d  in  the  m u n ic ip a l  a c t s  a l s o  rem ain  i n o o e r a t i v e .  T h is  
c a l l s  f o r  an indep th  a n a l y s i s  of p r o p e r t y  t ax  s y s t e m ,  c o v e r in g  

v a r i o u s  a s p e c t s  of d e f i n i t i o n  0f base and i t s ^ d e t e r m i n a t i o n ,

th&  r a t e  s t r u c t u r e  and the  a d m i n i s t r a t i o n  and c o l l e c t i o n  o f  
the  t a x .



1. S iq n i f i c a n c e

4.1 .1  The revenue  s o u rce s  o f  the  urban l o c a l  governments  in  
I n d i a  or ig inate in  the  d e l e q a t i o n  of  a u t h o r i t y  by the  S t a t e  
governments in  r e s p e c t  of s e l e c t e d  tax  and non-tax items o f  
r e v e n u e .  The p r o p e r t y  t a x ,  a l t e r n a t i v e l y  known as the  tax
on land  and b u i l d i n g s ,  or the  house t a x ,  is  one of the t a x e s  
d e l e g a t e d  to  them under t h i s  a r ran gem en t .  Among the  taxes  
a v a i l a b l e  f o r  use by the 1 oc a l  aut her i t  i e s  , the p r o p e r t y  tax 
i s  the  p r i n c i p a l  sou rce  of revenue  in  most c a s e s ,  and next  to  
the  o c t r o i  ( o r  the  t e r m i n a l  t a x )  in  a f eu  c a s e s .  D u r in g  
1975-79, the  revenue s i g n i f i c a n c e  o f  t h i s  tax  v a r i e d  between 
28 and 87 per cen t  of  the t o t a l  t a x  revenue in  th e  major 
m u n ic ip a l  co rpo r  at ions  (T ab le  I I .  1 ) .  One of the n o tab le  
f e a t u r e s  o f  the p r o p e r t y  tax has been t h a t  in  sp i te _  of v e r y  
h igh dependence o f  the  l o c a l  bod ies  on t h i s  s o u r c e ,  at  l e a s t  
in some of them i t  has s u f f e r e d  a d e c l i n e  o ve r  t im e .

4 .1 .2  As f a r  as i t s  c u r r e n t  s t a t u s  in  D e l h i '  i s  c o n c e rn e d ,  
i t s  r e l a t i v e  s i g n i f i c a n c e  in  t o t a l  revenue  in  the T O  reached  
a h igh p o i n t  in  1977-78-, but has d e c l i n e d  t h e r e a f t e r  ( T a b le
*
I U . 1 ) .  I t  c o n s t i t u t e d  38.03 per  c e n t ,  41.70 p e r  cen t  and 
35. 53 p e r  c e n t  o f  the total tax  revenue  in 1960-61 , 1977-78 
and 1 981-82, r e s p e c t i v e l y .  I t s  p r o p o r t i o n  to  t o t a l  revenue 
i s  h ig h e r  in  the  NDMC, i . e . ,  52 per  cen t  in  1981-82, but i t  
i s  much l o u e r ,  i . e . ,  o n ly  8-pier c e n t  in  DCB. Tt i s ,  however ,  
im p o r tan t  t o  ns te  t h a t  u h i l e  the  p r o p e r t y  tax  has g iven  way 
to  the  o c t r o i  (o r  the t e r m in a l  t a x )  in  Ahmedabad, Bombay and 
B a n f a lo r e  ( C a l c u t t a  d o e s vnot have t h i s  t a x ) ,  i t  has m a in ta in ed  
i t s  r e l a t i v e  sha re  v i s - a - v i s  the  t e r m i n a l  tax  in  D e l h i  and 
has c o n t r i b u t e d  the  l a r g e s t  amount o f  revenue  t o  the c i t y  
e x c h e q u e r .  The d e c l i n e  in  the  sha re  o f  t h e . p r o p e r t y  tax  in



A
TABLE I V . 1 

P ro p e r ty  Tax R e la t iv e  S ig n if ic a n c e

M un ic ipa l
co rp o ra tio n /
bodies

P ro p e rty  ta x  Ofctroi as 
as per cen t per cent 
of t o t a l  ta x  of t o t a l  
revenue t  ax reve  - 

nue

Grants 
as per 
cen t of 
t o t a l  
revenue

P ro p e rty  
ta x  per 
c a p ita  

(Rs)

P ro p e rty  
ta x  per 
hold ing

(Rs)

T o ta l
revenue
per
c ap i t  a 

(Rs)

T o ta l r e v e ­
nue expen­
d itu re  per 
c a p ita  

(Rs)
MCD 1960-61 38.03 35.17

1970'-71 29.32 — 18.60 16.10 201 .00 73.14 71.65
1977'-78 41,70 29.89 15.76 28.77 335.07 96.32 97.72
1981'“8£ 35.53 - 13.19 37.09 454.27 139.25 132.58

MDMC 1970-~7 i 36.26 — 5.33 39.75 291.20 388.80 340.45
1977'-78 56.35 — 14.51 99.05 588.47 1206.65 1124.27
1981'-82 52.48 * 20.14 87.68 606.01 1602.26 —

DCB 197? ■-78 6.44 — — 1.85 96.80 28.76 72.49
1 981 -82 8.01 - - 3.41 79.18* 42.60 102.52

C a lcu tta 196 C-61 90.78 —
46.95197 -̂71 90.72 — 6.80 21.74 514.82 49.01

197" -78 83.54* - 32.55* 32.31 744.20 74.32 59.80***
Bombay 1960'-61 43.72 8.08

193.431977'-78 62.35 37.76 2.21 115.33 4163.58 228.35
Madras 1970--71 54.51 — 3.10 18.01 367.79 48.10 49.63

1977--78 71.26 - - 37.76 839.86*** 77.53 58.32
Ahmed ab ad 1960--61 39.28 36.92 —

1970--71 48.26 — 6.14 26.69 - 69.68 66.76
1977--78 39.46 65.46 9.14 50.95 — 160.33 146.60

Bangalore 1960--61 31.55 31.79 Jt
48.371970--71 34.56 — 12.96 11.06 142.49 47.41

1977--78 ■ 29.62 54.59 1.43 18.52 238.68 . 70.30 72 .50**

Notes * 1980-81, So u rces ; 1 , O ff ic e s  of the M u n ic ip a l C o rp o ra t im  rif D e lh i,
* *  1978-79 New D e lh i M u n ic ip a l Committee and D e lh i Cantawnent

* * *  1976-77 Board
2 . N IP F P O 981 ) ,  pp . 7 & ’93. C S ^  Annual S t a t i s t i c a l

A b s tra c ts  (V a rio u s  Is s u e s )



the t o t a l  tax revenue  may not be a m a t te r  of  co n ce rn  but 
what i s  im por tan t  he re  i s - w h e th e r  t  Kg p r o p e r t y  tax  has 
g ro w n .a t  a r a t e  s u f f i c i e n t  t o  meet tha l o c a l  e x p e n d i t u r e  
req u i r e m e n ts  -or a t  l e a s t  grown commensura te ly  w i t h  the  base 
and income,

4 ,1 .3  I f  the e x t e n t  of s e l f - f i n a n c i n g  of  the  l o c a l  g o ve rn ­
ment e x p e n d i tu r e s  ' is  t o  r i s e ,  i t  i s  v i t a l l y  im p o r t a n t  t h a t  
the  y i e l d  of  the p r o p e r t y  tax  sh o u ld  orou a d e q u a t e l y .  T h i s  
is  n e c e s s a r y  t o  reduce  the magnitude o f  f i n a n c i a l  dependence 
oh the  c e n t r a l  and S ca te  governm ents  so as to  p r e s e r v e  the  
f i s c a l  autonomy o f  the  l o c a l  gove rnm ents .  In t h i s  c o n te x t  
the  g rowth  of  the p r o p e r t y  tax and i t s  r e s p o n s i v e n e s s  to 
i n c r e a s e s  in  the  l o c a l  incomes, p o p u l a t i o n s  and p r i c e s  be­
come of  p a r t i c u l a r  i n t e r e s t .  An a t tem pt  is  made in  the 
f o l l o w i n g  s e c t i o n s  to  e v a l u a t e  t h e  growth per fo rm ance  o f  
the  p r u p e r t y  tax c o l l e c t i o n s  and i t s  base in  the  Union 
T e r r i t o r y  o f  D e l h i  v i s - a - v i s  t h a t  in  c e r t a i n  o t h e r  major  
m u n ic ip a l  j u r i s d i c t i o n s .  The per fo rm ance  of  the tax  in  the 
PCD would be taken  t o  be r e p r e s e n t a t i v e  of t h a t  in  the  Union 
T e r r i t o r y  o f  D e l h i ,

2. Revenue Pe r fo rm ance

a . Grouth r a t e .

4 .2 .1  The p r o p e r t y  tax  in  D e l h i  has grown from Rs 2.54
c r o r e  in 1961-62 t o  Rs 24,81 c r o r e  in  19G1-82, r e g i s t e r i n g  
an annual  compound g rou th  r a t e  o f  r o u g h ly  13 p e r  cen t  
(T a b le s  I V . 2 and I V . 3) . In  r e a l  terms i t  has grown at  5.9
per  c e n t .  As r e g a rd s  the l e v e l  o f  the  y i e l d  o f  the p r o p e r t y
tax  both a t  c u r r e n t  and at  c o n s t a n t  (1 960) p r i c e s ,  D e l h i  
comes second among the f o u r  c o r p o r a t i o n s  compared, Bombay



showing the h ig h e s t  y i e l d .  In  s p i t e  o f  i t s  r a n k in g ,  houever ,  
the y i e l d  of p r o p e r t y  tax  in  D e l h i  i s  f a r  be lou t h a t  in 
Bombay. As of  1977-78, the  per  c a p i t a  p r o p e r t y  t a x - in  D e l h i  
uas on ly  Rs 28.8 as a g a in s t  Rs 115.3 in  Bombay. But in  
1981-82 per c a p i t a  tax  revenue  in  D e l h i  ro se  t o  Rs 37 .1 ,  
a lmost  eq u a l  to  t h a t  in  Madras and h ig h e r  than  in  C a l c u t t a  
(1977-78) .

4 .2 .2  In e v a l u a t i n g  the  r o l a t i v e  growth per fo rm ance
of the  p r o p e r t y  tax  in. d i f f e r e n t  m u n i c ip a l  j u r i s d i c t i o n s *  
i t  i s  n e c e s s a r y  t o  c o n s id e r  the b a s i c  f a c t o r s  t h a t  a f f e c t  
the  g rou th  o f  p r o p e r t y  tax y i e l d .  Of t h e s e ,  the major 
f a c t o r s  can be sa id  to  be:  p r i c e  changes ,  p o p u l a t i o n  and 
income g rou th  and the exp an s io n  o f  the housing s t o c k  th rough  
neu c o n s t r u c t i o n  as u e l l  as a d d i t i o n s  and a l t e r a t i o n s  to  the 
e x i s t  ing- bu i l d  ings . As th e s e  f a c t o r s - a r e  l i v e l y  to  v a r y  
a c c r o s s  m e t r o p o l i t a n  j u r i s d i c t i o n s ,  one must take  i n t o  
account  t h e i r  d i f f e r e n t i a l  g rou th  r a t e s  in  a s s e s s i n g  the 
r e l a t i v e  pe r fo rm ance  of the  d i f f e r e n t  m u n ic ip a l  b o d ie s .

4 . 2 .3  By and l a r g e ,  the r e l a t i v e  p o s i t i o n s  of  t h e  muni­
c i p a l  bod ies  in  terms o f  the  r a t e  o f  g ro u th  of  p r o o e r t y  t ax  
at c u r r e n t  p r i c e s  are  not d i f f e r e n t  f r o m ' th o s e  in  te rm s of  
the  g rou th  r a t e  a t  . c o n s ta n t  p r i c e s  (T a b le  I I ; 3 ) .  T h i s  i s  
because th e  d i f f e r e n c e s  in  the r a t e s  o f  g rou th  o f  p r i c e s  as 
be tueen  the  d i f f e r e n t  l o c a l i t i e s ,  as measured h e re ,  have not 
been v e r y  s ign i f ican t-^-/ .  But the  g rou th  r a t e s  o f  p o p u l a t i o n  
and t h e  number o f  p r o p e r t i e s  assessed  have v a r i e d  s i g n i ­
f i c a n t l y  as between the d i f f e r e n t  m u n i c ip a l  c o r p o r a t i o n s  
(T a b le  I V . 4 ) .  D e l h i  is  shoun to have e x p e r i e n c e d  the  
h ig h e s t  r a t e  of g ro u th  o f  p o p u l a t i o n  and o f  t o t a l  assessed  
v a l u e ,  and the second h ig h e s t  growth r a t e  of  number of

u S t r i c t l y  S p e a k in g ,  the most r e l e v a n t  p r i c e  index t h a t  
;Shduid ’’have been taken  is  t h a t  r e l a t i n g  t o  a v a lu e  o f '  
p r o p e r t i e s .  S i n c e  such  i n d i c e s  are not r e a d i l y  a v a i l ­
a b l e ,  th e  consumer p r i c e  i n d i c e s  f b r  the  d i f f e r e n t  
towns have been used .



TABLE I V . 2
P ro p e rty  Tax a t Current and Constant P r ic e s  in  Mari or M u n ic ip a l C orpo rations

( to la k h  )

Year
C a lcu tta Bonibay D e lh i Madras

PT at
cu rre n t
p r ic e s

PT at 
c onst ant
p r ic e s *

PT at
cu rre n t
p r ic e s

PT at 
c onst ant 
p r ic e s

PT at
c u rre n t
p r ic e s

PT a t
co n s tan t
p r ic e s *

PT at
cu rre n t
p r ic e s

PT at 
c onst ant 
p r ic e s *

1 960-61 446.76 446.76 1250.67 1250.67 132.46 132.46 183.10 183.10
1961-62 495.57 490.66 1297.37 1271.93 240.27 231.03 198.45 189.00
1962-65 500.16 471.85 1459.00 1376.42 167.68 153.83 218.39 198.54
1963-64 512.06 461.32 1711.42 1528.05 207.92 182.39 238.48 209.19
1964-65 546.45 471.08 1779.16 1458.33 313.36 254.76 269.42 219.04
1965-66 565.08 459.41 1924.23 1480.18 379.82 294.43 315.28 240.67
1966-67 544.47 403.31 2091.42 1504.62 374.41 269.36 324.58 226.98
1967-68 689 „ 46 462.72 2100.82 1400.55 433.92 287.36 365.62 237.42
1968-69 673.58 423.64 2389.14 1541.38 511.38 317.63 388.21 252.08
1969-70 695.28 434.55 2450.54 1531.59 537.89 324.03 427.97 270.87
1970-71 684.71 405.15 2769.94 1658.65 596.98 345.08 463.41 269.42
1971-72 711.56 411.31 3024.72 1768.84 631.82 354.96 539.47 293.19,
1972-73 773.14 434.35 3129.00 1738.33 785.42 417.78 644.29 322.15
1973-74 857.72 439.86 3587.92 1802.97 887.41 428.70 650.69 293.10
1974-7.5 739.27 318.65 4172.64 1790.83 989.22 392.55 832.03 302.55
1975-76 981*41 402.22 5388.87 2190.60 1373.22 503.01 1054.10 340.03
1976-77 1015.47 411.12 7704.53 3069.53 972.90 357.68 1201.00 411.30
1977-78 1049.32 400.50 8618.62 3240.08 1469.97 513.98 1148.00 373.94
1978-79 1137.52 413.64 8888.66 3174.52 1597.23 535.98 —
1979-80 1567.00CR.E) 538*49 - "' - 1847.57 584.67 —
1980-81 — — mm — 2026.33 590.77
1981 -82 - — mm ' - - 2275.91 589.61 — . ; -
1982-83 mm — mm 2480.82 ** —

N o te :*  PT (P ro p e rty  Tax) d e f la te d  by Consumer P r ic e  Index So u rce s : 1, N IPFP  (1981) , p . 11
Humber (C P IN ) fo r  Urban Non-Manual Workers (1960-100) 2 , M u n ic ip a l Corpo­

r a t io n  of D e lh i



TABIiE IV .3

Growth Rate of P ro p e rty  Tax and R e la ted  Magnitudes In  S e le c te d  M u n ic ip a l
Corporations and M u n ic ip a l Bodies

(P e r  cen t per annum)
Munic ip a l
C o rpo ration/
bodies

P ro p e rty
tax

( P i )

P ro p e rty  P e r  c a p ita  P e r  c a p ita  P e r  ho ld ing  
ta x  at p ro p e rty  p ro p e rty  p ro p e rty

ta x  at 
c onst ant

constan t ta x  
p r ic e s  (PT ) 
(P T * ) p p r ic s s  

(P T P * )

ta x  

(PTH )

P e r  ho ld ing  
p ro p e rty  ta x  
at constan t 
p r ic e s  

(PTH* )

D e lh i
MCD 13.06 5.93 8.03 1.22 7.33 -0.12

(14 .42 ) (7 .0 2 ) (9 .3 1 ) (2 .2 4 ) (7 .4 5 ) (0 .4 4 )
NDM5 8*51 0.66 12.56 4.82 8.15 0.65

( 7 .7 4 ) (0 .1 4 ) (11 .28 ) (3 .6 4 ) (4 .5 9 ) ( -2 .69 )
DCB 18.11 10.15 13.19 6.60 7.18 2.53
C a lcu tta 5.56 -0.76 4.74 -1.43 3.28 -2.80
Bombay 10.73 4.37 6.47 0.37 14.12 6.80
Madras 10.13 4.35 • 8.57 1.27 10.30 1.57
.Ahmed ab ad 8.88 2.06 5.43 -1.17 —
Bangalore 13.46 6.15 10.05 2.96 7.14 0.24

Motes F ig u re s  in  b racke ts  r e la t e  to  p r iv a te  p ro p e r t ie s
P e r io d ; MCD:(1) PT , PT * , PTP, P T P * ; 1961-62 t o  1981-82

For p r iv a t e  p ro p e r t ie s ;  1967-68 to  1981-82
(2 ) PTH, PTH *; 1970-71 to  1981-82

Fo r privcote p ro p e r t ie s ,  1967-68 to  1981-82

Sourced 1 ) D e lh i computed.
2 ) Fo r o ther co rpo ra-  

t io | i | ,  N IP F P d  981 )s

NDMC:(1) PT , PT * t  1970-71 to  1982-83? fo r  p r iv a te  p ro p e r t ie s ?  1971-72 to  1982-83
(2 )  PTP, PTP* s 1970-71 to  1980-81; f o r  p r iv a te  p ro p e r t ie s ,  1971-72 to  1980-81
(3 ) PTH, PTH *: 1970-71 to  1981-82

DCB i (1 ) PT ,PT P  % 1973-74 to  1982-83, (2 )  PTP* j1 973-74 -to 1981-82
(3 )  PTH, PTH* s 1975-76 to  1980-81



p r o p e r t i e s  a s s e s s e d .  But the  g ro u th  r a t e  o f  per  c a p i t a  
p r o o e r t y  tax in  D e l h i  (8 .0 3  per  c e n t )  has been l o u e r  th an  
in  Ban ga lo re  and in  Madras;  the  g rou th  r a t e  o f  p r o o e r t y  
tax  per  h o ld in g  in D e l h i  has been l o u e r  than  t h a t  in  Bombay 
and M adras . P r o o e r t y  tax  pe r  h o ld in g  in D e l h i  u as o n ly  
Rs 454.3 in  1981-82, as a g a in s t  Rs  744.2 in  C a l c u t t a  and 
Rs 4163.6 in Bombay ( i n  1 977-78) and Rs 839.9 in  Madras 
( i n  1976-77) . I t  can be i n f e r r e d  th a t  Bombay and Madras 
have been ab le  t o  i n c r e a s e  p r o o e r t y  tax  per h o ld in g  l a r g e l y  
on the  b a s i s  of old p r o p e r t i e s  and not u i t h  any s i g n i f i c a n t  
a d d i t i o n s  to  the  s to ck  of  hous ing  whereas D e l h i ,  in  s p i t e  
o f  c o n s id e r a b l e  a d d i t i o n a l  c o n s t r u c t i o n  u i t h  i n c r e a s i n g  
r a t e a b l e  v a l u e s ,  has not been ab le  t o  match Bombay a n d  Madras 
in t h i s  r e g a r d .  I t  i s  a l s o  seen t h a t  D e l h i  uas  unab le  t o  
narrow the gap betueen i t s e l f  and Bombay o r  Madras in - th e  
m a t te r  o f  l e v e l  of p r o p e r t y  tax per  h o ld in g .  In  1 981-82, 
t h i s  was Rs 454.3 in  D e l h i  as a g a in s t  744.2 in  C a l c u t t a  
(1977-78 ) ,  Rs 4163.6 in  Bombay and Rs 839.9 in Madras (1 976-77^.

b. E l a s t  i c i t y  .

4 . 2 . 4  The a n a l y s i s  of growth  r a t e s  in  tax y i e l d  and o f  the  
f a c t o r s  a f f e c t i n g  i t ,  w h i l e  be ing  i n f o r m a t i v e ,  does not 
e n a b le  • one t o  c l a s s i f y  the  r e l a t i o n s h i p  between the y i e l d  
o f  th e  t ax  and th e  f a c t o r s  d e t e rm in in g  i t ,  such as p o p u l a t i o n ,  
income and the  number of  h o l d i n g s .  Such a r e l a t i o n s h i p  ove r  
t ime i s  u s u a l l y  measured in  terms of the buoyancy o r  e l a s t i ­
c i t y  c o e f f i c i e n t - i / .  I f  the  tax revenue  has been a f f e c t e d  by 
d i s c r e t i o n a r y  tax measures such as i n c r e a s e s  in  r a t e s  d u r in g  
the  p e r io d  under  r e f e r e n c e ,  then the • r a t i o  o f  t h e  p e rcen tag e  
in  tax  t o  t h a t  in  income i s  sa id  to  y i e l d  the  buoyancy 
c o e f f i c i e n t ,

u  t h e  e l a s t i c i t y  c o e f f i c i e n t  i s  d e f in e d  as the r a t i o  o f  the  
p e r c e n ta g e  au to m a t ic  or r e s p o n s i v e  change in  the  dependent  
v a r i a b l e ,  e . g . ,  tax  r e v e n u e ,  to  p e rc en tag e  change in  an 
e x p l a n a t o r y  v a r i a b l e ,  e . g . ,  income.



TJffiLB OT.4
Growth of P o p u la tio n , P r ic e s  and Humber of

P ro p e r t ie s

C orporation  Po p u la tio n  
( 1961 to  

1981 )

P ric .;3
(1960-61

to
1S79-30)*

-umber of 
P ro p e rt ie s
assessed**

T o ta l 
assessed ' 
v a lu e  
Rs 1 lakh

Assessed 
va lu e  per 
hold ing 
Rs 1 lakh

D e lh i 4.65 5.93 4.87 13.48 
( 5 .61 )

7.77
(0 .3 0 )

Bombay 3.68 5.75 1.32 7.72 
( 1 .54 )

6.97
(0 .0 9 )

C a lcu tta 0.58 5.48 0.68 4.63
(-1 .63 )

3.80
(-2 .25 )

Madras 2.81 6.11 2.47 9.34
(0 .6 7 )

6.62
(-1 .83 )

Bangalore 3.71 5.85 5.90 13.34
(6 .0 4 )

7.03
(0 .1 2 )

Note 5 * CPIN (Urban Non-Manuel Works Sources! 1, D e lh i corapute
( 1960 = 1 0 0 ) .  ^  m F P ( 1981) y
F ig u res  in  parentheses denote assessed p . 16
va lu e  at constan t p r ic e s .
Pe rio d s  * *  M3Ds 1970-71 to  1981-82

C a lc u t ta : 1965-66 to  1977-78 
Bombay s 1968-69 to  1977-78 
Madras s 1966-67 to  1976-77 
Bangalore? 1960-61 to  1977-78



4 . 2 .5  The e l a s t i c i t y  of the  p r o p e r t y  tax  or any o th e r  
l o c a l  tax  u i t 1', r e s p e c t  t o  the incomc o f  a l o c a l i t y  can be 
co n s id e re d  to  be a s u i t a b l e  i n d i c a t o r  of per fo rm ance  in  so 
f a r  as i t  r e f l e c t s  the  base of the  tax  a s ' u e l l  as the l e v e l  
of the demand' f o r  p u b l i c  s e r v i c e s .  I f  i t  i s  assumed t h a t  
the e x p e n d i t u r e  r e q u i r e m e n ts  of the l o c a l  government u i l l  
grow ro u g h ly  in p r o p o r t i o n  to  the  income of the  l o c a l i t y ,  
an income e l a s t i c i t y  or buoyancy of u n i t y  uould be a 
r e a s o n a b le  goa l  f o r  a l o c a l  tax  s y s tem .  ( B a h l  and S c h r o e d e r ,  
1 983, p . 7 7 ) .  T a b le  I V . 5 qiv/es the e s t im a t e s  o f  the  buoyancy 
of p r o D e r t y  tax u i t h  r e s p e c t  t o  t h r e e  v a r i a b l e s ,  v i z . ,  
p o p u l a t i o n ,  co s t  of c o n s t r u c t i o n  and urban income in  s e l e ­
c ted  c i t i e s .  The c h o ic e  of p o p u l a t i o n  and urban income i s  
e a s i l y  u n d e r s t a n d a b l e ,  u h i l e  the c o s t  of c o n s t r u c t i o n  is 
t a k e n  as a proxy f o r  v a lu e s  of  u rban  p r o p e r t y .

4 .2 .6  The buoyancy of p r o p e r t y  tax  in  D e l h i  i s  h ig h e r  
th an  in  the o ther  c i t i e s  taken f o r  com par ison  (T a b le  IV .  5 ) .  
Fo r  NDMC the  c o e f f i c i e n t  i s  v e r y  h igh  ( 1 . 6 ) .  The p e r f o r ­
mance of D e l h i  in  r e l a t i o n  to  the  q ro u th  of income can be 
s a id  t o  be d e c i d e d l y  b e t t e r  than  t h a t  of the o th e r  c i t i e s ,  
a l though  taken  by i t s e l f  a buoyancy c o e f f i c i e n t  of 1.02 
means t h a t  p r o p e r t y  tax  revenue i s  j u s t  keep ing  nace u i t h  
the  g rou th  in  income. The buoyancy of p r o p e r t y  tax  u i t h  
r e s p e c t  to  co s t  o f  c o n s t r u c t i o n  in  D e l h i  i s  seen to  be l o u e r  
th an  in  Bombay and Madras;  i t  is  b e t t e r  than  in  C a l c u t t a ,  
but the per fo rm ance  of C a l c u t t a  in  the m a t te r  of p r o o e r t y  
tax  has been shoun t o  be r a t h e r  poor  ( N I P F P ,  1981 ) .  The 
buoyancy of p r o p e r t y  tax  u i t h  r e s p e c t  to p o p u l a t i o n  has 
been q u i t e  high in  D e l h i  at 2 . 7 ,  i n d i c a t i n g  t h a t  f o r  e v e r y
1 per  cen t  i n c r e a s e  in  p o p u l a t i o n ,  p r o p e r t y  tax revenue  at 
c u r r e n t  p r i c e s  has i n c r e a s e d  by 2 .7  per  c e n t ,  but t h i s  
r e l a t i v e  r a t e  of g ro u th  i s  low er  than  in  t h r e e  of the  c i t i e s  
compared and not s ign i f  i c a n t l  y JtHian in  Bombay and Ahmodabad.



TABIE 17,5
Es tim ates  o f Buoyancy of P ro p e rty  Tax w ith  Respect to  P o p u la tio n  

Cost o f Const ru c t io n  and Ur “ban Income

D e lh i C a lc u tta Bombay Madras Ahmedabad BangaloreV J . C1 U  _LL> MCD NDMC
PT o TJ> 

«  X 2,70
(2 .9 5 )

-10.80
(-9 .6 9 )

7.90 2,59 3.35 2.64 3.99

PT s C l 1.16
(1 «09)

1.01
(0 .9 0 )

0,57 1,79 1,49 — —

PT ? HTC 1.02
(1 ,14)

• 1 ,60
/  -•>, r \  \  
\ o  j

0,65 0,83 0,97 0.81 0,93

N ote; .Figures in  parentheses in d ic a te  p r iv a te  Sources 1, D e lh i?  Estim ated
pr op~r o i^  s 2 . F  or ot her C orp or at i  o ils ,

PERIOD? PT.:p ~ MID - 1961-62 to  1981-82? H IPFP  (1981 ), p . 19
fo r  p r iv a te  p ro p e rt ie s  1955-66 to  .
1 981 - 8 2  i 1970-71 t o  1980-81? f o r  ,
p r iv a te  p ro p e rt ie s  1971-72 to  1980-81?
PT ;C I - MOD - 1970-71 to  1980-81 ? STDM3 -
1970-71 to  1930-81? fo r  p r iv a te  p ro p o rt ie s
1971-72 to  1980-81 ?
PTsINC-MCD - 1961-62 to  1980-81? f o r  
p r iv a te  p ro p e r t ie s  196^-66 to  1980-81?
NDMC-1970-71 to  1980-81? fo r  p r iv a te  p ro p e r t ie s  
1971-72 to  1980-81.

N o ta tion s  PT = P ro p e rty  ta x  c o l le c t io n ?  P  = P o p u la t io n ?
C l = Cost o f c o n s tru c t io n  Index TNC = Urban income.



4 . 2 .7  The broad c o n c lu s io n  t h a t  emerges from tho ■ f o r e g o in g  
a n a l y s i s  of g rou th  r a t e s  and the  s tu d y  of  buoyancy of p r o p e r t y  
tax  i s  t h a t  u h i l e  the y i e l d  of the p r o p e r t y  tax  in  D e l h i  has 
kept  pace u i t h  the g rou th  of income, '  i t  has not: grown commen- 
s u r a t e l y  u i t h  the i n c r e a s e  in  the number o f  h o ld in g s .  A l s o ,  
the  per fo rmance  of D e l h i  in  r e l a t i o n  to the i n c r e a s e  in  the 
c o s t  o f  c o n s t r u c t  ion r e f l e c t i n g  i n c r e a s e s  in  p r o p e r t y  v a lu e s  
does not compare f a v o u r a b l y  u i t h  t h a t  fo r  Bomabeyor Madras,

3. D ecom p os i t ion  of The Tax R a t i o  and Buoyancy

4 .3 .1  T o t a l  p r o p e r t y  tax  c o l l e c t i o n  in a l o c a l i t y  can be 
h y p o th e s is e d  to be a f u n c t i o n  of tax demand-given the  e f f i c i e n ­
cy of ad m in is  t r  a t i  on j tax  demand to  be a f u n c t i o n  Df r a t e a b l e  
v a l u e , g i v e n  the  s t a t u t o r y  r a t e  s t r u c t u r e  and r a t e a b l e  v a lu e  
to  be a f u n c t i o n  of annual  r e n t a l  v a l u e ,  g iv en  the  p r o v i s  ions 
of the  P r o p e r t y  Tax A c t .  I t  f o l l o w s  th en  t h a t ,

TC = P r o p e r t y  tax c o l l e c t i o n ;  
CDP = C i t y  dom es t ic  p ro d u c t ;

TD = T ax de mand
RV = R a t e a b l e  v a l u e s ;
AV = Annual re  n'c a l  value .

4 .3 .2  E x p r e s s io n  (2 )  can be s a id  t o  decompose the  tax  
r a t i o ,  i . e . ,  TC/CDP. The f i r s t  te rm  in  e x p r e s s io n  (2 )  
(TC/TD) may be s a id  t o  measure c o l l e c t i o n  e f f i c i e n c y ;  the  
second measures the  e f f e c t i v e  tax  r a t e  gene ra ted  by the 
a p p l i c a t i o n  of the s t a t u t o r y  r a t e s ,  exem p t ions ,  e t c . ,  to

TC
CDP (1)

TC TD Rll
TD ’ RV * AV * CDP (2)

uhe re



r a te ab l 'e  v a lu e  - changes in  th s  r a t i o  over  t  ime uould r e f l e c t  
the impact  o f  p r o g r e s s io n  as w e l l  as o f  d i s c r e t i o n a r y  tax  
m easures ;  the t h i r d  term can be taken  to  i n d i c a t e  e f f i c i e n c y  
of assessm ent ;  and th e  f o u r th  one the r e l a t i o n s h i p  between 
annual  r e n t a l - v a l u e  of p r o p e r t i e s  and the  income of the l o c a l i ­
t y  - changes in  t h i s  r a t i o  would show the e x t e n t  t o  which 
annual  v a lu e  as de te rm ined  by the p r o p e r t y  tax department  
r e f l e c t s  changes i n  the  l e v e l  of economic a c t i v i t y .

4 . 3 . 3  J u s t  as the tax  r a t i o ,  the  e l a s t i c i t y  c o e f f i c i e n t
a l s o  can be decomposed i n t o  i t s  c o n s t i t u e n t  p a r t s .  The 
e l a s t i c i t y  o f - p r o p e r t y  tax  w i th  r e s p e c t  t o  income ( E ^  ) can 
be shown to  be eq u a l  to  the e l a s t i c i t y  of tax  c o l l e c t e d -  w i th  
r e s p e c t  to  tax demand (E  x the  e l a s t i c i t y  o f  tax  demand
u i t h  r e s p e c t  to r a t e  ab le  v a lu e  (Ej-drv^ x the  a l a s t  i c i t y  • o f  
r a t e a b l e  v a lu e  w i t h  r e s p e c t  t o  annual  v a lu e  ( E ruaV ) * the  
e l a s t i c i t y  of annual  v a lu e  w i th  r e f e r e n c e  to  income (E  ) .Buy
That  is.,

E , = E - , , x E , .  x E  x E  (3 )p ty  ptd t d r v  r v a v  avy '

4 . 3 . 4  U i t h  the he lp  of a v a i l a b l e  i n f o r m a t io n  f o r  the l o c a l  
b o d ie s  in  the  Union T e r r i t o r y  o f  D e l h i ,  the  component e l a s t i ­
c i t i e s  have been e s t im a te d  in  o rde r  to  e v a l u a t e  the ir-  i n d i ­
v i d u a l  im pac t .  It, may be noted t h a t  in  the  absence of any 
r e l i a b l e  d a t a  on the t o t a l  r e n t a l  v a lu e s  of  p r o p e r t i e s ,  the 
c o s t  of c o n s t r u c t i o n  which  i s  one o f  the  p r i n c i p a l  d e t e r ­
minants  of p r o p e r t y  v a lu e  i s  taken  to- r e p r e s e n t  annua l  r e n t a l  
v a lu e  (AV) . S e c o n d l y ,  no a ttempt i s  made to  e s t im a t e  th e
e l  as t  i c  i t y  ■ of annual  v a lu e  to  c i t y  income. In the  n a t i o n a l  
a c c o u n t s ,  ths  sh a re  of  aggregate  of income from p r o p e r t y  
in  GDP has remained more or l e s s  c o n s t a n t .  However ,  t h i s  
sh a re  might have been r i s i n g  in  c i t i e s .  I t  is  assumed th a t  
the  ■ e l  as t i c  i t  y of AM w i th  r e f e r e n c e  to c i t y  income i s  near  
u n i t y .



4 . 3 . 5  The c o e f f i c i e n t  of e l a s t i c i t i e s  of the  o t h e r  terms 
in  e x o r e s s io n  ( 3) are p re se n te d  in  T a b le  I V . 6.- Comparable 
e l a s t i c i t y  f o r  some s e l e c t e d  m u n ic ip a l  c o r p o r a t i o n s  are 
rep roduced  from an e a r l i e r  s tudy by N IP F P .

T^rL^ TV „6
Components of P r o p e r t y  Tax E l a s t i c i t y  (B u o yan cy )

Var i a b l e D e l h i C a l c u t  t a Bomb ay Madras

PT, TD 1 .02 
( 0 . 6 2 ) *

0.38 0.67 1 .26

TD, RV 0.81 
(1 . 3 1 )*

1 .64 - 0. 58

RV, C l * * 1.19
( 1 . 0 4 ) *

0. 42 0 .34 1 .48

N o te s :  * NDMC 5 o u r c e : C omputed
C l  = 
as a

Cost of C o n s t r u c t i o n  
proxy f o r  annual  v a l u e .

4 .3 .6  I t  i s  seen t h a t  the e l a s t i c i t y  of p r o p e r t y  tax  c o l l e c ­
t i o n  u i t h  r e s p e c t  to tax  demand ( E ^ ^ )  i s  near u n i t y  in  D e l h i  
and t h a t  the e l a s t i c i t y  of r a t e a b l e  va lu e  t o  c o s t  of  c o n s t ­
r u c t i o n  ( u h i c h  i s  taken  as a p roxy  fo r  annual  v a l u e )  i s  n e a r l y  
1 . 2 .  Houever ,  tax  demand seems to  be i n e l a s t i c  w i t h  r e s p e c t  
to  r a t e a b l e  v a l u e .  T h i s  i s  s u r p r i s i n g  because th e  tax  
s t r u c t u r e  be ing p r o g r e s s i v e ,  the c o e f f i c i e n t  o f  e l a s t i c i t y  i s  
expec ted  to  be h ig h e r  than one. Anyway* giv/en the d a t a ,  i t  
can be s t a t e d  t h a t  i n e l a s t i c i t y  of the p r o p e r t y  t a x  c o l l e c ­
t i o n  u i t h  r e s p e c t  t o  c o s t  of  c o n s t r u c t i o n  and u i t h  r e s p e c t  
t o  income i s  to-be l a r g e l y  e x p la in e d  by the l e s s  than pro-

1
p o r t i o n a t e  g rou th  of tax  demand u i t h  r e s p e c t  t o  r a t e a b l e  value*?

j y  M u l t i p l y i n g  u i t h  the  t h r e e  component e l a s t i c i t i e s  ue obta ­
in  the  e l a s t i c i t y  of  p r o p e r t y  t ax  u i t h  r e s p e c t  to  co s t  of 
c o n s t r u c t i o n ,  u h i ch  i s  0 .9 8 .  Even  i f  i t  is  assumed t h a t  
the  e l a s t i c i t y  of  annua l  v a lu e  u i t h  r e f e r e n c e  to  c i t y  
income i s  u n i t y ,  then  the  e l a s t i c i t y  of p r o p e r t y  tax  w ith  
r e s p e c t  t o  c i t y  income becomes the  same.



4 .3 .7  Ue ga t  more or l s s a  s i m i l a r  r e s u l t s  i f  ue take ths
e l a s t i c i t y  of p r o o e r t y  tax per h o ld in g  u i t h  r e s p e c t  t o  the
index of c o s t  of c o n s t r u c t i o n  ( ^ p t h c i^ *  "^his e l a s t i c i t y
can be 'decomoosed i n t o  the e l a s t i c i t y  of p r o p e r t y  tax  per
h o ld in g  u i t h  r e s p e c t  to  ra teab le ;  u^lue per  h o ld in g
and the e l a s t i c i t y  of r ° t r ab le  v a lu e  per  h o ld in g  u i t h  r e s p e c t
to  c o s t  of  c o n s t r u c t i o n  (E  , . T he comouted e l a s t i c i t i e s- ■ - • r v n c i
f o r  D e l h i  and th re e  o ther  C o r p o r a t io n s  are g i v e n  in T a b le  I V . 7. 
I t  i s  seen th a t  the  (^-pthrvh^ a^out 1 i n - D e lh i  u h e reas  
i t  i s  c o n s id e r a b l y  g r e a t e r  than  u n i t y  in Bombay, Madras and 
C a l c u t t a ,  thn c o e f f i c i e n t  f o r  Bombay be ing  as h igh  as 2 .82 .
A h ig h e r  th an u n i t  e l a s t i c i t y  i s  expocted  because the tax

4T
s t r u c t u r e  is  p r o g r e s s i v e .  ^-ptchi ^or on^y 0*68 as
a g a in s t  1.92 f o r  Bombay and 1.21 f o r  Madras. The o n ly  conso­
l a t i o n  may be t h a t  i t  i s  h ig h e r  than  in C a l c u t t a .  T h i s  much 
l o u e r  than u n i t  e l a s t i c i t y  of p th  u i t h  r e s p e c t  to  c i  must be 
a t t r i b u t e d  t o  the  l o u  e l a s t i c i t y  of r vh  u i t h  r e f e r e n c e  to  
c i ,  i . e . ,  r a t e a b l e  v a l u e s  are not kf’ sp in q  'pace u i t h  the proxy 
f o r  annual  v a l u e s .  I t  i s  a l s o  n o tew o r thy  t h a t ,  among the 
c i t i e s  compared, D e l h i  i s  the  on ly  one in  uh ich  a l l  the 
component e l a s t i c i t i e s  are l o u e r  than u n i t y .  I t  i s  of course 
t r u e  t h a t  in  none of the c i t i e s  have r a t e a b l e  v a lu e s  kept  
pace u i t h  annual  v a lu e s  and t h a t  the e l a s t i c i t y  of r v h  u i t h  
r e f e r e n c e  to  c i  i s  h ig h e r  in  D e l h i  than  in  the  o th e r  c i t i e s .
I t  is  im p o r tan t  t o  note t h a t  in  D e l h i  e l a s t i c i t y  of r a t e a b l e  
v a lu e  u i t h  r e s p e c t  t o  c o s t  of c o n s t r u c t i o n  i s  1.19 but i t  i s  
l e s s  than u n i t y  (0 .7 1 )  uhen co m puta t ion  i s  made u s in g  r a t e ­
ab le  v a lu e  per  h o l d i n g .  T h i s  shous t h a t  D e l h i  has  ex p e r ien ced  
a h ig h e r  growth r a t e  in  number of p r o p e r t i e s  a s s e s s e d .  , But 
the  r e l a t i v e l y  h igh  e l a s t i c i t y  of tax  c o l l e c t i o n s  to  r a t e a b l e  
v a lu e s  has more than compensated f o r  the  l o u  e l a s t i c i t y  o f  
rvh  in  a l l  the c i t i e s  o th e r  than  D e l h i .  A l though r a t e a b l e  
v a lu e s  have groun f a s t e r  in  D e l h i  than  e l s e u h e r e  (T a b le  I V . 8 ) ,  
p r o o e r t y  tax c o l l e c t i o n s  cou ld  not r i s e  p r o p o r t i o n a t e l y  in  
the  fo rm er .



TABLE I V . 7 

E l a s t i c i t y  of P e r  Ho ld ing  P r o p e r t y  Tax

D e l h i
V ar i a b l e PCD NDMC C a l c u t t a Bombay Madr as

PTH : 
■

C I 0.66
(0 .5 7 )

0.82
(0 .4 3 )

0 .49 1 .92 1 .21

PTH : RVH 0.96
(0 .9 2 )

1 .11 
( - )

1 .43 2.82 1 .74

RVH : C I 0.71
(0 .7 6 )

0.82
( 0 . 5 ? )

0. 33 0.66 

------- *--- 1

0.66

N o te :  F i g u r e s  in  p a r e n th e s e s  are
r e l a t e d  to p r i v a t e  p ro p e r ­
t i e s .
P e r i o d : PCD - 1 9 70-71 to  
1981-82; For  p r i v a t e  p ro ­
p e r t i e s  1967-68 t o  1981-82;
NDMC - 1970-71 t o  1980-81; 
f o r  p r i v a t e  p r o p e r t i e s
1 971-72' t o  1980-81 ;
N o t a t i o n :

5 ources  : 1 ,

2 ,

D e l h i  
E s t  imated
Fo r  o th e r
C o r p o r a t io n s  ,v 
N IP FP  (1981),
P .  26 .

PT l, = P r o p e r t y  tax  per  h o ld in g  H
C I  = Index of Cos t  of 

C o n s t r u c t  ion
RV|_| = R a t e a b l e  v a lu f par hold in g .



T A B J E  IV .  8 

G-y owt h Rate of Rato able Value

(per oont per annum)
Munic ip a l
C o rporation/
Bodies

RV RV* RVH RVH*

D e lh i
MCD 13.48 5.61 7.77 0.30

(13 .66 ) (6 .2 3 ) (8 .0 8 ) (1.01 )

NDi-0 9.59 1.98 7,S3 0.16
(10.91 ) (3 .2 1 ) (5 .7 5 ) (-1 .5 7 )

DCB 18.35 13.12 16.21 11.05
C a lc  ut t  a 4.63 -1.63 3.80 -2.25
Bombay 7.72 1.54 6.97 0.09
Madras 9.34 0.67 6.62 -1.83
Ahmedabad 5.91 1.00 - -
Bangalore 13.34 6.04 7.03 0.12

Ifo te : F igu res
r.

in  parentheses fo r Sources % (1 ) Fo r D e lh i :
p r iv a te p ro p e rtie s Computed.

Rateab le  va lu e  
RV (Constant P r ic e s )  
P e r  ho ld ing  RV 
Pe r ho ld ing  RV 
(Constant P r ic e s )

RV =
RV* =
RVH =
RVH* =

P e r io d :
D e lh i (M3D) - 1970-71 to  1981-82?

fo r  p r iv a te  p roper­
t i e s ,  1967-68 to  
1981-82

NDMO - 1970-71 to  1981-82;
DCB - 1975-76 to  1980-81

(2 ) Po r other
c corporations i  
N IPFP  (1981), 
p . 26



4 .3 .8  I t  is  a l s o  n e c e s s a r y  to measure the deg ree  of 
c o l l e c t i o n  e f f i c i e n c y .  T uo asp e c ts  of e f f i c i e n c y  may 
be co n s id e re d  - ( a )  l e v e l  of e f f i c i e n c y  and (b )  t r e n d s  
in  e f f i c i e n c y • or changes in  the  deg ree  of  e f f i c i e n c y .
The l a t t e r  may- be measured in  terms of e l a s t i c i t i e s .  As 
t o t a l  tax demand c o n s i s t s  of  c u r r e n t  and a r r e a r  demands, 
c o l l e c t i o n  e f f i c i e n c y  is  r e q u i r e d  to  be de te rm ined  
s e p a r a t e l y  f o r e a c h  of  them. E s t i m a t e s  of e l a s t i c i t i e s  
of the r e l e v a n t  c o l l e c t i o n s  u i t h  r e f e r e n c e  to  c u r r e n t  
demand, a r r e a r  demand and t o t a l  demand are p re s e n te d  in  
T a b le  I V . 9. I t  i s  found t h a t  the e l a s t i c i t y  of  t o t a l

TABLE I V . 9 

Tax C o l l e c t i o n  Pe r fo rm ance

E l  a s t  i- D e l h i * C a l-
c i t y I ĈD l̂D(v)d ■ c u 11 a Mad r a s 1 ore

(1 96 5-66 (1 971-72 
t o  to  

1 981-82) 1 981-82

(196 0-6 1 
t  0 

1979-80)

(1 970-71
t  0

1 976-77)

(1 96 0-61 
t o  

1979-80)

CC : CD 1 .10 0.6 5 0.40 1 .03 0.76
AC : AD 0.87 1 .31 0.29 1 .16 0, 50
TC : TD 1 .02 0.64 0.38 1 .26 0.67

N ote ; *

CC

AC

P r i v a t e  p r o o e r t i e s -
= C o l l e c t i o n  out of 

c u r r e n t  demand
= C o l l e c t i o n  out 

a r r e a r  demand
of

TD = T o t a l  demand.

S o u r c e s ;  (1 )  For  D e l h i :
E s t  imated

(2 )  Fo r  e th e r
C o r p o r a t i o n s :
N IP FP  (1981), 
p . 24.

c o l l e c t i o n s  u i t h  r e s p e c t  to  t o t a l  demand is  s l i g h t l y  
h ig h e r  th an  1 f o r  D e l h i  (f’C D ) .  I t  is  o n ly  the a r r e a r  
c o l l e c t i o n s  t h a t  are f a l l i n g  behind a r r e a r  demand. I t  
may be i n f e r r e d  t h a t  the t rend  i s  f o r  a g r e a t e r  
p-r'OD-qjJ't'icrn of c u r r e n t  demand t  o be c o l l e c t e d ,



Demand and C o lle c t io n  of P ro p e rty  Tax (P r iv a te  P r o p e r t ie s )  in  Looal
Bod ies o f Union T e r r i t o r y  of D e lh i

__________________________________ ;______________ __________________ ;____________________ ( Rs lak h  )
____________Current ____________Arre a r _____________ T o ta l_________
Demand C o lle c-  C o l. (2 ) Demand' C o lle c -  C o l.  ( 5 )  Demand C o llc c -  C o l. (8 )' 

lo c a l  t io n  as per t io n  as per t io n  as per
Bodies cen t o f cen t of cen t of

C o l . (1 )  C o l . (4 )  C o l. (7 )
(1 ) (2 ) (3 ) (4 ) (5 ) (6 ) (7 ) .(B ).. _ . (9 ) ___

MCD 1965“ 66 
71-72 
75-76 
80-81

630.06 
1098.25 
1700.00

381*32 
890 „ 35 

1282*73

60.52
81.07
75.45

491.85
1181.11
1444.44

180.48
388.44
498.28

36.69
32.04
34.49

1121.91
2279.36
3144.41

561.80
1278.79
1781.01

50.08
56.10
56.64

M>M3 1971-72
75-76
80-81
81-82

120.22
247.75
308.16
295.00

79.71
125.44
111.02
150.25

66.30
50.63
36.03
50.93

166.58
454.97
814.86
964.63

6.47
66.73
47.37
50.30

3.88
14.67

5.81
5.21

286.80
702.72

1123.02
1259.63

86.18
192.17
158.39
200.55

30.05
27.35
14.10
15.92

DCB 79-80
80-81 
81-82

2.10
2.53
2.46

1.66
0.81
1,60

79.04 
32.09
65.04

1.16
1.17
2.46

0.44
0.43
1.40

37.93
36.75
56.91

3.26
3.70
4.91

2.10
1.24
3.00

64.41
33.51
61.09

Sources O ffices  o f M u n ic ip a l C o rp o ra tio n  
of D e lh i ,  New D e lh i M u n ic ip a l 
Committee and D e lh i Cantonment 
B o a rd .



Demand and C o lle c t io n  of P ro p e r ty  Tax (Government P r o p e r t ie s )  in
Union T e r r i t o r y  of D e lh i 

__________________________.___ __________________________________ _________________ '____________________ ( Rs lak h  )

___________Current_________________ ______A rrea r T o ta l
Demand C o lle c-  C o l. 2 Demand C o lle c -  C o l. 5 Demand C o lle c -  C o l. 8 

L o c a l Bod ies t io n  as per t io n  as per t i a n  as per
cen t of cen t of cen t of

(1 ) .  .. - I D  . __ (4 ) ........ ...(5.) (6 ) (7 ) (8 ) (9 )
MCD 1979-80 

1980-81 
1981-82

246.39
275.18
336.67

164.09 
187.22 
28 9-. 42

67.60
68.04
85.97

438.70
378.51
275.80

151.29
163.47
201.51

34.49
43.19
75.06

685.09
653.69
612.47

315.58
350.69
490.93

46.06
53.65
80.16

1'TDMC 1970-71 
1975-76
1980-81
1981-82

60.98
78.06

121.65
121.91

30.95
53.62
45.42
63.94

50.75
68.69
37.34
52.44

40.43
168.60
168.31
233.38

0.53 
76.74 
11.16 
28.62

1.31
45.52

6.63
12.26

101.41 
246.66 
289.96 
355.29

31.48
130.36

56.58
92.56

31.04 
52.85 
19.51
26.05

DOB 1979-80 
1980-81 
1981-82 .

1201.00 
1201.42 

22667.42

1113.78
509.63

19500.50

92.73
42.42
86.24

13215.00 
12296.72
12948.01

1010.01 
40.50 

2138.27

7.64
0.33

16.51

14416.00
13498.13
35615.43

2123.79
550.13

21638.77

14.73
4.08

60.76

Sources As fo r  Table I V . 10



w h i le  the p r o p o r t i o n  o f  t o t a l  demand c o l l e c t e d  has tended 
t o  rem a in  c o n s t a n t .  T h is  of co u rse  dnRS not mean t h a t  the 
e n t i r e  c u r r e n t  demand is  be inq  c o l l e c t e d .  As i n d i c a t e d  
above,  th e  l e v e l  of c o l l e c t i o n  e f f i c i e n c y  is  a l s o  im p o r tan t .  
I t  i s  seen th a t  as of 1 980-81 o n ly  75 d p t  cen t  of the  c u r r ­
en t  demand, 35 per cen t  o f  a r r e a r  demand and 57 per c e n t  
of t o t a l  demand in  r e s p e c t  of p r i v a t e  p r o p e r t i e s  uas being 
c o l l e c t e d  in MCD (T a b le  I V . 1 o) . F o r  NDMC the co r re sp o n d in g  
r a t i o s  are 36 per  c e n t ,  6 per c e n t  and 14 per c e n t  r e s p e c t i ­
v e l y ,  In  r e s p e c t  o f  Government n report, ie s ,  the  p e rc en tag e s  
of demand c o l l e c t e d  were 58 per c e n t  f o r  c u r r e n t  - demand,
43 per  c e n t  f o r  a r r e a r  demand and 54 per cen t  f o r  t o t a l  
demand in  1 980-81 in  PCD (T a b le  I V , 11) . Houever ,  the  
p e r c e n ta g e s  i n c r e a s e d  c o n s i d e r a b l y  in  1 981-82. The g e n e ra l  
p i c t u r e  t h a t  emerges is  t h a t  betueen  55 an d  65 per  c e n t  of 
the  t o t a l  demand- i s  be ing  c o l l e c t e d  in  MCD and DCB in  
r e s p e c t  of p r i v a t e  p r o p e r t i e s ,  where-as NDPC has been ab le  
t o  c o l l e c t  on ly  between 15 and 30 per  c e n t .  I t  i s  s u r ­
p r i s i n g  t h a t  even tax  demand r a i s e d  a g a in s t  government 
p r o p e r t i e s  has not been c o l l e c t e d  f u l l y .



V. ANALYSIS OF PROPERTY TAX 
BASE AND RATE

1. I n t r o d u c t  ion

5.1.1  In  the  p r e c e d in g  c h a p t e r ,  t h r  • a n ? I y s i s  of g rou th  
f a c t o r s  r e v e a l e d  t h a t  thn income e l a s t i c i t y  o f  the o r o p e r t y  
t ax  has s u f f e r e d  m a in ly  due to the  i n e l  as i t  i c  i t  y of the 
r a t e a b l e  v a lu e s  u i t h  r e f e r e n c e  t   ̂ income. I f  t h e  tax  base 
f a i l s  t o  respond to  p r i c e  and income i n c r e a s e s ,  the l o c a l  
a u t h o r i t y  ueuld  have t o  r e s o r t  to  the  p o l i t i c a l l y  unpopu la r  
and perhaps  e c o n o m ic a l l y  ha rm fu l  e x e r c i s e  of i n c r e a s i n g  
the  tax  r a t e .  S i n c e  the  l e v e l  of p r o o e r t y  tax y i e l d  uou ld  
l a r g e l y  depend on the l e v e l  of assessed  v a lu e s  of p ro p e r ­
t i e s ,  ' an e x a m in a t io n  of the  f a c t o r s  g o v e rn in g  the  l e v e l  
of r a t e a b l e  v a lu e s  uou ld  be Df c o n s i d e r a b l e  v a lu e  f o r  any 
re fo rm  in  the o r o p e r t y  tax  sys tem .  I t  sh o u ld  be emphasised 
t h a t  an average  g ro u th  p e r f  ormance • of the  p r o p e r t y  tax u i t h  
an adequate tax base i s  l i k e l y  to y i e l d  b e t t e r  r e s u l t s  in  
terms of revenue  p r o d u c t i v i t y  th an  r a more th an  a v e r a g e 1 
per fo rm ance  u s in g  an inad eq ua te  tax  base .  A l s o ,  f o r  a l l  
d i r e c t  t a x e s ,  i t  has been found by e x p e r i e n c e  t h a t  a com­
b i n a t i o n  o f  a broad and e l a s t i c  base u i t h  moderate r a t e s  
y i e l d s  much b e t t e r  r e s u l t s  than  high r a t e s  combined u i t h  
an eroded base in  te rms of a d m i n i s t r a t i v e  e a se ,  c h e c k in g  
e v a s i o n  and revenue  p r o d u c t i v i t y .  I t  i s  proposed to  
d i s c u s s  in  t h i s  c h a p t e r  assessment  p r a c t i c e s ,  t r e n d s  in  the 
r a t e a b l e  v a lu e  and f a c t o r s  u n d e r l y i n g  i t s  l o u  e l a s t i c i t y .
In  the  c o n c lu d in g  s e c t i o n ,  an a n a l y s i s  of the e x i s t i n g  
r a t e  s t r u c t u r e  u i l l  be p r e s e n t e d .



2. S t a t u t o r y  Base of P r o p e r t y  T ax

5 .2 .1  Tax ab le  p r o p e r t y  under the D e l h i  M u n ic ip a l  Cor ­
p o r a t i o n  Act (DMC A c t ) ,  1957 in c lu d e s  a l l  land and 
b u i l d in g s  ( i n c l u d i n g  m ach inery  and o th e r  f u r n i t u r e  and 
f i x t u r e s  as are co n s id e re d  n e c e s s a r y  f o r  the  use and 
en joym ent  of b t f i l d in g )  excep t  those t h a t  are e x p r e s s l y  
exempt from the  t a x . - ^  Tax-exempt p r o p e r t i e s  in c lu d e  
land  and b u i l d in g s  b e lo n g in g  t o  r e l i g i o u s  p l a c e s  of pub­
l i c ' w o r s h i p  and c h a r i t a b l e  and o d u c a t i o n a l  i n s t i t u t i o n s . * ^  
S e l f - o c c u p  ant a s s e s s e s s  w i t h  r a t e a b l e  v a lu e  below Rs 100 
who own not  more than one such p r o p e r t y  are exempt from 
the  tax .

5 .2 .2  The t a x a b l e  base of  the p r o p e r t y  tax  a c co rd in g  
t o  the Act is  th e  annual  r e n t  a t  which such land  or 
b u i l d i n g  might r e a s o n a b l y  be expec ted  to  l e t  f rom year  
t o  y e a r  w i th  an a l lo w an ce  of  10 p e r  c e n t  towards  r e p a i r  
c o s t s  f i n s u r a n c e , e t c .  T h i s  i s  termed r a t e a b l e  v a l u e .
The d e t e r m in a t i o n  of r e n t a l  v a l u e s ,  however ,  would va ry

J J  The assessment of p r o p e r t i e s  l o c a t e d  in  the NDMC
and DCB a re a s  i s  governed by th e  p r o v i s i o n s  of
Pu n jab  M u n ic ip a l  Act of 1911. These p r o v i s i o n s  are 
s u b j e c t  t o  D e l h i  Rent  C o n t r o l  A c t ,  1 958 as i n  the case 
of the MCD.

1 1  In  the case  of  the  NDMC, the  exemption l i s t  a l s o
in c lu d e s  b u i l d i n g s  owned by f  o r e ig n  m i s s i o n s . These 
p r o p e r t i e s  are however r e q u i r e d  t o  pay s e r v i c e  
c h a r g e s .  C e n t r a l  Government p r o p e r t i e s '  are a l s o
t r e a t e d  in  the  same way,  but t h e y  are s u b j e c t  to
a h ig h e r  s e r v i c e  ch a rg e ,



denend ing  upon w h e th e r  the n r o o a r t y  i s  oh r e n t  or i t  is  
s e l f - o c c u p  ied nr v a c a n t .  In ths case of ren ted  p ro p e r ­
t i e s ,  the  r e n t  a c t u a l l y  pa id  by tha  t e n a n t  is  deemed to  
be the gross- annual  r e n t a l .  I n f o r m a t io n  on r p n t s  is  
ob ta ined  from d e c l a r a t i o n s  by th*-' owners of  p r o p e r t y .
When the  r e n t s  d e c l a r e d  by the house owners are suspec ted  
t o  be c o n c e s s i o n a l  or c o l l u s i v e ,  r e s o r t  is  made t o  th e  
d a t a  on r e n t a l  oar  sq .  f t .  of c a r p e t  a rea  d eve loped  by 
the  d ep a r tm en t ,  u s in g  the  i n f o r m a t io n  c u l l e c t e d  by 
i n s p e c t i n g  c e r t a i n  p r o p e r t i e s  at random in  each l o c a l i t y .
In o th e r  c a s e s ,  r e n t s  are d e te rm ined  on compar ison  u i t h  
o th e r  s i m i l a r  p r o p e r t i e s  in  the  l o c a l i t y .  In c a ses  in 
which the  r e n t  of p r o p e r t y  has been f i x e d  in  acco rdance  
u i t h  the D e l h i  R e n t  C o n t r o l  A c t ,  1958, s t a n d a rd  r e n t  so  
f i x e d  is  t a k e n  t o  be the g ross  r e n t .  In  ca ses  of  sub­
t e n a n c i e s ,  i f  the r e n t s  pa id  by the s u b - te n an ts  exceed 
uhat i s  be ing pa id  by th e  t e n a n t s ,  the  h ig h e r  amount i s  
t a k e n  as g ross  r e n t a l  v a l u e .

5. 2.3 Fo r  s e l f - o c c u p i e d  p r o p e r t i e s  be ing  assessed^ f o r  
th e  f i r s t  t im e ,  the  annual  r e n t a l  v a lu e  i s  taken  to be a
f r a c t i o n  of the  sum of t h e  c o s t  of c o n s t r u c t i o n  and land
v a lu e  at  the s t a r t  o f  c o n s t r u c t i o n .  T h i s  f r a c t i o n ,  u h ich  
r e p r e s e n t s  r a t e  o f  r e t u r n  on the  t o t a l  in ve s tm e n t  v a l u e ,  
i . e . ,  the  sum of c o n s t r u c t i o n  cos t  and l a n d  v a lu e  of the 
p r o p e r t y  at the t im e  o f  c o n s t r u c t i o n ,  is  taken to  be 7 .5
p e r  c e n t  of  the in ve s tm en t  v a lu e  i f  the r e n t a l  v a lu e  so
d e te rm ined  is  l e s s  th an  Rs 1200 and 8 .625 per  cen t  i f  the 
r e n t a l  v a lu e  exceeds  Rs 1200. In c a s e s  uhere  th e  p r o p e r t y  
was e a r l i e r  l e t ,  the  l a s t  r e n t  r e c e i v e d  i s  adop ted .  F o r ­
m e r l y ,  an owner-occupancy r e l i e f  r an g in g  between I 5 and 25 
p e r  c e n t  was be ing  g r a n t e d .  T h is  r e l i e f  ha s ,  h o u e v e r ,  
been u i t h d r a u n .  The r e n t a l  v a lu e  of vacan t  land  u h ic h  is  
c a p a b le  o f  be in g  b u i l t  upon or on uh ich  a b u i l d i n g  i s  in  the 
p ro c e s s  o f  co m p le t io n  is  f i x e d  a t  5 per  cc?nt o f  the s t i o u — 
l a t e d  c a p i t a l  v a lu e  of  such l a n d .



5 . 2 .4  A cco rd ing  t o  a d e p a r tm e n ta l  p u b l i c a t i o n  e n t i t l e d  
P r o p e r t y  Tax ;  1 978, a l l  the  p r p p e r t i e s  are supposed to  
be r e a s s e s s e d  e v e r y  t h r e e  y e a r s .  But the  p r a c t i c e  i s  
a l t o g e t h e r  d i f f e r e n t .  G e n e r a l l y ,  old assessments  are 
adopted e v e r y  y e a r ;  a f o l l o w  up e x e r c i s e  t o  update the  
r a t e a b l e  v a lu e s  i s  und e r taken  in  r e s p e c t  o f  a f e u  p rope r ­
t i e s  o n l y .  Thus ,  g e n e r a l l y  s p e a k in g ,  the r a t e a b l e  v a lu e s  
•£rf found t e  be r e v i s e d  o n ly  in the  f o l l o w in g  e v e n t s ;
( i )  r i s e  in r e n t  in  the  case  of t en a n ted  p r o p e r t i e s  due to  
change in  t e n a n c y  or upward r e v i s i o n  in the  r e n t s  of 
e x i s t i n g  t e n a n c y ;  ( i i )  r e v a l u a t i o n  n e c e s s i t a t e d  by a 
change in  occupancy ,  e . g . ,  from t en a n ted  to  s e l f - o c c u p i e d  
or  v i c e  v e r s a ,  wh ich  r e q u i r e d  the  fo rm u la  f o r  d e te rm in in g  
the  r a t e a b l e  v a lu e  t o  be changed,  and ( i i i )  r e v a l u a t i o n  
n e c e s s i t a t e d  because of change in  use .  New c o n s t r u c t i o n s  
in  the  form of new b u i l d in g s  and a d d i t i o n s  to  the e x i s t i n g  
s t r u c t u r e s  are assessed  as f i r s t  assessm ent .

3. Assessment P ro ce ss

5.3.1- A complete  s e t  of d a t a  on r e n t a l  par  u n i t  of  c a r p e t  
a r e a  f o r  the d i  f  fe re nt . 1 oc a l  i t i e  s in  each  zone a p p l i c a b l e  
t o  r e s i d e n t i a l  and non-res ide nt i a l  ( c o m m e rc ia l ,  i n s t i t u t i o n ­
a l  and i n d u s t r i a l )  p r o p e r t i e s  i s  deve loped  b e fo re  t h e  p rocess  
o f  v a l u a t i o n  commences each y e a r .  These r e n t a l  d a t a  exp re ­
ssed in  terms of amount per  u n i t  of c a rp e t  a r e a  are used 
o n ly  a f t e r  t h e y  are approved by the M u n ic ip a l  Commiss ioner .  
Th us ,  the  t a s k  of the  assessment . in spec to r  i s  g e n e r a l l y  
reduced t o  f i n d i n g  out the  occupancy  s t r u c t u r e ,  c a rp e t  
a rea  and the  na tu re  of use of a p r o p e r t y  f a l l i n g  ■ under  h is  
j u r i s d i c t i o n .  Once the  r e l e v a n t  d a t a  are c o l l e c t e d  a f t e r  
i n s p e c t i n g  the p rem is e s ,  the assessment  i s  supposed to  be 
made by a p p l y in g  the  r e l e v a n t  r e n t a l  d a t a .  T h e r e a f t e r ,  a



l i s t  c o n t a i n i n g  a l l  the  h r  u  asses  sments i s  o r e o a r R c i  an d  

d i s p l a y e d  f o r  p .ub l ic  i n s p e c t i o n .  Thn a s se s se s  can cha­
l l e n g e  the r a t e a b l e  v a lu e  so de te rm ined  under S e c t i o n  
124 of the Df'C Act ; he can th en  c o n t a c t  the  assessment 
o f f i c e r  and f i n d  out h is  response  t o  h i s  o b j e c t i o n .  A f t e r  
h e a r i n g  the o b j e c t i o n ,  the assessment o f f i c e r  f i n a l i s e s  
the  r a t e a b l e  va lu e  uh ich  then  is  used f o r  r a i s i n g  the 
t ax  demand. A l though  the  assessment in  t h i s  uay is  deemed 
t o  have been f i n a l i s e d ,  the a s s e s s e e  can c h a l l e n g e  jthe 
assessment under S e c t i o n  126 of the Df'C Act u h ich  empouers 
the  Commiss ioner  t o  amend the e a r l i e r  assessments  f o r  
adequate r e a s o n s .  I t  is  im p o r tan t  to  note t h a t  the p rocess  
of assessment does not  a lu a y s  come t o  an end h e re .  I f  the 
a s s e s s e e  i s  not  s a t i s f i e d  u i t h  the d e c i s i o n  of  t h e ' a s s e s s ­
ment depa r tm en t  or the Com m iss ione r ,  the assessment o rd e r  
i s  a p p e a la b le  in  the Cou r t  of the d i s t r i c t  judge o f  D e l h i .
The d i s s a t i s f i e d  p a r t i e s  may even  go to the h ig h e r  c o u r t s .

5 .3 .2  A cco rd in g  t o  S e c t i o n s  169 and 170 of  the  D C  A c t ,  
appea ls  can be f i l e d  u i t h  the c o u r t s  on ly  a f t e r  the tax  
amount in  d i s p u te  has been d e p o s i t e d  by the a p p e l l  a n t . HotJe ve r , 
r e c e n t l y  i t  has been n o t i c e d  t h a t  the  a s s e s s e e s ,  p a r t i c u ­
l a r l y  the ones h a v in g  l a r g e  p r o p e r t i e s ,  r e s o r t  to f i l i n g  
c i v i l  s u i t s  and u r i t  p e t i t i o n s  a g a in s t  the  assessment  order  
as s u c h .  The p o p u l a r i t y  of r e s o r t i n g  t o  these  in s t ru m e n ts  
a r i s e s  from the f a c t  t h a t  the a s s e s s e e s  are not r e q u i r e d  
to  d e p o s i t  the f u l l  amount o f  the tax  demand r a i s e d  by the 
C o r p o r a t i o n  b e fo re  f i l i n g  such a s u i t .  They  are r e q u i r e d  
t o  d e p o s i t  on ly  an amount u h ich  i s  co n s id e re d  by the c o u r t  
t o  pe r e a s o n a b l e ,  l o o k i n g  in to  the  f a c t s  of the c a s e .



4. Causes of. I n e l a s t i c i t y  of  R a t e a b l e  Va lue

5 .4 .1  - Even  u i t h  the  d e t a i l e d  i n s t r u c t i o n s  c o n ta in e d  in 
the  Act and the g u i d e l i n e s  issued  from t ime t o  t im e ,  the 
e x i s t i n g  assessment mechanism and p ro cess  are such as t o  
cause c o n s id e r a b l e  e r o s i o n  of the tax  base .  W h i l e  i t  is 
not p o s s ib l e  t o  i d e n t i f y  a l l  f a c t o r s  t h a t  a f f e c t  the de­
t e r m i n a t i o n  of the base and e s t im a t e  e m p i r i c a l l y  t h e i r  
e f f e c t s  on the  g rowth  of  r a t e a b l e  v a l u e s ,  f a c t o r s  u h ich  
seem to  have been m a in ly  r e s p o n s ib l e  f o r  the slots) g rou th  
of the r a t e a b l e  v a lu e s  can be s a i d  t  o be the  f  o i l  ou i n g : ( i )  
l a c k  o f-p ro p e r  assessment code ;  ( i i )  im p e r f e c t i o n s  in  the 
r e a l  e s t a t e  market , and ( i i i )  l e g a l  imped iments .  The next 
s e c t i o n  i s  devoted  to an a n a l y s i s  of t h e s e  f a c t o r s  and to  
an ex a m in a t io n  of  t h e i r  l i k e l y  e f f e c t s  on the g rou th  o f  
r a t e a b l e  v a lu e s .

a. L a c k  of p rope r  assessment code

5 .4 .2  F i r s t  o f  a l l ,  t h e r e  i s  no u r i t t e n  assessment code 
f o r  the assessment o f f i c e r s .  The p o s s ib l e  s o u rce s  of  
gu idance  f o r  them are ( i )  DMC A c t ;  ( i i )  b y - l a u s 7and 
( i i i )  d e p a r tm e n ta l  hand-outs  and u r i t t e n  and u n u r i t t e n  
c o n v e n t i o n s .  These cannot  be co n s id e re d  to  form an ex­
h a u s t i v e  se t  of  i n s t r u c t i o n s  u h ich  can gu ide  the  a s s e s s ­
ment i n s p e c to r s ,  i n  t h e i r  uork of  a ssessm ent .  A lthough 
a t tem p ts  have been made t o  d ev e lo p  r e n t a l  d a t a  f o r  the 
d i f f e r e n t  l o c a l i t i e s  in  D e l h i ,  t h e y  are no t  ye t  a v a i l a b l e  
f o r  many l o c a l i t i e s .  F u r t h e r ,  s e p a r a t e  d a t a  on r e n t a l  
f o r  com m erc ia l  p r o o e r t i e s  such as h o t e l s ,  r e s t a u r a n t s  
■&nd b us iness  p rem ises  are not being c o l l e c t e d .  In 
r e s p e c t  of commercia l  p r o p e r t i e s ,  the  d e p a r tm e n ta l  p o l i c y  
is  to  d e r i v e  the r e n t  by a p p l y in g  a .pe rcentage  i n c r e a s e  
to  the  r e n t a l  de te rm ined  fo r  comparab le  r e s i d e n t i a l  
p r o p e r t i e s  in  the  concerned  l o c a l i t y .  N o rm a l l y ,  the  r e n t



f o r  the fo rm er  i s  taken  tn be ons and a h a l f  t im es  the 
r e n t  f o r  r e s i d e n t i a l  p r o p e r t i e s ,  However, t h i s  p r a c t i c e  
has no s a n c t i o n  in  law and o f f i c e r s  cou ld  v a r y ,  and are 
knoun t o  have v a r i e d ,  the f a c t o r  of i n c r e a s e  a p p l i e d  in  
d i f f e r e n t  c a s e s .  Thus f much is  l e f t  t o  the d i s c r e t i o n  of  
the- a s s e s s in g  i n s p e c t o r s  in  r e l a t i o n  to  the assessment  of 
com m erc ia l  p r o p e r t i e s .

5 ,4 .3  Tn regard  to  the s e l f - o c c u n i e d  p a r t  of the b u i l d ­
ings p a r t l y  I s t - o u t  and p a r t l y  s e l f - o c c u n i e d , the  a s s e s s ­
ment i n s p e c to r s  are expec ted  to  app ly  the  ren t  de te rm ined  
f o r  the tenan ted  p o r t i o n  t o  th e  ou ne r-occupied p o r t i o n  and 
th en  g ran t  on i t  a s e l f - o c c u p a n c y  r e b a te  r a n g in g  be tueen  
15 per  c e n t  and 25 p e r  c e n t .  T h i s  p rocedure  g i v e s  scope 
f o r  d i s c r i m i n a t o r y  assessments  and seams t o  have l e d t o  
l e n i e n t  assessments  of s e v e r a l  owner-occup ied  p r o p e r t i e s .  
The assessment i n s p e c t o r s  have no t  o n l y  used t h i s  p r o v i s o  
to  l e n i e n t l y  assess  p r o p e r t i e s  b u t- th e y  have a l so  d i s ­
c r im in a t e d  between d i f f e r e n t  owner-occup ied  p r o p e r t i e s  
in  assessment  and g r a n t i n g  r e b a t e .  A s u r v e y  o f  568 s e l f ­
o ccup ied  and 131 tenanted,  p r o p e r t i e s  conducted  by' the 
N I P F P  team has r e v e a l e d  t h a t  owner-occup ied  p r o p e r t i e s  
p a r t i c u l a r l y  in  the r e s i d e n t i a l  s e c t o r  have been assessed  
much more l e n i e n t l y  than  what the  s t a t u t o r y  p r o v i s i o n s  
would have a l low ed  ( T a e l  a \ i. 1 ) ,

TABLE V.1
R a t e a b l e  Ua lue by Type of  Ownership and Use of  Ho ld ings

(Rs per  sq . n T  . . .  ..

Owner occup ied T enanted

Res id e n t  i a l 4.20 8.32
(533) (101)

C ommer c i a l 12.26 14.73
(35) (30)

N o te :  F i g u r e s  w i t h i n  p a r e n th e s e s  S o u r c e :  S u r v e y  o f  s e l e -  
i n d i c a t e  sample s i z e .  c ted  H o ld ings  by

N I P F P  T e atn 
(1 983) .



5 . 4 . 4  I t  i s  s t a t e d  in  one of  the d e p a r tm e n ta l  hand-outs,
t h a t  w h i le  us ina the  c a rp e t  a re a  method, a l l  rooms i n c lu d ­
ing covered  and g lazed  verandahs  of w h a te ve r  s i z e  are taken  
at t h e i r  a c t u a l  measurement. Mian i s ,  passages  and open 
verandahs  of w h a te ve r  s i r e  and Q an t ry  and k i t c h e n ,  whenever 
th ese  are less- than  100 sq .  f t . ,  are tak en  at 50 per  cen t  
of the a c t u a l  measurement. Other spaces  c o n s t i t u t i n g  Dart, 
of the b u i l t - u p  a r e a  are e x c lu d e d .  B e s id e s  t h i s ,  a few 
d e d u c t io n s  are a l low ed  by the assessment d en a r tm en t ,  such 
as a r e b a te  of Rs 5 per  fan  and Rs 10 per  g ey se r  and 
b o o s te r  pump per  month in the even t  of th ese  f a c i l i t i e s  
h a v in g  been p ro v id ed  by the  l a n d l o r d .  I t  can be seen t h a t  
t h e se  p r o v i s i o n s  can le a d  t o  c o l l u s i o n  between i n s p e c t o r s
and asse ssees  w i t h  a v iew  to  l o w e r in g  assessed  r a t e a b l e
v a l u e s .

b , Im p e r f e c t io n s  in the r e a l  e s t a t e  market

5 . 4 . 5  The d e t e r m in a t i o n  of n r o n e r t y  v a lu e s  can be under­
t a k e n  f o l l o w i n g  e i t h e r  the  r e n t a l  method or the b u i l d in g  
c o s t  method. Thus ,  a c o r r e c t  v a l u a t i o n  of  p r o p e r t  ies  w ould 
r e q u i r e  r e l i a b l e  d a t a  on r e n t ,  l an d  v a lu e  and the c o s t  of 
c o n s t r u c t i o n .  I t  i s  w e l l  known t h a t  th ese  i n d i c a t o r s  o f
p r o p e r t y  v a lu e s  have gone up t r em en d o u s ly  due,  on the  o»e
hand, t o  demand and s u p p ly  imba lance  in  the hous ing  s e c t o r  
consequent  upon th e  c o n c e n t r a t i o n  of c o p u l a t i o n  and econo­
mic a c t i v i t i e s  in  the  m e t r o p o l i t a n  j u r i s d i c t i o n  of D e l h i j  
and to  g en e ra l  p r i c e  r i s e ,  on the o t h e r .  D u r in g  1 96 0- 80 , 
the  r e n t s  and the  co s t  of  c o n s t r u c t i o n  have gone up by 
f o u r  to  f i v e  t imes  (NBO, 1981) , and lan d  p r i c e s  have gone 
up bv a lmost t e n  t im es  ( S h a f i  and D u t t a ,  1981) .



5.4 .6  Houevex, c o l l u s i o n  b?tuRRn l a n d lo r d s  and t e n a n t s ,  
concea lm ent  of a c t u a l  r e n t  and o th e r  s i m i l a r  p r a c t i c e s  
have r e s u l t e d  in  the r e p o r t e d  r e n t s  to be much l o u e r  than  
the  a c t u a l  r e n t s .  B e s id e s  t h i s ,  the inv  ol ue me nt of  b la ck  
money in  p r o p e r t y  t r a n s a c t i o n s  has in c re a s e d  the  tendpncy  
t o  c o n c e a l  f a c t s  about p r o p e r t y  t r a n s a c t i o n s  both in  the 
r e n t a l  and r e a l  e s t a t e  m arke ts .  S t a t i s t i c s  c o l l e c t e d  
from the- V a l u a t i o n  C e l l  of  the Income Tax Depar tm ent  have 
shoun the  e x t e n t  o f  d i s c r e p a n c y  betueen uhat  is  d e c l a r e d  
by the  in v o l v e d  p a r t i e s  and uhat  has been de te rm ined  by 
the  C e l l .

5 .4 .7  Rent  c o n t r o l  i s  evaded by c h a rg in g  '’ s a l a m i '1 or 
advance payments in  lumpsum. I n fo rm a l  e n q u i r i e s  have shoun 
t h a t  the  p r a c t i c e  o f  s a l a m i  has been a c t i v a l y  p r e v a l e n t
in  the  case of  com m erc ia l  p r o p e r t i e s .  More r e c e n t l y ,  a 
v a r i a n t  o f  t h i s  u h i c h  is  e x t e n s i v e l y  used in  the r e s i d e n t  
t i a l  as u e l l  as the  commerc ia l  s e c t o r  is  the  p r a c t i c e  o f  
a c c e p t i n g  advance payments e q u i v a l e n t  t o  3 to  12 months^ 
r e n t  r e f u n d a b l e  at the  t ime o f  v a c a t i n g  the p re m is e s .
These p r a c t i c e s  are used to  keep the  reco rded  r e n t a l s  
l o u e r  in  both the  s e c t o r s .

5 .4 .8  B e s id e s  t h i s ,  in  the  uake of i n c r e a s i n g  r e n t s
and a s p u r t  in  the g e n e r a l  p r i c e  l e v e l ,  the o f f i c i a l  t e n ­
ants  of both p r i v a t e  and government houses have found i t  
p r o f i t a b l e  to  s u b l e t  t h e i r  d u e l l i n g s .  A s u r v e y  of houses 
in  some of the c o l o n i e s  f o r  the yea r  1 973 r e v e a l e d  t h a t  
about 80 per  cen t  of the  occupants  in  typp IV q u a r t e r s  in  
Mot i  Bagh a re a  and I ,  I I  and I I I  t yp e s  of  q u a r t e r s  in  
Laxmi B a i  Nagar had r e s o r t e d  to  the p r a c t i c e  of s u b l e t t i n g  
(NBD and R e g io n a l  Housing C en t re  E'SCAP, 1 976 , p. 47) .



5 . 4 .9  The im p e r f e c t i o n s  in  the  r e a l  e s t a t e  market d i s ­
cussed above and the  f a c t  th a t  the  r e p o r t e d  r e n t s  and the 
d i s c l o s e d  v a lu e  of  s a l e s  are g e n e r a l l y  l o u e r  than  what the 
c o n d i t i o n s  in  the  r e a l  e s t a t e  market uould w a r r a n t ,  s i g n i ­
f i c a n t l y  reduce the u t i l i t y  of the  e x e r c i s e  of d e v e lo p in g  
r e n t a l  data f o r  d i f f e r e n t  l o c a l i t i e s .  The im p e r fe c t  ions 
in  t h e  market a l s o  n a t u r a l l y  l e a d  to  a good d e a l  of in ­
d e te rm in a c y  in  • the market  v a lu e  o f  p r o p e r t i e s  and hence 
when assessments  or  rea s se s sm en ts  are made, the Co rpo ra ­
t i o n  is o f t e n  dragged t o  the c o u r t s  by those who c h a l l e n g e  
those  assessm ents .

c . Impact of r e n t  c o n t r o l

5 .4 .1 0  In  s u c c e s s i v e  judgements b eg in n in g  w i t h  the case  
of C o r p o r a t io n  of  C a l c u t t a  v s .  Padmsdev i  and c u lm in a t in g  
w i th  the case of Diwan D a u l a t  R a i  Kapur v s .  Weu D e l h i  
M u n ic ip a l  Committee,  i t  has been l a i d  down by the Supreme 
Cou r t  t h a t ,  in  t a k i n g  the r e n t  at uh ich the p r o p e r t y  might 
r e a s o n a b l y  be expec ted  to  be le t . ,  t.hn s tan d a rd  r e n t  d e t e r ­
m inab le  under the  p r o v i s i o n s  o f  the  re levan t ,  r e n t  a c t  must 
be taken  as the  b a s i s .  T h i s  u i l l  hold i r r e s p e c t i v e  of

\

u h e th e r  the  r en t  has been a c t u a l l y  f i x e d  by the  r e n t  
c o n t r o i l e r  or u h a t  the l a n d lo r d  is  a c t u a l l y  r e c e i v i n g .
These co u r t  d e c i s i o n s  thus have a v e r y  im p o r tan t  b ea r in g  
on the l e v e l  o f  r e n t  at  u h i c h  a o r o p e r t y  is  t a k e n  t «  be 
l e t  f o r  the  purpose of p r o p e r t y  t a x a t i o n  and have le d  the 
r e n t  c o n t r o l  1 aus to e x e r t  a dampening e f f e c t  on the qrowth 
of the  p r o p e r t y  t ax  base.

5.4.11 I t  has been d e f in e d  in  S e c t i o n  6 of the D e l h i  
Rent C o n t r o l  A c t ,  1 958 t h a t  the s t a n d a rd  r e n t  in  r e l a t i o n  
t o  any r e s i d e n t i a l  p rem ises  means where such p rem ises  have



been .Let out at any time? b e fo re  2nd Duns, 1944, the  b a s i c  
r e n t ,  i f  i t  does not exceed Rs 6 00 per annum and the b a s i c  
r e n t  t o g e t h e r  w i th  1n per cen t  of such b a s i c  r e n t ,  i f  i t  
exceeds  Rs 600. Where the  p rem ises  have been l e t  out any 
t ime a f t e r  2nd 3une, 1 944, any r e n t  not ex ceed in g  Rs 1200 
per annum u i l l  be t ak e n  to be thra s t an d a rd  r e n t  and i f  i t  
exceeds  Rs 1200 th e n  the s t an d a rd  r e n t  would be Rs 120C 
p lus  10 per  cent  of such r e n t .  In the case of  no n - ree i-  
de nt i a l  p r o p e r t i e s  where the p rem ises  have been l e t  out 
b e fo re  june  2, 1944, the r a t e  of i n c r e a s e  adopted is  10 
per  cen t  of  the  b a s i c  r e n t  i f  the annuel  r e n t  i s  upto 
Rs 1200 and 15 per  cen t  f o r  r e n t  ex ceed in g  Rs 1200. Where 
the  p rem ises  have been l e t  out on or a f t e r  3une 2, 1 944, 
the  s t a n d a rd  r e n t  would be the b a s i c  r e n t  i f  b a s i c  r e n t  
pe r  annum does not exceed Rs 1 200. I f ,  however ,  the  r e n t  
exceeds  Rs 1200, 1 5 per ce-nt i n c r e a s e  over  the  b a s i c  r e n t  
i s  adopted .

5 .4 .1 2  However, a f t e r  the  commencement of the D e l h i  Rent  
C o n t r o l  A c t ,  f o r  a l l  the p r o p e r t i e s  c o n s t r u c t e d  on or 
a f t e r  9 th  3 u n e , 1 955, i n c l u d i n g  p rem ises  c o n s t r u c t e d  a f t e r  
th e  commencement of t h a t  A c t ,  the  annual  r e n t  agreed upon 
•betueen the  l a n d l o r d  and the  t e n a n t  when such p rem ises  were 
f i r s t  l e t  o u t . s h a l l  be deemed t o  be the  s t a n d a rd  r e n t  fo r  
a »p e r io d  of f i v e  year ' J  ^mm the  da te  of  f i r s t  l e t t i n g  out 
f o r  bo th  r e s i d e n t i a l  and non-res ide nt i a l  p r o o o r t i e s .  In  
a l l  c a se s  which  are not cove red  under the  above p ro p o s i ­
t i o n s ,  the  s t a n d a rd  r e n t  would be c a l c u l a t e d  at 7 .5  per  
cent  of the agg rega te  amount of the  r e a s o n a b le  c o s t  of 
c o n s t r u c t i o n  and the  market p r i c e  of land  compr ised  in  the  
p rem ises  on the d a te  o f  commencement of c o n s t r u c t i o n .  I f  
the  r e n t  s c  c a l c u l a t e d  exceeds Rs 1200 per  annum, then  the 
s t a n d a rd  r e n t  s h a l l  be c a l c u l a t e d  at  the r a t e  of 8 .25 per 
cen t  in the  case of r e s i d e n t i a l  p r o p e r t i e s  and 8-5/8 
per  c e n t  in  the case  o f  o th e r  p r o p e r t i e s .



5 .4 .1 3  S e c t i o n s  7 and 8 of the D e l h i  R^nt C o n t r o l  Act 
orou ids f o r  l a w f u l  i n c r e a s e  in  the s t an d a rd  r e n t  in c e r t a i n  
ca ses  and r e c o v e r y  of c e r t a i n  charges  f o r  any improvement,  
a d d i t i o n  or s t r u c t u r a l  changes .  S e c t i o n  9 (3 ;  of the D e l h i  
Rent C o n t ro l  Act empowers the  Rent  C o n t r o l l e r  t o  f ix  the 
s t an d a rd  r e n t  f o r  the s u b - ln t  p o r t i o n  a l s o .  F u r t h e r ,
S e c t i o n  9 (4 )  s t a t e s  t h a t  i f  f o r  any reason  i t  i s  not 
p o s s i b l e  to  d e te rm in e  the s t an d a rd  ren t  of any p rem ises
on the  p r i n c i p l e s  s t a t e d  above,  the  c o n t r o l l e r  may f i x  
such r e n t  as seems r e a s o n a b le  in  reg a rd  to the s i t u a t i o n ,  
l o c a l i t y  and c o n d i t i o n  o f  the p rem ises  and the  f a c i l i t i e s  
p ro v id ed  in  s i m i l a r  or n e a r l y  s i m i l a r  p rem isps  in  the 
l o c a l i t y  keep ing  in  v ie w  the s t a n d a rd  r e n t  p a y ab le  in  
r e s p e c t  of such p re m is e s .

5 .4 .1 4  A g a in s t  t h i s  background,  i t  i s  p o s s ib l e  to i d e n t i f y  
the p r o v i s i o n s  of the  r e n t  c o n t r o l  1 au u h i c h  have c o n s t r a ­
ined the  g rou th  o f  the  p r o p e r t y  tax  base .  The e f f e c t  of 
r e n t  c o n t r o l  l a u s  s h o u ld ,  h o u eve r ,  be examined s e p a r a t e l y  
f o r  the  p e r io d s  p r e c e d in g  and s u c ce e d in g  the  Supreme Court  
Dudgment of 1980. D u r in g  the p e r io d  o f  r e n t  c o n t r o l  upto 
1980 the  dampening e f f e c t  of the  l a u  on the d e t e r m in a t i o n  
o f  the annual  v a lu e s  cou ld  have a r i s e n  in  tun u a y s .  F i r s t ,  
the  a s s e s s in g  o f f i c e r s  might have unde r- assessed  p ro p e r ­
t i e s  keep ing  co ns c io  n ubl y or o t h e r w i s e ,  in  v i e u  the l o v e l  
o f  c o n t r o l l e d  r e n t s .  S e c o n d l y ,  l a n d l o r d s  f o r  whose 
p r o p e r t i e s  s t a n d a rd  r e n t s  had not been a c tu a l l y -  f i x e d  by 
the  Ren t  C o n t r o l l e r  and who were c h a r g in g  r e n t s  agreed
t o  between them se lves  and the  t e n a n t s ,  uould have been 
r e s t r a i n e d  from i n c r e a s i n g  the r e n t s  f o r  f e a r  of p rovok ing  
the  t e n a n t s  t o  go t o  the Rent  C o n t r o l l e r .  The t o t a l  im pact ,  
h o u e ve r ,  need not. have been v e r y  l a r g e ,  a l though  th e re  is  
no uay  of a r r i v i n g  at  the  magnitude o f  the im pac t .



5 .4 .1 5  Fo r  the p e r io d  f o l l o u i n g  the  Supreme Cpurt  ju d g ­
ment, the imp a r t  of t h i s  l e g i s l a t i o n  has been much- g r e a t e r .  
As the Supreme Court, has c l a r i f i e d ,  even i f  the s tan d a rd  
r e n t  of a b u i l d i n g ,  u h i c h  i s  s i t u a t e d  in  an a r e a  t o  u h ich  
the  r e n t  c o n t r o l  a p p l i e s ,  has not been f i x e d  by the Rent  
C o n t r o l l e r  and the p r e s c r i b e d  p e r io d  of l i m i t a t i o n  f o r  
making an a p p l i c a t i o n  f o r  the f i x a t i o n  o f  the  s t a n d a rd  rent, 
may have e x p i r e d ,  the  ” annual  v a l u e ;l of the b u i l d i n g  u i l l  
be the  s tan d a rd  r e n t  d e t e rm in a b le  under the r e n t  c o n t ro ]  
l a u  ( S h e i l a  Kaush ish  v s .  C IT )  . The 1 980 d e c i s i o n  says  t h a t  
i f  the s t a n d a rd  r e n t  o f  the b u i ld i 'ng  has not been f ix e d
by the Rent C o n t r o l l e r ,  the  a s s e s s in g  a u t h o r i t i e s  uou ld  have 
t o  a r r i v e  a t  t h e i r  oun f i g u r e s  of the s t an d a rd  ren t  by 
a p p l y in g  the  p r i n c i p l e s  l a i d  doun in  the  DRC Act f o r  the 
d e t e r m in a t i o n  of r e n t ,

i .  E f f e c t  of r e n t  c o n t r o l  p r i o r  t o  1980

5.4 .15  As reg a rd s  the e f f e c t  of r e n t  c o n t r o l  p r i o r  t o  1 980, 
i n t e r v i e w s  u i t h  the  assessment  o f f i c e r s  have r e v e a l e d  t h a t  
u h i l e  a s s e s s in g  the  p r o p e r t i e s  t h e y  o f t e n  used the  r e n t a l  
d a t a  deve loped  f o r  t h i s  purpose uh ich  ue re  based on the 
c u r r e n t  r e n t s  in  t h a t  l o c a l i t y .  W h i l e  d e v e lo p in g  the  r e n t a l  
d a t a  i t  i s  q u i t e  l i k e l y  t h a t  the  assessment  i n s p e c t o r s  uou ld  
have taken  i n t o  account  the  s t a n d a rd  r e n t  from the r e n t -  
c o n t r o l l e d  p r o p e r t i e s  in  t h a t  a r e a  or th ey  might have used 
the  r e n t  c o n t r o l  p r i n c i p l e s  f o r  t h e i r  oun c a l c u l a t i o n s  in  
o rder  t o  avo id  p o s s i b l e  o b j e c t i o n s  to  the proposed v a l u a ­
t i o n s .  To suppor t  t h i s  c o n t e n t i o n  one f i n d s  t h a t  a good 
number o f  proposed v a l u a t  ions have been c h a l l e n g e d  u i t h  in  
the  C o r p o r a t i o n  and o u t s id e  in  the  c o u r t s  o f  l a u .  The uhole  
of  the d i s c r e p a n c y  be tueen  the r e n t a l  d a t a  and th e  market 
r e n t s ,  h o u e ve r ,  cannot  be a t t r i b u t e d  to r e n t  c o n t r o l  because 
o th e r  im p e r f e c t i o n s  uould have a l so  c o n t r i b u t e d  to  t h e  
d e p r e s s io n  in  the de te rm ined  r e n t s .



5 .4 .1 7  I n f o r m a t io n  made a v a i l a b l e  to us by the assessment 
department  f o r  the  y e a r  1979-80 i n d i c a t e s  t h a t  th e re  were 
1000 cases  of g e n e r a l  o b j e c t i o n s  under S e c t i o n  124 o f  the 
QPC Act and about 61,811 cases  under  S e c t i o n  126 (T ab le  2 ) . 
Court  cases t o t a l l e d  1100 in  19 79*-8C in t ho M CD^ .d  194£ 
in  ND^C (T a b le  \ l. 3) . Thus ,  i t  i s  found t h a t  the  proposed 
v a l u a t i o n s  have been c h a l l e n g e d  from t ime t o  t ime under 
d i f f e r e n t  S e c t i o n s  o f  the  A c t .  ^ore i m p o r t a n t l y ,  the 
asse s see s  have been ab le  to  o b t a in  r e d u c t i o n  on the  b as is  
of  t h e i r  o b j e c t i o n s  in a l l  the t h r e e  m u n ic ip a l  j u r i s d i c t i o n s  
in  the Union T e r r i t o r y  o f  D e l h i  ( T a b le s  V . 4 and U . 5 ) ,

5 .4 ,1 0  A l though th e  e x i s t e n c e  o f  the  r en t  c o n t r o l  1 au i s  
l i k e l y  t o  have i n f l u e n c e d  the assessment i n s p e c t o r s ,  i t s  
e f f i c a c y  as a d e t e r r e n t  a g a in s t  any r i s e  in  the  l e v e l  of 
r e n t  uou ld  have depended on i t s  cove rage  and the  e x t e n t  
of r e d u c t i o n  ordered  by the  Rent  C o n t r o l l e r ,  On the b a s is  
of the i n f o r m a t io n  c o l l e c t e d  from the O f f i c e  o f  the  Ren t  
C o n t r o i l e r  , D e l h i ,  i t  may be p o in te d  out t h a t  the t o t a l  
number of f a i r  r e n t  cases  c o n s t i t u t e d  h a r d l y  3 per  c e n t  of  
the  number o f  ca ses  f i l e d  u i t h  t h e  Rent O f f i c e .  Qu ite  in  
c o n t r a s t  to  our e x p e c t a t i o n ,  the number o f  such cases has 
gone down over  t im e  (T a b le  \ l.  6 ) ,  F u r t h e r ,  the  f i g u r e s  
r e p o r t e d  in  column 4 would i n d i c a t e  t h a t  on ly  a f e u  dozen 
cases  have been a c t u a l l y  heard because a s i z e a b l e  number 
of f a i r  r e n t  ca ses  have been u i t h d r a u n .  T h u s ,  the  r e n t  
f i x a t i o n  has t ak e n  p l a c e  in  o n ly  a s m a l l  number of  c a s e s ,

5 ,4 .1 9  The e x t e n t  o f  r e d u c t io n  o rdered  by the Rent  
C o n t r o l l e r  has v a r i e d  betueen 15 p e r  c e n t  and 94 p e r  cent 
in  the  case of r e s i d e n t i a l  p r o p e r t i e s  and between 19 
per cen t  and 77 per  c e n t  in  the case of commercia l  pro­
p e r t i e s  d u r in g  1978-82 (T a b le  U . 7 ) .  A lthough th e r e  is  no 
t r e n d  o f  i n c r e a s e  or d e c l i n e  in  the  e x t e n t  o f  r e d u c t i o n ,



P a r t ic u la r s  Regard ing O b jections F i le d  Against 
R e v a lu a t io n  u/s 12.6 of MOD Act 1957 

(M u n ic ip a l C o rp o ra tio n  of D e lh i )

Y e  e x

Percentage 
of cases 
of which 
bee a me 
f i n a l  w ith ­
out any 
o b je c tio n *

Gases 
pending 
at. the 
beg inn ing  
o f the 
ye a r

O b jec tio n  
cases 
f i l e d  
d u rin g  the 
ye ar

Number of O b jections 
o b je c t io n  d isposed of 
cases during  
pending the -year 
f o r  f i n a l  
d isp o sa l

Cases 
c o l .  5 
were 
C o n fir  
med

out of 
which

- Modi­
f ie d

Cases
pending at 
the end of 
the yea r

(1 ) (2 ) (3 ) (4 ) (5 ) (6 ) (7 ) (8 )

1979-80 10.00 61811 71241 133052 54327 2716 51611 78725

1 980-81 10.00 78725 47231 125956 45862 2293 43569 80094

1981-82 10.00 80094 20101 100195 17849 892 16957 82346
1982-83 10.00 82346 20614 102960 17683 884 16799 85277
1983-84 10.00 85277 15636 100913 2655 133 2522 98258

* approximate So u rce ; O ff ic e  of th e  M u n ic ip a l C o rpo ratio n  o f
D e lh i



TABIiE V.3

Statem ent Showing D e ta ils  of Court Gases 
(New D e lh i M un ic ipa l Committee )

Year
Percen- 
t  age of 
cases 
which 
became 
f i n a l  
w ithou t 
ob jec­
t io n

Cases 
pending 
at the 
beg inn­
ing 
of the 
yea r

Cases 
f i l e d  
during  
the 
ye ar

Cases 
disposed 
of " 
d ur ing  
the  
y e a r

Balance

(1 ) (2 ) (3 ) (4 ) (5 )

1970-71 _ _ — —

1971-72 91 - - - -

1972-73 82 1500 125 209 1416
1973-74 83 1416 447 337 1526
1974-75 88 1526 287 156 1657
1975-76 83 1657 455 296 1816
1976-77 94 1816 639 585 1870
1977-78 95 1870 432 134 2168
1978-79 96 2168 396 615 1949
1979-80 93 1949 313 656 1606
1980-81 96 1606 854 650 1810
1981-82 95 1810 610 352 2068
1982-83 83 774 311 2531 2531

So urce : O ff ic e  o f the D ire c to r ,  
Commercial and Taxation , 
NDMC.



Ex ten t o f Reduction  obtained on Hearing O b jections 
(M u n ic ip a l C o rp o ra tio n  of D e lh i )  

_____________________________________________ _̂_________________ (Rs thousand)

Zone

R e s id e n t ia l Commercial
Proposed
ra te a b le
va luo

Decided
ra te a b le
va lu e

Pe rcen t
re d u c t io n

Proposed
ra te a b le
va lu e

Decided
ra tea b le
va lu e

Pe rcen t
re d u c t io n

( l T “ 1 2 ) (3 ) (4 ) (5 ) (6 )

West 3.87 3.56 8.24 444710 307540 30.84
K a ro l Bagh 3.29 2.85 13.41 853913 401080 53.03
N a ja f Garh 15920 14270 10.36 1260 1260 -

Pahargan j 62280 55150 11.45 11710 10230 12.64
C i v i l  L ines 201528 185970 7.72 371840 358180 3.67
New D e lh i 738785 620749 15.98 227454 173480 23.73
South 664039 576098 13.24 1351454 1349720 0.13
C ity 32527 28210 13.27 19040 18610 2.26
Shahdara 201790 190870 5.41 26530 25770 3.05
N are la 38010 34370 9.58 14380 14380 -  .

T o ta l 2671249 2346012 12.18 3322341 2660250 19.93

Sources Su rvey  of s e le c te d  p ro p e r t ie s  
by N IP IP  Team (1983)
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TjffiEE V .5

Extent. of Re duct i  on Obtained ion Hearing O bjections

( Rs lakh  )

Year
Number of 
objection. Rateab le  va lu e
case d e c i ­
ded

P rev io u s Proposed F in a lis e d

(1 ) (2 ) (3 ) (4 )

New D e lh i Munic ip a l Committee

1972-73 1572 73.60 252.00 241.17

1982-83 1264 59.84 140.51 121.48

D e lh i 'Cant eminent Board

1971-74 48 6.43 9.15 8.96

1974-77 54 8.96 10.12 9.83

1977-80 86 9.83 17.23 15.11

1980-83 114 15.11 20.83 19,73

Sources O ffice s  of NDMC 
and DCB



Year

1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982

- 64 - 

TABLE 7 . 6

T o ta l Number of Cases F i le d  w ith  the Rent C o n tro ile r  
in  D e lh i and P ro p o rtio n  of Gases R e la t in g  to  P a i r  Rent

(1970 to  1982)

T o ta l 
number 
of cases 
f i l e d  
w ith  the 
Eent Con­
t r o l l e r

Oases out of 
C o l. 1 in v o lv in g  ren t 

f ix a t io n
Number P ro p o rtio n  

(C o l. 2 as 
per cent 
of C o l. 1 )

Cases a c tu a l ly  
he ard

Kumber P ro p o rt io n  
(C o l. 4 as 
per cent 
of C o l. 2 )

( 1 ) ( 2 ) ( 3 ) ( 4 ) (5 )

11636 994 8.54 152 15.29
13680 1131 8.27 94 8.31
14794 1110 7.50 108 9.73
15665 992 6.33 116 11.69
15842 853 5.38 90 10.55
16999 836 4.92 94 11.24
19784 798 4.03 7 6 9 .5 ?
20758 714 3.44 85 11.90
20117 674 3.35 45 6.68
20209 671 3.32 59 8.79
19427 681 3.51 35 5.14
21535 674 3.13 26 3.86
22792 697 3.06 18 2.58

Sources In fo rm atio n  c o lle c te d  
from  the o f f ic e  of the 
Rent C o n tro l le r ,  D e lh i .



the  magnitude of r e d u c t i o n  i s  found t o  be s i g n i f i c a n t .  
N e v e r t h e l e s s ,  the o p e r a t i o n  of the r c nt c o n t r o l  on a v e r y  
s m a l l  s c a l e  in  D e l h i  cou ld  not have g en e ra ted  any s i z e ­
ab le  impact on the l e v e l  of r e n t s  exeunt  f o r  old l o c a l i t i e s .

i i . E f f e c t  gf r e n t  c o n t r o l  1 980 and a f t e r

5 .4 .2 0  A f t e r  the Supremo Court  judgment ,  the e f f e c t  of 
the  r e n t  c o n t r o l  l a u  seems to have been' more p e r v a s i v e .  Nou 
the  p r o p e r t i e s  can be c l a s s i f i e d  under th rep  c a t e g o r i e s :
( i )  old p r o p e r t i e s  on u h ich  t h e r e  i s  a f r e e z e  on r e n t s ,  ( i i )  
those  uh ich  are cove red  by r en t  c o n t r o l  h o l i d a y ,  i . e . ,  . 
f r e e  from r e n t  c o n t r o l  f o r  f i v e  y e a r s  from the d a te  of f i r s t  
l e t t i n g ,  and ( i i i )  neu p r o p e r t i e s  on u h ich  the s t a n d a rd  r e n t  
i s  charged a f t e r  t h e  r en t  c o n t r o l  h o l i d a y .  T h u s ,  excep t  
f o r  neu c o n s t r u c t i o n s  where the  r e n t  h o l i d a y  is  a p p l i c a b l e ,  
the  r e n t s  are v i r t u a l l y  f r o z e n  f o r  p ro p e r t y  tax  pu rp oses ,  
a l though  the DRC Act p r o v id e s  f o r  some enhancement o f  the 
r e n t s  in  o rde r  t o  t a k e  c a re  of  the  cos t  of r e p a i r  and 
m a in te n a n ce .

5 .4 .21 As the  r e n t  c p n t r o l  lau- d e f i n e s  t h e  house va lue  
t o  be e q u i v a l e n t  t o  the  va lu e  of  in ve s tm en t  co m p r i s in g  
c o n s t r u c t i o n  c o s t  and lan d  v a lu e  at the  t ime o f  commence­
ment of c o n s t r u c t i o n ,  s i m i l a r  s t r u c t u r e s  coming up at 
d i f f e r e n t  p o in t s  of t ime uould be va lued  d i f  f e r e n t  l y ,  f  o i l  ou- 
ing the  b u i l d i n g  co s t  method. The e x t e n t  of v a r i a t i o n  in  
the  house v a lu e s  of  s i m i l a r  s t r u c t  ures uou ld  depend on 
e s c a l a t i o n  in  land  v a lu e s  and in  the  p r i c e s  o f  b u i l d in g  
m a t e r i a l s .  S i n c e  the  r e n t  c o n t r o l  l a u s  do not a l l o u  the 
r e v a l u a t i o n  of p r o p e r t i e s ,  the cost, and land  p r i c e  d i f f e r ­
e n t i a l s  uou ld  grou over  t ime as be tueen  old and n e u ly



TABLE V .7
Average L e v e l of Rent Befo re  and A fte r  F ix a t io n  of 

Standard Rent (R e s id e n t ia l  and Com mercial) 
(1978 to  1982)

( Rs per sq . f t . )
R e s id e n t ia l Commercial

Year

Average 
' le v e 1 of 
re n t per 
month in  
cases 
f i l e d  
w ith  Rent 
C o n tro lle r

Average 
le v e l  of 
re n t per 
month 
a f t e r  f i x ­
a t io n  of 
s t  and ard 
ren t

P e r
cent
redu ­
c t io n

Average 
le v e l  of 
re n t por 
month in  
cases 
f i l e d  
w ith  Rent 
C o n tro lle r

Average 
le v e l  of 
re n t  per 
month 
a f t e r  
f ix a t io n  
of stand ­
ard re n t

P e r
cen t
redu-
c t io i

(1 ) (2 ) (3 ) (4 ) (5 ) (6 )

1978 0.51 0.28 54.90 0.93 0.72 77.42

1979 0.47 0.44 93.62 0.04 0.03 75.00

1981 0.91 0.14 15.38 0.62 0.33 53.23

1982 0.40 0.31 77.50 3.42 0.64 18.71

Sources In fo rm atio n  c o lle c te d  
from  th e  O ff ic e  of the  
Rent C o n tro l le r ,  D e lh i



c o n s t r u c t e d  p r o p e r t i e s  and the d i f f e r e n t -  assessment v a lu e s  
f o r  s i m i l a r  s t r u c t u r e s  uou ld  be p e rpe tu  a t e d . Thus ,  the 
b u i l d i n g  cos t  method as p o s tu l a t e d  by the Rent  Act uould 
systsm.at i c a l l y  l e a d  to under-asses  sms nt  of old p r o o e r t i e s ,  
the degree  of u n d e r- v r ]  u at ion  i n c r e a s i n g  u i t h  the  age of  
the  b u i l d i n g .  The p resence  of such u nd er- v a lu  at ion  is 
f u r t h e r  s u b s t a n t i a t e d  by the f a c t  t h a t  i f  s i m i l a r  s t r u c t u r e s  
arc  thrown in the r e n t a l  market to e a rn  r e n t ,  the  annual  
r e n t a l s  uould not va ry  s i g n i f i c a n t l y .  The v a r i a t i o n s  in 
the  annual r e n t a l s ,  i f  any ,  cou ld  ar isn  in  such cases  
m a in ly  due to the d i f f e r e n c e s  in the q u a l i t y  of housing 
and l o c a t i o n a l  a t t r i b u t e s ,

5 .4 .2 2  The above a n a l y s i s  d em o n s t ra te s  t h a t  r e n t  c o n t r o l  
l e g i s l a t i o n  ac ts  to deo ress  the  v a l u a t i o n  of old p ro p e r ­
t i e s  f o r  the purposes  of p r o o e r t y  t a x a t i o n .  Nou t h a t  not 
l e s s  than  50 per c e n t  of the  t o t a l  housing s t o c k  in  D e l h i  
is  more than  20 y e a r s  old (NBO, 1981 ) ,  the  d e p re s s in g  impact  
of  the  Ren t  Act cannot  be c o n s id e r e d  meagre. In  r e s p e c t  of  
neu p r o p e r t i e s ,  a f t e r  the p e r io d  of  r e n t  c o n t r o l  h o l i d a y ,  
rea s se s sm en ts  may be n e c e s s i t a t e d .  T h i s  uou ld  l e a d  to 
r e d u c t i o n  in  t h e i r  r a t e a b l e  v a lu e s  because o f  ad o p t io n  of 
the  co s t  method. I t  i s  r e v e a l i n g  t h a t  u h e re v e r  the  asse ss ­
ment department  has not l o u e r e d  th e  assessment i n  response  
to  the Supreme C o u r t  d e c i s i o n ,  the  asse s see s  have moved 
the co u r t s  to o b t a in  r e d u c t io n  in  r a t e a b l e  v a l u e s .  Although 
the  depa r tm en t  has been r a i s i n g  the tax  demand, i t  has been 
s t a y e d  by the c o u r t s  from t ime to  t im e .  The amount of 
demand s t a y e d  by the c o u r t s  has in c r e a s e d  r a p i d l y  from 
Rs 1 .6 0 c ro re  in  1979-80 to  Rs 16.63 c r e r e  in 1983-84.



5. Trends in R a t e a b l e  V a lu e

a. G routh

5 .5 .1  The g rou th  r a t e s  of  r a t e a b l e  v a lu e s  are g i v e n  in 
T a b le  V .8 .  For  th e  p e r io d  1970-82, a l though  t o t a l  r a t e ­
ab le  v a lu e  i n c r e a s e d  at an annua l  compound r a t e  o f  13.48 
per  c e n t ,  the ave rage  r a t e a b l e  v a lu e  e x p e r ie n ce d  a g rou th  
r a t e  of on ly  about 8 per  c e n t .  T h i s  means th a t  in  r e a l  
te rms i t  has not i n c r e a s e d .  The s i t u a t i o n  i s  more d i s ­
co u rag in g  in  ND^C a re a s  uhere the average  r a t e a b l e  v a lu e  
of p r i v a t e  p r o p e r t i e s  in c r e a s e d  by on ly  5.75 p e r  c e n t .
When government p r o p e r t i e s ,  u h i ch  c o n s t i t u t e  about 85
per c e n t  of the t o t a l  p r o p e r t i e s  in  MD^C, are in c lu d e d  
f o r  computing th e  g ro u th  r a t e ,  a r a t e  of i n c r e a s e  of 7^63 
per c e n t  i s  o b t a in e d .  Thus the  average  v a lu e  o f  p r i v a t e  
p r o p e r t i e s  in  NDMC a re a  has not groun p r o p o r t i o n a t e l y  u i t h  
the  growth of the v a lu e  o f  governmsnt-owned p r o p e r t i e s .

5 .5 .2  W h i l e  the  g rowth  o f  the r a t e a b l e  v a l u e s  in  the NDMC 
and MCD i n d i c a t e s  t h a t  seme r e a ssessm en t  of  o ld  p r o p e r t i e s  
may be o c c u r r i n g  and t h a t  n e u ly  c o n s t r u c t e d  h i g h e r  v a lu e  
p r o p e r t i e s  have been added to  the  assessment l i s t ,  th e  g rou th  
t r e n d  i s  c o n s i d e r a b l y  l e s s  than  uha t  i s  w a r ran ted  or expec ted  
w i t h  the  sha rp  i n c r e a s e s  in  p r i c e s .  For  exam ple ,  d u r in g  
1970-82, the  co s t  of c o n s t r u c t i o n  rose  at an annua l  compound 
r a t e  of 12.35 per c e n t  (T a b le  V . 9) . Th e re  has a l s o  been a 
phenomenal r i s e  in  land  p r i c e s .  A r e c e n t  s tud y  o f  lan d  p r i ­
ces in  D e l h i  has shown t h a t  d u r in g  1 970-81 , the  p r i c e  o f  
l and  has gone up by about 10 t im es  ( S h a f i ,  S .  Syed and D u t t a ,  
S . S . ,  1981 ) .  W i t h i n  o n ly  a short p e r io d  of two y e a r s ,  v i z . ,  
1980-82, l a n d  p r i c e s  have sho t  up by about t h r e e  t im e s  in  
p r a c t i c a l l y  a l l  the  c o l o n i e s .  The consumer p r i c e  index f o r  
i n d u s t r i a l  workers  i n c r e a s e d  d u r in g  1 970-82 at the  r a t e  of



T-IBIE V .8  

Growth Rate of Rateab le  Value

(P---

M un ic ipa l
Corporation/
Bodies

RV RV* r v k RVH*

( D (2 ) (3 ) (4 )

D e lh i
MCD 13.48

(13 .66 )
5.61

(6 .2 3 )
7.77

(8 .0 8 )
0.30

(1 .0 1 )
NDMC 9.59

(10 .91 )
1.98

(3 .2 1 )
7.63

(5 .7 5 )
0.16

(-1 .5 7 )
DCB 18.35 13.12 16.21 11.05

C a lcu tta 4.63 -1.63 3.80 -2.25
Bombay 7.72 1.54 6.97 0.09
Madras 9.34 0.67 6.62 -1.83
Ahmedabad 5.91 1.00 - -

Bangalore 13.34 6.04 7.03 0.12

N ot e : F igu re  s in  p arent he s e s
fo r  p r iv a te  p ro p e rtie s

RV = R ateab le  Value
RV* =s RV (Const ant P r ic e s )
RVH = P e r ho ld ing  RV
RVH*= P e r  ho ld ing  RV

(Constant P r ic e s )
P e rio d s  D e lh i (MOD) 1970-71 to  

1981-82 fo r  p r iv a te  
p ro p e r t ie s , 1967-68 to  
1981-82.

NDM5 - 1970-71 to  1981-82
DCB - 1975-76 to  1980-81

Source s (1 ) For D e lh i,  
Computed.

(2 )  For other
C orpo ratio ns, 
N IPEP (1981), 
p. 26.



8.32 per c e n t  per annum. One f i n d s  t h a t  the  i n c r e a s e  in  
land  p r i c e s  has borne no r e l a t i o n s h i p  w ha tso eve r  w i th  the  
t r e n d s  in  a l l  t h ese  r e l e v a n t  p r i c e s .

5 .5 .3  Acco rd ing  t o  a s tudy  by NCAER (1 9 5 7 ) ,  l an d  v a lu e s  
farmed ab'aut 25 per  cent  of the t o t a l  p r o p e r t y  v a lu e s  in  
D e l h i .  S i n c e  t h e r e  has been a sudden s p u r t  in  lan d  p r i c e s  
a f t e r  1 970 , and c o n s t r u c t i o n  c o s t s  have not r i s e n  to the  
same extent , ,  the sh a re  o f  land v a lu e s  in th e  t o t a l  pro- . 
p e r t y  v a lu e s  would have i n c r e a s e d  c o n s i d e r a b l y .  As the  
r a t e a b l e  va lu e  co m oar ises  a f r a c t i o n  o f  the  v a lu e  o f  lan d  
and the c o s t  of  c o n s t r u c t i o n ,  and as the  fo rm er  greu 
f a s t e r  than  the  l a t t e r ,  i t s  growth shou ld  have been g r e a ­
t e r . t h a n  the  r a t e  o f  growth  of c o n s t r u c t i o n  c o s t s .  But  
r a t e a b l e  v a lu e s  have lagged  behind the  e s c a l a t i o n  in  
c o n s t r u c t i o n  c o s t s .

b . D i s t r i b u t i o n  of r a t e a b l e  v a lu e

5 . 5 . 4  B e s id e s  the u n s a t i s f a c t o r y  growth o f  r a t e a b l e  
v a l u e s ,  t h e i r  d i s t r i b u t i o n  a c c o r d in g  t o  v a l u a t i o n  ranges  
has r e v e a l e d  a d i s t u r b i n g  t r e n d .  The h ig h e s t  v a lu ed  
r e s i d e n t i a l  p r o p e r t i e s ,  i . e . ,  those  w i th  r a t e a b l e  v a lu e  
g r e a t e r  than  Rs 25 ,000 ,  c o n t r i b u t e d  p r o p e r t i o n a t e l y  l e s s  
t o  the t o t a l  r a t e a b l e  va lu e  in  1 981-82 th an  in  1975-76 
(T a b le  V . 1 o ) .  T h i s  is  in  s p i t e  of the f a c t  t h a t  the  number 
of such p r o p e r t i e s  has i n c r e a s e d  by about 2.38 t im es  d u r in g  
t h a t  p e r io d  whereas  t h e  number of p r o p e r t i e s  of l e s s e r  
v a l u e s  in c r e a s e d  on ly  by about 1 .33 t im e s .  In  the  case o f  
non-res id e n t  i a l  p r o p e r t i e s ,  the  r e l a t i v e  c o n t r i b u t i o n  of 
the  h i g h e s t  v a lu ed  p r o p e r t i e s  r o u g h l y  doubled from 25 per 
cen t  of the  to ta l ,  t o  50 per  cen t  over  t h e  p e r io d  1975-82 
( T a b le  V . 1 1 ) .  But t h e i r  r e l a t i v e  sh a re  in  t o t a l  r a t e a b l e  
v a lu e  remained unchanged betueen 1977-78 and 1981-82.



TABLE V .9  

In d ic a t  ora of P ro p e rty  Value

Year

P e r  ho ld ing  Index of 
ra te a b le  v a lu e  (Rs) land p r i-  

MOi) NDMC ces ( r e s i ­
d e n t ia l )  

(1960=100)

Index of 
co s t of 
co n s tru c ­
t io n
(1970=100)

P r ic e  Index 
B u iId  ing  B u iId in g  
m a te r ia ls  lab o u r 1 
(1950=100) (1950=100)

CPIN
In d u s t r i ­
a l  workers 
(1960-61 = 

100)

(1 ) (2 ) (3 ) (4 ) (5 ) (6 ) (7 )

1970-71 1336 3412 300 100 — — 195
1971-72 1421 3433 500 120 - - 209
1972-73 1585 3944 - 134 - 218
1973-74 1678 3516 - , 152- - ■ - - 250
1974-75 1786 5758 - 172 321.24 333.95 324
1975-76 1868 6269 - 179 357.01 352.25 336
1976-77 1907 6154 - 180 391.66 376.48 326
1977-78 2225 6532 — 189 408.81 399.56 354
1978-79 2400 6418 - 209 441.05 421.53 365
1979-80 2603 7021 2500 234 536.81 439.42 382
1980-81 2840 6872 - 317 614.81 539.68 416
1981-82 - 6670 5500 360 - -■ 462
Grovrth ra te 8.08 7.63 30.27 12.35 11.43 8.32 8.32

So u rces ! (1 )  Co lum s (1 )  and (2 )  Computed
(2 )  C o lu m  (3 )  S h a f i  and D u tta (1 9 8 1 )
(3 )  Colunus (4 ) ,  (5 ) ,  (6 )  and ( 7 ) :

NBO (1 9 8 1 )



5 . 5 .5  Another  f e a t u r e  of  the d i s t r i b u t i o n  of r a t e a b l e  
v a l u e s  i s  t h a t  in  both the cases  the  o v e r a l l  d i s t r i b u t i o n  
has not  shoun any a p p r e c i a b l e  change between th e  y e a r s  
1977-78 and 1 981-82. T h i s  f e a t u r e  can be i n t e r p r e t e d  to  
mean t h a t  d e s p i t e  the  g e n e r a l  e s c a l a t i o n ,  in  the  r e n t s ,  
th e  r a t e a b l e  v a lu e s  have remained in  t h e i r  e a r l i e r  s l a b s .
In  o th e r  words,  c r o s s i n g  over  of  the  p r o p e r t i e s  from 
lo w e r  s l a b s  to  h ig h e r  s l a b s ,  wh ich  i s  one of the conse ­
quences of g e n e r a l  i n f l a t i o n a r y  c ond i t  ions , h as not  been 
observed  in  the asse s sm e n ts .  Th u s ,  w h a te v e r  i n c r e a s e s  
Have t a k e n  p l a c e  in  the  t o t a l  r a t e a b l e  v a l u e s ,  t h e y  can be 
a s c r ib e d  m a in ly ,  t o  new asse s sm e n ts .  A s u r v e y  o f  719 pro ­
p e r t i e s  in  1982-83 in  the P1CD a r e a  has r e v e a l e d  t h a t  o f  
the  t o t a l  i n c r e a s e  in  the r a t e a b l e  v a l u e s ,  r o u g h ly  64 per  
cen t  was due to  th e  assessment of new c o n s t r u c t i o n s  (T a b le  
V . 1 2 ) .  T h is  was f o l l o w e d  by a d d i t i o n s  (25 p e r  G e n t ) .  The 
r i s e  in  r e n t s  wh ich  i s  n o rm a l l y  supposed to  be one o f  t h e  
major d e t e rm in a n t s  of assessment v a l u e s  has c o n t r i b u t e d  
on ly  10 per  c e n t .

5 .5 .6  The l a s t  bu t  not the l e a s t  im p o r t a n t  f e a t u r e  of  
the  r a t e a b l e  v a lu e  d i s t r i b u t i o n  is  t h a t  in  MCD about 95 
per  c e n t  of r e s i d e n t i a l  p r o p e r t i e s  have r a t e a b l e  v a l u e s  
of l e s s  th a n  Rs 10 ,000 ,  c o n s t i t u t i n g  about 70 per  cen t  
o f  the t o t a l  r a t e a b l e  v a lu e  o f  r e s  iden t  i a l  p r o p e r t  i e s .
In  the  non-res ide nt i a l  c a t e g o r y ,  r o u g h ly  83 per  c e n t  o f  
the  p r o p e r t i e s  were v a lu ed  r t  l e s s  than  Rs 10 ,000 ,  and 
t h e y  c o n t r i b u t e d  to  the  r a t e a b l e  v a lu e  o f  commerc ia l  
p r o p e r t i e s  o n ly  t o  the e x t e n t  of  28 per  c e n t .  T h i s  shous 
t h a t  the  major  c o n t r i b u t i o n  in  thp non-res id e n t  i a l  c a t e g o r y  
has come- from the h ig h e r  v a lued  p r o p e r t i e s .  In  t h e  NOPTC 
a r e a ,w h e re a s  th e  m a jo r  p r o p o r t i o n  has compr ised  low va lu ed  
p r i v a t e  p r o p e r t i e s ,  the  r e l a t i v e  c o n t r i b u t i o n  of- high 
v a lu ed  p r o p e r t i e s  c o n s t i t u t e d  the major p a r t  o f  r a t e a b l e  
v a lu e  ( T a b le  V . 1 3 ) .



TABLE V.10 .
Humber of R e s id e n t ia l  P ro p e r t ie s  and R a teab le  Value in  the

M u n ic ip a l C o rp o ra tion  of D e lh i 
(P r iv a te  P ro p e r t ie s )

S labs of Number Rato ab le va lu e (Rs la k h )
Rateab le  Value 
(Rupees)

1975-76 1977-78 1981-82 1975-76 1977-78 1981-82

Upto 1000 172681
(63 .76 )

193430
(6 0 .3 5 )

177098
(47 .36 )

731
(15 .89 )

810
(13 .29 )

787
(8 .8 2 )

1001 -2000 43636
(16 .11 )

52836
(1 6 .4 9 )

59841
(16 .00 )

566
(1 2 .3 0 )

720 
(11.81 )

842
(9 .4 4 )

2001-5000 32513
(12 .00 )

45198
(14 .10 )

79706
(2 1 .3 1 )

963
(2 0 .9 3 )

1370
(2 2 .4 8 )

2253
(2 5 .2 6 )

5001-10000 15667
(5 .7 8 )

19009
(5 .9 3 )

35201
(9 .4 1 )

916
(1 9 .9 1 )

1498
(2 4 .5 8 )

2270
(2 5 .4 5 )

10001-15000 3318
(1 .2 3 )

5619
(1 .7 5 )

11145
(2 .9 8 )

474
(1 0 .3 0 )

674
(1 1 .0 6 )

1061
(1 1 .8 9 )

15001-20000 1399
(0 .5 2 )

2113
(0 .6 6 )

5404
(1 .4 5 )

247 
( 5 .3 7 )

335 
( 5 .50 )

559 
( 6 .2 7 )

20001-25000 559 
(0 .2 1 )

652
(0 .2 0 )

3060
(0 .8 2 )

134 
( 2.91 )

202 
( 3 .3 1 )

384 
( 4 .3 0 )

25001 and above 1056
(0 .3 9 )

1649
(0 .51 ),

2515
(0 .6 7 )

569
(1 2 .3 7 )

486 
( 7 .9 7 )

765 
( 8 .5 8 )

T o ta l 270829
(100 .00 )

320506
(100.00)

373970
(100.00)

4600
(100 .00 )

6095
(100 .00 )

8921
(100 .00 )

Fo te  s F ig u re s  in  parentheses are So u rce : M u n ic ip a l C o rp o ra tio n  of D e lh i
percentages of tc r ta l



Number of Commercial P ro p e r t ie s  and R a teab le  V a lue  in  the
Municipal Corporation of Delhi 

( Private Properties )

S lab s  of Number
1

Rateab le  Value (Rs la k h )
R a teab le  Value 
(Rupees)

1975-76 1977-78 1981-82 1975-76 1977-78 1981-82

Upto 2000 50852
(7 9 .0 0 )

29737
(61 .56 )

42666
(5 5 .8 1 )

282
(18 .43 )

236
(9 .8 9 )

426
(7 .6 2 )

2001-5000 6159 
( 9 .57 )

11102
(22 .98 )

14095
(18 .44 )

211
(13 .79 )

326
(13 .66 )

520
(9 .3 1 )

5001-10000 3268 
( 5 .08 )

3656 
(. 7 .5 7 )

8374
(1 0 .9 5 )

275
(17 .97 )

259
(10 .85 )

651
(1 1 .6 5 )

10001-15000 2189 
( 3 .4 0 )

1600 
( 3 .31 )

4218 
( 5 .52 )

192
(1 2 .5 5 )

1C7 
( 7 .8 4 )

463 
( 8 .2 9 )

15001-20000 755 
( 1 .17 )

664 
( 1 .37 )

2586 
( 3 .38 )

124 
( 8 .1 0 )

112 
( 4 .69 )

396
( 7 . 0 9 )

20001-2500Q 293 
( 0 .4 6 )

332 
( 0 .6 9 )

1957 
( 2 .56 )

66
( 4 . 3 1 )

77
; ( 3 .2 3 )

360
(-6 .4 4 )

25001 and above 856 
( 1 .3 3 )

1217 
( 2 .5 2 )

2553 
( 3 .34 )

380
(24 .84 )

1189 - 
(49 .83 )

2773
(49 .62 )

T o ta l 64372
(100 .00 )

48308
(100 .00 )

76449
(100.00)

1530
(100 .00 )

2386
(100.00)

5588
(100.00)

N ote : F igu res  in  parentheses are So u rce : M u n ic ip a l C o rp o ra tio n  of D e lh i
percentage of t o t a l
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Components of Rateab le  Value C-rowth

Source Fumber - of In crease  in P e r  cent
ho ld ings ra te a b le  

va lu e  m!s )
of t o t a l

(1 ) (2 ) (3 )

New C o n stru ctio n 128 13,69,503 64.10

.Additions 385 5,35,432 25.06

R ise  in  re n t 178 2,23,905 10.48

M isce llaneous 27 7,714 0.36

Sources A Su rvey o f Se lec ted  
Holdings bv N IPFP  
team (1983).



c . U n d e r v a l u a t i o n  of n rope r  t i p s

5 .5 .7  The a n a l y s i s  in  the  p r e c e d in g  s e c t i o n s  has amply 
dem onstra ted  t h a t  the growth and d i s t r i b u t i o n  o f  a s s e s s ­
ments have not f o l l o w e d  the market  t r e n d s .  I t  has been 
emphasised e a r l i e r  t h a t  an ave rage  per fo rm ance  of the tax  
sys tem  ( w i t h  moderate r- ' te s )  t o g e t h e r  w i th  an adequate 
(une roded )  tax  base would be' ab le  to  g en e ra te  b e t t e r  
r e s u l t s  in  terms of revenue y i e l d  than w i t h  high r a t e s  
and an eroded base .  The q u e s t io n  of adequacy o f  the  tax 
base thus  assumes s p e c i a l  s i g n i f i c a n c e .  I t  has been noted 
t h a t  the r a t e a b l e  v a lu e  pe r  h o ld in g  i s  e x t r e m e l y  low in 
D e l h i  (wCD),  a c t u a l l y  th e  l o w e s t  among the  major m u n ic ip a l  
c o r p o r a t i o n s  ( T a b le  V . 1 4 ) .  Thus at l e a s t  on a p r i o r i  
g rou nds ,  i t  can be s a i d  t h a t  the  r a t e a b l e  v a lu e  base in  
D e l h i  i s  h i g h l y  eroded and f a r  from adequate .  Adequacy 
of- the r a t e a b l e  v a l u e s ,  however ,  shou ld  be judged w i th  
r e f e r e n c e  t o  some p o t e n t i a l  base .  The l a t t e r  can be 
approx imated  in  the  co n te x t  of p r o p e r t y  t a x a t i o n  e i t h e r
by t h e  agg rega te  r e n t a l  v a lu e s  of p r o p e r t i e s  a ssessed  a t  
the  market r e n t s  nr  by the  agg rega te  c a p i t a l  v a lu e s  ob­
t a i n e d  as a sum o f  c u r r e n t  lan d  v a lu e s  a n d  c o n s t r u c t i o n  
c o s t s  or by t h e i r  s a l e s  v a l u e s .  In the  absence of  r e l e ­
v an t  d a t a  on the  i n d i c a t o r s  of p r o p e r t y  v a l u e s ,  th e  ta sk  
pf d e te rm in in g  the  l ^ y r i  o f  p o t e n t i a l  tax  base i s  an 
e x t r e m e l y  d i f f i c u l t  one.

5 .5 .8  One of the  ap p ro x im a t io n s  t o  the p o t e n t i a l  tax  
base may be the r a t i o  of v a lu e  added, by the hous ing  
s e c t o r  com pr is ing  the  r e a l  e s t a t e  and ownersh ip  of  
d y e l l i n g s  to the C i t y  Domest ic  P r o d u c t .  However,  the 
use- o f  the  net v a lu e  added by the housing s e c t o r  as a 
p roxy f o r  the p o t e n t i a l  p r o p e r t y  tax base is  con­
s t r a i n e d  by the f a c t  t h a t  the f o r m e r ’ s d e t e r m in a t i o n



i t s e l f  i s  b a s e d ■on the  i n f o r m a t io n  r e g a r d in g  the  assessed  
v a lu e  o f  p r o p e r t i e s  s u p p l ie d  by the m u n ic io a l  a u t h o r i t i e s .  
Thus ,  net  v a lu e  added by the hous ing  s e c t o r  would r e f l e c t  
on ly  the a c t u a l  base' and not the  p o t e n t i a l  base and, as is  
w e l l  known, the  a c t u a l  base r e f l e c t s  a good d e a l  of under­
e s t i m a t i o n  of p r o p e r t y  v a l u e s .

5 .5 .9  The next  ap p ro x im a t io n  which can be at tempted  is  
t o  o b ta in  the  s a l e s  v a lu e s  of p r o n e r t i e s .  I n f o r m a t io n  on 
s a l e s  t r a n s a c t i o n s  can be c o l l e c t e d  from the o f f i c e  of 
the  R e g i s t r a r ,  R e g i s t r a t i o n .  T h i s  i n f o r m a t io n  a l s o ,  
how eve r ,  1 acks r e l  i a b i l  i t y  s i n c e  th e  s a l e  p r i c e s  are o f t e n  
dep ressed  in  o r d e r ' t o  evade t a x e s  and to  c o n c e a l  the ex-, 
t e n t  of b l a c k  money in v o l v e d  in  the  t r a n s a c t i o n s .  Never ­
t h e l e s s ,  t h i s  p ie c e  o f  i n f o r m a t io n  can p r o f i t a b l y  be u t i l i s e d  
t o  d e r i v e  some measure of the  p o t e n t i a l  base f o r  the p r o p e r t y  

t ax  in  c o n j u n c t i o n  w i th  the  e s t i m a t e s  o f  p r o p e r t y  v a lu e  
p ro v id ed  by the V a l u a t i o n  C e l l  o f  the Income Tax Departm ent .

5 .5 .T 0  A l l  p r i v a t e  p r o p e r t i e s  s u b j e c t  t o  the p r o p e r t y  tax  
are a l s o  l i a b l e  t o  the n o n - co rp o ra te  income tax  and in 
s e v e r a l  ca ses  t o  o th e r  d i r e c t  t a x e s .  I t  i s  o b l i g a t o r y  on 
the  p a r t  o f  the R e g i s t r a r ,  R e g i s t r a t i o n  t o  send to  the 
Income Tax Departm ent  the d e t a i l s  o f  a i l  the r e g i s t r a t i o n s  
w i t h  d e c l a r e d  v a l u e s  o f  Rs 25,000 or more. B e fo r e  adop t ing  
the i n f o r m a t io n  on the c o n s i d e r a t i o n  pa id  f o r  s a l e / t r a n s f e r ,  
t h e s e  are s c r u t i n i s e d  w i t h  the he lp  of the  a v a i l a b l e  i n f o r ­
m at ion .  I f  th ese  are suspec ted  t o  be g r o s s l y  u n d e r s t a t e d ,  
a r e f e r e n c e  i s  made t o  the V a l u a t i o n  C e l l  in  such c a s e s .
The V a l u a t i o n  C e l l  e s t im a t e s  t h e i r  market v a l u e s  g e n e r a l l y  
by f o l l o w i n g  the  lan d  and b u i l d i n g  method, i . e . ,  th e  v a lu e  
i s  ob ta ined  as a sum o f  land  v a lu e  and c o n s t r u c t i o n  c o s t .
In those  c a s e s ,  how ever ,  where r e l i a b l e  e s t im a t e s  o f  t h e  

•cost of c o n s t r u c t i o n  cannot  be o b t a in e d ,  the  r e n t a l  method



ta b le  v .13

D is tr ib u t io n  o f Number o f P ro p e r t ie s  and Ra teab le  Value 
( P r iv a t e  P ro p e r t ie s  ) NDMC

(V a lue  in  Rs la k h 1)
S labs (Rs) Uii i  os Heite ab le  Value

1974-75 1 977-78 1981-82 1974-75 1977-78 1981 -82
T O ( 0 ) (5 ) (4 ) (5 ) (6 )

Upto - 1000 5166 4661 4829 18.61 13.46 17.73
1001 - 2000 1307 1630 1567 O ̂  A K £-■ s J 27.78 15.58
2001 - 5000 1076 1905 1416 45.84 45.63 40.07
5001 -10000 594 574 647 08 37.40 39.61

10001 -15000 542 634 589 62.12 67.15 63.76
15001 -20000- 372 617 588 63.42 81.08 91.24
20001 -25000 537 679 720 84.39 98.46 111.25
25001 -50000 716 1800 1872 286.45 453.71 374.50
50001 -100000 230 438 490 144.57 261.61 302.80
Above -100000 248 349 327 1068.26 1132.90 1563.72

TOTAL 10790 13287 13045 1834.20 2219.13 2620.26

Sources As fo r  Table V.3
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TABIE  V.14

Rateab le Value (P e r  H o ld ing ) in Se le c te d

(Rs)

M un ic ip a l Bodies

1970-71 1975-76 1979-80 1981-82

D e lh i

MOD 1336.28 1867.86 2602.58 3094.09
NDM3 3411.79 6268.65 7020.74 6669.52

Bombay 3823.29 4711.27 7131.31 -

C a lcu tta 2760.80 3282.00 4057.40 -

Madras 1903.40 2792.96 5234.27**

Ahmedabad 466.65* 718.24** - -

Bangalore 1048.93 1365.20 1828.66 —

Notes *  1971-72 Sourcess 1. D e lh i Computed
* *  1976-77 2. Fo r o ther Corporations,

N IPFP (1981), p. 29



i s  employed. The market v a lu e  of  a p r o p e r t y  i s  de te rm ined  
by a p p ly in g  a r a t e  of c a p i t a l i s a t i o n  to  the annual  r e n t a l  
v a l u e .  S i n c e  the methods employed by the--V a l u a t  ion C e l l  
and the  m u n ic ip a l  c o r p o r a t i o n  seem to  be more o r  less- same, 
an e s t im a t e  of annua l  r e n t a l  v a lu e  can be d e r i v e d  from the 
c a p i t a l  v a lu e  as a r r i v e d  at by th e  V a l u a t i o n  C e l l .

5 .5.11 In o rder  t o  d e r i v e  an e s t im a t e  o f  the  annua l  r e n t a l  
v a l u e s ,  250 p r o p e r t i e s  were s e l e c t e d  at random from d i f f e r ­
e n t  p a r t s  of  D e l h i .  Fo r  th e s e  p r o p e r t i e s ,  the  v a l u a t i o n  
f i g u r e s  as de te rm ined  by the V a l u a t i o n  C e l l  were c o l l e c t e d  
and the c o r r e s p o n d in g  annua l  r e n t a l  v a lu e s  were ob ta ined
by a p p ly in g  a r a t e  of  r e t u r n ,  here 10 p e r  c e n t ,  t o  the 
v a lu e s  de te rm ined  by the  V a l u a t i o n  C e l l .  The r e s u l t s  
ob ta in ed  from comparing the  r a t e a b l e  v a lu e s  o f  th ese  250 
p r o p e r t i e s  w i th  t h e i r  annual  r e n t a l  v a lu e s  have i n d i c a t e d  
t h a t  the  r a t e a b l e  v a l u e s  have c o n s t i t u t e d  between 28 and 
38 per  c e n t  of t h e i r  annua l  v a lu e s  ( T a b le  V . 1 5 ) .  The above 
e x e r c i s e  thus shows t h a t  the m u n ic ip a l  a u t h o r i t y - i n  D e l h i  
has-been ab le  t o  u t i l i s e  the  p o t e n t i a l  p r o p e r t y  tax  base 
o n ly  to  the e x t e n t  o f  about o n e - t h i r d .

5 .5 .1 2  I t  shou ld  be p o in te d  out a t  t h i s  j u n c t u r e  t h a t  
s i n c e  the  e s t im a t e s  p repa red  by the V a l u a t i o n  C e l l  may 
a l s o  s u f f e r  from l i m i t a t i o n s ,  the  r e s u l t s  shown in 
T a b le  V .15  shou ld  be t r e a t e d  as be ing  t e n t a t i v e .  N eve r ­
t h e l e s s ,  t h i s  e x e r c i s e  has v e r y  c l e a r l y  dem ons t ra ted  t h a t  
the  a d m i n i s t r a t i v e l y  de te rm ined  tax  base i s  a g ross  under­
e s t im a t e  and t h a t  the  p o t e n t i a l  base has not been u t i l i s e d  
ade qu a t e l y .

5 .5 .1 3  I t  i s  a l s o  seen t h a t  t h e r e  is  c o n s i d e r a b l e  d i f f ­
e re n ce  between the r a t e a b l e  v a lu e  adopted by th e  depa r tm en t



R a tio s  Between R a teable  Values and Values Determined by the
V a lu a t io n  C e l l

Zone

Sample
s iz e

Conside­
r a t io n  
paid  fo r  
t r a n s fe r  
(Rs lo k h )

Value 
d e te r ­
mined by 
v a lu a t io n  
o f f ic e r  
(Rs la k h )

Annual 
ra te a b le  
v a lu e  
(Rs la k h ) *

C o l . (2 )  as C o l . (4 )  as 
per cen t per cen t 
of c o l .  (3 )  of c o l .  (2 )

C o l . (4 )  as 
per cen t 
o f c o l .  (3 )

(1 ) (2 ) (3 ) (4 ) (5 )  (6 ) (7 )

West 61 167.24 233.70 88.03 71.56 52.63 37.67
Hew D e lh i 63 235.21 343.82 71.36 32.95 25.02 20.75
South 48 219.00 278.00 82.15 78.78 37.51 29.55
K a ro l Bagh 38 112.95 J  46.90 40.16 76.89 35.56 27.34
C i v i l L ines 40 117.91 :160.29 43.68 73.56 37.04 27.25

TOTAL 250 902.31 1162.71 325.38 77.60 36.06 27.98

Notes * A ctu a l rateable value So iurces: ( i )  Colum 2 and 3, from the
multiplied by 10. This is office of the Chief Engineer,
to make it  comparable with Inc one Tax Department
the figures in columns (Valuation C e ll)

2 «nd 3 . ( i i )  Colum 4, from Delhi Municipal
Corporation Records.



and the  one t h a t  can be d e r i v e d  from the r e n t a l  d a t a  
c o l l e c t e d  by the  depa r tm en t  (T a b le  V . 1 6 ) .  The fo rm er  
i s  much low er  in  some a r e a s .  The r a t e a b l e  v a lu e s  adon-r 
ted  as per  cent  o f  the ones d eve loped  on th e  b a s i s  of 
the  r e n t a l  da.ta v a ry  from 11.64 per  c e n t  to 97.87 per 
c e n t  in  the- d i f  f e r e  nt l o c a l i t i e s .  The u nde rassessm en t  
co u ld  o f  co u rse  be p a r t l y  e x p l a in e d  by the  impact  of the 
r e n t  c o n t r o l  l e g i s l a t i o n . - ^  But the r a t h e r  w ide v a r i a ­
t i o n  in th e  deg ree  of unde rassessm ent  i n d i c a t e s  t h a t  in  
the  asse s sm e n ts ,  d e d u c t io n s  and a l lo w a n c e s  are no t  g ran ted  
on a u n i fo rm  b a s i s .  I t  may a lso  be noted t h a t  s i n » a  
assessed  r a t e a b l e  v a lu e s  are l o w e r  than  what cou ld  be 
w a r r a n te d  by t h e  r e n t a l  d a t a ,  which are t h e m s e l v e s  lo w e r  
th an  market r e n t s ,  r a t e a b l e  v a lu e s  are  most l i k e l y  t o  be 
much lo w e r  th an  Tt r u e ’ r e n t s .  These two c o n c lu s io n s  are 
t o  be • kept- in  mind in  c o n s i d e r i n g  th e  b a s i s  o f  r e fo rm  o f  
the  sys tem  of p r o p e r t y  t a x a t i o n  in  D e l h i ,

d . Assessment d i s p a r i t i e s

5 .5 .1 4  From column 4 of  T a b le  V .1 6 ,  the  e x t e n t  of 
d i s p a r i t i e e  in  the  r a t e a b l e  va lu e  pe r  u n i t  o f  c a r p e t  
a rpa  between t h e  d i f f e r e n t  l o c a l i t i e s  can be seen .  The

'n '  i . •

r a t e a b l e  v a lu e  pe r  sq .  f t .  has v a r i e d  w i d e l y  not on ly  
f rom one - l o c a l i t y  t o  an o the r  bu t  a l s o  between h o ld in g s  
w i t h i n  the same l o c a l i t i e s .  I t  w i l l  be no ted ,  f o r  ex­
ample,  t h a t  the r a t e a b l e  v a lu e s  o f  fou r  p r o p e r t i e s  
l o c a t e d  in  UZ B lo c k  of Raj  our i  Garden  have v a r i e d  from 
Rs 4,19 to  Rs 8 .12 p e r  sq .  f t .  A l l  the  fo u r  p r o p e r t i e s  
are  o w ne r-occup ied .  To take  an o th e r  example ,  i t  w i l l  be 
n o t i c e d  t h a t  w i t h i n  the  Sou th  Zone the  r a t e a b l e  v a lu e

J J  I t  may be noted t h a t  a p a r t  o f  the d i s p a r i t i e s  between 
the  ten a n ted  and owner-occup ied  p r o p e r t i e s  can be 
a t t r i b u t e d  t o  the  d i s p a r a t e  r e b a t e  g ran ted  to  owner- 
o ccup ied  p r o p e r t i e s .
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TABLE V.1'6

Rateab le  Value of Sample Holdings in  S3le c ted
Areas of MOD

(Rateab le  va lu e  in  Rs)

Area

House
Number

Nature Rateab le  
of va lu e  

tenancy w ith
e f f e c t iv e
date

Rate
able
va lu e
per
s q . f t .

Rate ­
able 
va lu e  
p^r 
s q . f t .  
as per 
r e n ta l  
d at a

Assess­
ment
r a t io
Z t4 )
as per
cent
of
(5 U

( D (2 ) (3 ) (4 ) (5 ) (6 )

New D e lh i Zone
Defence Colony A / 6 6 T 5300(1.4*75) 7.74 11.64 11.64

D/41 T 24300(1 .4 .80) 12.32 13.66 90.19
E .P .D .P . 943 0 3350(1 .4 .75 ) 6.12 8.10 75.56It 948 0 4970(1 .4 .76) 9.17 10.10 90.79It 978 0 5560(1 .4 .79 ) 10.53 11.88 88.64tt 910 0 7340 (1 .4 .79 ) 10.75 11.88 90.49

G .K . I I S/18 0 24190(1 .4 .75) 8.68 11.88 73.06n S/172 0 8 1000 (1 .4 .8 '') 19.45 21.38 90.97

K a lk a j i P/22 M 4860(1 .4 .75 ) 9.00 10.10 ' 89.11tt E/178 M 9180(1 .4 .77) 10.55 10.10 99.50

South Zone

An and Nike ta n C/83. 0 6750(1 *4 . 74 ) 6.48 11 .88 54.551! E/44 M 6750(1 .4 .75 ) 7.51 11.88 63.22!! C/409 M 16200(1 .4 .7 7 ) 11 .86 12.47 95.11tt D/138 0 20030(1 .4 .79) 16.04 32,93 69.95

Panchshee l P a rk E/1-6 0 15370(1.4 .73) 7.61 11.38 64.08tt D-1/39 0 63380(1 .4 .81) 18.17 21.38 84.99ft 48 0 63940 (1 .4 .82  )-20.52 21.38 95.98

Gulmohal' P a rk D-3/D 0 5080(1 .4 .74 ) 9.41 11.88 79.21tt 17 M 33700(1 .4 .78) 12.11 16.04 75.50

Green P a rk  Main D-15 T
/

10800(1^.4^76) 6.75 11.88 56.82ft H-5 M 12370(1.4.78) 7.09 11.88 59.68

Vasant V ih a r E-H /13  0 13150(1.4 .73) 8.75 11.88 73.65.It A-36 M 91800(1 .4 .74) 11.48 11.88 96“.63tt 3/10 0 20950(1 .4 .79) 16.23 19.20 84.54tt D-6/26 0 17330(1.4.80) 19.77 20.20 97.87

C on td ,.



(1 ) (2 ) (3 ) (5 )! t ' •. ( 6)
Vfelt Zdhe
~ Ja irakpuri t

-1?
0—2/2 
0-2/4 
C-2/12

5 
: M 
S

16840(1v4v76) 
15280(1.4*81) 
12660 ( t ^ 2 0 f )

9^36
9.46

10.55

1;0,<j:22*
14785
14 ̂ 65.

a ^ 5 9
'63.79
73.52

I ;,tt-cit!l Nagatf
’ n

,Pr64.' ;, 
,147/frt
P-26/B

d,
0:
0

4140(1.4,'7-5) 
1:290(1^:446) 
7180 (1.4.'81 )

4.50
5.12

12.49

5.72
5.72 

13.60

78.67
89.51
91.84

!E\&jjaM \Bagh
II _
11

t

(43/18 ‘ 
43/34 
43/36 
43/47 

'. 43/57"

M
;0
$
0

M

65 90(1.v4'VT4)- 
16960(14,4 <-75 ) 
-1©7-40<1 i-4.7~6-)-- 
•8100(1.4.78) 

"391© (1 * ^ 8 >

•.•3.24 
4.87 

-6.-48 
8.25

6.59
& * 5 9

11.29

l49 .17 
73.90 
98.33 
73.08

3 1 .42
’';l a  ̂  o u r t a Gard en 

?« 
r̂ '»i

■wz/̂ 7-i
•W 282

W2/352

W

%
m
0

4180(1 ;4 .75 ) 
3 ^ 4 0 (1  # r | 6 ) ,  
1 ^ 5 0  ( 1 ^ 1 ) ^  
28940(1 .4 .78 )

4<JJ
.7*1-3.

Il7v86
9.12

.a^64,

13.07

'..67., 69 
82.53 
90.97 
69.78

t f i la k  .N^.gar
\ * •' tl

2 ? / lt- B
23/3Q-B
11/9-23.

0.
0
0

7 8 0 (1 .4 .7 4 ) 
3720(1..4.76) 
6230(1.4*79)

2*86.
5.54
5.96

'4.84
6.91
6.9*1

■59.09
80.17
86.25

3 1 '
C i v i l  k in es  Z< m &

Model ^ownII P-14/5
% W 3

T
o

9180(1 .4 .75 )
: 23020(1.4.78).

5.84
8.79.

8.64 
12; 12

67.59
71.81

Itajala jfagg-r
It

68/10 ; 
6900 * 
6362

T
M
M

14550(1 .4 .73) 
29160(1 .4 .76 ) 
47970(1 .4 .7 9 )

4.85
8.44

12.90

8.10  '
14.26
14.26 .

59.88 
59.19 

S O ,  4 6

A s h o k Y ih a r P h . i l  Cl/88
B1/36

"  A/127

M
0
0

4810(1 .4 .7 6 ) 8.32 
1'5710(Tw4'.80) 16*20 
12530(1*4.80) 13.08

10.69 
17.82 . 
17.82* ?

77.83
90.91
73.40

S*]?i Gail 3 Ẑons* 
P a h a r i. D h ira j

H
4287113
4426/31
32.T8/20

0
M

.M

2380(1 ,.4.75) 
5520(1,4*77) 

15410(1.4.80).

5.64 
‘ 4.11 
10.23.-

6.48.
7 .02

.1.1.28

87.04
58.55
91.10

B a s t i  Harphool S in s  5800
........5596/98

M
0

6260(1 .4 .77 ) 
5990(1.4V7-9)

5.09
6.78

6.60
:10.69'v

84.83
63.42

Note: % = ênazstjed -Source: Q<^lied. ,d?rqm the records of
''Own^,'*Uftie.d MQIM(Z6iial offices and Head —

M = Mixed * quarte r s ).



T ABIE V.17 

Rateab le  Value Pe r s q . f t .  in  MCD Area
Commercial P ro p e r t ie s ;  S p e c ia l C e l l

(Ra teab le  va lu e  in  Rs)

Area House
Number

Occu­
pancy

Rateab le
va lu e

Carpet
area

s q . f t .

Rateab le  
va lu e  per 
s q . f t . ....

(1 ) (2 ) (3 ) (4 ) (5 )

H o te l p lo t 
Basant Lok

- 0 1210300(9.6.81) 14550 83.18

Defence Colony A-424 o 124200(1.12.78) 16667 7.45
Jhandewalan 2~E M 118800(1.4.76) 1080 110.00
R e se rvo ir  
Hindu Rao

206 0 285000(1 .4 .6 9 ) 1.35
Acre 3

—

Frien d s  Colony 41 -A T 73440(1 .4 .79) 3676 19.98
W .E .A .
K a ro l Bagh

10166-67r M 318020(1.4.83) 13087 24.30

t» 642/I-A T 479010(1.4.78) 298 40 16.05
Na ja fg a rh 22-A M 224640(1.12.80) 70017 22.43
Tagore Garden H o li C h ild  M 

.School
336930(1.4.76) 20473 16.46

K i r t i  Nagar 7/15 0 111530(1.4.76) 13214 8.44
Mayapuri B-6 0 211600(1.4.78) 18370 11.52
Beadonpura 2682 M 151800(1 .4 .8 0 ) ' 5371 28.26
K a ro l Bagh 10/87 
Old Raj inderNagarl 7/10

T
T

286360(1 .4 .7 6 ) 
125440(1.4.81 )

21011
4950

13.63
25.34

East of K a ila sh 19-CC M 132410(1.4.75) 6895 19.20
tl 55-CC T 233280(1.4.82) 8000 29.16

Okhla DTC Depot 0 
I I

172810(1 .4 .7 7 ) 9632 17.94

Lajpat Nagar I I B P-21 T 219400(1.4.77) 61594 3.56
It ie n d s  Colony 18 T 29480(1 .4 .7 9 ) 5800 5.08
Z a fa r Marg Nehru House T 1889560(1.4.77) 123380 15.31

Pkt. 7 Times of In d ia T 1310290(1.4.77) 74140 17.67
" D a ily  M ilap M 2485370(1.4.75) 182190 13.64

Darya Gang 4595 M 157790(1.4.76) 9263 17.03

Sources Compiled from  the Records 
of MOD (H eadquarters)



TABLE V ,18

R ateab le  Value of Se le c te d  Holdings in  
NDMC Area

(R a teab le  va lu e  in  Rs)
Sagar Apartments 

(R e s id e n t ia l )  
b ode St at us 
Number (O/T/M)

Carpet
area

(sq . f t . )

Ra teab le
va lu e

Rateab le  va lu e  
per ( s q . f t . )

(1 ) (2 ) (3 ) (4 ) (5 )

1. 0 72 175 2.43
2. 0 709 21900 30.88
3 . 0 844 8204 9.72
4. 0 1700 16524 9.72
5. 0 1700 16524 9.72
6. 0 1400 17496 12.50
7 . 0 1700 16524 9.72
8 . c 1700 16525 9.72
9. 0 2100 34020 16.20

10. 0 1400 13608 9.72
11. 0 1700 16524 9.72
12; 0 1700 16524 9.72
13. 0 2100 20412 9.72
14. 0 1400 24300 17.35
15. 0 1700 16524 9.72
16. 0 1700 16524 9.72
17. 0 2100 20412 9.72
18. 0 1400 8613 6.15
19. 0 1700 16524 9.72

ro O . 0 1700 16524 9.72
21. 0 2100 20412 9.72
22. 0 1400 13608 9.72
23. 0 1700 18468 10.86
24. 0 1700 16524 9.72
25. 0 1400 13608 9.72

C o n t 'd .•



(1 )  (2 ) (3 ) (4 ) (5 )

26. 0 1700 24300 14.30
27. T 2100 23328 11.10

•COCM 0 1400 13608 9.72
29. 0 1700 10800 6.35
30. 0 1700 19940 11.72
31. M 1700 19134 11.25
32. 0 1700 16524 9.72
33. T 2100 64800 30.85
34. 0 905 13589 15.00
35. 0 893 13400 15.00
36. 0 1095 15695 14.33
37. 0 893 13400 15.00
.38. 0 905 13589 15.00.
39. 0 709 21900 30. ̂



(R a teab le  va lu e  in  fe)
ECE House
Code
Number

(Com m ercial)
S ta tu s
(0/T/M)

Carpet
area

( s q . f t . )

Rateab le
va lu e

R ateab le  
v a lu e  per 
( sq . f t . )

(1 ) (2 ) (3 ) (4 ) (5 )

1. T 994 38674 38.90
2. T 405 16052 39.63
3. T 640 31104 48.60
4. T 1560 67604 43.33
5. T 560 33068 5-9.05
6 . T 700 19760 28.23
7. T 2322 25103 10.81
8 . T 450 48600 108.00
9. T 1098 88776 80.85

10. T 200 32400 162.00
11. T 250 11800 47.20
12. T 640 21600 33.75
13. T 184 5962 32.40
14. T 262 11318 43.20

15. T 300 17831 59.43
16. T 1179 50933 43.20
17. 2100 31221 14.86
18. fp* 1700 18000 10.58
19. T* 1700 16524 9.72
20. fp* 2100 20412 9.72
21. T 1400 22581 16.13
22. T 1700 27000 15.88
23. 0 817 12072 14.77
24. 0 790 12990 16.44
25. 0 1095 15965 14.58

Cont’ d . . . .



TlBIiEl V .18 (Cont’ d )

(1 ) (2 ) (3 ) (4 ) (5 )

26. 0 790 12990 16.44
27. 0 817 12072 14.77

.

CDCO m
X 700 14094 20.13

29. m
JL 134 4860 36.26

30. T 437 8072 18.47
31. T 403 8640 21.44
32. 0 700 756 10.80
33. 0 70 756 10.80
34. 0 70 756 10.80
35. 0 70 756 10.80
36. 0 400 4320 10.80
37. 0 800 4640 5.80

N ote: * Com m ercia l-cum -residentia l. Sources Complied from
the reco rd s  of 
MCD.



per  sq .  f t .  has v a r i e d  c o n s i d e r a b l y  from Rs 6 .4 8  in  
Anand N ik e ta n  t o  Rs 21.77 in  M as ant \/ihar. A g a in ,  
when Wot i  Nagar and T i l  ak Nagar are comDared, the  r a t e ­
ab le  v a lu e  p a r  sq .  f t .  i s  h ig h e r  in  the  fo rm er .  These 
compar isons  r e v e a l  t h a t  d i s p a r i t i e s  in  assessments  are 
g l a r i n g  both in  r e s i d e n t i a l  and com m erc ia l  p r o p e r t i e s  
(T a b le  \1.16 and \1.1 7) . U ide  v a r i a t i o n s  can a l s o  be seen 
in  NDPC a re a  (T a b le  V . 1 &) .

6 . A n a l y s i s  of R a te  S t r u c t u r e

a. The s t a t u t o r y  r a t e  s t r u c t u r e

5.6 .1  The r a t e  s t r u c t u r e s  of  the  n r o n e r t y  tax  are
d i f f e r e n t  in the  t h r e e  l o c a l  b o d ie s .  NDi'C a p p l i e s  a 
f l a t  r a t e  of 12 .5  per  c e n t  of  th e  r a t e a b l e  v a l u e ,  w h i l e  
MCD and DCB app ly  p r o g r e s s i v e  r a t e s ,  MCD l e v i e s  the 
p r o p e r t y  tax  p ro p e r  and the s e r v i c e  ch arge  - a f l a t  r "ate- 
s e p a r a t e l y ,  but DCB has combined the  two in to  a c o n s o l i ­
dated  r a t e  which ranges  between 10 and 20 per  c e n t  o f  the 
r a t e a b l e  v a lu e  f o r  r e s i d e n t i a l  p r o p e r t i e s ,  and between 15 
and 30 per  c e n t  f o r  non-res id ent i a l  p r p p e r t i e s .  In  the 
case  of MCD, the  DMC Act s p e c i f i e s  t h a t  the  r a t e  of  th e  
g e n e r a l  tax  cou ld  range between 10 and 30 per  c e n t  and 
t h a t  the  s e r v i c e  charge  would be a f l a t  l e v y .

5 . 6 . 2  The a c t u a l  r a t e s  in  the  PCD are f  ix ed w i t h i n  the
range s p e c i f i e d .  B e fo re  1968, t h e r e  was no p r o g r e s s i o n
and no d i f f e r e n t i a t i o n  between r e s i d e n t i a l  and com m erc ia l  
p ro p e r t  i e s ,  a f l a t  r a t e  of 15.5 per  cen t  o f  the  r a t e a b l e  
v a lu e  was a p p l i e d .  In  1968-69, two d i f f e r e n t  p r o g r e s s i v e  
r a t e  s t r u c t u r e s  were p r e s c r i b e d  f o r  r e s i d e n t i a l  and non- 
r e s i d e n t i a l  p r o p e r t i e s .  U n t i l  1972-73, the  s t e p  sys tem  of 
p r o g r e s s i o n  was in  vogue,  i . e . ,  r a te s  w e re  p r e s c r i b e d  f o r  
t o t a l  v a lu e s  of p r o p e r t i e s  and an e n t i r e  p r o p e r t y  was taxed



at the  r a t e  f i x e d  f o r  the  s l a b  in  which i t s  t o t a l  v a lu e  
f e l l .  T h is  w as ch Rnqed to  the  s l a b  sys tem  of p r o g r e s s io n  
( w i t h  p r o g r e s s i v e  m a rg in a l  r a t e s ;  in 1972-73. The r a t e  
s t r u c t u r e  c u r r e n t l y  in  f o r c e  has been rep roduced  in  
T ab le  I T I . 1  of C h an te r  I I I .

b• H igh t a x  r a t e s

5 , 6 .3  A l though  the D^C Act does not. e x n l i c i t l y  s t i p u l a t e  
t h a t  r e s i d e n t i a l  and non-r^s i.do nt i  al  p r o p e r t i e s  shou ld  be 
taxed d i f f e r e n t i a l l y ,  the  MCD has f ix e d  h ig h e r  r a t e s  of 
both g e n e r a l  t a x  and s e r v i c e  charge  f o r  non-res i d e n t i  a l  
p r o p e r t i e s .  I t  i s  n o t i c e d  fo r  a non-res iden t  i a l  p r o p e r t y  
such as i n d u s t r i a l  h o ld in g  or c inema house ,   ̂he h ig h e s t  
r a t e  a p p l i c a b l e  t o  the s l a b  o f  r a t e a b l e  v a lu e  above 
Rs 25,000 per  annum is  30 per c e n t  + 10.5 per  c e n t ,  i . e . ,  
a t o t a l  o f  40.5 p e r  cent  and fo r  the co r r e s p o n d in g  s l a b  
v a lu e  o f  a r e s i d e n t i a l  p r o p e r t y ,  the r a t e s  are 30 + 6 , 5 ,
i . e . ,  a t o t a l  o f  36 ,5  per c e n t .  These r a t e s  can be s a id  
t o  be u n u s u a l l y  h igh i f  th e y  were to  be ap p l ied  to t r u e  
r e n t a l  v a l u e s .  T h a t  a houseowner whose house has a r e n t a l  
v a lu e  of around Rs 2,500 per  month shou ld  pay a m a rg in a l  
r a t e  of  tax o f  36 .5  pe r  cen t  ( t o t a l )  and an e f f e c t i v e  or 
average  r a t e  o f  tax o f  26 ,47 per c e n t ,  i . e . ,  Rs 66 1 per  month 
out of the  month ly  r e n t  of Rs 2, 500 at  c u r r e n t  p r i c e s ,  i s  
c e r t a i n l y  t o o  h igh a demand, g i v e n  the  much reduced purchas ­
ing  power o f  money, and the  o th e r  d i r e c t  taxes  to be pa id  
a g a in s t  wh ich  no d i r e c t  c r e d i t  i s  g iv en  f o r  the  p r o p e r t y  
t ax  p a id .  In  the case  of p r o p e r t y  used f o r  commercia l  pur­
poses ,  the m arg in a l  r a t e  goes up to 40.5 per cen t  at r a t e ­
ab le  v a lu e  above Rs 25,000 and th e  average  r a t e  works out 
t o  as high as 35.97 per c e n t  f o r  a r a t e a b l e  v a lu e  o f  
Rs 30,000,



5 . 6 . 4  These r a t e s  shou ld  c e r t a i n l y  bp c o n s id e r e d  too  
h igh  i f  the  r a t e a b l e  v a lu e s  are assessed  o r o o e r l y .  Uhat  
ue have i s  a s i t u a t i o n  of  h igh r a t e s  ap p l i e d  t o  eroded 
v a l u e s .  The e r o s i o n  of the base t ak e s  p la c e  th rough  
the  ch o ice  o f  the c o n t r o l l e d  r e n t  as r a t e a b l e  v a lu e  even 
when much h ig h e r  r e n t s  are being ob ta ined  and a l s o  th rough  
s u p p r e s s io n  and c o l l u s i o n .  The i n c e n t i v e  t o  the l a t t e r
is  p a r t l y  p ro v id ed  by the h igh  r a t e s .

5 . 6 .5  The p o s i t i o n  needs to  be r e v e r s e d .  Uays  must be 
found t c  approx imate  assessed  r a t e a b l e  v a lu e s  t o  t r u e  
annual  v a l u e s .  At the same t im e ,  the r a t e s  must be made 
moderate .  Through such a ch ange ,  revenue  w i l l  g a in  in  
the- long  run .

7. Summing Up

5.7 .1  Uhat  c l e a r l y  emerges from the p r e c e d in g  a n a l y s i s  
and d i s c u s s i o n  i s  t h a t  r a t e a b l e  v a lu e s  have lagged  behind 
market t r e n d s .  Among the f a c t o r s  a d v e r s e l y  a f f e c t i n g  the  
growth of r a t e a b l e  v a l u e s ,  the major ones have been 
i d e n t i f i e d  as ( i )  the  c o n s t r a i n i n g  impact  o f  r e n t  c o n t r o l  
l e g i s l a t i o n ;  ( i i )  im p e r f e c t i o n s  in  the r e a l  e s t a t e  and 
r e n t a l  markets  in  the form of s u p p r e s s io n  of t r u e  r e n t s ,  
r e c e i p t  o f  s a l a m i ,  payment o f  a d van ces ,  e t c . ;  ( i i i )  the 
l a c k  o f  a c l e a r l y  l a i d  down assessment code or assessment 
norms which o f t e n  l e a d s  t o  d i s c r e t i o n a r y  assessment and 
g i v e s  scope fo r  undue l e n i e n c y ,  and ( i v )  the l a c k  of  
p r o v i s i o n  f o r  p e r i o d i c  r e - a s s e s s m e n t s .  Of t h e s e ,  a t  
p r e s e n t ,  the  d e p r e s s in g  e f f e c t  o f  the  r e n t  c o n t r o l  l a u ,  
subsequent  to  the Supreme C o u r t  d e c i s i o n ,  i s  p ro b a b l y  
the  most im p o r t a n t .  Bu t  i t  i s  not to  be assumed the  once 
r e n t  c o n t r o l  i s  r e l a x e d ,  r a t e a b l e  v a lu e s  would move c l o s e l y  
w i t h  market t r e n d s .  The o the r  f a c t o r s  mentioned above



would then  a c q u i r e  g r e a t e r  s i g n i f i c a n c e .  E v en  as ' i t  i s ,  
i t  has been seen  t h a t  d i s p a r i t i e s  in  the  assessment of 
s i m i l a r  p r o p e r t i e s  have been found t o  e x i s t  not o n ly  
a c r o s s - l o c a l i t  i e s  but  a l s o  w i t h i n  the  same l o c a l i t y  - For 
w h ich  r e n t  c o n t r o l  l e g i s l a t i o n  c a n n o t  be he ld  r e s p o n s i b l e .

5 .7 .2  High and p r o g r e s s i v e  r a t e s  have been in  e x i s t e n c e  
in  the  PCD f o r  t e n  y e a r s  now. These have not compensated, 
and cannot  be expec ted  to  com pensate ,  f o r  t a r d y  growth 
in  r a t e a b l e  v a l u e s .  W i t h  th ese  p r o g r e s s i v e  r a t e s ,  p ro ­
p e r t y  tax  revenue  shou ld  have bqen q u i t e  b uoyan t ,  wh ich  
has not been the  c a s e .  A co m b in a t io n  of a broad and 
g row ing  b^se w i t h  more moderate r a t e s  would y i e l d  b e t t e r  
r e s u l t s  in  te rm s of both e q u i t y  and revenue  p r o d u c t i v i t y .



1 . B a s i c  I s su es

6 .1 .1  The e x i s t i n g  p r o p e r t y  t a x  sys tem  in the Union 
T e r r i t o r y  o f  D e l h i  s u f f e r s  from:

i .  Lou e l a s t i c i t y  of tax  y i e l d  w i th  r e s p e c t  t o  
m u n i c ip a l  e x p e n d i t u r e ;

i i .  Lou e l a s t i c i t y  w i th  r e s p e c t  t o  nomina l  income,
i . e . ,  r e a l  income and D r i c e .

6 . 1.2 S i n c e  the  r a t e  s t r u c t u r e  is  p r o g r e s s i v e ,  the  tax  
y i e l d  s h a l l  grow f a s t e r  than  the b a s e ^  and the  base ,  
name ly ,  r a t e a b l e  v a lu e  shou ld  grou at l e a s t  as f a s t  as 
income, i f  not  f a s t e r ,  because r e n t a l s  and p r o p e r t y  v a lu e s  
have grown f a s t e r  th an  nominal  income. Iff he o r o p e r t y  tax  
has not kept  pace w i t h  i n c r e a s i n g  r e n t a l s  a ici v a l u e s ,  i t  is  
p r i m a r i l y  due to  the  t a r d y  growth of the assessed  base of 
the  t a x .  T h i s  can be i d e n t i f i e d  as the major d e f e c t  o f  
the  s y s tem ,  stemming from the undu ly  low l e v e l  o f  the  
r a t e a b l e  v a lu e s  as compared t o  the  r e n t a l s  or annual  v a l u e s .  
The d e f e c t  can be t r a c e d  t o  the f o l l o w i n g  f a c t o r s :

i .  Rent  c o n t r o l  l e g i s l a t i o n  and Supreme Cour t
r u l i n g .  In  a l l  ca ses  cove red  by t h i s  r u l i n g ,  
even though th e r e  i s  no l e g a l  u n d e ra s se s sm en t ,  
t h e r e  w i l l  be a c t u a l  u n d e r e s t im a t i o n  and, what 
i s  more, the assessment  w i l l  be f r o z e n  
i n d e f  i n i t e l y .

u  In f a c t ,  the  e l a s t i c i t y  of  th e  g e n e r a l  tax y i e l d  w i th  
r e s o e c t  t o  the  base ( r a t e a b l e  v a lu e )  has been found 
to  be g r e a t e r  th an  one.



i i .  The f o r m u la  used to  c a l c u l a t e  the  f a i r  r e n t  in  
the  case  of ouner-occuD ied  p r o p e r t i e s .  S in c e  
the  h i s t o r i c  co s t  i s  taken  i n t o  accoun t  and a 
s t i p u l a t e d  r a t e  of r e t u r n  is  a p p l i e d  t o  i t ,  
here ag a in  assessed  v a lu e s  get f r o z e n .

i i i .  R e n t a l  d a t a  are a l s o  used ,  but even th ese
d a t a  s i g n i f i c a n t l y  f a l l  sho r t ,  o f  t r u e  r e n t s .

i v .  No p rope r  assessment  code - l e n i e n c y  in  ass ­
essment of non-res ide  nt i a l  p r o p e r t y  has been 
not i c e d ,

6 . 1 . 3  Th us ,  both the base adopted and a d m i n i s t r a t i v e  
p r a c t i c e s  are found t  o be d e f e c t i v e .

6 . 1 . 4  The second major sho r tcom in g  l i e s  in  the d i s p a r i ­
t i e s  in  assessment of  s i m i l a r  p r o p e r t i e s ,  p o in t i n g  t o  the 
non-e qu i t  ab le  n a tu re  o f  the s y s tem .  The d i s p a r  i t  i e s  a r i s e  
f  r  om:

i .  D i s c r e t i o n a r y  asse ssm en ts ;

i i .  The use o f  h i s t o r i c  c o s t  to  c a l c u l a t e  the
s t a n d a rd  r e n t  and t h a t  th e re  i s  no r e v i s i o n .

6 . 1 . 5  The t h i r d  d e f e c t  is  the undu ly  h ig h e r  r a t e  of  gene­
r a l  tax  which would c e r t a i n l y  be to o  onerous  i f  v a l u a t i o n  
or assessment i s  done p r o p e r l y .  Such high r a t e s  cou ld  
induce  e v a s io n  and/or  i n h i b i t  in ve s tm e n t  in  h o u s in g ,

6 . 1 .6  F o u r t h l y ,  the  tax  t r e a tm e n t  o f  n o n - p r o f i t  i n s t i ­
t u t i o n s  i n c l u d in g  e d u c a t i o n a l  and r e s e a r c h  i n s t i t u t i o n s  
i s  a r b i t r a r y  and not based on sound t h e o r e t i c a l  b a s i s .

6 . 1 . 7  F i n a l l y ,  no c l e a r  c o n c e p tu a l  d i s t i n c t i o n  i s  made 
between the  p r o p e r t y  t ax  p rope r  and the s e r v i c e  ch a rg e s .
The l a t t e r  is  a l s o  l i n k e d  t o  r a t e a b l e  v a lu e  and i t s  r a t e  
i s  made to  va ry  a c c o rd in g  to presumed d i f f e r e n c e s  in  
a b i l i t i e s  to pay .



6 . 1 . 8  In  the l i g h t  o f  the above ,  the major o b j e c t i v e s  
of r e fo rm  can be i d e n t i f i e d :

i .  The e l a s t i c i t y  of the tax  must be 
in c r e a s e d  s u b s t a n t i a l l y ;

i i .  Assessed  r a t e a b l e  v a lu e s  shou ld  keep 
Dace w i th  a c t u a l  r e n t a l  v a l u e s ;

i i i .  H o r i z o n t a l  e q u i t y  shou ld  be en su re d ;

i v .  S e r v i c e  charges  shou ld  be put  on a 
p ro D e r  b a s i s ,  and

v. Once the sys tem  of d e t e rm in in g  the base
is r e fo rm e d ,  the tax  r a t e s  shou ld  be made 
more m odera te .

2. Re form P ro p o s a l s

a* R e v i t a l i s a t i o n  of the . tax  base

6 .2 .1  There  cou ld  be tu o  a l t e r n a t i v e s ;  a s w i t c h o v e r  to
an a l t e r n a t i v e  base such as c a p i t a l  v a lu e  or  s i t e  v a lu e  , 
or improved ways of a s s e s s in g  the e x i s t i n g  base ,  namely , 
r e n t a l  or annual  v a l u e .  There  has been c o n s id e r a b l e  
d i s c u s s i o n  o f  the  advantages  and d i s a d v a n t a g e s  of  ad o p t in g  
th e s e  a l t e r n a t i v e  bases f o r  l e v y i n g  the p r o p e r t y  tax.^-^
In the  l i t e r a t u r e ,  i t - h a s  been argued t h a t  c a p i t a l  v a lu e  
i s  s u p e r i o r  to annual  r e n t a l  v a lu e  as o r o p e r t y  tax  base

1 /  F o r  a d e t a i l e d  d i s c u s s i o n ,  see  N IPFP  (1981) pp. 194- 
245. A lso  reo roduced  in  the  R eo o r t  o f  the  U e s t  Benga l  
M u n ic ip a l  F in a n c e  Commission,  V o l .  I I ,  Government of 
U es t  Benga l  (1 98 2 ) ,  pp. 99-116.



f o r  the  f o l l o w i n g  r e a s o n s .  One is  t h a t  w i th  c a p i t a l  v a lu e  
b a s e ,  i t  would be e a s i e r  t o  t ax  v a ca n t  land  w h ich  has not 
been put to  any use and hence does not have c u r r e n t  annual 
v a l u e .  The o the r  advantage  c la im ed  is  t h a t  i t  i s  e a s i e r  to 
de te rm ine  c u r r e n t  market v a lu e  of a p r o p e r t y  th an  i t s  c u r r e n t  
annual  r e n t a l  v a lu e  because market t r en d s  are r e f l e c t e d  more 
in  s a l e s  p r i c e s  of p r o p e r t i e s  than  in  t h e i r  r e n t a l  v a l u e s .  
Market t r e n d s  are l e s s  r e f l e c t e d  in  c u r r e n t  r e n t a l  v a lu e s  
because o f  c o n t r a c t u a l  r e n t  f i x e d  f o r  a p e r io d  of t ime and 
a d m i n i s t r a t i o n  of r e n t .  But  as has been d i s c u s s e d  e a r l i e r ,  
in the absence of f r e e  and open r e a l  e s t a t e  m arke t ,  i t  is  
e x t r e m e ly  d i f f i c u l t  t o  o b t a in  r e l i a b l e  i n f o r m a t i o n  on s a l e s  
p r i c e s  of t r a n s a c t e d  p r o p e r t i e s .  F u r t h e r ,  i t  may be n o t i ced  
t h a t  i f  p r o p e r t i e s  being s o ld  are not f r e e - h o l d ,  i . e . ,  i f  
t h e y  are t e n a n t e d ,  t r a n s a c t e d  v a lu e s  may not  r e f l e c t  the 
f r e e  market t r e n d s .  I t  has a l s o  been argued t h a t  on ly  land  
v a l u e ,  i . e . .  s i t e  v a lu e  may be t a x e d .  The argument is  t h a t  
i f  improvements are exempt, i t  would p ro v id e  i n c e n t i v e  t o  
a d d i t i o n a l  c o n s t r u c t i o n  a c t i v i t y  and inves tm ent  in  maintenance 
of h ous ing  s t o c k .  Bu t  i t  would a lways  be d i f f i c u l t  to  d e t e r ­
mine lan d  v a lu e  and v a lu e  of improvements s e p a r a t e l y  because 
of  t h e i r  i n t e rd e p e n d e n c e .  F u r t h e r ,  i t  would not be a d v i s a b le  
t o  exempt s i z e a b l e  v a lu e  added in  the form of improvements 
because i t  w»uld d i s c r i m i n a t e  a g a in s t  one form o f  inves tm ent  
v i s - a - v i s  o t h e r s .  The broad c o n c l u s i o n  t h a t  emerges i s  t h a t  
on the whole the  r e n t a l  v a lu e  base i s  not i n f e r i o r  t o  the 
p o s s ib l e  a l t e r n a t i v e s .  A d m i n i s t r a t i v e l y ,  t h e r e  would be the 
same or s i m i l a r  problems in  d e t e rm in in g  the  c a p i t a l  v a lu e .
I t  w ou ld ,  t h e r e f o r e ,  be p r e f e r a b l e  to c o n t in u e  w i t h  the 
e x i s t i n g  base of the  t a x ,  v i z . . r e n t a l  v a l u e .

6 . 2 . 2  The M u n ic ip a l  l e v y  on p r o p e r t y  can bn looked  upon



as a tax  or  as a s e r v i c e  o r  user c h a r g e .  A p p ly in g  tha  
b a n a f i t  p r i n c i p l a , one co u ld  say  t h a t  th a  who le  of tha 
p r o p a r t y  tax shou ld  ba c o n s id e r e d  as s e r v i c e  c h a r g e .
I n  t h a t  i t  w i l l  have to ba s o l e l y  r e l a t e d  to the bene­
f i t  r e c e i v e d  or to t h a  c o s t  of  p r o v i d i n g  m u n ic ip a l  
s e r v i c e .  T h i s ,  however ,  c o u ld  be too narrow a v iew  o f  
the  l e v y  on p r o p e r t y .  Tha m u n ic ip a l  l u v y  (can a l s o  ba bas ­
ed on a b i l i t y  to p ay ,  j u s t  as a n a t i o n a l  or s t a t e  l e v y .  The 
m u n i c ip a l  government a l s o  p r o v id e s  s e r v i c e s  whose b e n e f i t s  
c anno t  b j  ap p o r t io n e d *  T h e r e f o r e ,  i t  i s  bee t  to  r e g a rd  
the  l e v y  on p r o p e r t y  as c o n s i s t i n g  o f  two components:  a 
t ax  component and a s e r v i c e  ch a rg e  component. The fo rm er  
sh o u ld  be r e l a t e d  to a b i l i t y  to pay  and can be mada pro-  
g r t  ,‘s s i v e .  I t  f o l l o w s  t h a t  i t  must ba c o l l e c t e d  o n ly  f rom 
th o s e  w i th  a b i l i t y  to p ay .  The l a t t e r  must be r e l a t e d  
to  the c o s t  of p r o v i d i n g  c e r t a i n  s e r v i c e s  l i k e  w a te r  
s u p p l y ,  sewerage ,  f i r e  p r o t e c t i o n ,  e t c . ,  and sh o u ld  be 
imposed a t  a f l a t  r a t e .

6 .2 * 3  For tha g e n a r a l  p r o p e r t y  t a x ,  a b i l i t y  to pay i s  
to be measured in  terms o f  r e n t a l  v a lu e  w i t h  s u i t a b l e  ad­
j u s t m e n t s .  T h is  measurement has been d e f e c t i v e ,  sometimes 
a r b i t r a r y  and o f t e n  d i s c r e t i o n a r y .  The r e fo rm  measures 
r e l a t i n g  to tha measurement o f  tax base cafi be grouped 
under two broad c a t e g o r i e s :  measures to m i t i g a t e  l e g a l
c o n s t r a i n t s  and s t e p s  to improva assessm ent  p ro ce d u re s  
and p r a c t i c e s .

i . R e l a x a t i o n  of  r a n t  c o n t r o l  

6 . 2*4 R e n t  c o n t r o l  can b a 'm o d i f i e d  i n  two w ays :

i .  By d e f i n i n g  s t a n d a rd  r a n t  f o r  r e n t  c o n t r o l  
purposes  or i n  terms o f  assessm ent  made by 
the  m u n ic ip a l  a u t h o r i t i e s ;



i i .  I f  the c o n t r o l l e d  r e n t  i s  t o  bs the base
of the assessment as dec ided  by the c o u r t s ,  
by changing the  r e n t  c o n t r o l  l e g i s l a t i o n  so 
t h a t  r e n t s  would g r a d u a l l y  r i s e  over  t im e .
A lso  the  method of d e te rm in in g  the  s t an d a rd  
r e n t  shou ld  be such , tha t  d i s p a r i t i e s  shou ld  
not a r i s e  between p r o p e r t i e s  w i th  s i m i l a r  
e a r n in g  c a p a c i t i e s .

6 . 2 . 5  When the s t a n d a rd  r e n t  i s  d e f in e d  in  terms of
assessments  made by m u n ic ip a l  a u t h o r i t i e s ,  the d e te rm in a ­
t i o n  of  r e a s o n a b le  l e t t i n g  va lu e  would f e l l  w i t h i n  the 
j u r i s d i c t i o n  of m u n ic ip a l  a u t h o r i t i e s  a n d  the r e n t  c o n t r o ­
l l e r  would be r e q u i r e d  to  t^ke the  he lp  of m u n ic ip a l  
l e g i s l a t i o n  in f i x i n g  s tan d a rd  r e n t .  I f  the  o th e r  a l t e r ­
n a t i v e  is  to be adopted ,  the d i r e c t i o n  would be r e v e r s e d . .  
The s tan d a rd  r e n t  would have to  be de te rm ined  a c c o rd in g
to  the p r o v i s i o n s  of  the r e n t  c o n t r o l  and i t  would be o b l i ­
g a t o r y  on the p a r t  o f  the m u n ic ip a l  a u t h o r i t i e s  t o  f o l l o w  
the r e n t  c o n t r o l  p r o v i s i o n s .

6 .2 .6  Keeping in v iew  the imba lance between demand and
su p p ly  of ho.using accommodation in  the urban a r e a s ,  i t  may 
not be p o s s ib l e  to  s c ra p  the  r e n t  l e g i s l a t i o n  a l t o g e t h e r  
because the  demand f o r  r e s i d e n t i a l  hous ing  f a l l s  in  the 
c a t e g o r y  of n e c e s s i t y .  Ren t  c o n t r o l ,  be ing  a s t a t e  l e g i s ­
l a t i o n  and c o v e r i n g  v a r i o u s  o th e r  a spec ts  of t en a n t  and 
l a n d l o r d  r e l a t i o n s h i p ,  i s  supposed to be more co m p reh e n s ive  
a document than the  m u n ic ip a l  l e g i s l a t i o n .  I t  may ■ th e r e  
f o r e  be p r e f e r a b l e  t o  a l lo w  f i x a t i o n  o f  ren t  a c co rd in g  t D  
th e  p r o v i s i o n s  of the r e n t  c o n t r o l :  l aw s  w i th  the n e c e s s a r y  
p r o v i s o  t h a t  the m u n ic ip a l  assessment shou ld  be guided by 
the  r e n t  c o n t r o l  p r o v i s i o n s .

6 . 2 . 7  Ue propose th a t  the  D e l h i  Ren t  C o n t r o l  Act shou ld
be amended in  the f o l l o w i n g  ways:



i *  In  the  c a s e  o f  a l l  new b u i l d i n g s ,  th e  r a n t
may be a l l o u a d  to be d e te rm in ed  by the  market 
f o r  tha f i r s t  5 ye a rs *  The f i f t h  y e a r ’ s 
r e n t  may be taken  to be the  c o n t r o l l e d  r e n t  
f o r  the s i x t h  y e a r .

i i *  I n  the  c a s e  o f  o ld  p r o p e r t i e s ,  the  s t a n d a rd
r a n t  f i x e d  many y e a r s  ago sh o u ld  be i n c r e a s e d  
by 50 per  c e n t  of the  i n c r e a s e  in  the  consumer 
p r i c e  index  ( CP I ) between the  year o f  f i x a t i o n  
o f  r e n t  and the  p r e s e n t  t im e*  S u b s e q u e n t l y ,  
the  r a n t  w i l l  be i n c r e a s e d  e v e r y  3/4 y e a r s  as 
i n  th e  c a s e  o f  neu b u i l d i n g s  coming up a f t e r  
the  law i s  changed*

i i i *  I n  the  ca@e of  a l l  b u i l d i n g s  ( e x c e p t  the tax 
holiday b u i l d i n g s )  a f t e r  s t e p s  ( i )  and ( i i )  
have been im plemented ,  the s t a n d a rd  r e n t  
shou ld  be i n c r e a s e d  e ve ry  ? /4 y e a r s  by a g iven  
f r a c t i o n  of the  p e r c e n ta g e  i n c r e a s e  in  CPI  - 
r a n g in g  f rom  5 per c e n t  to 50 per  c e n t  depend­
ing  on whe ther  CPI has r i s e n  f a s t  or s l o w l y *

i v *  Commercia l  p r o p e r t i e s  sh o u ld  be f r e e d  o f  r e n t  
co n t r o l »

6*2*8 The above s u g g e s t io n s  a r e  more or l e s s  in  l i n e  w i t h  
recomm endat ions  made by th e  Economic A d m in i s t r a t i o n  Re forms 
Commission on the s u b j e c t  of  Ren t  C o n t r o l .  However ,  a 
c l a r i f i c a t i o n  r e q u i r e s  to be made r e g a r d in g  the  p h rase  
"R e n t  r e p o r t e d  f o r  the  f i f t h  yea r*1. A cco rd ing  to S e c t i o n  
6 o f  the D e lh i  R en t  C o n t r o l  A c t ,  the  s t a n d a rd  r e n t  i s  t h a t  
r e n t  agreed  upon between the  l a n d l o r d  and t e n a n t  whsn a 
p r o p e r t y  i s  l e t  out*  T h i s  s t an d a rd  r e n t  i s  t aken  to be 
v a l i d  f o r  a p e r io d  o f  5 y e a r s  f rom the  da ta  o f  such 
l e t t i n g  out  whereas r ecommen d a t io n s  made hare make a 
p r o v i s i o n  f o r  tha  market r e n t  to be taken  in to  ac co u n t  
even d u r in g  the  f i r s t  5 y e a r s *  T h i s ,  in  a u a y ,  i s  an 
a t t e m p t  to f r e e  the new c o n s t r u c t i o n s  a l s o  o f  r a n t  c o n t r o l *  
I t  may be argued hare  why new c o n s t r u c t i o n s  a re  no t  f r e e d  
a l t o g e t h e r  of  r e n t  c o n t r o l  w i t h o u t  any p r o v i s i o n  f o r  r a n t  
h o l i d a y *  Ue a re  of  the  o p in io n  t h a t  the h o l i d a y  p r o v i s i o n



should  rem a in .  When the  r e n t  r e p o r t e d  f o r  the  f i f t h  year  
w i l l  be t ak e n  t  o be th e  c o n t r o l l e d  r e n t  f o r  the s i x t h  y e a r ,  
wh ich  w i l l  be s u b s e q u e n t ly  r e v i s e d  e v e r y  3/4 yea rs  by some 
p r i c e  in d ex ,  i t  u i l l  have the  advantage  of not r e q u i r i n g  
the  a c tu a l ,  assessment e v e r y  y e a r .  Once a new p r o n e r t y  
completes  f i v e  y e a r s ,  r e v i s i o n  of r e n t s  u i l l  be more or 
l e s s  a u to m a t i c .

6 . 2 . 9  I f  the r e n t  c o n t r o l  l e g i s l a t i o n  is  amended as 
sugges ted  above,  the  Supreme Cour t  d e c i s i o n  would imply 
t h a t  where the  s t a n d a rd  r e n t  has not been f i x e d ,  i t  shou ld  
be computed as under the  ren t  c o n t r o l  l a u ,  T h i s  would mean 
t h a t  e s c a l a t i o n s  adopted f o r  o the r  p r o p e r t i e s  would be 
a l lo w ed  to be i n c o r p o r a t e d .

6 .2 .1 0  As reg a rd s  the  t r e a tm e n t  of  owner-occup ied  p rope r ­
t i e s ,  i f  such p r o p e r t i e s  are occup ied  by owners from the 
b e g in n in g ,  the  comparison method or  c o s t  method, which­
e v e r  the  a s se ssee  p r e f e r s ,  may be used .  However ,  i f  a . 
r e n te d  b u i l d i n g  i s  conve r ted  t o  ow ne r-occup ied ,  the  com­
p a r i s o n  method- shou ld  be used. In  both c a s e s ,  t h e  r a t e a b l e  
v a lu e s  so de te rm ined  shou ld  s u b s e q u e n t ly  be put to  i n f l a ­
t i o n  a d ju s tm e n t ,  as in  the case  o f  ren te d  b u i l d i n g s ,  but
a r e b a te ,  of  25 t o  30 per  c e n t  shou ld  be g i v e n  in  the  case 
o f  owner-occup ied  p r o p e r t i e s .

6 .2 .11  Uhat shou ld  be the  c o s t ?  A cco rd in g  t o  the  p r e s e n t  
Ren t  C o n t r o l  A c t ,  co s t  com pr ises  r e a s o n a b le  c o s t  o f  »on- 
s t r u c t i o n  p lu s  v a lu e  of land  a t  the  time o f  commencement 
o f  c o n s t r u c t i o n .  T h i s  l e a d s  to  d i s p a r i t i e s  in  assessm ent .  
To reduce  these  d i s p a r i t i e s ,  when a ren te d  p r o p e r t y  i s  
co n v e r ted  t o  o w ne r-occup ied ,  the  h i s t o r i c a l  c o s t  shou ld  be 
ad ju s te d  upwards- or downwards by the movements i n  CP I  as in 
the  case  o f  o the r  p r o p e r t i e s .  The Rent. C o n t r o l  Act has to



be changed a c c o r d i n g l y .  In  the case o f  neu c o n s t r u c t i o n s ,  
however ,  the a c t u a l  c o s t  shou ld  be t a k e n .

6 . 2 .1 2  In  c a l c u l a t i n g  c o s t  w h e re ve r  land  has been g i v e n  
by Government or a gove rnm enta l  agency-, th e  a c t u a l  p r i c e  
shou ld  be tak en  i n t o  a c co u n t .  In  o th e r  c a s e s ,  market p r i c e  
of land  shou ld  be in c lu d e d  in  the  c o s t .  Our s u g g e s t io n s  
w i l l  reduce  but not  e l i m i n a t e  d i s p a r i t i e s ;  d i s p a r i t i e s  
cannot  be e l i m i n a t e d  u n l e s s  the  Ren t  C o n t r o l  Act  i s
abol  is  hed .

6 . 2 .1 3  Once the s t a n d a rd  r e n t  i s  d e f in e d  on the  above 
l i n e s ,  some amendments in  the  D e l h i  Municipal- Act would be 
r e q u i r e d .  A c l e a r  mention would have t o be made in  the 
M u n ic ip a l  Act t h a t  the d e t e r m in a t i o n  of r e a s o n a b le  v a lu e  
would be done f o l l o w i n g  the p r p v i s i p p s  as c o n t a in e d  in the 
amended D e l h i  Ren t  C o n t r o l  Ac t .  T h i s  would be a p p l i e d  to  
a l l  p r o p e r t i e s  whether  o r  not the  s t a n d a rd  r e n t  has been 
f i x e d  in  th ese  cases  by the  ren t  c o n t r o l l e r .

6 . 2 . 1 4  I f  the  r e n t  c c n t r o l  is  amended on the  l i n e s  sugg­
es te d  above ,  the  base of the  p r o p e r t y  tax would a u to m a t i ­
c a l l y  become r e s p o n s i v e  to  p r i c e  changes and p r o p e r t y  tax  
would become more e l a s t i c .  Ue und e rs tan d  t h a t  th e s e  chan­
ges in  the  r e n t  c o n t r o l  would a l so  l e a d  t e  m in im i s a t i o n
of a r b i t r a t i o n s  in  p r o p e r t y  t ax  assessment  and hence 
e l i m i n a t i p n  o f  d i s p u t e s  as w e l l  as i n e q u i t i e s .

i i .  C r e a t i o n  of a v a l u a t i o n  board

6 . 2 . 1 5  In th e  case of p r o p e r t i e s  f r e e d  of r e n t  c o n t r o l ,  
n o rm a l l y  the com par ison  method shou ld  be adopted .  Cost 
o f  c o n s t r u c t i o n  should  not be c o n s id e r e d .  Fo r  t h i s  
p u rp o s e ,  t h e r e  must be a s y s t e m a t i c  a t tempt at c o l l e c t i n g



r e n t a l  d a t a  and d e v e lo p in g  norms f o r  v a l u a t i o n  of b u i l d ­
in g s ,  T h e r e f o r e , - th p r c  i s  a s t ro n g  ease f o r  s e t t i n g  up 
a v a l u a t i o n  agency for  the Union T e r r i t o r y  of D e l h i .  The 
agency shou ld  be e n t r u s t e d  u i t h  the  t a s k  of c o l l e c t i n g  
d a t a  on r e n t s ,  land  v a lu e s  and the  c o s t  of c o n s t r u c t i o n  
on a r e g u l a r  b a s i s  and p r o c e s s in g  them in  o rd e r  t o  deve lop  
s t a n d a r d i s e d  r e n t s ,  lan d  v a lu es  and c o n s t r u c t i o n  c o s t s  
per  u n i t  of c a r p e t  a re a  f o r  d i f f e r e n t  t yp es  o f  p r o p e r t i e s .  
The proposed v a l u a t i o n  agency would have a s t a t u t o r y  bas is  
u i t h  the  a u t h o r i t y  t o  c a l l  f o r  r e t u r n  from each  p ro p e r t y  
owner,  c o m p r is in g  f u l l  d e t a i l s  r e g a r d in g  the h o ld in g s .
I t  may a l so  be empowered to v i s i t  the .  p rem ises  to  c o l l e c t  
t h e  n e c e s s a r y  d aJ a in  the case  of  non-compl iance  and uhere 
the d a t a  seem to  be u r o n g ly  r e p o r t e d .

6 .2 .1 6  In o rder  t o  make the  most; e f f e c t i v e  use of  the  
in f o r m a t io n  a v a i l a b l e  u i t h  the  d i f f e r e n t  ■ ag en c ie s  ,- the 
proposed board sh o u ld  be r e q u i r e d  t o  have c l o s e  l i n k s  u i t h  
th e  b u i l d i n g  departm ents  o f  the l o c a l  b o d ie s ,  v a l u a t i o n  
c e l l  of the income tax  depa r tm en t  and the  D e l h i  Development 
A u t h o r i t y .  S i n c e  v a l u a t i o n  of  p r o p e r t y  i s  r e q u i r e d  t o  be 
made f o r  o the r  pu rposes  a l s o ,  such as l e v y  of u e a l t h  t a x ,  
e s t a t e  du ty  and stamp d u t y ,  such c o o r d i n a t i o n  i s  e s s e n t i a l .  
I t  may be n e c e s s a r y  t o  amend th e  C e n t r a l  1 aus r e l a t i n g  to  
•income tax  and u e a l t h  tax  t o  t h i s  e f f e c t ,

6 . 2 .1 7  Orcce the  s t a n d a r d i s e d  r e n t s ,  land  v a l u e s  and 
c o n s t r u c t i o n  co s t s  are deve loped  by the proposed v a lu a ­
t i o n  agency ,  t h i s  i n f o r m a t io n  sh o u ld  be publ ished- as a 
b o o k le t  or manual. . A l l  the  th re e  m u n ic ip a l  a u t h o r i t i e s
in  the Union T e r r i t o r y  of D e l h i  sh o u ld  be r e q u i r e d  to: make 
use of  th ese  s t a n d a r d i s e d  r a t e s  c o m p u l s o r i l y  u h i l e  a s s e s s ­
ing p r o p e r t i e s .  I t  shou ld  be - emoh a s ised  here t h a t  w h i l e  
d e v e lo p in g  the  d a t a  on r e n t a l ,  l an d  v a lu e  and c o n s t r u c t i o n



c o s t ,  the  v a l u a t i o n  agency w ou ld .have  to  f o l l o w  s t r i c t l y  
p r o v i s i o n s  o f  the r e n t  l e g i s l a t i o n  a f t e r  the  proposed 
amendments have been i n c o r p o r a t e d .  I t . s h o u l d  be made 
o b l i g a t o r y  on the  p a r t  of  the r e n t  c o n t r o l l e r , ,  a l s o  to  
use t h i s  d a t a  w h i l e  f i x i n g  the s t a n d a rd  r e n t .

i i i . A s s e s s in g  a u t h o r i t y

6 . 2 .1 8  As reg a rd s  ac t  un i  ps s e s sm en t , i t  should  be under ­
t ak e n  by the m u n ic ip a l  p e r s o n n e l  o n l y .  The a u t h o r i t y  of 
the  m u n ic ip a l  government shou ld  not be underm ined .  But 
in  v ie w  o f  our o b s e r v a t i o n  t h a t  the a s s e s s in g  p e r s o n n e l  
are i n a d e q u a t e l y  t r a i n e d ,  we su g ges t  t h a t  a s u i t a b l e  
programme of  t r a i n i n g  in  m a t te rs  of v a l u a t i o n  of p r p p e r t i e s  
and a d m i n i s t r a t i o n  o f  the  tax  be drawn up f o r  such p e r ­
s o n n e l .  I t  has been found t h a t  t h e r e  i s  no o n - th e- job  
t r a i n i n g  programmes w i t h i n  the C o r p o r a t i o n ,  and most o f  
the  a s s e s s in g  i n s p e c t o r s  have not been exposed to  the  
i n t r i c a c i e s  o f  p r o p e r t y  v a l u a t i o n .  The i n s p e c to r s  or 
o f f i c e r s  who are supposed to  a s s e s s  p r o p e r t i e s  should  
undergo com prehens ive  t r a i n i n g  at the s t a r t  o f  t h e i r  
a s s ig n m en t .  In  t h i s  c a s e ,  i n s t i t u t i o n s  wh ich  o f f e r  s p e c i a ­
l i s e d  t r a i n i n g  cou rses  in  v a r i o u s  a sp ec ts  o f  p r o p e r t y  
v a l u a t i o n  and tax  a d m i n i s t r a t i o n  may be r e q u e s te d  to  a s s i s t .

b. Change in  the M u n ic ip a l  Act r e l a t i n g  
t o  p r o p e r t y  t ax

6 . 2 . 1 ?  We are co n v in ced  t h a t  the  p r o p e r t y  t ax  can n o t  be 
made a f l e x i b l e  and e l a s t i c  in s t ru m e n t  and i t s  p r o d u c t i v i t y  
canno t  be in c r e a s e d  u n l e s s  the  m in imal  changes in  the  ren t  
c o n t r o l  a c t  t h a t  we have sugqes ted  are c a r r i e d  o u t .  Bu t  
even i f  such a m inor  r e l a x a t i o n  cannot  be b rough t  about ,  
th en  an i n f e r i o r  or l e s s  e f f e c t i v e  a l t e r n a t i v e  would be to



change the  p r o p e r t y  tax  ac t  t o  the  e f f e c t  t h a t  w h i l e  in 
the case of  a l l  p r o p e r t i e s  t o  w h ich  ren t  c on tr  o l  appl ies  , 
the  g e n e ra l  t ax  u i l l  o r i g i n a l l y  be based on the  s tanda rd  
r e n t ,  e v e r y  3/^ y e a r s  the  tax  u i l l  be r e v i s e d  uouard by a 
f r a c t i o n  of the in c r e a s e  in  C P I  and that, the enhanced 
p a r t  o f  t h e  tax  u i l l  be borne by t h e - t e n a n t . .  The same 
p r i n c i p l e  of e s c a l a t i o n  uould ap p ly  t o  owner-occup ied  
p r o p e r t i e s .  Where r e n t  c o n t r o l  dops ne t  app ly  ( i f  
commerc ia l  p r o p e r t i e s  are freed- of rent, c o n t r o l ) ,  market 
r e n t  as de te rm ined  by the com par ison  method would be the  
base .

c . C i r c u i t  b rea ke rs

6 .2 .2 0  When the base o f  the  p r o p e r t y  tax  i s  r e v i t a l i s e d  
on the  p a t t e r n  sugges ted  above,  i t s  re s  p pns i  ve nes s t o  mar- 
met r^n ts  would increase-. U i t h  the  i n c r e a s e  in  p r i c e s ,  
the  tax  base would a u t o m a t i c a l l y  a d ju s t  upwards.  As a 
r e s u l t  the  tax  burden on each c l a s s  of o r p p e r t y  w^uld a l s o  
i n c r e a s e .  The p r o p o s a l s  can be a c c e p t a b l e  o n ly  in  r e s p e c t  
of those  p r o p e r t i e s  wh ich  are ab le  to  earn  adequate income 
d u r in g  th e  p e r io d  o f  i n f l a t i o n  sc  t h a t  tax burden dees not 
c o n s t i t u t e  unduly  h igh p r o p o r t i o n  o f  the  e a rn in g  c a p a c i t y  
of the p r o p e r t y .  T h i s  c a l l s  f o r  r e l i e f  t o  some needy t a x ­
p ay e rs  such as low-income tax  p a y e r s ,  p e n s io n e r s  and o th e r  
r e t i r e d  p e r s o n s ,  widows and a l s o  o w n e r- o ccu p an ts . The 
r e l i e f  may be in  the  form o f  exempt ion  or '’C i r c u i t  B r e a k e r ’1-!- 
r e l i e f  a g a in s t  p r o p e r t y  tax  l i a b i l i t i e s . -  R e l i e f  measures 
t o  h e l □ these  groups of  p r o p e r t y  do e x i s t  in  most o f  the 
m u n i c i p a l i t i e s  in  one form or a n o th e r .  Fo r  exam ple ,  in  
D e l h i ,  p r o p e r t i e s  w i t h  v e ry  low  r a t e a b l e  v a l u e s  are exempted 
from the- t a x .  S i m i l a r l y ,  o r i o r  to  1 980, t h e r e  used t o  be 
a sys tem  of g r a n t i n g  r e l i e f  t o  ow ner-occup a n c y .

u  ^ C i r c u i t  b r e a k e r s ” are  expec ted  to  p ro v id e  payments
t o  t a x p a y e r s  u s u a l l y  i n  the  form of r e l i e f .



6 .2 .2 1  As owner-occupant 's  have not thrown open t h e i r  
s t r u c t u r e s  f o r  e a r n i n g  r e n t s  or p r o f i t s  in  the  m arke t ,  
t h e r e  i s  a case  f o r  l o w e r  tax  burden on them. R e s id e s  
t h i s ,  ano the r  argument in f a v o u r  of  g r a n t i n g  r e ]  i e f  to  
owner-occuD ancy is  t h a t ,  s h e l t e r  be ing  an e s s e n t i a l  
commodity, house ownersh ip  shou ld  be en cou raged .  The 
arguments a g a in s t  g r a n t i n g  such a r e l i e f  can be based
on both t h e o r e t i c a l  and a d m i n i s t r a t i v e  g rounds .  I f  t e n ­
an ts  and owner-occupanta  are t r e a t e d  as consumers of  hous­
ing s e r v i c e s ,  a g iven  p rnpo r t  ion of t h e i r  income shou ld  
be spen t  on i t  . I f  one i s  s t a y i n g  in h is  own house ,  he is  
u t i l i s i n g  the house s e r v i c e  t o  th~ tune o f  p o t e n t i a l  r e n t a l  
o f  t h a t  s t r u c t u r e .  I f  r e b a te  is  g ran ted  to owne r-occup ants 
by which they  are made t o  spend a l o w e r  p r o p o r t i o n  o f  t h e i r  
income on r e n t s ,  i t  would g e n e ra t e  i n t e r - p e r s  ona l  i n e q u i t y .  
Fo r  many o f  the owner-occupants  who ara in  the  h ig h e r  
income g roups ,  t h i s  r e l i e f  may amount t o  be s u b s t a n t i a l .
At t h e  same t ime i t  would a l s o  cause i n e f f i c i e n t  a l l o c a t i c n  
of r e s o u r c e s  as between the  in ve s tm e n ts  in  h o u s in g  f o r  
cpnsumption and in  hous ing  f o r  e a r n in g  r e n t a l  income. On 
a d m i n i s t r a t i v e  grounds, t h i s  schemp m ay not sepm sound because 
i t  anight become a c o n s t a n t  so u rce  o f  revenue l e a k a g e  th rough  
m i s r e p o r t i n g  of f a c t s  about occupancy .

6 . 2 .2 2  The b a s i c  a r g u m e n t  in  f a v o u r  of g r a n t i n g  r e l i e f  to  
some needy t a x p a y e r s  i s  t h a t  s i n c e  they  have not used t h e i r  
s t r u c t u r e s  f o r  e a r n in g  income in  an i n f l a t i o n a r y  m arke t ,  i t  
may riot be r e a so n ab le  t o  impute r i s i n g  r e n t s  t o  them. I t  
shou ld  be made a b u n d a n t ly  c l e a r  t h a t  such a l lo w a n c e s  shou ld  
be l i m i t e d  on ly  to  r e s i d e n t i a l  p r o p e r t i e s  occup ied  by ow­
n e r s .  R e l  i e f  ’shou ld  be g i v e n  in the  form of  r e b a t e  on 
r a t e a b l e  v a l u e ,  'say t o  t h e  e x t e n t  of  25 t o  30 per  c e n t ,
s o ' t h a t  changes in  th e  r a t e  s t r u c t u r e  do not d i s t u r b  the 
e x t e n t  o f  r e l a t i v e  r e l i e f  g i v e n .  The system  of g r a n t i n g  
r e b a t e  on r a t e a b l e  v a lu e  i s  l i k e l y  t o  be more e f f e c t  jve  
as r e l i e f  in  e f f e c t  w i l l  be at the  m arg in a l  r a t e .



d . S e r v i c e  charges

6 . 2 . 2 3  I t  shou ld  be re co g n isn d  t h a t  a l though  s e r v i c e  ch a r ­
ges are • c a l c u l  atod as a g iven  p s r c e  ntaqe o f  the  r a t e a b l e  
v a l u e ,  the  l a t t e r  i s  v iewed on ly  as a proxy f o r  the amount 
of  s e r v i c e s  consumed. I t  may bo a d v i s a b l e  t o  operate- s e r ­
v i c e  charges  independent  o f  r a t e a b l e  v a l u e .  F o r  example ,  
w i t h  the r a p id  i n c r e a s e  in  the metered s u p p ly  of w a t e r ,  i t  
i s  now p o s s ib l e  t o  charge  f o r  w a te r  on the  b a s i s  o f  -actual 
consumption of w a t e r .  A l though such consumpt ion  t a g s  may 
be absen t  in  the case o f  o th e r  m u n i c ip a l  s e r v i c e s  such as 
d r a i n a g e ,  s c a v e n g in g ,  f i r e  p r o t e c t i o n  e t c . ,  one can f i x  
some s ta n d a rd  r a t e  pe r  u n i t  of c a r n e t  a re a  a p p l i c a b l e  t e  
a l l  th e  l p c a l i t i e s  in  the  d i f f e r e n t  zones.

6 . 2 .2 4  The s t a n d a rd  r a t e  f ix e d  p e r  u n i t  of c a r p e t  a re a '  can 
be--determined by exam in ing  the s e r v i c e  charges  l i a b i l i t y  p f  
S P m e  of the r e c e n t l y  c c n s t r u c t e d  and w e l l  d e f in e d  p r o p e r t i e s .  
For example ,  the t p t a l  c a r p e t  a r e a  of an MIG ( S e l f  F i n a n c in g  
Type)- f l a t  comes t o  ap p ro x im a te ly  500 sq .  f t .  The r a t e a b l e  
v a lu e  of such a p r o p e r t y  i s  abput Rs 11 ,000 and t h e  t o t a l  
demand i s  c a l c u l a t e d  t o  be about Rs 2,000 per annum of which 
about Rs 150 i s  on account  o f  s e r v i c e  charges  ( s c a v e n g in g ,  
sewerage and f i r e  t a x e s ) .  On the  b a s i s  o f  t h i s  c a l c u l a t i o n ,  
s e r v i c e  charge  can be imposed at a r a t e  of  about f i f t y  
p a i s e  p e r  s q . f t .  i r r e s p e c t i v e  o f  zones and pld and new 
p r o p e r t i e s .  The assessment departm ent  shou ld  be r e q u i r e d
to work out the s e r v i c e  charges  f o r  some s e l e c t e d  w e l l  
d e f in e d  b u i l d in g s  and e s t a b l i s h  w he th e r  f i f t y  p a i s e  per 
s q . f t .  would be an a p p r o p r i a t e  s t a n d a rd  r a t e  f e r  the  s e r v i c e s  
r ende red  by the C o r p o r a t i o n .  The s tan d a rd  r a t e ,  for- the 
s e r v i c e  charges  may be f i x e d  at  a r a t e  o f  Rs 2/- per  s q . f t .  
in  the  case of com m erc ia l  p r o p e r t i e s .  C h a r i t a b l e  a n d  non­
p r o f  i t  ab le  i n s t i t u t i e n s  shou ld  be t r e a t e d  as ccm m erc ia l



p r o p e r t i e s  f o r  the purpose o f  l ? v y  of s e r v i c e  c h a rg e s ,  0n#3 

the  r a t e  p e r  s q . f t .  i s  f i x e d ,  i t  “n a y  be revised upwards e v e r y  
t h r e e  t o  four y ea rs  by some f r a c t i o n  o f  the  p e r c e n ta g e  i n c r ­
ease  in the consumer p r i c e  index .

6 . 2 .2 5  Tha advantage  of t h i s  sys tem  would l i e  in  th e  f a c t  
t h a t  the  r e n t  c o n t r o l  p r P v i s i o n s  would not be co n s t ? a ih i i n g  
the  growth of c o l l e c t i o n s  due t o  the  s e r v i c e  c h a r g e s .  Se ­
c o n d l y ,  s t r u c t u r e s  cona T u c t e d  a t  d i f f e r e n t  t imes and 
assessed  d i f f e r e n t l y  due to  d i f f e r e n c e s  in  the methods o f  
assessment would no t  be r e q u i r e d  to  pay s i g n i f i c a n t l y  d i f f ­
e r e n t  amounts o f  s e r v i c e  charges  f o r  ro u g h ly  the  same amount 
of s e r v i c e s  consumed. In the proposed scheme-, the demand 
f o r  m u n ic ip a l  s e r v i c e s  is  taken to  i n c r e a s e  p r o p o r t i o n a t e l y  
w i th  the  u sa b le  s o a c e .  I f  i t  i s  found t h a t  the r a t e a b l e  
v a lu e  a l s o  r i s e s  p ro p o r t  i o n a t e l y  w i t h  the u s a b le  s p a c e ,  
then  t h e r e  would be no d i f f e r e n c e  in the  two systems e x cep t  
t h a t  the proposed scheme would be f r e e  of the  r e n t  c o n t r o l  
p r o v i s i o n s .  T h i r d l y ,  we are assuming t h a t  th e  r eq u i rem en t  
of m u n ic ip a l  r e s o u r c e s  per  sq .  f t .  of c a rp e t  a r e a  i s  the  
same f o r  a l l  p r o p e r t i e s  in  the d i f f e r e n t  l o c a l i t i e s  o f  a 
m u n ic ip a l  j u r i s d i c t i o n .

6 .2 .2 6  One of the im po r tan t  l i m i t a t i o n s  of h a v in g  a 
s tan d a rd  r a t e  per  u n i t  of c a r p e t  a r e a  is  t h a t  i t  would 
e n t a i l  h ig h e r  burden on the  p r o p e r t i e s  f a l l i n g  in  the  l o w e s t  
s l a b  and on old p r o p e r t i e s .  One can have two v iew s  h e re .

6 . 2 .2 7  F i r s t l y ,  i t  can be argued t h a t  u n t i l  now old pro ­
p e r t i e s  have been e n jo y i n g  s u b s id y  w h ich  has now been ab­
r u p t l y  w i th d raw n ,  and s e c o n d l y ,  i f  i t  is  agreed- t h a t  a su­
dden s p u r t  in  the  s e r v i c e  charge would cause h a rd s h ip s  to  
the  i n h a b i t a n t s  ofJLdc.i -yalued d w e l l i n g s ,  a lo w e r  s t a n d a rd ,  
r a t e  per  sq ,  f t .  can be f ix e d  u s in g  the  d a t a  from p ro p e r ­
t i e s  c o n s t r u c t e d ,  s a y ,  f i v e  yea rs  ago. As the  burden on



h iq h -u a lu ed  p ro p e r t ie s-  i s  l i k e l y  to  d i m i n i s h ,  i t  i s  wide 
open t o  the c r i t i c i s m  t h a t  i t  uould  v i o l a t e  the c r i t e r i o n  
of  v e r t i c a l  e q u i t y .  The p o in t  t o  be noted here i s  t h a t  
t e s t  of  v e r t i c a l  e q u i t y  shou ld  ap o ly  where the  p r i n c i p l e  of 
a b i l i t y  t o  pay i s  adopted t o  c a l c u l a t e  the  tax l i a b i l i t y .
In  the case of s e r  v i c e  • ch arges , ■ t  ax p ayab le  shou ld  be r e l a ­
ted  t o  the magnitude of consumption o f  c i v i c  s e r v i c e s .

e , Ass essment of v a ca n t  land

5 . 2 . 2 8  T a x a t i o n  of vacan t  land  c a l l s  f o r  r e fo rm  on two 
s c o r e s :

i .  P r o n e r  v a l u a t i o n  of land  at c u r r e n t  market 
pr i c e s  , a n d .

i i .  S e l e c t i o n  of r e a s o n a b le  r a t e  o f  r e t u r n .

6 . 2 .2 9  U i t h  the  c r e a t i o n  of  a v a l u a t i o n  agency ,  i t  may be 
supposed t h a t  i t 'w o u l d  be p o s s ib l e  to  d e te rm in e  the  land  ■ 
v a lu e  more a c c u r a t e l y .  As r eg a rd s  the second p o i n t ,  a r a t e  
of r e t u r n  of 5 o e r  c e n t  as p o s t u l a t e d  in  the DMC Act seems 
t o  be in ad eq u a te ’ because c u r r e n t  y i e l d s  on s a f e  in ve s tm en ts  
are not  l e s s  than  10 p^r  c e n t .  F o r  example,  commerc ia l  
banks c u r r e n t l y  o f f e r  about 11 per  c e n t  i n t e r e s t  on f i x e d  
d e p o s i t s ,  UT1 o f f e r s  a d i v id e n d  of 12 per c e n t  or more,
and d eb en tu re s  of  repu ted  p u b l i c  l i m i t e d  companies y i e l d  
about 14/15 per  c e n t .  Thus ,  i t  may be p rope r  t o  adopt 
a h ig h e r  r a t e  of r e t u r n  (9-10 per  c e n t )  on l a n d .  However ,  
a r a t e  o f  r e t u r n  o f  5 per c e n t  shou ld  be used f o r  the f i r s t  
f i v e  y e a r s  from the  d a te  o f  p u rchase  of land  t o  a l l o w  a 
r e a s o n a b le  o e r io d  o f  t ime f o r  c o n s t r u c t i n g  a s t r u c t u r e  on 
i t .  Adop t ion  o f  a h ig h e r  r a t e  o f  r e t u r n  a f t e r  f i v e  y e a r s ,  
which w i l l  enhance the  tax  burden on the v acan t  l a n d ,  
uou ld  encourage  more e f f i c i e n t  l and  use and a l s o  d i s co u ra g e  
s p e c u l a t i o n  in  l a n d .



Assessment of propsrt . jps of c h a r i t a b l e  and 
n o n - p ro f i t - m ak in g  i n s t i t u t i o n s

6 .-2.30 A cco rd in g  to  S e c t i o n  115 o f  the DMC A c t ,  t o  q u a l i f y  
f o r  exempt ion from the payment o f  g e n e r a l  p r o p e r t y  t a x ,  land 
and b u i l d i n g  or p o r t i o n  of  land  and b u i l d i n g  shou ld  be ex­
c l u s i v e l y  occup ied  and used f o r  p u b l i c  w o rsh ip  or by a 
s o c i e t y  or body f o r  c h a r i t a b l e  n u rp o ses ,  w i t h  a p r o v i s i o n  
t h a t  such a s o c i e t y  or o.;y is  s u p p o r t ' d  f u l l y  or in  p a r t  
by v o l u n t a r y  c o n t r i b u t i o n s ,  a p p l i e s  i t s  p r o f i t s ,  i f  any,  
or any o th e r  income in  p romot inq  i t s  o b j e c t s  and does not  
Day any d i v id e n d  or bonus to i t s  members. C h a r i t a b l e  purpose 
does not i n c lu d e  a purpose which r e l a t e s  e x c l u s i v e l y  t o  
r e l i g i o u s  t e a c h i n g .

6 .2 .3 1  In  p r a c t i c e ,  the  assessment deoa r tm en t  has been 
g r a n t i n g  exemption to  on ly  those  p r o p e r t i e s  wh ich  ,are e x c lu ­
s i v e l y  used fo r  p u b l i c  w o rsh ip  or-where the  s o c i e t y  c o n t r o ­
l l i n g  the o r o p e r t y  i s  suppor ted  by v o l u n t a r y  c o n t r i b u t i o n s .  
V o lu n t a r y  c o n t r i b u t i o n s  shou ld  c o n s t i t u t e  not l e s s  than  10 
p e r  c e n t  o f  t h e t o t a l  annual  income. G ra n t s  from C e n t r a l
and S t a t e  Governments and sem i-government  o r g a n i s a t i o n s  are 
no t  t r e a t e d  as v o l u n t a r y  c o n t r i b u t i o n .  In the  p r o c e s s ,  
academic i n s t i t u t i o n s  which are engaged in  e d u c a t i o n a l  and 
r e s e a r c h  a c t i v i t i e s  and which  are a l so  p a r t l y  su p p p r ted  by 
government g r a n t s  do not q u a l i f y  f o r  exem pt ion .  Uhat  is 
s u r p r i s i n g  i s  t h a t  such  i n s t i t u t i o n s  be ing  n o n - p r o f i t  
e n t i t i e s  are r e c o g n i s e d  c h a r i t a b l e  and are not taxed
under the  Income Ta x A c t .  F u r t h e r ,  th e s e  i n s t i t u t i o n s  are 
taxed  at the tax  r a t e s  a p p l i c a b l e  to  com m erc ia l  p r o o o r t i e s .

6 . 2 .3 2  C h a r i t a b l e  i n s t i t u t i o n s  and o the r  n o n - p r o f i t  
e d u c a t i o n a l  and r e s e a r c h  i n s t i t u t i o n s  canno t  be s a id  . to  have 
t h e  a b i l i t y  to  pay taxes  because t h e i r  p r o o e r t i e s  are  owned



by i n d i v i d u a l s  or c o r p o r a t i o n s  owned by i n d i v i d u a l s .  Hence 
.such i n s t i t u t i o n s  shou ld  be exeunt  from the payment of gene­
r a l  p r o p e r t y  t a x .  How ever , the d e f i n i t i o n  o f  c h a r i t a b l e  
and n o n - p r o f i t  i n s t i t u t i o n s  shou ld  b^ mado c l e a r  and i t  
shou ld  be i n c o r p o r a t e d  in  the OWC A c t .  R e s e a r c h  i n s t i t u t i o n s  
r e c o g n is e d  or suppor ted  by the  Government o f  I n d i a ,  educa­
t i o n a l  i n s t i t u t i o n s  r e c o g n is e d  by D e l h i  A d m in i s t r a t i o n  and 
s o c i a l  and w e l f a r e  ora an is  at ions r e c o g n is e d  by D e l h i  S o c i a l  
W e l f a r e  Board and by s i m i l a r  bod ies  shou ld  be t r e a t e d  as 
h a v in g  c h a r i t a b l e  o b j e c t i v e .

6 . 2 .3 3  As reg a rd s  the s e r v i c e  ch a r q e s , such u n i t s  s h o u ld ,  
however ,  be asked t o  pay at the s t a n d a rd  r a t e  a p p l i c a b l e  t o  
non-res ide nt i a l  p r o p e r t i e s .

g . Market p r i c e  o f  l e a s e - h o ld  and f r e e - h o ld  lan d s

6 . 2 .3 4  I t  may be n e c e s s a r y t o  r e c o g n i s e  t h e  d i f f e r e n c e  
between f r e e - h o ld  and l e a s e - h o ld  i n t e r e s t s  in l a n d .  L ease ­
hold i n t e r e s t  i n v o l v e s  an i n i t i a l  payment of some lump-sum 
amount, about 15 to  20 pe r  c e n t  o f  the market  v a lu e  of l a n d ,  
f o l l o w e d  by a t r a i l -  of  ground r e n t  p a y ab le  in  p e r p e t u i t y .
In  the case  of f r e e - h o l d ,  however ,  the  t o t a l  c o s t  of land  
has to  be pa id  as an i n i t i a l  payment.  F u r t h e r ,  • the owner 
o f  a l e a s e - h o ld  r i g h t  does not e n jo y  the  r i g h t  t o  s e l l
the  p r o p e r t y ,  whereas  the owner of  f r e e - h o l f  lan d  i s  
a u th o r i s e d  to  do so.

6 .2 .3 5  S e c t i o n  6 ( i )  o f  the DRC Act r e q u i r e s  f o r  c a l c u l a ­
t i n g  the s tan d a rd  ren t  the  determ i n a t  ion • of ( i )  r e a s o n a b le  
c o s t  of  c o n s t r u c t i o n ,  and ( i i )  the  market  pr ice- -of- land  .
The concep t  of market p r i c e  o f  land  r e f e r s  t o  the  o r i c e  which 
a w i l l i n g  buyer  w i l l  pay to  a s e l l e r ,  i f  l and  was t o  be out 
t o  s a l e  in  the open m arke t .  Thus ,  the  market p r i c e  of land



does not  mean the p r i c e  or v a lu e  of any r i a h t  such as 
l e a s e - h o ld  r i g h t .

6 .2 .3 6  The r a t i o n a l e  b eh ind  c h a r g in g  the  ground r e n t  on
l e a s e - h o ld  lan d  can be found in th e  f a c t  t h a t  a c g u i r i n g
such land  does not requ ire-  f u l l  payment. S in ce  in such
a case o n ly  a p a r t  of the  market  n r i c e  i s  p a y a b le  i n i t i a l l y ,

i
the  owners might r  p v  n or 3 =-ur some i n t e r e s t  on the amount 
not-d aid t o  the  governm ent .  In a c t u a l  p r a c t i c e ,  ground 
r e n t  has been found  to  be ro u g h ly  eq u a l  t o  the expec ted  
i n t e r e s t  amount on the  unpaid  sums. S i n c e  t h e  f r e e - h o ld  
les.gee- is  charged the  tax  on t h e  b a s i s  o f  the  market 
v a lu e  of l a n d ,  the  l e a s e - h o ld  je s see  shou ld  also- be 
r e q u i r e d  t o  pay the tax  not on the b a s i s  of the  amount 
s p e n t  on a c q u i r i n g  t h a t  land  but on the market p r i c e  of 
t h a t  l a n d .  In  t h i s  way,  the tu o k inds  of i n t e r e s t  in  land  
uou ld  be t r e a t e d  u n i f o r m ly .

h. Measures t o  improve a d m i n i s t r a t i o n  of t h e  tax

6 . 2 .3 7  Under the  proposed s y s te m ,  d a t a  on r e n t s ,  l and  va lu e  
and co s t  of • c o n s t r u c t  ion per  u n i t  of c a r p e t  a r e a  uou ld  be 
d eve loped  by the proposed D e l h i  V a l u a t i o n  Agency  f o r  d i f f e r ­
en t  l o c a l i t i e s .  The t a s k  of t h e  assessment  d ep a r tm en t  would 
be to  o b t a in  d e t a i l e d  i n f o r m a t i o n  about c a r p e t  a r e a ,  number 
of f l o o r s  , na tu re  of occupancy ,  u s e ,  age of the  b u i l d i n g  
e t c .  To s t a r t  u i t h ,  these  i n f o r m a t i o n  may be c o l l e c t e d  
th rough  a sys tem  or f i l i n g  by p r o p e r t y  owners a p r o p e r t y  
r e t u r n  t o  the  assessment, depa r tm en t  e v e r y  y e a r .  A copy
p f  the  p r P p e r t y  r e t u r n  may a l s o  be s e n t  to  the D e l h i  
V a l u a t i o n  Agency,  Those uhc are found to  be d i s t o r t i n g  or  
c o n c e a l i n g  f a c t s  about t h e i r  p r o p e r t i e s  shou ld  be a d e q u a te l y  
p e n a l i s e d .  Non-compl iance s h o u ld  bs d e a l t  u i t h  a p p r o p r i a t e l y .



6 .2 .3 8  The e n t r i e s  in  the  p r o p e r t y  r e t u r n  uou ld  r e q u i r e  
v e r i f i c a t i o n  b e fo r e  the a c t u a l  uork of assessment  b e g in s .  
V e r i f i c a t i o n  o f  the  d e t a i l s  g i v e n  in  the  p r o p e r t y  r e t u r n  
can-be done by sample ch eck s .  A sample of- about 5 per cen t  
o f  t o t a l  p r o p e r t i e s  may be taken up f o r  tho rough  s c r u t i n y  
e v e r y  y e a r .  I f  sample checks  r e v e a l  t h a t  the  r a t e - p a y e r s  
are g e n e r a l l y  engaged in d i s t o r t i n g  f a c t s ,  more r i g o r o u s  
checks  can be c a r r i e d  out under the  s u p e r v i s i o n  o f  s e n io r  
assessment o f F i c e r s .  Once th e  t a s k  o f  deve lopm ent  o f  r e n ­
t a l  d a t a  is  e n t r u s t e d  t o  the  D e l h i  V a l u a t i o n  Agency,  the  
assessment  s t a f f  uou ld  p ro b a b ly  have more t im e  and r e s o u r ­
ces to  v e r i f y  more e f f i c i e n t l y  the  i n f o r m a t io n  f u r n i s h e d
by the  t a x p a y e r s .  I t  may be emphasised here  t h a t  f a c t s  
on which v a l u a t i o n s  have to  be based are c a r p e t  a r e a , u s e ,  
age and l o c a l i t y ,  a l l  o f  w h ich  are s u b j e c t  t o  p h y s i c a l  
v e r i f i c a t i o n .  T h i s  uou ld  reduce  th e  e lem en t  o f  s u b j e c t i v i ­
t y  on the  p a r t  o f  the assessment o f f i c e r s  and would a l s o  
reduce  the e x t e n t  of  d i s p a r i t i e s  in  assessm ent .  As the 
assessment  of p r o p e r t y  would be basnd on d a t a  s u p p l i e d  by 
the  D e l h i  V a l u a t i o n  Agency ,  t h e  problem of unde rassessm ent  
o f  p r o p e r t i e s  i s  expec ted  t o  be reduced c o n s i d e r a b l y .

6 . 2 . 3 9  In o rd e r  t o  s t r e a m l i n e  th e  v a r i o u s  . a s p e c t s  o f  
p r o p e r t y  tax  a d m i n i s t r a t i o n ,  the  s i g n i f i c a n c e  o f  computer ­
i s i n g  d a t a  need not be em phas ised .  In  the  proposed sys tem ,  
t h e  r a t e a b l e  v a lu e  i s  s u b j e c t  t o  r e v i s i o n  by some f ix e d  
p e rc en tag e  of the  p r i c e  index e v e r y  3/4 y e a r s .  Uhen the  
d a t a  are p r e s e r v e d  in  the computer ,  not  o n ly  the work o f  
assessment  but a l s o  reassessm en t  o f  p r o p e r t i e s  can p o s s i b l y  
be done more e f f i c i e n t l y .  Improvement in  the re co rd  keep ing  
p r a c t i c e s  in  the assessment  departm ent  can a l s o  be e f f e c t e d  
w i t h  c o m p u t e r i s a t i o n .



i  • Reform of appe11 at a pr dq 9 d ure

6 .2 .4 0  Under the  e x i s t i n g  s y s te m ,  o b j e c t i o n s  can be r a i s e d  
aga inst-  proposed assessments  and ' n °u  assess  me nts " u i t h  in  the 
C o r p o r a t i o n  -under S e c t i o n s  124 and 126 of the 0 PC A c t .  Ob­
j e c t i o n s  are heard  by an. appo in ted  p r i n c i p a l  i n v e s t  i q a to r  
who i s : one of the  m i d c l e - l e v e l / s e n i o r  o f f i c e r s  of  the a s s e s s ­
ment d ep a r tm en t .  Hence, the e x i s t i n g  sys tem  of h e a r in g  

*
o b je c t io n s ,  w i t h i n  the departm ent  canno t  be c o n s id e r e d :  as an 
a p p e l l a t e  p ro ced u re  f o r  the  p r i n c i n a r  r e a so n  t h a t  o b j e c t i o n s  
are: not heard by e x p e r t s  in  p r o p e r t y  v a l u a t i o n  and l e g a l  
m a t t e r s .

6.2.41- Thus ,  t h e r e  : i s  a s t ro n g  case  f o r  c r e a t i o n  of'  a 
s y s t e m a t i c  a p p e l l a t e  p rocedure  w i t h i n  the d e p a r tm e n t .  So 
f a r  as o b j e c t i o n s  under S e c t i o n  124 of the Act. are co nce rned ,  
no changes in the p r e s e n t  p r a c t i c e  may be r e q u i r e d  as i t  is  
a p r e l i m i n a r y  e x e r c i s e  u h ich  the departm ent  has t o  do be fo re  
f i n a l i s i n g  an assessm ent  f o r  the  f o l l o u i n g  f i n a n c i a l  y e a r .  
H o yeve r ,  o b j e c t i o n s  f i l e d  under S e c t i o n  126 of the  Act may 
have t o  be d e a l t  u i t h  more e f f e c t ,  i v ^ l y « T h i s  may r e q u i r e  
some amendment in  the  M u n ic ip a l  Act a l s o ,

6 .2 ,4 2  I t  may be w o r th w h i l e  t o  have - a- tu o - t  i e r  a p p e l l a t e  
p ro c e d u re .  At the  f i r s t  t i e r ,  there, shou ld  be a  committee 
headed by an a s s i s t a n t  com m iss ioner  ( a p p e a l s )  . O the r  members 
of the committee co u ld  be p r o p e r t y  v a l u a t i o n  and l e g a l  
e x p e r t s  I  and a . c h a r t e r e d  a c c o u n ta n t .  The. second t ier-  c o u ld  
compr ise  an a p p e l l a t e  t r i b u n a l  headed by a deputy  commission­
e r  ( a p p e a l s ) .  Other  members may have the  same or s im- i lar  
q u a l i f i c a t i o n s  a s  those  at  the  f i r s t  t i e r .  A sugges t  ion wor­
th  c o n s id e r i n g  i s  th a t  th^ e x p e r t  in  p rpnpr t y  v a l u a t i o n  may 
be drawn from the  D e l h i  V a l u a t i o n  Agency.



6 .2 .4 3  These a p p e l l a t e  a u t h o r i t i e s  may br appo in ted  by the 
l o c a l  bod ies  and they  shou ld  be independen t  in  the  e x e r c i s e  
o f  t h e i r  j u d i c i a l  f u n c t io n s ' .  The d e c i s i o n  o f  the t r i b u n a l  
w i l l  be f i n a l  on p o in t s  o f  f a c t .  On p o in t s  of l a w ,  however ,  
o rder  of the a p p e l l  ate • t r ib u n a l  may be c h a l l e n g e d  in  the 
D e l h i  High C o u r t .  It. may be made e x p l i c i t  t h a t  no s u i t s
or w r i t  p e t i t i o n s  can be f i l e d  in  the c i v i l  c o u r t s ,  and the 
n e ce ssa ry  amendments to  S e c t i o n s  169 and 170 of the  Di'C 
Act t o  t h i s  e f f e c t  shou ld  be c a r r i e d  ou t .

6 . 2 . 4 4  I t  i s  a l s o  im po r tan t  t o  note t h a t  on ly  h ig h - v a lu e  
p r p p e r t y  owners have taken  r e s o r t  t o  f i l i n g  c i v i l  s u i t s  or 
w r i t  p e t i t i o n s . -  One o f  the p ro bab le  reasons- cou ld  be to  
f o r e s t a l l  any move of the assessment department  t o  c o l l e c t  
the  t a x ,  e n a b l in g  the  owners tp save  the  amount of  i n t e r e s t  
on the tax  demand f o r  the  p e r io d  u n t i l  c o u r t  c a ses  are 
f i n a l i s e d .  As in  the  case of income tax ,  i t  may be n e ce s s a r y  
in  the case  o f  p r o p e r t y  tax  a l s o  to  have a sys tem  o f  cha rg ing  
i n t e r e s t ,  s a y ,  at  the r a t e  o f  12 per cen t  per  annum f o r  the  
p e r io d  s t a r t i n g  from the o r i g i n a l  -date of tax payment -as 
mentioned in  the  tax demand b i l l - t o  the date  when the- payment 
i s  a c t u a l l y  made. I f ,  however ,  a p art, - of the  tax  demand has 
been -deposited in  accordance  w i th  in s t r u c t i o n s  by th e  c o u r t s ,  
i n t e r e s t  would be ch a rg e a b le  o n ly  on th^ b a l a n c e .

j . Reform o f  the r a t e  s t r u c t u r e

6 . 2 . 4 5  In  the  proposed sys tem ,  i t  w i l l  be seen t h a t  r e n t  
c o n t r o l  is  proposed to  be r e l a x e d  t o  take  i n t o  account  the 
t r e n d s  in  the market r e n t .  When r e n t  c o n t r o l  i s  r e l a x e d ,  
the  c o n t r o l l e d  r e n t s  are r e v i s e d  p e r i o d i c a l l y ,  assessments  
are done p r o p e r l y  and r e v i s i o n s  of assessments  are a l s o  
c a r r i e d  o u t ,  the r a t e  of the tax shou ld  be much lo w e r  t o  keep



thp burden mod nr a t e .  The tu o  v i t a l  q u es t io n s  which a r i s e  
a m :  ( i )  what the l e v ^ l  o f  r a t e s  should be and ( i i )  whether
p r o p e r t y  tax ( he r e ? qe ne r al p r o p e r t y  t ax )  shou ld  at  a l l  be 
p r o g r e s s i v e .

6 .2 .4 6  I t  w i l l  be a p p r o p r i a t e  t o  d ea l  w i th  th e  second
q u e s t io n  f i r s t .  Th e re  can be two basts- for  an e q u i t a b l e  
d i s t r i b u t i o n  of tax burden - thn  b e n e f i t  b a s i s  and the 
a b i l i t y  t o  pay b a s i s .  In  the c o n te x t  of p r o p e r t y  t a x ,  i t
i s  w id e l y  r e c o g n is e d  t h a t  i t  cannot be c l o s e l y  r e l a t e d  t o
e i t h e r . t h e  a b i l i t y  t o  pay or t o  the b e n e f i t s  r e c e i v e d  from 
the  s e r v i c e s  i t  s u p p o r t s .  I t  se'-ms more p l a u s i b l e  t o  
combine t h r two approaches  as the  concent  o f  the  a b i l i t y  t o  
pay is  vague and the  measurement of b e n e f i t  i s  a d i f f i c u l t  
p r e p o s i t i o n .  The p r o p e r t y  tax  i s  a l e v y  on the  r a t e a b l e  
v a lu e  of a p r o p e r t y .  The l a t t e r  i s  t ak en  t o  r e p r e s e n t
the  a b i l i t y  t o  pay of  i n d i v i d u a l s  or qroup o f  i n d i v i d u a l s  
who own a p r o p e r t y .  But at the  same t i m e ,  i t  i s  supposed 
t o  ac t  as a proxy f o r  th e  consumption  o f  c i v i c  s e r v i c e s .
Uhere  such a proxy i s  a v a i l a b l e ,  such  as in  the supci ly  of
w a t e r ,  the  r a t e a b l e  v a lu e  i s  not used t o  r e p r e s e n t  the
q u a n t i t y  of w a te r  consumed. In the absence of such a 
s u r r o g a t e  j.n the case  of  most ' of the m u n ic ip a l  s e r v i c e s ,  
the  r a t e a b l e  v a lu e  co n t in u e s  t o  r e p r e s e n t  the  s e r v i c e  
consumpt ion  l e v e l s .

6 .2 .4 7  In our o p in io n ,  the s e r v i c e  charges  sh o u ld  be 
l e v i e d  on c a r p e t  a r e a  b a s i s  because the consumption or 
use of m u n ic ip a l  s e r v i c e s  can be taken  to  r i s e  w i t h  the  
c a r p e t  a r e a .  As r e g a rd s  the g e n e r a l  p r p p e r t y  t a x ,  p ro ­
g r e s s i v e  r a t e s  may be i n s t i t u t e d .  The r a t e  o f  tax  may
r i s e  w i t h  p r o p e r t y  v a l u e s .  T h i s  i s  based on two a ssum pt ions :
( i )  the h ig h e r  the  p r o o e r t y  v a l u e ,  the  h ig h e r  would be 
inccme from p r o p e r t y ,  and ( i i )  m a rg in a l  u t i l i t y  pf income



d ec l in e s  as income i n c r e a s e s .  The o b j e c t i v e  behind pro ­
g r e s s i v e  r a t e s  i s  based on the a b i l i t y  t o  pay of the  land-r 
l o r d s ,  a l though  the e n t i r e  p r o p e r t y  t a x  is  not a lways  bor­
ne by the l a n d l o r d s .  Uho bears  the  in c id e n c e  o f  the  p ro ­
p e r t y  t ax  i s  a h i g h l y  c o n t r o v e r s i a l  i s s u e  ( f o r  a d i s c u s s i o n  
of the t h e o r e t i c a l  and e m p i r i c a l  i s s u e s ,  see  N I P F P ,  1981) .  
W h i l e ,  the  i n c id e n c e  is  borne by l a n d l o r d s  in  the  case o f  
owner-occup ied  p r o p e r t i e s ,  in  the, case of t en an ted  p rope r ­
t i e s  and p r o p e r t i e s  under commerc ia l  u s e ,  t h e r e  i s  a s t r o n g  
p o s s i b i l i t y  o f  s h i f t i n g  of the  tax  to  the t e n a n t s  o f
r e s i d e n t i a l  p r o p e r t i e s ,  in  the  fo rm er  c a se ,  and t o  the
consumers of the  p ro d u c ts  of th^ f i rm  u s in g  the  taxed  p re ­
m ises ,  in  the l a t t e r  c a s e .  I t  may be q u i t e  1 i k e l y  - that- a
good p a r t  o f  the tax i s  passed on to  the t e n a n t s  even i f
r e n t  c o n t r o l  e x i s t s .

6 .2 .4 6  Uhen t h e  tax  i s  l i k e l y  to  be s h i f t e d  in  fu l l -  or 
in  p a r t ,  i t  may not be p o s s ib l e  to  d i s t r i b u t e  th e  tax  
burden a c c o rd in g  to  the a b i l i t y  t o  pay of th e  l a n d l o r d s .  
Because of  the p o s s i b i l i t y  o f  tax  s h i f t i n g  the  o b j e c t  i ve  
of p r o g r e s s i v e  d i s t r i b u t i o n  o f  the  tax  burden may no t  be 
a c h i e v e d .  I f  the  t e n a n t s  o f  r e s i d e n t i a l  houses are not 
fnurnd , t o  be r i c h e r  than  the  l a n d l o r d s ,  the  p o s s i b i l i t y  of 
t a x  ‘s h i f t i n g  may in c r e a s e  the  tax  r e g r e s s i v i t y ,  Another  
rea son  f o r  an i n c r e a s e  in  the r e g r e s s  i v i t y  of  the tax  i s  
t h a t  owners of  b ig g e r  h o l d i n g s ,  who a l s o  be long t o  higher- 
income c l a s s ,  would have g r e a t e r  a b i l i t y  t o  w i t h h o ld  t h e i r  
houses t i l l  they  get  h ig h e r  r e n t s ,  whereas owners o f  s m a l l  
houses may not have the c a p a c i t y  t o w  a i t  as income from 
r e n t  may c o n s t i t u t e  one o f  the  im p o r tan t  s o u r ce s  o f  funds 
t o  them* F u r t h e r ,  t e n a n t s  of  s m a l l  h o ld in g s  may not be 
as w e l l - o f f  as t o  pay h ig h e r  r e n t s  which in c lu d e  a p o r t i o n  
of  the p r o p e r t y  t a x .  T h i s  shows t h a t  b ig g e r  l a n d l o r d s  
are presumab ly  in  a b e t t e r  p o s i t i o n  t o  s h i f t  the p r o p e r t y



tax  than  tfiose l a n d l o r d s  who cun s m a l l  houses .  As r eg a rd s  
t h e  o v e r a l l  i n c id e n c e  of the s h i f t a b l e  p r o p e r t y  tax  on 
commerc ia l  p r o p e r t i e s ,  i t  may be' t a k e n  to  be r e g r e s s i v e .
In  the absence o f  r e l e v a n t  i n f o r m a t i o n ,  i t  i s ,  h o u e v e r ,  
e x t r e m e ly  d i f f i c u l t  t o  judge w he th e r  the  p o s s i b i l i t y  of tax 
s h i f t i n g  uould i n c r e a s e  or d e c r e a s e  the  tax pr og ress  i v  i t y . 
Houever ,  i t  i s  q u i t e  c l e a r  t h a t  i f  the  tax  i s  l i k e l y  t o  be 
s h i f t e d ,  the  r a t e  of r e t u r n  on in v e s tm e n ts  in  t en an ted  and 
com m erc ia l  p ro p e r t ie s  may not be a f f e c t e d  c o n s i d e r a b l y  be­
cause of the  p r o p e r t y  t a x .

6 . 2 .4 9  Whether  the tax  is  s h i f t e d  to  the consumers o f  
hous ing  s e r v i c e s  or i t  s t a y s  u i t h  p r o p e r t y  owners ,  the  tax  
r a t e s  shou ld  be m odera te .  A moderate r a t e  is  j u s t i f i e d  on 
grounds of both e q u i t y  and e f f i c i e n c y .  M o reove r ,  the i n c i ­
dence of p r o p e r t y  tax  shou ld  not be d i s c u s s e d  i n  i s o l a t i o n  
as th e re  are o th e r  taxes  such as income t a x ,  u e a l t h  tax  
e t c . ,  u h ich  a l s o  f a l l  on the  same p r o p e r t y  and t h e r e b y  
a f f e c t  the r e t u r n  on hous ing  in v e s tm e n t .  R e tu rn s  on i n v e s t ­
ment in  hous ing  may v a r y  from one type  of hous ing  t o  an o th e r .  
A feu e s t im a t e s  u h i c h  th row  l i g h t  on the  r e t u r n  on housing 
in ve s tm e n t  in D e l h i  are a v a i l a b l e  (NRO, 1957-5G and 1 968; 
NCAER, 1967, D a t t a ,  1968 ) .  The e s t im a t e s  va ry  between 
10.48 per cen t  and 13.85 per  c e n t .  D e p r e c i a t i o n  and the  
e x i s t e n c e  of o th e r  t a x e s ,  h o u e ve r ,  wculd reduce t h i s  
s u b s t a n t i a l l y .  For  i n s t a n c e ,  i f  a s e l f - f i n a n c i n g  f l a t  
i n  West D e l h i ,  u h ich  co s t s  about Rs 1.25 l a k h ,  - i s  l e t  out 
f o r  r e s i d e n t i a l  pu rp oses ,  i t  would f e t c h  a r en t  of about 
Rs 900-1000 p e r .m o n th .  The net r a t e  o f  r e t u r n  i n - t h i s  case 
cannot  exceed 7-8 per  c e n t .  I f  ue a c c e p t  the  f a c t  t h a t  
t h e r e  is  c o n s id e r a b l e  amount of b la ck  money i n v o l v e d  in  the 
hous ing  s e c t o r ,  the  r a t e  of r e t u r n  on hous ing  uou ld  p ro b a b ly  
be reduced c o n s i d e r a b l y .



6 .2 .5 0  I f  these- 'r  a te s  are comoared w i th  the r a t e s  on 
a l t e r n a t i v e  avenues f o r  in ves tm en t  as d i s c u s s e d  e a r l i e r ,  
f o r  i n s t a n c e ,  f ix e d  d e p o s i t s  w i th  banks ,  U n i t s  o f  U T I ,  
deben tu re s  of p u b l i c  l i m i t e d  cTr inan ies  e t c . ,  the  r e t u r n  
on housing in ve s tm e n t  is  not h ig h .  Although the  r a t e
of  c a p i t a l  a p p r e c i a t i o n  has been p ro bab ly  the  most r a p id  
in the hous ing  s e c t o r ,  the  b e n e f i t s  of c a p i t a l  ga ins  can 
be reaped on ly  when p r o p e r t i e s  are s o ld .  In the case  of 
oune r-occup  ied p r o p e r t i e s ,  the s i g n i f i c a n c e  of c a p i t a l  
g a ins  is of l i t t l e  c o n s i d e r a t i o n .

6 .2 .5 1  Keep ing  in  v iew  the  l e v e l  of y i e l d  on housing 
i n v e s tm e n t ,  i t  may not be a d v i s a b l e  t o  keep the  tax  r a t e s  
at t h e i r  p r e s e n t  l e v e l .  R a te s  shou ld  not  be more than
20 per  c e n t  of  the  r a t e a b l e  v a l u e s ,  p a r t i c u l a r l y  uhen the 
r a t e a b l e  v a lu e s  are to  be assessed  p r o p e r l y .  Ue f e e l  t h a t  
the  g e n e r a l  p r o p e r t y  tax  shou ld  bn f ix e d  a t  10 per  cen t  
f o r  r a t e a b l e  v a lu e s  upto Rs 25 ,000 ;  12 per  c e n t  f o r  r a t e ­
ab le  v a lu e s  ex ceed in g  Rs 50,000 and upto  Rs 75 ,000 ,  17 
per  c e n t  f o r  r a t e a b l e  v a lu e s  ex c e e d in g  Rs 75,000 and upto  
Rs 1 la k h  and 20 per  cent  f o r  r a t e a b l e  v a lu e s  ex ceed in g  
Rs 1 l a k h .  I t  is  not n e c e s s a r y  to f i x  h ig h e r  r a t e s  f o r  
n on—res  id e nt i  a l  p r o p e r t i e s  as the  h ig h e r  v a lu e s  of such 
p r o p e r t i e s  uou ld  a l r e a d y  be ca p tu red  in t h e i r  r a t e a b l e  
v a l u e s .  F i n a l l y ,  there ,  i s  no r a t i o n a l e  f o r  h a v in g  t h r e e  
independen t  r a t e  s t r u c t u r e s  f o r  the t h r e e  l o c a l  bod ies  
of  the Union T e r r i t o r y  of D e l h i .  Ue recommend t h a t  the 
sys tem  of v a l u a t i o n  and r a t e  s t r u c t u r e  shou ld  be i d e n t i c a l  
in  a l l  the  t h r e e  l o c a l  b o d ie s .



V I I .  SU G A R Y  OF CONCLUSIONS AND 
RECOMMEND AT IONS

7.1 The s ta n d a rd  of c i v i c  s e r v i c e s  judged by the l e v e l  
of  per  c a p i t a  revenue  e x p e n d i t u r e  has been found t o  have 
d e t e r i o r a t e d  over  t ime in  the  Union T e r r i t o r y  of D e l h i .  
Uhereas  a number of s o c io - ec o n o m ic  and a d m i n i s t r a t i v e  
f a c t o r s  c o n t r i b u t e  to  the s t a n d a rd  of  c i v i c  s e r v i c e s  in  
the  m e t r o p o l i t a n  r e g i o n s ,  the  a v a i l a b i l i t y  of funds p l a y s  

a c r u c i a l  r o l e  in  t h e i r  p r o v i s i o n .  When one c o n s id e r s  the 
revenue so u rce s  upon uh ich  the  g rou th  of urban  spend ing  
must depend, the p r o p e r t y  t ax  being the m a in s tay  of l o c a l  
f i n a n c e s  must bea r  a l a r g e  s h a re  of the  l o a d .

(C h a p te r  I I )

7 .2  The p r o p e r t y  tax  in  D e l h i  has grown from Rs 2 .54 
c ro r e  in  1 961-62 t o  Rs 24.81 c r o r e  in 1981-82, r e g i s t e r i n g  
an annual  compound g rou th  r a t e  o f  r o u g h l y  13 per  c e n t .  As 
r eg a rd s  the  l e v e l  of the y i e l d  of the  p r o p e r t y  tax  both at 
c u r r e n t  and at  c o n s t a n t  (1 960) n r i c e s ,  D e l h i  comes second 
among the f o u r  c o r p o r a t i o n s  compared, name ly ,  D e l h i ,  Bombay, 
C a l c u t t a ,  Madras. In s p i t e  of i t s  r a n k in g ,  h o u e ve r ,  the 
y i e l d  of p r o p e r t y  tax  in  D e l h i  i s  f a r  be lou  than  t h a t  in  
Bombay., As o f  1 977-78, the  p e r  c a p i t a  p r o p e r t y  tax in  
D e l h i  uas o n ly  Rs 28.8 as a g a in s t  Rs 115.3 in Bombay. But 
in  1 981-82, i t  uas a lmost  eq u a l  t o  t h a t  in  Madras and h ig h e r  
than  in C a l c u t t a  (1 977-78 ) .



7.3  D e l h i  i s  shown to h3vn axn^r innnad  the h ig h e s t  r a t e  
of g rou th  of  p o p u l a t i o n  and o f  t o t a l  assessed  v a l u e ,  and the  
second h ig h e s t  g rou th  r a t e  of- number of p r o p e r t i e s  a sse ssed .  
But the  g rou th  r a t e  o f  per c a n i t a  p r o p e r t y . tax  of D e l h i
(8 .0 3  per  c e n t )  has been lo w e r  than in  B a n g a lo re  and in  
Madras;  the  g rou th  r a t e  o f  p r o p e r t y  tax  per h o ld in g  in  D e l h i  
has been lo w e r  than  th a t  in  Bombay and M adras . .  P r o p e r t y  tax 
per  h o ld in g  in  D e l h i  uas on ly  Rs 454.3 in  1 981-82, as. a g a in s t  
Rs 744.2 in  C a l c u t t a  and Rs 4163.6 in  Bombay ( i n  1977-78) 
and Rs 839.9 in  Madras ( i n  19 76-77 ) .  I t  can be i n f e r r e d  
t h a t  Bombay and Madras have been ab le  t o  i n c r e a s e  p ro p e r t y  
t ax  per h o ld in g  l a r g e l y  on the b a s i s  of old p r o p e r t i e s  and 
not u i t h  any s i g n i f i c a n t  a d d i t i o n s  to  the  s t o c k  of hous ing ,  
u h e reas  D e l h i ,  in  s p i t e  of c o n s id e r a b l e  a d d i t i o n a l  c o n s t r u c ­
t i o n  u i t h  i n c r e a s i n g  r a t e a b l e  v a l u e s ,  has not  been ab le  to  
match Bombay and Madras in  t h i s  r e g a r d .

( P d r a  4 .2 .3 )

7 .4  The buoyancy of p r o p e r t y  t a x  in  D e l h i  i s  h ig h e r  
th an  in  the  o th e r  c i t i e s  t a k e n  f o r  com par ison .  For  NDMC 
the  c o e f f i c i e n t  is  v e r y  high ( 1 . 6 ) .  The per fo rm ance  of 
D e l h i  in  r e l a t i o n  to  the g rou th  of  income can be s a id  to  be 
d e c i d e d l y  b e t t e r  than t h a t  of the  o ther  c i t i e s ,  a l though  
taken- by i t s e l f -  a buoyancy c o e f f i c i e n t  of 1*02 shous t h a t  
property- tax  re ven u e  i s  j u s t  keep ing  pace u i t h  the  g rou th  
in  income. The buoyancy of p r o p e r t y  tax  w i th  r e s p e c t  to  
co s t  of c o n s t r u c t i o n  in D e l h i  i s  seen to  be l o w e r  than  in 
Bombay and Madras.



7 .5  I t  i s  seen th ^ t  the  e l a s t  i c i t y  of ■ p r o p e r t y  ■ tax  
c o l l e c t i o n  u i t h  r e s p e c t  to  tax demand i s  nea r  u n i t y  in  
D e l h i  and t h a t  the  e l a s t i c i t y  o f  r a t e a b l e  v a lu e  to  co s t  of 
c o n s t r u c t i o n  (w h ich  i s  t a k e n  as a proxy f o r  annua l  v a lu e )  
i s  n e a r l y  1 .2 .  However ,  tax  demand seems to be i n e l a s t i c  
w i t h  r e s p e c t  to r a t e a b l e  v a l u e .  T h i s  i s  s u r p r i s i n g  because 
the  t a x  s t r u c t u r e  be ing  p rogres  s i v e , the c o e f f i c i e n t  of 
e l a s t i c i t y  is  expec ted  to  be h ig h e r  than  one. Anyway, g iven  
the  d a t a ,  i t  can be s t a t e d  t h a t  i n e l a s t i c i t y  o f  the p r o p e r t y  
t ax  c o l l e c t i o n s  w i th  r e s p e c t  t o  c a s t  of c o n s t r u c t i o n  and 
u i t h  r e s p e c t  t o  income i s  to  be l a r g e l y  e x p la in e d  by the l e s s  
than  p r o p e r t  io n a te  g rowth  of tax  demand u i t h  r e s p e c t  to  
r a t e a b l e  v a l u e .

( P a r a  4 . 3 . 6 )

7.6 I t  i s  im p o r tan t  t o  note t h a t  in  D e l h i ,  e l a s t i c i t y  
of r a t e a b l e  v a lu e  u i t h  r e s p e c t  to co s t  of c o n s t r u c t i o n  i s  
1 . 1 ?  but i t  i s  l e s s  than  u n i t y  (0 .7 1 )  uhen co m p u ta t io n
i s  made u s in g  r a t e a b l e  v a lu e  per  h o ld in g .  T h i s  shows t h a t  
D e l h i  has e x p e r ie n ce d  a h ig h e r  g ro u th  r a t e  in  number of  
p r o p e r t i e s  ' a s s e s se d .  But  the  r e l a t i v e l y  high e l a s t i c i t y  of  
t ax  c o l l e c t i o n s  to r a t e a b l e  v a lu e s  has more than compensated 
f o r  the low  e l a s t i c i t y  of r a t e a b l e  v a lu e  p e r  h o ld in g  in  a l l  
th e  c i t i e s  o t h e r  than  D e l h i .  A l though  r a t e a b l e  v a lu e s  have 
grown f a s t e r  in D e l h i  than  e l s e w h e r e ,  p r o p e r t y  t a x  c o l l e c ­
t i o n s  cou ld  not r i s e  p r o p o r t i o n a t e l y  i n  the fo rm er .

( P a r a  4 . 3 .7 )

7 .7  I t  i s  found t h a t  t h e  e l a s t i c i t y  of t o t a l  c o l l e c ­
t i o n s  u i t h  r e s p e c t  to  t o t a l  demand i s  s l i g h t l y  h ig h e r  than 
1 f o r  D e l h i  ( ^CI?) . I t  i s  on ly  the a r r e a r  c o l l e c t i o n s  t h a t



are f a l l i n g  behind a r r e a r  demand. I t  may bs i n f e r r e d  t h a t  
the  t r e n d  is  fo r  a g r e a t e r  p r o p n r t i o n  of current ,  demand to  
be c o l l e c t e d ,  w h i l e  the p r o p o r t i o n  of t o t a l  demand c o l l e c t e d  
has tended t o  rem a in  c o n s t a n t .  The g e n e r a l  p i c t u r e  t h a t  
emerges i s  t h a t  between 55 and 65 per  c e n t  o f  the  t o t a l  
demand is  be ing  c o l l e c t e d  in "CD and DCB in  r e s p e c t  of 
p r i v a t e  • pr53DE?rt iss, whereas NDMC has been ab le  to c o l l e c t  
on ly  between 15 and 30 per c e n t .  I t  i s  s u r p r i s i n g  th a t  even 
tax  demand r a i s e d  a g a in s t  government p r o p e r t i e s  has not 
been c o l l e c t e d  f u l l y .

( P a r  a 4 .3 .8 )

7 .8  Among the  f a c t o r s  a d v e r s e l y  a f f e c t i n g  the growth
o f  r a t e a b l e  v a l u e s ,  the  major ones have been i d e n t i f i e d  as
( i )  the  c o n s t r a i n i n g  impact  o f  r e n t  c o n t r o l  l e g i s l a t i o n ,
( i i )  im p e r f e c t i o n s  in  the  r e a l  e s t a t e  and r e n t a l  markets
in  the  form o f  s u p p r e s s io n  of t r u e  -Tents, r e c e i p t  of s a l a m i ,  
payment of ad van ces ,  e t c . ,  ( i i i )  the  l a c k  o f  a c l e a r l y  l a i d  
down as ses sment- code of assessment norms wh ich  o f t e n  le a d s  
t o  d i s c r e t i o n a r y  assessment  and g i v e s  scope f o r  undue 
l e n i e n c y ,  and ( i v )  th e  l a c k  of p r o v i s i o n  for- p e r i o d i c  
r e a s s e s s m e n t s .  Of t h e s e ,  at  p r e s e n t ,  the  d e p r e s s in g  e f f e c t  
o f  the r e n t  , c o n t r o l  1 a u , subsequen t  t o  the Supreme Cour t  
d e c i s i o n ,  i s  p ro b a b ly  the  most im p o r t a n t .  But i t  i s  not 
t o  be assumed t h a t  once rent, c o n t r o l  i s  r e l a x e d ,  r a t e a b l e  
v a lu e s  would move c l o s e l y  w i th  market  t r e n d s .  The o th e r  
f a c t o r s  mentioned above would th en  a c q u i r e  g r e a t e r  s i g n i ­
f i c a n c e . Even  as i t  i s ,  i t  has been seen t h a t  d i s p a r i t i e s  
in  the  assessment  of s i m i l a r  p r o p e r t i e s  have been found 
t o  e x i s t  not o n ly  a c ro ss  l o c a l i t i e s  but a l s o  w i t h i n  the  same 
l o c a l i t y  fo r  which ren t  c o n t r o l  l e g i s l a t i o n  cannot  be he ld 
r e s p o n s i b l e .



7 .9  High and p r o g r e s s i v e  r a t e s  have been in  e x i s t e n c e  
in  the  PC3 f o r  t e n  yea rs  now. These have not compensated ,  
and can n o t  be expec ted  to  compensate ,  f o r  t a r d y  growth
in  r a t e a b l e  v a l u e s .  U i t h  th e s e  p r o g r e s s i v e  r a t e s ,  p r o p e r t y  
t ax  revenue  should have been q u i t e  buoyan t ,  w h ich  has ne t  
been the  case .  A co m b in a t io n  of a broad and growing  base 
with- more moderate r a t e s  would y i e l d  b e t t e r  r e s u l t s  in  
terms of  both e q u i t y  arid revenue  p roduct  i v i t y .

( P a r a  5 .7 .2 )

7.10 There  has been c o n s id e r a b l e  d i s c u s s i o n  of  the 
advan tages  and d i s a d v a n t a g e s  of adop t ing  a l t e r n a t i v e  bases 
f o r  l e v y i n g  the p r o p e r t y  t a x .  A d m i n i s t r a t i v e l y  • th e re  would 
be the  same or s i m i l a r  problems in  d e t e rm in in g  the  c a p i t a l  
v a l u e .  I t  would ,  t h e r e f o r e ,  be p r e f e r a b l e  t o  co n t in u e  w i t h  
th e  e x i s t i n g  base o f  the t a x ,  v i z . .  r e n t a l  v a l u e .

( P a r a  6 . 2 . 1 )

7.11 The m u n ic ip a l  l e v y  on p r o p e r t y  can be looked  upon 
as a tax  or as a s e r v i c e  or u se r  ch a rg e .  I t  i s  bes t  t o  
r eg a rd  the  l e v y  on p r o p e r t y  as c o n s i s t i n g  of two components; 
a t ax  component and a s e r v i c e  charge component.  The fo rm er  
shou ld  be r e l a t e d  t o  the  co s t  of  p r o v i d i n g  c e r t a i n  s e r v i c e s  
l i k e  w a te r  s u p p l y ,  s ew e rag e ,  f i r e  p r o t e c t i o n ,  e t c . ,  and 
shou ld  be imposed at a f l a t  r a t e .

( P a r a  6 . 2 , 2 )

7.12 The r e fo rm  measures r e l a t i n g  to  the measurement of  
tax  base can be grouped under two broad c a t e g o r i e s ?  measures 
t o  m i t i g a t e  l e g a l  c o n s t r a i n t s  and s tepe  t o  improve assessment 
p ro ced u re s  and p r a c t i c e s .



7.13 Keeping in  v iew.the- imba lance between demand
and s u p p ly  of hous ing  accommodation in  the urban  a r e a s ,
i t  may. not be p o s s ib l e  t o  s c r a p  the  r e n t  l e g i s l a t i o n
a l t o g e t h e r  because the demand f o r  r e s i d e n t i a l  hous ing  f a l l s  
in  the c a t e g o r y  of n e c e s s i t y .  I t  may be p r e f e r a b l e  to
s i  low tha r e n t  be ing  f ix e d  a c c o rd in g  t o - th e  pr ov is  ions ■ o f  
the  r e n t  c o n t r o l  laws w i th  a p r o v i s i o n  t h a t  the  m u n ic ip a l  
assessment shou ld  be guided by the  r e n t  c o n t r o l  p r o v i s i o n s .

( P a r a  6 . 2 . 6 )

7 .14 Ue propose t h a t  th e  D e l h i  Rent C o n t r o l  Act should
be amended in the  f o l l o w i n g  w ays :

i .  In the  case  of a l l  new b u i l d i n g s ,  t^e  r e n t
may . be a l low ed  to  be de te rm ined  by the market  
f o r  the  f i r s t  5 y e a r s .  The f i f t h  y e a r ' s  
r e n t  may be taken  to be the c o n t r o l l e d  r e n t  
f o r  the s i x t h  y e a r .

i i .  In the case  of old p r o p e r t i e s ,  the  s t an d a rd
r e n t  f i x e d  many y e a r s  qgo shou ld  be in c re a s e d  
by 50 per  cent  o f  the i n c r e a s e  in  the  consumer 
p r i c e  index ( C P I )  between the  y e a r  of  f i x a t i o n  
o f  r en t  and the  p r e s e n t  t im e .  S u b s e q u e n t l y ,  
the  r e n t  w i l l  be in c r e a s e d  e v e r y  3/4 y e a r s  as 
in  the case of new b u i l d in g s  coming up a f t e r  
the  law  i s  changed.

i i i .  In  the case  of a l l  b u i l d i n g s  ( e x c e p t  the tax  
h o l i d a y  b u i l d i n g s )  a f t e r  s t e p s  ( i )  and ( i i )  
have been implemented ,  the  s t a n d a rd  r e n t  shou ld  
be in c r e a s e d  e v e r y  3/4 yea rs  by a g iven  
f r a c t i o n  of the p e rc en tag e  i n c r e a s e  in  C P I  - 
’r a n g in g  from 5 per c e n t  to 50 per  cen t  de­
pend ing  on whether  C P I  has r i s e n  f a s t  or 
s l o w l y .

i v .  Commercia l  p r o p e r t i e s  sh o u ld  be f r e e d  of  r e n t  
c o n t r  n l .

( P a r a  6 .  2.7)



7 .15  As r e g a rd s  the t r e a tm e n t  of  owner—occup ied  pro­
p e r t i e s ,  i f  such  p r o p e r t i e s  are occup ied  by owners from 
the  b e g in n in g ,  the  com par ison  method or co s t  method, 
w h ich ev e r  the a s se ssee  p r e f e r s ,  may be used.  However ,  
i f  a ren ted  b u i l d i n g  i s  co n v e r t e d  to  o w ne r-occup ied ,  
the  compar ison  method shou ld  be used .

( P a r a  6 . 2.1 0)

7.16 T c  reduce  d i s p a r i t i e s ,  when a r en te d  p r o p e r t y  is  
co n v e r te d  to  owner- occu p i e d , the  h i s t o r i c a l  c o s t  shou ld  
be ad ju s te d  upwards or  downwards by the movements in  C P I  
as in  the caso of o th e r  p r o p e r t i e s . .  The Rent  C o n t ro l  Act 
has to be changed a c c o r d i n g l y .  In the  case of new cor>* 
s t r u c t i o n s ,  how eve r ,  the  a c t u a l  c o s t  shou ld  be tak e n .

( P a r a  6 .2 .1 1 )

7 .17  In  c a l c u l a t i n g  co s t  w he reve r  l an d  has been g i v e n  
by Government or  a Governm enta l  agency ,  the a c t u a l  p r i c e  
shou ld  be taken  in to  a c c o u n t .  In o th e r  c a s e s ,  market 
p r i c e  of land  sh o u ld  be in c lu d e d  in  the  c o s t .

(Para 6.2.12)

7.18 In the  case o f  p r o p e r t i e s  f r e e d  of r e n t  c o n t r o l ,  
n o r m a l l y  the com par ison  method sh o u ld  be adopted .  Fo r  
t h i s  D u r p o s e ,  t h e r e  must be a s y s t e m a t i c  a t tem p t  a t  
c o l l e c t i n g  r e n t a l  d a t a  and d e v e lo p in g  norms f o r  v a l u a ­
t i o n  o f  b u i l d i n g s .  T h e r e f o r e , the re i s  a s t r o n g  case  
f o r  s e t t i n g  up a v a l u a t i o n  agency f o r  the Li-ion T e r r i t o r y  
of D e l h i .  The agency sh o u ld  be e n t r u s t e d  w i t h  the  t a s k  
o f  c o l l e c t i n g  d a t a  on r e n t s ,  l a n d  v a lu e s  and the c o s t  of 
c o n s t r u c t i o n  on a r e g u l a r  b a s i s  and p r o c e s s in g  them in



order  t o  d eve lo p  s t a n d a r d i s e d  r e n t s ,  land  v a lu e s  and 
c o n s t r u c t i o n  c o s t s  per  u n i t  of  c a r p e t  a r e a  f o r  d i f f e r e n t  
t y p e s  of p r o p e r t i e s ,

( P a r a  6 .2 .1 5 )

7.19 In  o rd e r  t o  make th e  most a f f e c t i v e  use of the
i n f o r m a t i o n  a v a i l a b l e  u i t h  the  d i f f e r e n t  a g e n c i e s ,  the 
proposed board* shou ld  be r e q u i r e d  to  have c lo s e  l i n k s  
u i t h  the  b u i l d i n g  depa r tm en ts  o f  the l o c a l  b o d ie s ,  
v a l u a t i o n  c e l l  of the  income tax  depa r tm en t  and the  
D e l h i  Deve lopment  A u t h o r i t y .

( P a r a  6 .2 ,1 6 )

7 .20 A l l  the  t h r e e  m u n ic ip a l  a u t h o r i t i e s  in  the  Union
T e r r i t o r y  of D e l h i  shou ld  be r e q u i r e d  to  make use of these  
s t a n d a r d i s e d  r a t e s  c o m p u l s o r i l y  w h i l e  a s s e s s in g  pro­
p e r t i e s .

( P a r a  6 .2 .1 7 )

7.21 As r e g a rd s  a c t u a l  assessm ent ,  i t  should- be under ­
t a k e n  by the m u n ic ip a l  p e r s o n n e l  o n l y .  The i n s p e c t o r s
or o f f i c e r s  who are supposed to  assess  p r o p e r t i e s  shou ld  
undergo  a com prehens ive  t r a i n i n g  at the s t a r t  , of t h e i r  
ass ignment ,

( P a r a  6. 2.18)

7.22 I f  the  sugges ted  r e l a x a t i o n  in  the  r en t
c o n t r o l  cannot be b rough t  about ,  then  an i n f e r i o r  or
l e s s  e f f e c t i v e  a l t e r n a t i v e  would be to change the p ro p e r t y  
tax  ac t  to  the e f f e c t  t h a t  w h i l e  in  the case o f  a l l



p r o o e r t i e s  to  u h ich  r e n t  c o n t r o l  a p p l i e s ,  the  g e n e r a l  
t ax  w i l l  o r i g i n a l l y  be based on the s t an d a rd  r e n t ,  e v e r y  
3/4 yea rs  the  t ax  w i l l  be r e v i s e d "  upward by a f r a c t i o n  
o f  the  i n c r e a s e  in  C P I  and t h a t  the enhanced p a r t  o f  the  
tax  w i l l  be borne by the t e n a n t .  The same p r i n c i p l e  o f  
e s c a l a t i o n  would app ly  t o  ouner-occup ied p r o p e r t i e s  a l s o .

( P a r a  6 .  2.19)

7 .23  The b a s i c  argument in  f a v o u r  of g r a n t i n g  r e l i e f  
t o  some-needy t a x p a y e r s  is  t h a t  s i n c e  they  have not used 
t h e i r  s t r u c t u r e s  f o r  e a r n in g  income in  an i n f l a t i o n a r y  
m arke t ,  i t  may not be r e a s o n a b le  t o  impute r i s i n g  r e n t s  
t o  them. I t  sh o u ld  be made ab u n d a n t ly  c l e a r  t h a t  such 
a l l o w a n c e s  shou ld  be l i m i t e d  o n ly  to  r e s i d e n t a l  pro­
p e r t i e s  occup ied  by owners .  R e l i e f  sh o u ld  be g i v e n  i n  
the  form o f  r e b a te  on r a t e a b l e  v a l u e ,  s a y  t o  the  ex ten t  
o f  25 to  30 per  c e n t ,  so t h a t  changes  in  the  r a t e  s t r u c ­
t u r e  do not d i s t u r b  the  e x t e n t  of  r e l a t i v e  r e l i e f  g i v e n .

( P a r a  6 . 2 .2 2 )

7 .24  I t  may be a d v i s a b l e  t o  o p e ra te  s e r v i c e  charges  
independent  of  r a t e a b l e  v a l u e .  One can f i x  some s t a n d a rd  
r a t e  per u n i t  of c a r p e t  a r e a  a p p l i c a b l e  t o  a l l  the  l o c a ­
l i t i e s  in  the  d i f f e r e n t  zones.

( P a r a  6 . 2. 23)

7 .25  The s t a n d a rd  r a t e  f i x e d  per u n i t  of c a r p e t  a r e a  
can be de te rm ined  by exam in ing  the  s e r v i c e  ch a rg e s  l i a b i l i ­
t y  o f  some of the r e c e n t l y  c o n s t r u c t e d  and w e l l  d e f i n e d  
p r o p e r t i e s .  The assessment d ep a r tm en t  shou ld  be r e q u i r e d



t o  work out  the s e r v i c e  charges  f o r  some s e l e c t e d  well- 
d e f in e d  b u i l d i n g s  and e s t a b l i s h  whether  f i f t y  o n is e  per  
sq ,  f t .  uou ld  be an a p p r o p r i a t e  s t a n d a rd  r a t e  f o r  the 
s e r v i c e s  rende red  by the  C o r p o r a t i o n .  The s t a n d a rd  r a t e  
f o r  the s e r v i c e  charges  may be f ix e d  at  a r a t e  of Rs 2/- 
per sq .  f t .  in  t.hr case of- com m erc ia l  prop-ert i e s «. Once 
the  r a t e  per  sq ,  ft. ,  is  f i x e d ,  i t  may be r a i s n d  upwards 
e v e r y  t h r e e  t o  four y e a r s  by some f r a c t i o n  o f  the p e r c e n t a ­
ge i n c r e a s e  in the  consumer or  i c e  index .

( P a r a  6 .2 .2 4 )

7.26. I t  may be p rope r  t o  adopt a h ig h e r  r a t e  o f  r e t u r n - 
(9-10 per  can t )  on v a ca n t  l a n d ,  However,  a r a t e  of r e t u r n  
o f  5 per  c e n t  shou ld  be used f o r  the f i r s t  f i v e  y e a r s  from 
the da te  of pu rchase  of land  t o  a l lo w  a r e a s o n a b le  pe r iod  
of t ime f o r  c o n s t r u c t i n g  a s t r u c t u r e  on i t .

( P a r a  6 ,2 ,2 9 )

7,27 C h a r i t a b l e  i n s t i t u t i o n s  and o th e r  non-prof it-making 
e d u c a t i o n a l  and r e s e a r c h  i n s t i t u t i o n s  cannot be- s a i d  t o  - 
have the a b i l i t y  to pay taxes  because t h e i r  p r o o e r t i e s  are 
owned by i n d i v i d u a l s  or c o r p o r a t i o n s  owned by i n d i v i d u a l s .  
Hence such i n s t i t u t i o n s  shou ld  be exempt from the  payment 
of g e n e r a l  p r o p e r t y  t a x .  R e sea rch  i n s t i t u t i o n s  r e co g n ise d  
or suppor ted  by the  Government of I n d i a , e d u c a t i o n a l  
i n s t i t u t i o n s  r e c o g n is e d  by D e l h i  A d m in i s t r a t i o n  and s o c i a l  
and w e l f a r e  o r g a n i s a t i o n s  r e c o g n is e d  by D e l h i  S o c i a l  Wel ­
f a r e  Board and by s i m i l a r  bod ies  shou ld  be t r e a t e d  as 
h a v in g  c h a r i t a b l e  o b j e c t i v e .

( P a r a  6 , 2 .3 2 )



7.28 S in c e  th^ f r e n - h o ld  l e s s o e  is  charged the  tax  on the 
b a s i s  of  the market  v a lu e  o f  l a n d ,  the l e a s e - h o ld  l e s s e e  
shou ld  a l s o .b e  r e q u i r e d  to  pay the  t a x ,  not on the  b a s i s  of 
the  amount spent, on a c q u i r i n g  t h a t  land  but on the  market 
p r i c e  o f  t h a t  l a n d .

( P a r  a 6 . 2 .3 5 )

7.29 The t a s k  o f  the assessment  depa r tm en t  uould be t o  
o b t a in  d e t a i l e d  i n f o r m a t i o n  about c a rp e t  a r e a ,  number of 
f l o o r s ,  na tu re  of o ccupancy ,  u se ,  age o f  the b u i l d i n g  e t c .
To s t a r t  u i t h ,  t hese ■ i n f  ormat ion may be c o l l e c t e d  th rough
a sys tem  of f i l i n g  by p r o p e r t y  ouners a p r o p e r t y  r e t u r n  to  
the  assessment departm ent  e v e r y  y e a r .

( P a r  a 6 . 2 .  36)

7.30 The e n t r i e s  in  the  p r o p e r t y  r e t u r n  uould r e q u i r e  
v e r i f i c a t i o n  b e fo re  the a c t u a l  work of assessment b e g in s ,  
V e r i f i c a t i o n  of  the  d e t a i l s  g iven  in the p r o p e r t y  r e t u r n  can 
be done by sample c h e c k s .  Once the  t a s k  of deve lopment  of 
r e n t a l  d a t a  is  e n t r u s t e d  t o  the  D e l h i  V a l u a t i o n  Agency,  the  
assessment s t a f f  uou ld  p ro b a b ly  have more t ime and r e s o u r c e s  
t o  v e r i f y  more e f f i c i e n t l y  the  i n f o r m a t i o n  f u r n i s h e d  by the
t  axp a y e r s ,

( P a r a  6 . 2 . 3 7 )

7.31 There is  a s t r o n g  case  f o r  c r e a t i o n  of s y s t e m a t i c  
a p p e l l a t e  p rocedu re  u i t h i n  the d ep a r tm en t .  So f a r  as ob­
j e c t i o n s  under S e c t i o n  124 of the Act are co n ce rn e d ,  no 
changes in  the  p r e s e n t  p r a c t i c e  may be r e q u i r e d .  Houever ,  
o b j e c t i o n s  f i l e d  under S e c t i o n  126 of  the Act may have t o  be 
d e a l t  u i t h  more e f f e c t i v e l y .  Th is  may r e q u i r e  some amendment 
in the  M u n ic ip a l  Act a l s o ,



7.32 I t  may be w o r t h w h i l e  t o  have a t w o - t i e r  a p p e l l a t e  
p r o c e d u re .  At the  f i r s t  t i e r ,  th e re  shou ld  be a committee 
headed by an a s s i s t a n t ,  com m iss ioner  ( a p p e a l s ) .  Other 
members o f  the committee  cou ld  be p r o p e r t y  v a l u a t i o n  and 
l e g a l  e x p e r t s ,  and a c h a r t e r e d  a c c o u n ta n t .  The second 
t i e r  cou ld  comprise an- a p p e l l a t e  tribunal--headed--by--a 
d ep u ty  -commissioner ( a p p e a l s ) .  O the r  members may have 
th e  same or s i m i l a r  q u a l i f i c a t i o n s  as those  at the  f i r s t
t  i e r .

( P a r a  6 ,2 .  42)

7.33 The d e c i s i o n  of the t r i b u n a l  w i l l  be f i n a l  on 
p o in t s  of f a c t .  On p o in t s  o f  1 ?w , houeve r ,  o rd e r  of the 
a p p e l l a t e  t r i b u n a l  may be a p p e a la b le  in  the  D e l h i  High 
C o u r t .  I t  may be made e x p l i c i t  t h a t  no s u i t s  or wr i t  
p e t i t i o n s  can be f i l e d  in  the c i v i l  c o u r t s ,  and the  nece­
s s a r y  amendments to S e c t i o n s  169 and 170 o f  the DPC Act 
t o  t h i s  e f f e c t  shou ld  be c a r r i e d  ou t .

( P a r a  6 .2 .4 3 )

7 .34  I t  may be n e c e s s a r y  in  the  cgise o f  p r o p e r t y  
tax  t o  have a sys tem  of ch a rg in g  i n t e r e s t ,  s a y ,  a t  the  
r a t e  o f  12 per  c e n t  per- annum f o r  the p e r io d  s t a r t i n g  from 
the- o r i g i n a l  date, of  tax  payment as mentioned in  the  t ax  
demand b i l l  t o  the  da te  when the  payment i s  a c t u a l l y  made.

( P ar a 6 . 2 .  44)

7 .35  Uhen r e n t  c o n t r o l  i s  r e l a x e d ,  the  c o n t r o l l e d  r e n t s  
are  r e v i s e d  p e r i o d i c a l l y ,  assessments  are done p r o p e r l y  
and r e v i s i o n s  of  assessments  are a l s o  c a r r i e d  o u t ,  the 
r a t e  of the  t a x  shou ld  be much lo w e r  to  keep the  burden 
moderate .



7.36 Ra te s  shou ld  not be more th an  20 per  c e n t  o f  the  
r a t e a b l e  v a l u e s ,  p a r t i c u l a r l y  uhen th e  r a t e a b l e  v a l u e s  
are to  be assessed  p r o p e r l y .  Ue f e e l  t h a t  the  g e n e r a l  
p r o p e r t y  tax  sh o u ld  be f i x e d  a t  10 per c e n t  f o r  r a t e a b l e  
v a lu e s  upto  Rs 25 ,000 ;  12 per  cen t  f o r  r a t e a b l e  v a l u e s  
ex ceed in g  Rs 50,000 and upto .Rs 75,000 , 17 per  c e n t  f o r  
r a t e a b l e  v a lu e s  ex c e e d in g  Rs 75,000 and up to  Rs 1 l a k h  and 
20 per cen t  f o r  r a t e a b l e  v a lu e s  ex c e e d in g  Rs 1 l a k h .  I t  
i s  not n e c e s s a r y  to  f i x  h ig h e r  tax  r a t e s  f o r  n o n - re s i-  
d e n t i a l  p r o p e r t i e s  as the  h i g h e r  v a lu e s  of such p r o p e r t i e s  
uou ld  a l r e a d y  be c a p tu r e d  i n  t h e i r  r a t e a b l e  v a l u e s .  
F i n a l l y ,  t h e r e  i s  no r a t i o n a l e  f o r  h a v in g  t h r e e  inde ­
pendent  r a t e  s t r u c t u r e s  f o r  the  t h r e e  l o c a l  bod ies  of the 
Union T e r r i t o r y  of D e l h i .  Ue recommend t h a t  the  sys tem  
o f  v a l u a t i o n  and r a t e  s t r u c t u r e  shou ld  be i d e n t i c a l  in  
a l l  the  t h r e e  l o c a l  b o d ie s .

( P a r a  6 . 2 .5 1 )
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