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EXECUTIVE SUMMARY

The Second Delhi Finance Commission was set up under the provisions of

the Delhi Finance Commission Act, 1994 vide Government of NeT of Delhi order

dated 9th January. 200 1 and recommendations were to be given covering the

period 1" April, 2001 to 31" March, 2006 An interim report wa s given by the

Commission on 14th March. 2001 wherein it was suggested that the

recommendations of the First Commission be adopted for making devolution to

MCO and NOMC during the year 2001·02. The final repo rt of the Commission

pertains to the period 2001.Q6. and all fiscal transfers made by GNCTO to MCO

and NOMC for the year 2001.Q2 are to be treated as subsumed into the proposed

transfers and adjusted from the amounts due as per the recommended scheme of

devolutton

The terms of reference of Second Delhi Finance Cornrn issron require it to

review the financial position of the Municipalities and make recommendations as

to the princi ples which shou ld govem the devolution package from the Nat ional

Capital Temtory of Delhi to the MUnlcipahtJe~ , keeping in view the overall

resources POSI tion of the Government of National Capital Territory of Delhi, the

scope for economy in the municipal administration. the scope for improvements in

resource mobilization by the municipalities and tax effort made by the

municipahnes. The Commission was also asked to consider the requirements of

the Municipal bodies for modernization of administration as also to consider how

adequate maintenance and upkeep of capital assets could be ensured.

The Second Delhi Finance Commission, unlike in the case of first

Commission was asked to make recommendations on financial devolution to the

Delhi Cantonment Board. Its terms of reference Included an assessment of the

debt position of Municipalities as also suggestions~ for corrective measures. In

addition, the Commission was asked to review the functions assigned to

Municipalities.

The Commission collected information from Municipal Corporation of Delhi,

New Deihl Mun icipal Council, Delhi Cantonment Board and Government of Delhi



in respect of their present position and their future demands. and also sought

views of MPs, MLAs, Municipal Councilors and Members of the NDMC and the

public through newspapers on its terms of reference .

On the basis of the information received from the concerned agencies and

Government of Delhi in their respective memoranda the Commission made an

assessm ent of the status of finances of these local bodies as also the

Government of NCT of Delhi. For this purpose. data on revenue receipts and

non-plan revenue expenditure was studied for each of the local bodies for the

elevenyear period 1990-91 to 2000-01. Trend rates of growth for individual items

of revenue receipts and non-plan revenue expenditure were calculated which

enabled comparison between rates of growth of different comp onents. thereby

Indicating areas in which revenue receipts could potentially be enhanced, as also

areas in which e penditure was comparatively high. and could accordingly be

curta iled. This exercise was conducted for each of the local bodies.

An attempt was also made to disaggregate the data for this eleven year

period Into two parts - one prior to 1996-97. and the other from ~ 996-97 to 2000­

01, I.e. the period of award of the first Finance comrmssion to examine whether

any logical conclusions could be drawn regarding the lrnpacl of first Finance

Commission recomm endations on revenue receip s and non-plan revenue

expenditure of local bodles. However, since the report of the first Delhi Finance

Commission was submitted on 31st December. 1997, and its recommendations

accepted by Government of Delhi on 30th September. 1998 and conveyed to local

bodies thereafter, the impact of implementing these is not evident vis bly in the

rates of growth of revenue receipts . revenue expendit ure and other items for the

award period . i.e. 1996-2001. Hence comparison of rates of grcVvih of the flrst and

the second periods does not lead to any significant conclusions .

The Commission also attempted to examine the impact of implementing the

recommendations of the first Deihl Finance Commission on the transfer of funds

to MCD and NDMC by comparing averages for the five year period 1996-2001

with averages for the previous five years, i.e. 1991-96 with respect to transfers to

local bodies and found that total devolution to MCD and NDMe as a percentage 'of
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tax revenue of GNCTD reduced from 10.93 per cent in the former period to 9.65

per cent in the latter period. Transfers as a percentage of internal revenue, and

as a percentage of non-plan expenditure to both MCO and NOMC also decreased

as an outcome of implementation of recommendations of the first Finance

Commission.

The Commission found that total revenue receipts of MCD grew at a trend

growth rate of 17 per cent per annum over the eleven years period 1990-91 to

2000-01, while total revenue expenditure grew at a trend growth rate of 18 per

cent per annum. The share of Internal revenue receipts increased from 62 per

cent In 1990-91 to 71 per cent of total revenue receipts in 2000-01 Tax revenues

of MCO which were 80 per cent of internal revenue in 1990-91 increased to 89 per

cent of internal revenues in 2000-01. The major element of tax revenue in

2000-0 '1 was house tax which constituted 78 per cent of otal revenues,

The major elements of revenue expenditure in 2000-01 were education

which was 25 per cent of all revenue expendi lire , conservancy and street

cleaning which was 19 per cent. puouc health and medical relief which was 12 per

cent, roads and public lighting Which was 8 per cent and miscellaneous

expenditure including petty new works which was 25 per cent of revenue

expenditure

In the case of NOMC, the total revenue receipts of NOMe increased at a

trend growtH rate of 16 per cent over the period. 1990-9 1 to 2000-01, while

revenue expenditure increased at a trend growth rate of 15 per cent over the

same period, which resulted in generating revenue surplus over this period. The

internal revenues of NOMC increased from 93 percent of total revenue receipts in

1990-91 to 98 per cent in 2000-01. The major sources of non-tax revenue of

NOMC in 2000-01 have been interest on investment, which was 5 per cent of total

non-tax revenue, sale of energy which was 74 per cent and renVlicense fee, which

was 12 per cent of total non-tax revenue. In the case of tax revenue, house tax

alone accounted for 93 per cent of all tax revenues in 2000-01. The share of

transfers in revenue receipts declined significantly from 7 per cent in 1990-91 to

2 per cent in 2000-01.
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The major elements of revenue expenditure of NDMC in 2000-01 consisted

of expenditure on social and development services which was 16 per cent

followed by Admin istrative Departments which was 15 per cent, other municipal

works which was 10 per cent and water supply which was 7 per cent.

In addition to reviewing the finances of the local bodies, the Commission

also reviewed the functions assigned to municipalities , and has decided to

recommend that there should be no overlapping of functions between

Government of Deihl and Municipalities. It has also decided to recommend that

hospitals. with more than 100 beds capacity should be transferred to Government

of Delhi. Functions relating to construction and maintenance of rest houses, poor

houses, infirmaries, children's homes, houses for the deaf and dumb and for

disabled and handicapped children. shelters for destitutes and asylums should

also be transferred to Government of Deihl.

In addltion. the Commission recommends transfer of the functions relating

to fac ory licensing and food licenses to Government of Delhi. On the other hand.

the Commission recommends that construction and maintenance of cattle ponds

should be transferred from discretionary to obligatory functions of MCD and

NOMC.

The Commission analyzed the finances of GNCTD particularly on non-plan

account and has come to the conclusion that the finances of NCT of Delhi are

comfortable and likely to improve in future. because of which the Government of

NCT of Delhi could spare amounts for transfer to MCD and NDMC in addition to

the devolution recommended by the first Delhi Finance Commission. On the basis

of estimates finalized by Planning Commission for the Tenth Five Year Plan,

GNCTD have estimated a surplus of Rs. 21493 crores on non-plan revenue

account and overall surplus of Rs. 6979 crores for the forecast period 2001-06

before making any devolution to local bodies.

The Commiss ion estimated the likely revenue gaps for MCD and NDMC

utilizing buoyancy and elasticity coefficients for revenue receipts and revenue

expenditure along with normative assumptions adopted by the Commission and
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estimated a revenue gap of Rs. 3626.84 crores for MCD during 2001-~6 as

against Rs. 5961.42 crores projected by MCD.

In respect of NOMC, on the basis of nonmative assumptions adopted by the

Commission, there is a revenue surplus of Rs. 482.02 crores for 2001-06, which is

much higher than the revenue gap of Rs. 104.44 crores estimated by NOMC

themselves.

The Commission, after detailed deliberations. has decided to make the

following recommendations (as detailed in chapter VIII) :-

Devolution to MCO and NDMC be continued on the system of global

sharing of tax revenue of GNCTD at the rate of a basic annual fiscal transfer of

5.5 per cent of tax revenues. The division of 70 per cent of this amount be made

on the basis of population and 30 per cent on the basis of physical area. The

ceJling on grant-in-aid be raised to 5 percent of tax revenues from the existing

4 per cent. Grant-in-aid for expenditure on education be provided at the rate of

70 per cent of eligible expenditure In respect of MCD and at the rate of 66 per cent

of eligible expenditure in respect of NDMC. The Commission further recommends

that a specified percentage of grant-in-aid provided by Government of Delhi to

MCD for education should be specifically earmarked for maintenance of school

buildings. Grant-in-aid in respect of reimbursement of expenditure on resettlement

colonies and mid day meals be continued as earlier.

Reform is recommended in the following areas :-

i. MCD should come up with a concrete reform package in respect of

property taxes. which is transparent, objective and simple and based on

Unit Area method of valuation as has been done in several reforming

states. NDMe may also develop and implement a suuabie reform package

in respect of property taxes.
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ii, MCD, NDMC and DCB should reform practices in respect of Municipal

Accounting and Budget based on the reforms already implemented in

Tamilnadu and Kamaktaka and submit to the Government of Delhi.

iii. MCD. NDMC and DCB should each identify areas suitable for private

partic ipation and submit a reform package to Government in this respect

indica ting also how they intend to Implement the same.

tv MCD and NOMe should proceed to take necessary steps to levy new taxes

namely tax on professions. trades. callings and employmen t : and tax on

Increase in urban land values and also rev iew bringing in more services

under fee structure and revision of non tax revenue rates like penalties,

fines. fees etc An Incentive amount of 2 per cent be paid in respect of

collections from new taxes . An incentive amount of 33 per cent be paid for

higher collections from existing tax sources

A Municipal Reform Fund may be created to undertake the reforms m the

above mentioned areas by the local bodies . Releases from this fund may be

linked to achie vement of laid down milestones

In addition , funds of Rs. 10 crores and Rs 1 crore respectively have been

recommended for creation for computerization in MCD and NOMC respectively .

For maintenance of capital assets , the Commi ssion recommends that local bodies

Should keep aside a specified percentage of the amount received in devolution.

The restructuring of debt worked out by the first Commission is to continue

with a three-yea r moratorium in respect of fresh leans, and a reduction in interest

rates

The existing pattern of devolution is to continue in respect of Delh i

Cantonment Board.

•••••
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CHAPTER I

INTRODUCTION

Deihl has a unique place in the politico-administrative hierarchy, of India's

polity

The current set up of Delhi with a kegislative Assembly i.e. National Capital

Territory of Delhi governed by a Council of Ministers, was brought about by

Article-239-AA of the Constitution inserted by the Constitution (Sixty-Nlruu

Amendment) Act 1991 (Act 1 of 1992) with effect from 1.2.1 992. This Ac is

known as National Capital Territory of Delhi Act, 1991, Public order, police and

land have been kept outside the purview of the Legislative Assembly of Ne T.

Being the capital of India. Deihl faces a '101of problems on account of large

rnlgration into the city and an increasingly rapid pace of urbanization. Though 38

pel cent of the area is rural. yet NCT of Delhi is primarily an urban settlement and

even the villages have grown into small townships.

The population residing within the municipal limits of MCD has grown year

after year, without commensurate grqwth In resources available for meeting the

ci VIC needs of this gr.owlng body of population: This has imposed a severe strain

on MGD finances

The 73rd and 74111 Amendments. of the Constitution of India, inter alia,

mandate t e setting up of a Finance Commission in each State (SFG) within one

year of the commencement of the Constitution (Seventy-third Amendment) Act,

1992 and thereafter at the expiration of every five years to review the financial

position of the Panchayats (Article 243 I . 73rd Amendment) and the Municipalities

(Article 243-Y : 74th Amendment). The SFCs are required to make

recommendations, inter-alia, as to the principles which . should govern the

distribution/assignment of the net proceeds of the taxes, duties, tolls and fees

levied by the States and grant-in-aid from the Consolidated Fund of the State

between the State, Panchayats and the Municipalities, and inter-se between the



Municipalities/Panchayats at all levels. The enactment also provides that "The

Legislature of a State may; by law, provide for the composition of the Commission ,

the qualifications which shall be requisite for appointment as member thereof, and

the 'manner in which they shall De selected" and further, "the Commission shall

have such powers in the performance of their functions as the Legislature of the

State' rnay, by law, confer on them.II

Article 243-1 , in Part-IX and Article 243-Z8 in Part-IX4A extend the

applicability of these provisions to the Union Territones.

In pursuance of Article 243..:1, read with Article 243-Y, of the Constitution .

the Delhi Finance Commission Act was passed by the Legislature ,of NCT of Delhi

and though it received the assent of the President on October 3, 1994, it was

deemed to have come into force on the 23fO day of April 1994 under Section 1 (3)

of the Act. As a sequel. the First Delhi Finance Commission (First DFC) was

constituted In April 1995 - nearly a year after thl$ Act was deemed to have come

Into effect.

The Second Delhi Finance Commission was constituted under the

provisions of Section 3 of the Delhi Finance 8 0mmission Act , 1994 vide

Government order No F.50(1)t98/DFC II/UD/611 dated s" January , 2001, copy at

Annexure 1.1

TI"e Comnilssion has been directed to review the financial position of the.

Municipalities and make recommendations as to -

(a) the principles, which should govern -

(i) the distribution between the National Capital Territory of Delhi and tli e

Municipalities, of the net proceeds of th e taxes, duties, tolls a.nd fees

leviable by the National Capital Territory of Delhi which may be divided

between them;

(ii) the determination of ~he taxes, duties, tolls and fees, which may be

assigned to or appropriated by the Municipalities ;

(iii) the grants-in-ciid to the Municipalities from the Conso lidated Fund of the

National Capital Territory of Delhi; and
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(b) the measures needed to improve the financial position of the Municipalities .

In making its recommendations, the Commission is to have regard, among

other considerations. to -

(a) the overall resources position of the Government of National Capital

Territory of Delhi :

(b) he scope for economy In the MUnicipal Administration I

(c) the st ope for improvements in resource mobilization by the Municipalities :

(d) tax effort made by the' MuniclpalltJes

e adequate maintenance and upkeep of capital assets and maintenance of

assets created under Plan schemes completed till the end of March, 2001

(the norms, if any, on the basis of which specified amounts are allowed for

maintenance of different categories of capital assets and the manner in

Which such maintenance expenditure could be monitored may be

indicated ):

the requirements of the Municipal bodies for modernisation of

administration, for example, computerisation of records, and upgrading the

standards of services (the manner in which such expenditure could be

monitored may be ndicated).

The Commission is to review the functions assigned to Municipalities

keeping in view the availability of resources, especially with regard to the

discretionary functions.

The Commission may make an assessment of the debt position of

Municipalities as on 31 st March, 2001 and suggest such corrective measures as
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are deemed necessary, keeping in view the financial requirements of the

Government of National Capital Terrltory of Delhi.

The Commission may make recommendations on the financial devolution

to the Delhi Cantonment Board 'out of the Consolidated Fund of the Government

of National Capital Territory of Delhi, as a special case.

The Commission shall also indicate in its report·the basis on Which it has

arrived at ts findings and Indicate, as' far as possible; the estimates/forecasts of

receipts and disbursements for all the MU~icipalities together as well as separately

for each of such bodies.

The original term of the Commission was till 30.4.2001 which was

subsequently extended till 30.04.200'2 / 31 .05;2002. An interim report was also to

be furnished in the meanwhile 'for the year 2001-2002 by 28.2.2001 which was

submitted to Govt. on 14.3.2001 ; The same is placed at Annexure 1 2.

Further, the Second 0elhi Finance Commission was also directed vide

letter no.695 F 11(8)-2001/1785 dated 7.3.2091 (Annexure 1.3) to review the

financial pos- ition of the Municipal Corporation, Chandigarh and Panchayats .ln

Union Territory. Charidigarh , and make recommendations to the Administrator ,

Chandigarh on the following .-

(A) In the case of Municipal Corporation as to :-

(a) the principles, which should govern ;-

i) the determination of taxes, duties, tolls and fees, which may be

assigned to, or appropriated by the Corporation;

ii) the grants-in-aid to the Corporation from the Consolidated Fund of

India.

(b) the measures needed to improve the financial position of the Corporation;

( c) any other matter referred to the Finance Commission by the Administrator

in the interest of sound functioning of the Corporation.
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(8) In the case of Panchayats as to :-

(a) the principles. which shall govern :-

i) the distribution between the State and the Panchayats of the net

proceeds of the taxes , dutie s. tolls and fees leviable by the State,

which may be divided between them and the allocation between the

Panchayats at all levels ofthelr respective shares ofsuch proceeds;

ii) the determination of taxes, duties, tolls, fees which may be assigned

to, or appropriated by the Panchayats: and

iii) the grants-in-aid to he Panchayats from the Admi nistration Budget

i.e. the Consolidated Fund of India.

(b) the measures needed to improve the financial position of the Panchayats :

and

(c ) any other matter referred to the Finance Cornmlsslon by the Admlnlstrator

in the interests of sound finance of the Panchayats.

COMPOSITI0N

The Commission consisted of the following officers

1

2.

Shri K.S- Baidwan,

Chairman ,

Delhi Transport Corporation ,

Government of NeT of Delhi

Shri S.R. Sharma;

former Principal Secretary (Home) ,

Government of NeT of Delhi

5

Chairman

(effective 13 .7.2001)

Chairman

(effective 16"1.2001 to

12.7.2001)



3.

4 .

5

6

Shri Ramesh Chandra,

Principal Secretary (Finance),

Govemment of NCT of Delhi

Shri Desh Bandu,

former Municipal Secretary.

Municipal Corporatron of Delhi

Professor Om Prakash Mathur

National Institute of Public Finance &

Policy. New Delhi

Shn Rakesh Singh,

Finance Secretary-cum­

Secretary , local Government,

Chandlgarh Adrmmstration

Member- Ex-Officio

(effective 24.1.2001t

Member (Full TIme)

(effective 12.1.2001)

Member (Part Time)

(effective 15.1.2001 to

124 2002)

Member·Ex-Officio

(effective 204 2001 to

2 82001)

7 Shri R.S. GUjral, Member·Ex·Officlo

Secretary, local Government. (effective 28.2001 )

Chandigarh Administration

Shri c s Khairwal functioned as part-time Secretary to the Commission till

31.05 .2001. Smt Surnaf Mehta was posted as full lime Secretary to the

Commission vide orders dated 30.5.2001 .

APPROACH

In accordance with the mandate. the Commission decided to use a

multipronged approach comprising:

(a) collection of data on the finances of Municipalities; for this, the

Commission deve loped formats, a set of which is provided in volume II;

(b) seeking memoranda from Government of Delhi. Municipal Corporation of

Delhi, New Delhi Municipal Council and Delhi Cantonment Board; whose

objective was to take note of their present position and their future
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demands. The Commission sought memoranda and information from MCO,

NOMC, OCB and Govt. of NCT of Delhi;

(c) seeking views of the Members of Parliament from Delhi, Members of the

Legislative Assembly of Delhi, Municipal Councilors , and Members of New

Delhi Municipal Council.

In line with this approach, the Commission sought memoranda and

information from Chandigarh Administration as well.

I was decided that a notice be released in newspapers and letters issued

rnviting views/suggestions of the public and eminent citizens on the matters

covered by its terms of reference. Accordingly, a public notice (Annexure 1.4) was

issued rn newspapers dated 3.8.2001. and letters (Annexure 1.5) sent to Members

of Parliament from Delhi (Annexure 1.6), Members of the Legislative Assembly of

Delhi (Annexure 1.7), Municipal Councilors (Annexure 1.8)and NOMC Members

(Annexure 1.9). A few responses were received - One from the Chairman of the

Standing Committee of MCD. one from Deputy Chairman of the Standing

Committee on Property Taxes of MCD, and few from public persons.

The Commission reviewed the approaches employed by the Finance

Commissions in other States and it also took note of the approach of the Central

Finance Commission.

The Secretary attended a one-day workshop organized by the National

Institute of Public Finance and Policy on 10.8.2001, at which several useful

presentations on the subject of Appraisal of MuniCipal finances were heard and a

publication of National Institute of Public Finance and Policy titled "Approach to

State Municipal Fiscal Relations - Options and Perspectives" received. The

Secretary also attended a one day National Seminar on Municipal Accounting

Reforms organized by Ministry of Urban Development, Govt. of India on 9th

January, 2002.

The Commission held meetings with the heads of local bodies including

Commissioner, MCD. Chairman NOMC and Chief Executive Officer of Delhi
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Cantonment Board. It also held meetings with the 0 epartments of .Urban

Development, Health, Education and Social Welfare of Government of NCT of

Delhi with respect to utilization of funds being released to MCD and NDMCL

METH0DOLOGY

The following methodology for estimation of revenue expenditure and

revenue receipts of local bodies and Govt. of Ne T of Delhi has been employed,

1. Revenue Gap

The data received from the 10 Cc;l1 bodies and Govt. of Delhi has been

analyzed and presented in tabular form. Based on this data analysis . the finances

of MCD, NOMe , DCB and Govt.of NeT of Delhi have been appraised and

projections made in respect of internal revenue Irevenue receipts and non-plan

revenue expenditure for each of the years of the award period 2001-06 for each

of the local bodies and Govt. of NCT of Delhi. The revenue gap during the award

period was estimated by using buoyancy and elasticity coefficients based on

annual trend growth rates worked out from the time series data for the 11 years.

1990':91 to 2000-0'1 in respect or internal revenue and non-plan revenue

expenditure of local bodies.

These projections of revenue gap in respect of tocal bodies form the basis

for recommendations with respect to devotution made SUbsequently.

The Commission discussed various methods of projections in respect of

revenue receipts and non-plan revenue expenditure of Govt. of NCT of Delhi with

a view to ascertain availability of resources, to the extent possible. for devolution

to the local bodies. One, of the methods related to normatively assessing the

revenue receipts and non-plan revenue expenditure. Another method involved

projecting the revenue receipts and non-plan revenue expenditure based upon

buoyancy and elasticity coefficients separately for each head of revenue and

expenditure. which were worked out with reference to GSDP of NCT of Delhi. A
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third alternative was to adopt the figures finalized by the Planning Comm ission,

Government of India in consultation with the Chief Minister of Delhi for the Tenth

Five Year Plan Period.

After deliberations, the Commission came to the conclusion that the figures )

in respect of revenue receipts and non-plan revenue expenditure finalized by the

Planning Commission for Tenth Five Year Plan Period of NCT of Delhi should be

adopted by the Commission.

STRUCTURE OF THE REPORT

The report has been presented In two volumes

Volume - I covers eight Chapters including the Devolution package and

has an Executive Summary at the beginning of the Volume. Volume - II Includes

the Annexures.

Part I of the Report covers two chapters.

Chapter - I is the Introduction, whi~ includes the detailed Terms of

Reference of the Cornmrssion, and also explains the methodology and approach

adopted by the Commission. Chapter - II in Part I includes a brief account of the

key recommendations of the fi rst Delhi Finance Commission and their impact on

the fmances of MCO and NOMC.

Part II is divided into three Chapters.

Chapter· III covers the state of Ihe finances of MCO, NOMC and Delhi

Cantonment Board. It analyses the position on non-plan Revenue Account in

respect of both receipts and expenditure of each of these three bodies. It also

discusses the debt position of both MCO and NOMC.

Chapter • IV of the Report discusses the obligatory and discretionary

functions assigned to these local bodies.
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Chapter > V provides an overview of the current status of the finances of

Government of NCT of Delhi.

Part III of the Report includes four chapters.

Chapter· VI of the Report deals with the projections of revenue gap in

respect of MeD. NOMe and Delhi Cantonment Board. These projections are

based upon buoyancy coefficients and elasticity coefficients in respect of the

different Items of revenue receipts and revenue expenditure.

Chapter· VII focuses on measures to step up resource mobilization and

achieve economies In muniooat adrrumstration

Chapter - VIII orscusses the devolution package and recommendations in

respect of MCD. NDMC and Deihl Cantonment Board

Volume. II of the Report includes Annexure s (letters. formats. public notice,

and oata)

*****
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CHAPTER II

THE FIRST DELHI FINANCE COMMISSION :

KEY RECOMMENDATIONS AND THEIR IMPACT

ON THE FINANCES OF MCO AND NOMC.

Diagnosis of the Problem and Issues

The quality of Ii e in the metropolis of Delhi , just as in any other large city. IS

determined to a large extent by the level of urban infrastructure services available

(0 the popu lation

The urban infrastructure services available to the population hinge on the

physical framework of facil ities through which goods and services are provided to

the pubtic. The linkages of urban infrastructure services o the economy and the

quality of life are mult iple and complex, because urban Infrastructure services

affect both production and consump ion directly. create positive and negative spill

over effects (externalities) and involve large flows of expenditure

Urban infrastructure service s inClude a wide spectrum of services­

transportation, power genera ion , transmission and distribution. tetecorn, water

and sewage disposal, urban mass transport system and other urban Infrastructure

including heal h. educational and other primary service s Some of hese services

have a direct Impact on the working of a busin ess enterprise, while others are

more Important from a societal point of view.

In the NeT of Delhi, many of the urban infrastructure services mentioned

above are handled by separate bodies , namely, Delhi Vidyut Board , Delhi Jal

Board , Delh i Transport Corporation and others. Several functions are handled by

the urban local bod ies, namely MCD , NDMC as also the Delhi Cantonment Board

(DCB).
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TIle. main urban services handled by these agencies include scavenging

and solid waste management, street lighting, primary education and primary

health . In addition, NOMC and ·OCB handle water supply and distribution of

electricity as well.

The finances of these local bodies become relevant since they Irn pact on

the quality of urban services availab le to the population. It is in this background

at study of the ~ey recommendations of the lrst Delhi Finance Commission and

their impact on the finances of MCD and NOMC assumes significa rce

Though the first Delhi Finance Commission was to make recommendations

for the period 1996-97 to, 2000-01. since its Repor wa ~ submitted orily on

3 12.97 and accepted by Govt. of Delhi only on 30/°/98 he impac of

lrnoiementing Its recommendations is seen only h rea' e However. since. the

S osequen devolution .covered Implementation or r -· ornrnencaflon for the

previous two years as we ll, the data of any parucu lar year lee not refle ct he

Impact 0 recommendations for that particular year Oat r the r year penod

r ee 0 be compared with the previous frv yea s or any meaning ful

CO'" oanson

Mai n Recommendations of first Commiss ion

a) a basic annual fiscal transfer of 9.5 percen t of GNCTD s tax revenue to

Mea and NOMe.

b) a further annual transfer, on matching basis. subject 0 a maximum of 1.5%

of GNCTD's tax revenue equivalent to excess of reven i e over and above

the amounts projected by and taKen into account by the Commission for

the respective years of the award period; and

c) another transfer, on matching basis , SUbject to a maximum of 1.5 per

cent of GNCTO's tax revenue equivalent to savings in expenditure against

projections made by the Commission for the respective years of the award

period.
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In the alternative, transfers under (b) and (c) above could be brought under

one criterion - that of surplus on non-plan account that MCD or NOMe or both

generate for financing capital expenditure in each year. The transfer can then be

made on a matching basis, subject to an overall ceiling of three per cent of

GNCTO's tax revenue in that year.

The division of 70 per cent of the amounts arrived at as above between

Men and NOMe may be on the basis of the ratios of the population living in their

respective areas and the remaimnq 30 per cent in the ratio of the physical area

under their jurisdiction.

As regards DCB. the Commission are precluded from making any

recommendations: as the amounts involved are tiny. these could be met by

separate grants over and above the devolution recommended above.

Other Recommendations

(a) The first Delhi Finance Commission also recommended that the GNCTD

consider ways of ensuring that the amount of Rs . 588 crores for operanon

and maintenance of existing capital 'assets In the overall assessment of

non-plan expenditure be so utilized and not diverted to any other use

(b) The fi rst Commission estimated that the following measures could Yield

additional revenues of Rs. 1110 crores to MCD and Rs. 71 crores to

NOMC.

tRs. In crores)
S.No. Item MCO NOMC

1. Rationalization of Property tax 860 43

2. Levy of Profession Tax 100 20

3. Levy of Entry Tax 40 8
4. Increase in various fees. 50 .

charaes etc.
5. Night parking charges 60 .

Total 1110 71
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(c ) The Commission recommended (a) consolidation of MCO loans as on

1.4.96 into a single loan of 20 years duration with fresh rate of interest at

2% lower than the weighted average interest rate of loans so consolidated,

and (b) recovery of interest arrears in 20 equal annual instalments.

(d) Any transfer made by GNCTD to MCO and NOMC as per the

recommendations made in the Interim Report may be treated as subsumed

in and adjusted from the amounts due as per the Final Report

(e) A permanent Finance Commission Oivision on the lines of one in the

Government of India may be set up to service as also to act as the

memory/data bank for the subsequent Delhi Finance Commissions.

Decisions of the Government on the Recommendations
of the first Commission

While the first Commission made the recommendations summarized

above which are contamed in Chapter 14 of the Report of the first Commission,

the ecisions of the Government on the recommendations of the Commission

were as Indicated In the following paragraphs:-

Main Recommendations

Scheme of Devolution

The Government accepted the Commission's recommendation for basic

annual transfer of 9.5% of GNCTO's tax revenues to MCD and NOMC. However,

this was to be bifurcated into two parts- first confined to tax assignment at 5.5%

and the second covering the non-plan grants limited to 4%. The distribution of

the first part between MCD and NOMC would be 70% on the basis of population

and 30% on the basis of area. As regards the second part, the grants would

continue to flow in the same manner and on the same basis as Hitherto.

The recommendation of the e ommission for a further transfer upto 1.5% of

GNCTD's tax revenues with reference to improvement in revenues was accepted,

14



with the mod ification that, for this purpose the additional resource mobilization

would alone be taken into account. However, the Commission's recommendation

for another transfer upto 1.5% of GNCTD's tax revenues with reference to

economy in expenditure was not accepted, for practical reasons.

Other Recommendations

(a) Operation and Maintenance

The recommendations regarding momtorinq of the expenditure of Rs .

588 crores in respect of operatio n and maintenance of capital assets in the overall

assessed non-plan expenditure of MCD, was not accepted.

(b) Augmentation of Revenues

The recommendation of the Com miss ion in regard to add.tionat resource

mobuizanon by MCO and NOMC was accepted ,

(e) Debt Relief

The Commission's recommendations on (a) consolida tion of MCD loan as

on 1.4.96 Into a single loan of 20 years duranon With fresh rate of mterest at 2%

lower than the weIghted average interest rate Of loans so consolidated and (b)

recovery of interest arrears in 20 equal annual instalments, were accepted

(dl Interim Report

The transfers made to MCn and NOMC as per recommendations of the

Interim report , were adjusted against the transfers as per the recommendations of

the final report.

(e) Finance Commission Division

Government of NCT of Delhi accepted the recomm endation relating to

setting up of a permanent Finance Commission Division. This division is
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functioning with a skeleton staff in Urban Development Department of Govt. of

NCT of Delhi.

Impact of Implementing Recommendations

of the first Commission

The impact of implementing 'the Recommendations of the first Deihl

Finance Commission was studied based on information furnished by MC'D.

NDMC. Urban Development Department and Finance Department of Government

of Delhi. These are as under'-

a) Changes in the revenue sharing arrangement between the

Government of NCT and the MCD and NOMC and pattern of grants-in,.aid to

MCD and NOMC.

The revenue sharing arrangement between Government of NCT and the

two main loca l bodies underwent substantial change.

In terms of the Comm ission 's recommendations as accepted by the

Government (and laid in the Assembly on 30.9.1998), 5.5% of the Delhi

Govemment's total tax revenues devo lved to MCD and NDMC together (instead

of share 'in specified taxes) with their respective shares .worked out @ 70% on the

basis of population and 30% on that of area. On this bas is. the composite share

.of MCD came to ~4~21 % and that of NOMe to 5.79 % during the period of first

Delhi Finance e ornmission. Under the erstwh ile arrangenient, their shares were

around .91.4'1 % and 8.59 % respectively .during the,five year period preceding the

period of first Deihl Finance Commission. Thus NDMC lost as a result of

implementation of this part of recommendation of first Delhi Finance Commission.

With respect to the devolution of funds relating to non plan grants-in-aid, the MCD

suffered because of the imposition of the cap of 4% of Government's tax revenues---and the NDMC also suffered to some extent on this count.
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A comparative statement showing the non-plan transfers to MCD and

NDMC in the form of grant-In-aid and tax-shanng for pre-Delhi Finance

Commission period 1991-92 to 1995-96 and during Delhi Finance Commission

period from 1996-97 to 2000-01 Is placed at Table 1 to highlight the changes in

the finances transferred to MCD and NDMC.

Table 1

TRANSFERS TO MCD AND NDMC
WITH RESPECT TO TAX REVENUES OF GNCTD.

11t$. in Lakhs)

Is. ITD1 1991- 1992- 1993- 199 4. 1995- Tn tal 1996 . 1997- 19911- 1999- ZOOO- T OI. '

IN. n ')J 9 1 9 - 96 119' I· 97 99 2000 0 1 119%-
')6 )1 2001)1

\> ,11991· ... . .(1996-
96\ ZOO\)

, I 2 J 4 S (j 7 Ii ') III Jl- 12 13 I~
I I n .."lf~ ..,. to

~R80 IlOR"5 16S02 11079 ' 1'.!629 82'1·1 21 ~ 38 20 4 1<1 12& 9702 10711 161 12I '0:11 UIII.li(

% o( tJX
I) 97 I 10 i5 1159 ?y I 930 109J 16 691 19 17 40 925. '){>4

revenue

I

\ . Gra nt.l n.:lid 1>590 (.374 7135 7627 8314 365 40 8717 11090 12270 20J73 17202 69652

% of' tax gn ;; U9 5 I .j 27 ) 1).1 .1.82 3 ".\ J 77 J 97 5 .j 3 I 4.21
revenue

I 1-I,\\('U ti04l} (>41 6 1'>650 7 110 76'16 33\122 $030 JOOSS 11089 19496 1609fr 6-1 7(,1;1

% Of lJ X
512 175 ·1.67 J .9l\ 365 ; 47 .' f7 3.42 3. . ~ .68 ],66 J 'XI

I revenue

1-11'1);\1("
'-. 1- !l5 ~ :-

S41 "'8 5 17 01 7 2618 1032 1111 1 877 1106 ,:8&3

I ·o Clf 'a.x 0 .;, I () ol (13-1 (J 29 0.29 0.35 0 27 o 5 I) . 8 n 20 0.25 o to
revenue

~ --- --:-.
II. { 'OIll P"IIS:l lI oll

. lI ltJ 9290 6981 </361 9.t 2 II 15 IM O- 12?:! ' 92 14 61158 3932Q 235(lQ lJll>60
I \"jnnlllcnls

I % of' tax
8 17 5)6 58 52.9 5;3 ('. 11 . In 3,1-1 222 11-1( 534 5 44

revenue ._- -
- - --\1\1(' 1) 1'294 6276 8547 8607 10172 41896 114\ 0 .11 7997 623,1 3KXOS 22755 8720 1

% of tJ~
7.9 4.04 .00 4.82 .t. 2 55 ' 450 2.72 2.02 :> 14revenu e I I .l l 5 17

'l'n Of T:lx 1\9.28 89.90 Q). 2 9 106 89.90 90.28 9.70 R6.50 90.9 1 98.67 96 79 9S 13AS3jgn mclll
:'>/1)'\\<; 820 lI4S

I-
996 705 11 43 4509 13\ 1 1247 624 524 754 4-159

Yo of ta." 0.88 0.52 0.58 0.47 (l.S4 0.6.0 0 '2revenue 0.42 0 20 0.1 0.17 0.29

% ol1·a.~
10.72 10.10 815 894 10 10 9.72 1030 13. 0Assll!llllle ni 9 09 U3 3.21 4.87

2 T1I1 UCVCDUC: 113700 135167 142436 178747 211105 78\ISS 253487 294158 308878 343041 440002 16 9626of Gi'\CfO

b) Change in the fiscal domain of MCD and NDMC following the

recommendations of the First Delhi Finance Commission.

There was no change in the fiscal domain of the MCD and NDMC following
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the recommendations of the First Delhi Finance Commission. However, the

Commission, in pursuance of Article 243 Y (1) (b) of the Constitution.

recommended in Chapter 12 of their Report a number of measures to improve the

financial position of MCD and NOMC.

None of these fiscal measures was implemented either by MCO or NOMC.

Consequently no fund was also transferred by the Government of NCT of Delhi

either to MCD or to NOMC as per recommendations of first Delhi Finance

Commission in respect of transfer of maximum of 1.5 % of GNCTD's tax revenue,

on matching basis with reference to improvement in revenues.

Finally, analysis of the non-plan transfers to MeG and NOMe in the form of

grant-in-aid and basic tax assignment for pre first Commission period l.e. 1991-92

to 1995-96 and during the first Delhi Finance Commission period, from 1996-97 to

2000-01 reveals the following picture :-

Tax assignments to MCD and NOMC which averaged 6.11% of GNCTD's

tax revenues in the pre first Commission period, reduced to 5.44% of GNCTO's

tax revenues as a result of implementation of first Finance Commission's

recommendations. MCO, which was receiving 9.98% of GNCTO's tax revenues in

the earlier period received 9.04% during the Finance Commission period. NOMC,

which was receiving 0.95% of GNCTD's tax revenue in the earlier period received

0.59% of GNCTO's tax revenue during the Finance Commission period.

Table 2 summarizes the impact of implementing the recommendations of

the first Commission.

Table 2

DEVOLUTION TO MCD AND NDMC - SUMMARY
1991 -96 1996-2001

Total devo lution to MCO &
OMC (percentage of tax 10.93 9,64

revenue of GNCTO)
Compensat ion and

6. 11 5.44Ass iqnments (C&A)

Grant- in-aid (GIA) 4.82 4.21
C & A GIA Total C&A GIA Total

Total devolution to MCO 5.51 4.47 9.98 5.14 3.90 9.04

Total devolution to NOMC 0.60 0.35 0.95 0.29 0.30 0.59

18



From the analysis of Table 3 given below, it can be seen that transfers as a

percentage of internal revenue of both Men and NOMe were lower as a sequel

to implementation of the recommendations of the first Commiss ion.

Similar was the case of transfers as a percentage of non-plan expenditure

of both MCD and NDMC.

Table 3

DEVOLUTION TO Meo AND NOMe AS PERCEN TAGE OF THEIR
INTERNAL REVENUE AND NON·PLAN EXPENDITURE

Averaae
Item MCD NOMe

Trans fers 1991-06 1996-01 1991·96 1996-01

as percentage of
52.48 40.46 I 12.16 699internal revenue

as percentage of 33_45 2629 I 10.4 5 697
non-plan expen<fl!ure

Conclusion s ·

The Impact of rmplemennng the recommendations of the first

Comrmssrcn as accepted by Govt. of Delhi was examined by this Commission and

the followIng conclusions are arrived at.

I) In spite of the first Commission's recomme ndations In respect of raising

additional revenues through rationahsticn of property tax, levy of profession tax,

levy of entry tax, increase in various fees, charges, etc. and levy of night parking

charges, since almost none of these measures was adopted by the Municipal

Ccrporatron. or the NOMC, there was no actual change in their respective fiscal

dc mam

II) The system of revenue sharing between Government of NCT and MCD

and NDMC, as also the pattern of grant-in-aid to MCD and NDMC changed

substantially as a result of implementation of recommendations of the first Delhi

Finance Commission .
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Firstly; the scheduler system of tax sharing was replaced by the global

system of tax sharing.

Secondly, while the pattern and the terms and cond itions of non-plan

grants-in-aid were not disturbed, a cap of 4% of Government's tax revenues was

imposed on their total quantum to MCO and NOMe together. This substantially

limited the quantum of funds received by MCD in respect of grant-in-aid compared

to earlier.

Thirdly, the shares of ,MCO and NOMe in the composite devolution pattern

In use prior to the recommendations of the first Cornrnisslon for the period

1991-96 were around 91.41% and 8.59 % respectivel y. On the basis of first

Commission's recommendations regarding working out respective shares of MCO

and NOMC @ 70% on the basis of population and 30% on the basis of area, the

composite share of Mel) works out to 94.21 % and that of NOMe to 5.79 % for

the period

*****
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PART II



CHAPTER III

STATE OF FINANCES OF THE LOCAL BODIES

The area of NCT is serviced by three local bodies namely MCD,

NDMC and the DCB, with 1397.3 sq kms.. 42.7 sq. kms. and 43 sq. kms.

falling under each of these respectively. Of these, only MCD and NDMC

come in the category of municipalities . The Delhi Cantonment Board

represents a unique form of local self-governance. The Cantonments are

administered directly by the Ministry of Defence in the Central Government

under a separate act viz Cantonment Act. 1924; and are thus quite unlike

other local self-government institutions which are subordinate to the

authority of the State Governments.

Population

The NCT of Delhi is a fast growing metropo lis There are mani fold

reasons for rapidly increasing population. One of the main reasons has

been the high rate of growth of development works Including residential and

commerci al establishments, which in turn has led to attracting large

numbers of people from all parts of the country. This IS also because Delhi

is the seat of the Central Government. As per the 2001 census, the total

population of what is now NCT was 137.83 lakhs compared to 94.21 lakhs

in 1991 representing an exponential annual growth rate of 4.15 per cent,

way above the annual average growth rate of 2.14 per cent for the country

as a whole. Of this 93 per cent was urban population compared to the all

India average of 28 per cent, The dens ity of population of Delhi, which is

highest amongst the states and union territories of the country , was 9294

persons per square kilometers in 2001 census , twenty eight times the all

India average of 324 persons per square kilometer.
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Table 1

PROVISIONAL FIGURES OF INDIA AND DELHI CENSUS - 2001
S.N. ITEM INDIA DELHI

1991 2001 1991 2001

1 Population (in lakhs) 8386 10270 94 138
2 Males 4352 5313 52 76
3 Females 4034 4957 42 62
4 Percentage share of population in total

100% 1.34population
4 Average Annual Exponential growth

~% 4.15%
rate 1991·01

5 Density (persons per Sq. Km.) 267 324 6352 9294

I
-

I
6 Sex Ratio .(Females per thousand 927 933 827 821

Males):

MCD area accounts for 97 per cent of the total area of NCT, with

NOMC accounting for 2 per cent and the DCB for the remaining 1 per cent.

Within MCD area , as much as 23 per cent of total Delhi's population resides

in Trans Yamuna area even though it const itutes only 8% of the total area

of NCT of Delhi. While the Commiss ion notes that inward migration has

become an integral part of NCT. it is nevertheless concerned tha almost

the entire brunt of this migration is being borne by M~D , causing major

strain on its Infrastructure and financial resources . Between 1971 and

200 1. while NDMC's share in the total population of Delhi declined from 7

per cent to 2 per cent, and from 1.4 per cent to 0.9 per cent in the DCB

area,in MCD area, it Increased from 91 per cent to 97 per cent. The

figures in respect of area and population in respect of tile three local bodies

may be seen in Tables 2 and 3 respectively .

Table 2

AREA UNDER THE LOCAL BODIES fiN SQ. KMsI
I S.N. Area as per census

LOCAL BODIES
I 1971 1981 1991 2001

1) MCD -

il Urban: 360.59 506.19, 599.63 805.38
ii) Rural 1038.70 891 10 797;66 591.9 1

iiil Tolal 1399.29 1397.29 139729 1397.29
UJ NOMC 42.74 42 74 4274 42.74
i 3) DELHI CANTONMENT 42.97 42 97 42.97 42.97
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Table 3

GROWTH IN POPULATION UNDER LOCAL BODIES UN LAKHS)
S.

'C •

POPULATION CENSUS
N. LOCAL BODIES

197.1 1981 1991 2001

1) MCD

Urban 32.88 .54.1 80.76 124.01

(80.87) (86.97) (85.73) (89.97)

Rural 4.19 4.52 9.49 9.63

(10.30) (7..27) (10.07) (6.99)

Tolal 37.07 58.62 90.25 133.64

(91.17) (94.24) (95.80) (96.96)

2) NOMC 3.02 2.73 3.01 2.95

(7.42) (4.39) (3.20) · (2.14)

3) DELHI CANTo"NMENT 0.57 0.85 O.9~ 1.24

(1.41) (1.37) (1.00) (0 ~90)

(Agures In bracketslndlcatepercantaqe to total populahon)

Similar trends are seen in the case of density of population (Table A).

Whereas in the case of NOMe, there has been a marginal decline from

7061 persons per square kilometer in 1971 to 6897 persons per square

kilometer in 2001, density of population has steeply increased in MCD area

from 2649 persons per square kilometer in 1971 to 20680 persons in 2001.

i.e.. an increase of more than eight and half times. It is, therefore , not

surprising that the aggregate receipts of MCD which grew at 32 per cent per

annum .between 1990.,91 and 2000-01 , when measured in per capita terms

showed a reduced growth of 18 per cent during the same period. In the

case of NDMC, in the absence of significant change in population , the

annual growth rate of aggregate receipts and per capita receipts at 64 per

cent and 65 per cent respectively, is very nearly identical.

Table 4
TREND OF DENSITY OF POPULATION

S.N. DENSITY(PERSONS PER SQ. KMS.)'LOCAL BODIES
1971 1981 1991 2001

1) MCD

II Urban 9118 10688 13464 15398

Ii) Rural 4()3 507 1190 1627

iii) ' Total 2649 4195 6459 2068()

2) NDMC 7061 6388 7050 6897
3) DELHI CANTT. 1334 1982 2197 2896
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A large part, more than half, of MCD's population lives in areas like

Resettlement Colonies, Regularized Unauthorized Colonies, Unauthorized

Colonies and J.J . Clusters etc. which are bereft of basic civic amenities.

The rural population in MCD area exhibited a high rate of growttl during

1981-1991 . However, this ·trend totally reversed during the decade 1991­

2001. In the decade 1991-2001 , it registered a decadalgrowth rate of only

1.50 % as against a decadal growth rate of 109.86 % during 1981-91 and

8.01 % decadal growth rate during 1971-81. Major factors causing increase

in population are migration of workerllabour class to Delhi. This population

initially settles in slums and later gets accommodated in Resettlement

colonies. About 1071 unauthorized colonies and 1070 J .J, Clusters have

come up in all parts of Delhi.

A. MUNICIPAL CORPORATION OF DELHI

Background

The Delhi Municipal Corporation Act , 1957 was enacted by

Parliament on December 28, 1957 and the first Corporation came into

existence on April 7, 1958. The statutory bodies providing water , electricity

and transport services were placed under the overall control of the

Corporation, but SUbsequently these were segregated and constituted as

separate boards/undertakings.

MCD is the largest municipal authority of NCT and according to MCD. the

largest in the world on the basis of population serviced. It has both urban and

rural areas in its jurisdiction, which is a peculiar characteristic. Me l:.) is .also

entrusted with work of developmental nature. incl ud in~ construction of arterial

roads and over-bridges, colony hospitals and some major hospitals. The

Corporation employs overone lakh persons.

24



Functional Domain

MCD performs both obligatory and discretionary functions which are

detailed in Chapter IV of this report

Sources of Finance

In order to enable MCD to perform the functions entrusted to it efficiently,

secuon 99 of the DMC Act provides for constitution of a Municipal Fund to which

aU the moneys received on behalf of Mea from various tax and non-tax

sources, and transfers from GNCTD and other government bodies are to be

credited .The Act provides for obligatory and discretionary taxes to be levied by

MCD. Section 113 of the DMC Act lists the obligatory taxes. These comprise :-

(I) Properly tax

(ii) Tax on vehicles and animals,

(iii) Theatre tax,

(iv) Tax on advert isements other than those published in the

newspapers.

(v) Duty on transfer of properly; and

(vi) Tax on buildings. payable along with applications for sanction

of Building Plan.

Further, under Section 113(2), MCD is empowered to levy, at its discretion,

all or any of the taxes from amongst the following :-

(i) Education cess,

(ji) Local rate on land revenues,

(iii) Tax on professions, trade, call ings and employment,

(IV) Tax on consumption, sale or supply of electricity.

(v) Betterment tax on the increase in urban land values. caused by

the execution of development works.

(vi) Tax on boats, and

(vi i) Tolls.
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Currently, MCD levies all the obligatory taxes. Among the discret ionary

taxes, tax on consumption of electricity and toll tax is levied.

In addition to the obligatory and discretionary taxes, it charges fees for

providing certain services and also imposes fines for violation of any provisions of

the Act. Fee is charged for educational and medical services, tehbazari, chabutra

projections, etc. Fines are imposed for violating building by laws and for breaches

of other laws/ru les and regulations of DMC Act

Besides revenue from its own taxes, MCa used to receive a share in the

assigned taxes from the GNCTD upto 1995-96. The assigned taxes were: (I)

Motor vehicles tax, (ii) Entertainment tax, and (iii) Terminal tax. and compensation

In lieu thereof. after its abohnon in January, 1993. After the implementation of

recomme ndations of first Deihl Finance Commission, MCD receives a specified

proportion of the pool of state tax revenues from the Government of NCT of Delhi.

In addition it receives non-plan grants for primary education , mid-day-meal

programme and maintenance of resettlement colonies transferred from DDA to

MCD in 1988-89. Grants for primary education are given @ 60% of the actual

eligible non-plan expenditure incurred by Education department which is further

restricted to the ceiling of 4 % of GNCTD tax revenue taken together with

reimbursement of expenditure on resettlement colonies and mid-day-meal

programme.

Fiscal appraisal of MCD

The fiscal appraisal of MCD requires analysis of revenue receipts and

revenue expenditure of MeD. Revenue receipts comprise tax revenues.

non-ta x revenues, assigned taxeslshare in global taxes and non-plan grant­

in-aid. Revenue expenditure is classified under sixteen different heads.

Table 5 present a bird's eye view of revenue receipts and internal

revenue of the MCD for the period from 1990-91 to 2000-01. Summary

tables may be seen in this chapter. Details are given in the table at

Ann exure 3.1 ,
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Data in the tables is as furnished by MCD in respect of internal revenue

receipts. In respect of transfers, Le., grants- in-aid and -assigned taxes I share in

global taxes, data is as provided by NCT of Delhi.

Table 5

REVENUE RECEIPTS (SUMMARY) - MCD

I
(Rs. In lakhs)

ACTUALS
ITEMS 1990 · 1991· 1;1992. 1993 - 1994 -

91 92 93 94 95
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96 97 98 99 2000
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Overall Trends in Revenue Receipts and Revenue Expenditure

It can be seen that total revenue receipts of MCD grew from Rs.

318.91 cro res in 1990-91 to Rs . 1359.84 crores in 2000-01 , wh ich reflected

a trend growth rate of 17% per annum over the eleven years time series

data.
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BOX 1 : GROWllt OF INTERNAl.REVENUE · MCO If IS)
Ra. tn Crorn

Y••,. TuR_nu. Non-Tu R.....n-... Intltmal R8"enll4l
CTali to Non-Tax)

'09019' 158.49 39 48 197 .97

199111~2 In.14 24 .72 201.86

, .."., 131 .12 39 .13 226"
,..- 261.91 33 .74 30165

'''''''''
313.SS 52.65 ""50

' 995IIl6
370.10 .. n 425.42

jAl'lI'WI Trena Growlh Rate ~I 19.80 11.32 11.31
duma 1990f9110 1995196
,...", « 9,61 « 25 49:3 92

199 7/iS 531.99 4554 5n.53

,....... 62091 541 2 61509

' 1l9OIOO 13198 147 .55 eee.sa
12oooo, 866.22 1~.11 97133

~_Trend Gmwttl Rate I%)dumg 17.10 33.72 19.43
1996191 102OOOKI1
fA"'"UaI .TrendGrowth Rate 1%1 19.43 13.00 11.58
~ 199G'91 102000101

BOX 2 : MEASURE OF ANNUAL GROWTH RATE
CONCEPT OF REGRESSION METHOD

A technically superior method of computing average annual growth rate is
based upon the following model which did not suffer from biases presented from
averaging extreme values as well as simpty averaging arithmetically the values which
themselves are ratios and not merely numbers.

Yt=Yoebl

in which

Y,
Yo
b

=
=
=

the value of the series (expenditure or receipt) at the final year,
the initial year (I =O)value,
(1N.t(dYtldt) = instantaneous rate of growth of Y at time t, and
deno tes time.

The function descr ibes a variable Y which displays a constant proportionate rate 01
growth (b>O) or decay (b <0).

As against this, total revenue expenditure grew from Rs. 305.65

crores in 1990-91 to Rs. 1372.80 crores in 2000-01, which reflected a trend

growth rate of 18% per annum over the same period (details in table at

Annexure 3.2). Because of the fact that receipts have grown at a trend

growth rate of 17% per annum, whereas expenditure has grown at a higher
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rate of 18% per annum, MCD has made' use of ways and means loans for

meeting the budgetary requirements.

Revenue Receipts

During the period, from 1990-91 to 2000-01 , internal revenues grew

at a trend rate of 19% per annum from Rs. 197.97 crores in 1990-91 to Rs.

971 .33 crores in 2000-01. Internal revenue which comprised 62% of total

revenue receipts in 1990-91 increased to 71% of total revenue receipts in

2000-01. Internal revenues consist of both tax revenue and non-tax

revenue. While tax revenue increased from Rs. 158.49 crores in 1990-91

to Rs. 866.22 crores in 2000-01 , with a trend growth rate of 19% p.a., non­

tax revenue increased at a trend growth rate of 13% p.a. only . Tax

revenues constituted 80%' of internal revenue in 1990-91, while non-tax

revenues constituted the remaining '20%. In 2000-0~ , the share of tax

revenue had increased to 89% of internal revenues , while that of non-tax

revenues had come down to 11%.

It is seen from the above analysis that not only did the share of

MCD's internal revenue receipts in total revenue increase during this eleven

year period under study. but also that within the internal revenue increase ,

higher tax revenues contributed to a larger share in total revenue receipts,

than non tax revenue receipts. (Details-In the table at Annexure 3.1)

The major elements of tax revenue consisted of obligatory taxes ,

namely House Tax, Duty on Transfer of Property , Miscellaneous taxes as

also discretionary taxes, namely tax on sale and supplyof electricity and toll

tax. The increase in revenue account receipts from one major source,

namely, property tax is shown in Table 6 below.
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Table 6

REVENUE ACCOUNT RECEIPTS FROM PROPERTY TAXES FOR MCD
Year Receipts (Rs. In Crores)

1990/91 127.21

1991/92 137.17
1992193 137.22
1993/94 205.71

1994/95 234.25

1995/96 267.14

Annual Trend Growth Rate (%)durinq 1990/91 to 1995/96 17.75
1996/97 331.86
1997/98 424 .80

1998/99 508.09

1999/00 596.38

2000/01 677.22
Annual Trend Growlh'Rale '(%)durinq 1996/97 to 2000/01 19.31

Annual Trend Growth Rate (%) during 1990/91 ,..102000101 19.90

It can be seen that the growth rate of 20% per annum in property tax

collection during the eleven-year period 1990-91 to 2000-01 is higher than

the growth rate of 17% per annum in respect of revenue receipts of MCD

during the same period.

The collection to demand ratio during the period of eleven-years,

1990-91 to 2000-01 is given in Table 7 below. The Commission noted with

concern the low level of collection to demand ratio at 21% in 2000-01 This

demand includes the amount of arrears of property tax stayed by the

Courts.

Table 7
PROPERTY TAX · DEMAND AND COLLECTION RATIO.
Property Tax (Rs. in Crores) % of 3 to 2Years

Demanded Collected

1 2 3 4
1990/9 1 1396.83 12721 9.11I
1991/92 1623.95 137,17 8,45
1992193 1850.66 137.22 7.41
1993/94 2107.37 205.71 9.76
1994195 2316 ,09 234.25 10.11
1995/96 252323 267 '14 10.59
1996/97 2704.26 331.86 12.27
1997/98 2871.62 424.80 14.79
1998/99 3007.33 508.09 1690
1999/00 3167.59 596.38 18.83
zooooi 3246.64 677.22 20.86
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Within tax revenues, house tax and duty on transfer of property grew

faster than overall tax revenue, at a trend growth rate of 20% per annum

over this period as against trend rate of growth of 19% per annum for tax

revenues as a whole. Miscellaneous taxes and tax on sale and supply of

electricity grew at a relatively slower pace, at 2% per annum and 12 % per

annum respectively.

BOX 3: REVENUE RECEIPTS OF MCD

- "em % rate of growth %rate 01growth % rate 01growth
1990-91 101995-96 1996-97102()OO.01 1990-91to2000-01

Tctal revenue- receipt 1435 22-46 1669

Tall: revenuereceipts 1980 17 80 1943

Ncn-I&.ll receets 11.32 33 72 1300

Shared aevences 10.00 28.32 13.03

Om"" 4 17 23.09 11.46

The major sources of non-tax revenue consisted of rent, fees, fines and

other miscellaneous receipts.

From analysis of the data in Table 5. it can be seen that there is wide

variation both in respect of amount received under tax assignments and non-plan

grant-in-aid during the period 1997-98 to 2000-01 . This is because of the fact that

the recommendations of first Delhi Finance Commission were accepted in the

year 1998-99 and the arrears of 1996-97 were paid in 1999-2000.

t<evenue t:xpenditure

In respect of expenditure. all figures are based on data furnished by MCD

in the Memorandum. The break-up of composite totals was furn ished by MCD

subsequently, wherever necessary.
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MCD maintains its accounts in five volumes. Volume - I perta ins to

non-plan receipts and expenditure. MCD does not distinguish between

non-plan revenue expenditure and non-plan capital expenditure for all

practical purposes. Non-plan capital expenditure e.g. repayment of loans

received from Government of NCT of Delhi for creating remunerative assets

is booked in Volume - I of the budqet document. Accordingly, the

Commission has adopted the same practice. Volume - II covers the

transactions under Plan schemes, both revenue and capital, which are

implemented mostly from the grants and loans which MCD receives from

the Government. It also includes accounts of projects financed through

grants from other agencies. Volume - III covers rece ipts and expenditure

on the maintenance of 44 resett lement colonies transferred to MCD by the

D®A in 1987-88 for which it receives grant from the Government. It covers

transactions of the Slum Wing as well. Volume - IV deals with loan receipts

and outgo on account of non-plan capital expenditure on commercial

ventures Volume .- V is also one of capital expenditure covering activ ities

like construction of houses etc. financed through special grants from the

'Government.

Revenue expenditure consists of expenditure on 'general supervision,

collection of revenue, education, libraries, public health, medical relief,

conservancy arid street cleaning , scavenging, drains and sewers, roads and

public lighting, buildings, land acquisition and management, fire brigade, licensing

and removal of encroachments, gardens and open spaces, markets and slaughter

houses, miscellaneous including petty new works and development charges.

reserve fer unfereseen charges, development charges and others. Table 8 gives

a summary of revenue expenditure of MCD in 1990-91 and in 2000-01 . The

details are given in the table at Annexure 3.2.

32



•

Tabl e 8

REVENUE EXPENDITURE (SUMMARY) - MCO
RII.1n l,khS

S.N. lmportanl ltoms of Expenditure
Amount
1990-9' ......,

Revenue Ell nditure '~
12824

1-' ,Educa t ion "...
'" olQe of revenue e xoondi

,
II :Pub l lc H9alth ,7<

'llo aoe 01 revenue. ...,""
'" .cIte" l Rello' ~ 12«

'llo ;1 e of revenue e ,
I-~

so rv.ney, Street Oe'Mlng '" '63«

" 01revef1U8 e
~

,
V Se.a~,.,glng. Dl"lI lns and S_rs '"

'" a e 01 revenue • 1

I VI ~d$ and PUblic L ht ' 330 1076:

". "......... n
VII GanSen and 0 nS '" 61S7i

I " ~e of revenue •
VIII ~~~'!'tty New Work. 325 3J7~

Di ibMn an d oebl 'Ctwlraes
2'". of revenue e "

The major elements of total revenue expenditure in 1990-91 were

education which was 26 % of the total. Conservancy and Street cleaning which- -was 20% of the total. and Roads and Public lighting which was 11 % of the total.

The composition of revenue expend iture did not change significantly during

the eleven year period under study and the corresponding figures for education,

conservancy and street cleaning and roads and public lighting stood at 25 %, 19%

)

and B% respectively for 2000-01. However, expenditure on miscellaneous

expenditure Including petty new works an'"d'd;partment charges~tead i ly increa;d

from 11 % In 1990-91 to 25% in 2000-01.

---

It is significant that the growth in internal revenue of MCD has not-- -
increased at the same pace as growth in non-plan revenue expenditure after the

implementation of First Commission's recommendations . Due to this reason ,

MCD had to go for ways and means advances from Government of NCT of Delhi.-
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BOX 4 : REVENUE ACCOUNT EXPENDITURE OF MCD

Year ExoendlllJl"e IRs. inCtOfesl

1990191 305.65

1991/92 34239

19!W9J 35724

1993/94 41721

1994J1l5 487.79

199""" 582.05
Annual Trend GroY.1h Rate (%) during 1990'91 to 1995196 13.52

199&'97 667.40

1997/98 8 16.54,_
1121.23

1999100 1358.94

2000'01 1372.80
Annual Trend GrO'Mh Rale (%)dUfing 1996/97 10 2000f01 21.55
Annual Trend Growth Rate ('Yo) during 1990/'91 10 2000101 17.90

The different components of revenue expenditure in MCa were studied in

some depth by the Commission. Table 9 below gives the important components

of revenue expenditure of MCa .

Table 9

COMPOSITION OF REVENUE ACCOUNT EXPENDITURE OF MCD
AS PERCENTAGE OF TOTAL REVENUE EXPENDITURE)

Year Establishment including Operation and Interest Payments
wages and salaries Ma Intenan ce

1990191 72.24 5.50 0.90

1991/92 71.98 7.95 1.28

1992193 74.60 I 8.10 0.89

1993/94 73.53 684 0.59

1994/95 70.42 8.26 0.96

19S5196 68.24 7.74 0.17

1996/97 68.44 • 7.63 0.10

1997/98 72.54 6.65 004

1996/99 8022 1<_,. 4.54 5.10

1999100 79.08 4.70 5.17

2000101 71.65 3.63 5.53

It is found that expenditure on establishment including wages and salaries

remained around 70% in most years, but increased to 80% and 79% respectively
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in 1998-99 and 1999-2000 on account of implementation of the Fifth Pay

Commission recommendations. Such a high percentage of expenditure on wages

and salaries is attributable to labour intensive services like education, solid waste

management and conservancy being provided by the MCD. Another factor is

deployment of large number of teachers for imparting primary education.

Expenditure on operation and maintenance of services remained in the

region of roughly 4 to 8 % of total revenue expenditure. This suggests that MCD

is not adequately maintaining the capital assets earlier created.

Interest payments, which were low, at around 1% till 1994-95, fell further

initially, but later went up to more than 5% during the years 1998-99 to 2000-01 .

Such a high jump in percentage of interest payment to revenue expenditure is due

to recovery of interest from the share in global tax provided to MCD by

Government of Delhi.

BOX 5 : EXPENDITURE ON SOLID WASTE MANAGEMENT OF
MCD

(Rs. In crores)
Year Solid Waste ManaQement

1990/9 1 69.47
1991/92 71.82
1992/93 78.87
1993/94 95.52
1994/95 112.25
1995/96 127;40

Annual Ave rage Growth Rate (%)
13.93during 1990/91 to 1995/96

1996/97 147.81
1997/98 187.57
1998/99 275.94
1999/00 333.65
2000/01 274.53

Annual Av erage Growth Rate (%)
19.89during 1996/97 to 2000101

Annual Avera ge Growth Rate (%)
18.20during 1990/91 to 2000/01
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B. New Delhi Municipal Council

Background

The New Delhi Municipal Council was so renamed in February 1927, and

upgraded as a first class municipality in 1932. However, the Punjab Municipality

Act, 1911 as applied to NOMC was replaced by the New Delhi Municipal Council

Act, 1994 and the Council was notified on 10.11.1995.

In respect of New Delhi Municipal Council, which consists of only 3 per cent

of the area and 3 per cent of the population of National Capital Territory of Delhi, it

was 'felt that a different kind of legal system had to be structured which took into

account special characteristics of the New Delhi Municipal Council area. The New

Delhi Municipal Council area comprises the territory that has been described as

Lutyen's Delhi and which has historically co-me to be reqarded as the seat of

central authority in the Union of India. Efficient functioning of municipal services in

this area is critical and is a factor which has an Important bearing on the

functioning of the NDMC.

Accordingly, a special legislation was structured for New Delhi Municipal

Council area. The principal features of the law governing New Delhi Municipal

Council area are that the Chairperson is nominated by the Central Government in

consultation with the Chief Minister of Delhi. Three members of the legislative

assembly of National Capital Territory of Delhi representing New Delhi area are

nominated on the Council, five members are nominated from the officers of

Government by the Central Government and two members are nominated by the

Central Government iii consultation with the Chief Minister of Delhi to represent

professionals like lawyers, doctors, intellectuals, traders, labourers etc. The

Member of Parliament from New Delhi area is a special invitee without voting

rights. Also, out 'of eleven members . at least three are to be women members

and one member is to belong to scheduled caste.

Functional Domain
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Like MCD, NOMe performs both obligatory and discretionary

functions. These are detailed in Chapter IV of the report.

Sources of Finance

Under Section 55 of the NOMG Act, 1994, the NOMC is empowered to

-adopt budget estimates for the ensuing year on the basis' of the anticipated

income and expenditure under different heads as well as the expected

government assistance under both plan ana non-plan account.

Sections 60 to 125 of the NOMC Act, 1994 deal with taxation powers of the

Council. Section 60(1) mentions the obligatory taxes, which shall be levied by

NOMe. These inc ludes-

(a) Property tax;

(b) A tax on vehicles and animals;

(c) A theatre tax;

(d) A tax on advertisements other than advertisements published in the

newspapers;

(e) A duty on the transfer of property; and

(f) Atax on bUildings for sanction of building plan.

In addition to obligatory taxes, NOM8 has also been assigned certain

discretionary taxes under Section 60(2) of the Act. These are :-

(a) education cess:

(b) tax-on professions, trades, callings, and employment,

(c) taxon' the consumption,sale or supply of electricity,

(d) betterment tax on the increase in urban land values caused by the

execution of any development and improvement work , and tolls .

Presently , NOMC is levying all the obligatory taxes but no

discretionary tax .

Sections 126 to 136 of the NOMC I\ct deal with borrowings by NOMC, The

provisions are similar to those for MeG. The NOMC Act mandates that any
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surplus funds in NOMC can be Invested either in scheduled banks or in public

securities.

FISCAL APPRAISAL OF NOMe

The fiscal appra isal of NOMC requires analysis of revenue receipts and

revenue expenditure of NOMe. Revenue receipts comprise tax revenues , non-tax

revenues, assigned taxes/share in global taxes and non-plan grant-in-aid.

Revenue expenditure can be classified under eleven different heads.

Tables 10 presents a bird's eye view of revenue receipts of the NOMC for

the period from 1990-91 to 2000-01. The details are given in the table at

Annexure 3.3.

Data in the tables is as furn ished by NOMe in respect of internal

revenue receipts. In respect of transfers , i.e. grants in aid and assigned

taxes/share in global taxes, data is as provided by NeT of Delhi.

Table 10

REVENUE ·~RECEIPTS (SUMMARY) - NOMC
ACTVALS IRs. In Lakhs)

S.N. ITEMS 1990- 1991- 1992- 1993- 1994- 1995- 1996- 1997- 1998- 1999- 2000- ITrend
91 92 93 94 95 96 97 98 99 2000 01 Growth

1 2 3 <4 5 6 7 8 9 10 11 12 13 14

Total Revenuo Receipts (I + II) 15205 21593 23301 m81 33196 35894 39578 49075 53645 59952 74583 16

Growth ove~ prevoyea 42 8 19 19 8 10 24 9 12 24

I. Intornal Revenue

A. Tax Revonue 732 1024 1261 1962 2300 2723 2994 3873 4859 7516 9660 ·27
% age of internal revenue 5 5 6 8 ? .8 8 8 9 13 13

Growth over prev , year 23 56 17 18 10 29 25 55 29
a Non Tax Revenue 13461 19032 20877 24514 29534 31411 34586 42922 46981 51035 83063 15

% of Internal Revenue 95 95 94 93 93 92 92 92 91 87 87
Growth over prev . yeal 41 10 17 20 6 10 24 9 9 24

\Total I (A+B) (Tax and Non Tax 14193 20056 22138 2~76 31834 34134 37580 46795 51640 58551 72723 16
Receipts/ Internal Revenuo)

% age of Revenue Receipt 93 93 95 95 96 95 95 95 97 98 98
Growth over prev, year 41 10 20 20 7 10 25 11 13 24

II. ITransfers

A- lTax Assignme nts 537 996 705 820 845 1143 1311 1248 624 524 754 0.04
% of total transfers 53 65 61 63 62 65 66 55 35 37 41

Growth over prev. year 85 -29 16 3 35 15 -5 -50 -16 44
S- Non-Plan Grant-in-Aid 475 541 45S 485 517 617 687 1032 1181 8n 1106 10

% of total transfers 47 35 39 37 38 35 34 45 65 63 59
Growth over prav. yeal 38 -47 15 18 57 40 196 85 -173 13C

TOTAl II (A+BI (Transfersl 1012 1537 1163 1305 1362 1760 1998 2280 1805 1401 1860 5
% of lotal revenue recelpts 7 7 5 5 4 5 5 5 3 2 2

Growth over prev . yea 52 -24 12 4 29 14 14 -21 -23 33
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It can be Seen that the contribution of transfers as a percentage of

total revenue receipts from Government of Delhi has decreased from 7% in

1990-91 to a meagre 2% in 2000-01. Further analysis of the transfers of

funds , which has two components viz.• tax assignmentsl global share and

non-plan grants-in-aid, reveals that percentage share of tax

assignment/global share which was 66% during 1996-97 decreased to 41%

during 2000-01 .

BOX 6: INTERNAL REVENUE - NOMC

(Rs. in crores)
Years Tax Non-Tax Internal Revenue

Revenue Revenue (Tax + Non-Tax)

1990/91 7.32 134.61 141.93
1991/92 10.24 190.32 200.56
1992/93 12.61 208.77 221.38
1993/94 19.62 245.14 264.76
1994/95 23.00 295.34 318.34
1995/96 27.23 314.11 341.34
Annual Trend Growth Rate (%) 30.95 17.74 18.54
during 1990/91 to 1995/96
1996/97 29.94 345.86 375.80
1997/98 38.73 429.22 467.95
1998/99 48.59 469.81 518.40
1999/00 75.16 510.35 585.51
2000 /01 96.60 630.63 727.23

Annual Trend Growth Rate
35.06 14.73 16.70

(%)during 1996/97 to 2000/01

Annual Trend Growth Rate 26.56 19:60 20.73(0;0) dUring 1990/91 to 2000/01

Overall Trends in Revenue Receipts and Revenue Expenditure

It can be seen from the table at Annexure 3.3 that total revenue

receipts of NOMe grew from Rs. 152.05 crores in 1990-91 to Rs. 745.83

crores in 2000-01, which reflected a trend growth rate of 16% per annum

over the eleven years time series data.

As against this . the table at Annexure 3.4 brings out that total

revenue expenditure increased from Rs. 151.03 crores in 1990-91 to Rs.
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732 .24 crores in 2000-01, which reflected a trend growth rate of 15 per

annum during the same period.

Revenue Receipts

During the period from ~ 990-91 to 2000-01 . internal revenues grew at

a trend rate of 16% per annum from Rs. 141.93 crores in 1990-91 to Rs.

72723 crores in 2000-01 . Internal revenue which comprised .93% of. total

revenue receipts in 1990-91 increased toa massive 98% at-total revenue

receipts.ln 2000-01.

Internal revenues consist of both tax revenue and non-tax revenue .

While tax revenue increased from Rs. 7.32 crores in 1990-91 to RS.96.60

crores in 2000-01, with a trend growth rate of 27% per annum, non tax

revenue increased from RS.134.61 crores in 1990-91 to RS.630.63 crores in

2000~01 , with ' a trend growth rate of 15% per annum. Tax Revenues

constituted 5% of internal revenues in 1990-91 while non-tax revenues

constituted' a massive 95%. This was because of the large volume of

revenue receipts from sale of energy (Rs. 90.69 crores), rent/license fee

(Rs.26.20 crores) and other miscellaneous receipts (Rs.5.91 crores) in

1990-91 . In 2000-01 , the snare of tax revenue in total internal revenue

increased to 13% while that of non tax revenues reduced somewhat to

87%,

It is clear from the above analysis that not. only did the share of

NOMG's Internal revenue receipts in total revenue receipts increase during

this eleven year period, under study, from 93% to 98%, but also within the

internal revenue increase. higher non tax revenues and not tax revenues,

contributed to a larger share in total revenue receipts .

Since the share of internal reveriue in total revenue receipts

Increased from 93% in 1990-91 to 98% in 2000-01 over this eleven year
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period , the share of transfers including tax assignments and non-plan grant­

in-aid for education and mid day meal scheme came down from 7% in

1990-91 to 2% in 2000-01.

It can be clearly seen that NOMe is dependent on transfers from

Government of NeT of Delhi to a very limited extent. Transfers constituted

barely 2% of total revenue receipts in 2000-01 .

The major elements of non-tax revenue which increased significantly

during this period are interest on investment, sale of energy, renUl icense

fee and other miscellaneous receipts.

Interest on investment increased from Rs. 5.40 crores in 1990-91 to

Rs. 30 crores in 2000-01. The revenue receipts on account of sale of

energy increased from Rs. 90.69 crores in 1990-91 to Rs. 467.77 crores in

2000-01 , which resulted in its share in non-tax revenue increasing from

67% in 1990-91 to 74% in 2000-01. Revenue receipts on account of

RenUlicence fee increased from RS.26.20 crores in 1990-91 to Rs. 78.16

crores in 2000-01. Though the receipts from renUlicence fees increased in

absolute terms. in terms of the share of renUlicense fee as a % of all non­

tax revenue, the share fell from 19% in 1990-91 to 12% "in 2000-0 1. Other

miscellaneous receipts increased from Rs. 5.91 crores in 1990-91 to Rs.

54.70 crores In 2000-01 showing a trend rate of growth of 29% per annum.

The share of other miscellaneous receipts as a percentage of non-tax

revenue increased from 4% in 1990-91 to 9% in 2000-01.

BOX 7 : REVENUE ACCOUNT RECEIPTS OF NOMC

% Growth % Growth % Growth
1990-91 to 1995·96 1996-97 to 2000-01 1990-91 to '200.Q:QL.

Total Revenue 1789 15.81 15.50
Acco unt Rece iots
Tax Receipts 33.31 35.70 I 28.29
Non Tax Rece iots 1774 14.73 15.01
Shared Revenue 10.31 -18.99 -0.26
Grants 3.57 7.58 10.16
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The elements of tax revenue consisted of house tax,

duty on transfer of property and tax on advertisement/show/theatre, which

constituted '83%, 15% and 2% respectively of tax revenues in 1990­

91. This break - up changed to 93%,7% and 0% respectively in 2000-01

since the growth rate in house tax at 32% per annum was higher than that

in other categories. Table 11 shows the growth in receipts from property

taxes over this period for NOMe.

Taole 11

REVENUE ACCOUNT RECEIPTS FROM PROPERTiYTAXES FOR NOMC
(Rs. in Crores)

Year NOMC

1990/91 6.06

1991/92 8,80

1992/93 11.82
1993/94 18.37

1994/95 21.44
1995/96 24.33

Annual Trend Growth Rafe (%) during 1990/91 to 1995/9~. 33.31

1996/97 27.00
1997/98 36.66
1998/99 44.70

Ii

1999/00 70.72
2000/0 1 89.46

Annual Trend Growth Rate (%) during 1996/97 to:2000101 35.70
Annual Trend 'Growth Rate (%) dunnQ 1990/91 to 2000/01 28.29

Table 12 presents further details in respect of property tax assessed,

demanded and collected in respect of NOMe area. It is seen that collection

to demand ratio has improved from 16% in 1995-96 to 31D/'O in 2000-01 .

Another important feature of property tax collection in NOMe area is a very

high-increase in the ratio of collection to assessments from 31 % in 1995-96

to 1'4% in 2000-01.
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Table 12

NOMe. PROPERTY TAX ASSESSED,
DEMANDED AND COLLECTED

Prceertv Tax Rs. In Crores % 01
Years Assessed Demanded Coll ected 3 to 1 3102

1 2 3 4 5
1995196 78.32 156.60 24.33 31 16

1996/97 93.20 . 210.81 27.00 29 13
1997/98 110.80 273.32 36.66 33 13
1998199 92.27 308.68 44.70 48 14
1999/00 132.2 1 377.36 70.72 53 19

12000101 12Q.63 29 1.34 89.46 74 31

Revenue Expenditure

The revenue expenditure data in Table 13 is as supplied by the

NDMC. As in the case of MCD, the capltal expenditure on repayment of

loan and investment in capital assets etc. has been taken as part of

revenue expenditure of NDMC.

Table 13
REVENUE EXPENDITURE (SUMMARY) • NDMC

IRs. In Lakhs
ACTUALS

SN. IMPORTANT ITEMS OF
EXPENDITURE

f90.91 1991· 1992· 199)·1994- 1995. 19" · 1997·1 11911 · ,999-- 2000- ...n
92 93 ... 95 98 97 98 99 2000 01 Gr.

3 ~
15~~

•
I 7 8 , 10 11 12: 13 14
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Table 13 (Contd.)

Iv) EJoclriclty 707~ 965C 1109612889143221625:l 18800 206502254~12754 2697 1"l

% .aQ8or revenue exoeoenure 4 4f 48 4 44 4E 4E 43 47 4~ 3
Growth over prev , yea 3E 15 1E 11 1~ 1€ 10 E 2 - 1~

(vi) Olher Mpl. Works 1 64~ 265E 3521 427C 404. 480~ 3521 4792 5411 5551 699E 11

% ace of revenue expenditure 11 12 1~ I ~ 1~ 14 s 1C 11 10 10
Growth over orev . yea 61 3 21 -5 18 -21 3E 1, J 26

rvm External Assistance 66 107 87C 81f 791 922 841 C 0 C 402 15
% age of revenue expenditurE "l e 4 a ~ s

"' c c c ~

Growth over orev, yea 62 -18 -E 0' 1E C 0 C 0 c

Tota l revenue expenditure consisted of expenditure on several items.

These included eleven categories which were expenditure on collection of

taxes. duties and principal revenue, interest payments , administrative

department expenses. expenditure on social and development services ,

electricity, water supply, roads , other municipal works , advances to

mployees, external assistance and deposit works. The details can be seen

rom the table at Annexure 3.4. There is no uniformity in growth of

expenditure in any particular year over the previous year for the entire

eriod of eleven years from 1990-91 to 2000-01 .

BOX 8 ' REVENUE ACCOUNT EXPENDITURE OF NOMC

Year Expenditure (Rs. In Crores)

1990191 151.03

1991/92 216.80

1992/93 230.22

1993/94 276.91

1994/95 326.87
I 1995/96 351.02
!Annual Trend Growth Rate (%) during 1990191 to 1995/96 17.46

1996/97 391.32

1997198 474.72

I
1998/99 482.83

1999100 566.27
2000101 732.24

~nnua l Trend Growth Rate {%)dunng 1996197 to 2000101 15.37
lAnnual Trend Growth Rate (% ) durino 1990/91 to 2000101 14.83



The major elements of revenue -expenditure in 1990-91 were

expenditure on electricity which was 47%, followed by social and

development services which was 18%, expenditure on other municipal

works which was 11% and expenditure on administrative departments

which was 9%. The composition of revenue expend iture changed

somewhat during the eleven year period under study and the corresponding

figures for 2000-01 in respect of expenditure on electricity , administrative

departments, expenditure on social and development services, and

expenditure on other municipal works were 37%, 15%, -16% and 10%

respectively.

BOX 9 : REVENUE ACCOUNT EXPENDITURE ON SOUD WASTE MANAGEMENT BY
NDMC

Year Expenditure (Rs. In creres)
1990191 5.98
1991/92 640
1992/93 7.45
1993194 7.60
1994/95 888
1995196 11.63

!Annual Trend Growth Rate (%) during 1990191 to 1995/96 13.16.
1996197 13.04
1997198 13.35
1998199 23.11
1999100 17.75
2000101 24 .02

Annua l Trend Growth Rale,(%) during 1996197 102000/01 16.26
Annual Trend Growth Rate (%) during 1990191 to 2000/01 15.59

C. DELHI CANTONMENT BOARD

Background

There are 62 Cantonments in the country notified under the

Cantonment Act , 1924. Every Cantonment has a Cantonment Board and

an Executive Officer from IDES, who is also the Secretary of the Board.

The Delhi Cantonment Board is an autonomous body under the control of

the Ministry of Defence, Government of India.

The GOC-in-chief of Delhi Cantonment is the President of the Board

assisted by seven nominated members and seven elected members.
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Functional Domain

The functional domain of Delhi Cantonment Board is detailed in Chapter­

IV of this report

Sources of Finance

The Delhi Cantonment Board is earning revenue from the following sources

1, House tax.

2. Profession tax/animal taxladvertisement tax etc.

3 _ Water tax.

4. Conservancy tax.

5. Lease rent

6. Rent from temporary occupation of land.

7. Barat 9hars.

8. House rent on cantonment fund property.

9. Conservancy charges.

10. Miscellaneous.

11 . Interest on fixed deposit

In addition, it receives share in assigned taxes with respect to

Entertainment tax, Motor Vehicle tax, Compensation towards Terminal tax and

grant-in-aid for education.

Fiscal Appraisal of DCB

Tables 14 present a bird's eye-view of revenue receipts of the Delhi

Cantonment Board for the period from 1990-91 to 2000-01. The details can

be seen from the table at Ann exure 3.5.

Data in the tables is as furnished by Delhi Cantonment Board in respect of

internal revenue receipts. In respect of transfers, i.e., grants-in-aid and assigned

taxes/share in global taxes, data is as provided by NCT of Delhi.
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In respect of expenditure, all figures are based on data furnished by

Delhi Cantonment Board .

Overall Trends in Revenue Receipts and Revenue Expenditure

It can be seen that total revenue receipts grew from Rs. 13.92 crores in

1990-91 to Rs. 45.29 crores in 2000-01 , which reflected a trend growth rate of 9%

per annum over the eleven year time series data.

Table 14

REVENUE RECEIPTS (SUMMARY) • DCB
(Rs. in Lakhs

ACTUALS

IS·N. ITEMS 1990· 1991- 1992- 1993· 1994- 1995- 1996- 1997· 1998. 1999- 2000- Tmndl
91 92 93 94 95 96 97 98 99 iooo 01 Av.Gr.

1 2 3 4 5 6 7 8 9 10 11 12 13 14

[Total Revenue Recolpt (I + 11) 139~ 270€ 2491 222 175E 140C 192/ 254~ 300~ ~17t 4529 9
Grov.1h over prev, yea 9.ol ~ -11 -21 -2e 3f 3. H 71. -13 18

I
I. ntemal Rovenue 125C 248-ol 235~ 205~ 1 58~ 1181' 1703 235~ 268~ 47SE 4057 9

Tot." I (A+B)
Tax & Non Tax .Rovo nue)

% age of Revenue Receip 9C 9:.! 9~ 9~ L9C 8 8~ 03 85 92 9C
Growth over prev, yea 99 -e ·1 ~ 1 3 -25 44 38 14 ia - ~ 19

A. [Tax Revenue 1C 14 9 11 13 12 14 11 21 23 349 22

% age of Internal revenue 1 1 0 1 1 1 1 C 1 0 9
Growth over prev, yell! 4( -35 1. 24 -12 2.:l -21 8e 9 1449 157

B Non-Tax Reve nue 1240 247C 2346 204 1570 1174 16B' 2347 2661 4763 3708 8

% of Inlernal Revenue 99 9~ 10C 99 9!j 9~ 9~ 10e 99 10C 91

Growth over prev, yea 9~ . -13 -2~ -2~ 44 3~ 13 75 -22 le

II [TOTAL 11 (M B) (Transfers) 14 22 13l 16! 17 214 224 187 321 39 47:< 11

% of total reven ue receip lC E 1 j H 1 ~ 1~ / 11 ! IT
Growth over prev, yea Sf -3! 2 1 24 -17 7. 2, 2C 17

A Tax Assignments 102 18 92 111 1 1 ~ 1 4~ 15, 11~ 22, 271: 34. 10

% of total transfe 100e 2231 168~ 154! 1147 94. 1351 153f 207 3637 332!

Growth over prev yea 7! ·5( 21 - ~ 2/ ! ·2f 9E 24 2f 21

IB Non-Plan Grant-In-AId! 4( 3! ~ 5( 6( 7C 6, 74 9{ 111 lU 13
IEducatio n

%.'o f non plan grant· in aic I OC 10e 10< 10e 10e 10C 10C lOC l OC lOC 10C
GroWlh over prev, yea , I ; 14 2.C 1 ...I. 1( 34 16 "1 13

Revenue Receipts

During the period from 1990-91 to 2000-01. internal revenues grew at a

trend rate of 9% per annum from Rs. 12.50 crores in 1990-91 to Rs. 40.57 crores

in 2000-01. Internal revenues comprised 90-92% of all revenue receipts in this
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period, though their share varied from as low .as of 85% in 1995-96 to as much as

95% in 1992-93.

Internal revenue corisists of both tax revenue and non-tax revenue.

While tax revenue increased from Rs. 0.10 crores in 1990-91 to Rs. 3.49

crores in 2000-01, with a trend growth rate of 22% per annum, non tax

revenue increased from Rs . 12.40 crores in 1990-91 to Rs. 37.08 crores in

2000-01, with a trend growth rate of 8% per annum. Tax revenues

constituted 1% of internal revenues in 1990-9~ , but were exceptionally high

at 9% in 2000-01 . Non-tax revenues. constituted 99% of internal revenues

in 1990-91 but their share went down to 91 % in 2000-01 .

It is seen from the above analysis that in the case of Delhi Cantonment

Board, non-tax revenue contributed majorly to growth of internal tax revenues,

contributing to anything between 91 and 100% of internal revenues during this

period.

The major elements of non-tax revenues consist of service charges and

interest on investment. ).

The opening balance of Delhi Cantonment Board itself remained

significantly high and at the beginning of 2000-01 it was a substantial Rs. 11.34

crores.

Year Reclpts (Rs, in Crores\

1990/91 0.07
1991/92 0.11
1992/93 0.06
1993/94 0.07

The major element of tax revenue was house tax which contributed to 99%

of tax revenues ;n 2000-01 . Other small elements were animal and vehicle tax,

profession tax, water tax and conservancy tax, all of which together accounted for

barely 1% of all Internal revenues. Table 15 gives the position regarding growth of

property taxes in DCB over the eleven years period.

Table 15

REVENUE ACCOUNT RECEIPTS FROM PROPERTY TAXES IN DCB
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1994/95 0;09

1995/96 0:09
IAtmual TrendGrowt h Rate (%) during 1990/91 to 1995/96 2,34

1996/97 0.11

1997/98 0:08

1998/99 0.16

1999/00 0.18

2000/01 3.45
lAnnual T rend Growth Rate (%)during 1996/97 to 2000/01 116.02
IAnnual Trend Growth Rate (%) during 1990/9.1 to 2000101 25.37

The exceptionally high growth rate of 116% during the period 1996-97 to

2000-01 is attributab le to ·property tax arrears of Rs. 3.20 crores received during

2000-'-01 .

Transfers to Delhi Cantonment Board constitute about 5 to 15% of total

revenue rece ipts. Transfers to Delhi Cantonment Board included tax assignment

In respect of octroi, adve rtisement I Show I Movie I Entertainment tax , and non­

plan grant-in-aid for education. No devolution was recommended for Delh i

Cantonment Board by first Finance Commission since it was not considered a

municipality. Thus the transfer of funds to Delhi Cantonment Board continued

after 1995-96 on the previous basis .

BOX 10 : REVENUE ACCOUNT RECEIPTS OF DELHI CANTONMENT BOARD
Item Annual Trend Growth Rate (In %)

199().9 1 to 1996·97 to 1990·91 to
1995-96 200Q.01 2000-01

Total Revenue Account Receipts -3.87 27.39 8.~

Irax Revenu e Receipts 2.58 104.82 22.55
Non Tax Receipts 4i93 25.61 8;'36
Sha red Revenue 1.44 28.14 10.22
Gra~ti 20.96 191 6 13.64

Revenue Expenditure

From Table 16, it can be seen that total revenue expend iture of DCB grew

from Rs. 13.55 crores in 1990-91 to Rs. 45.45 crores in 2000-01.w hich reflected a

trend growth rate of 9% per annum over the same period. Because of the fact

that receipts have grown ata trend growth rate of 10% per annum, whereas

expend iture has grown at a lower rate of 9% per annum. Delhi Cantonment Board

had a clos ing balance of Rs. 3.13 crores at the end of 2000-01 .
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:fable 16

REVENUE EXPENDITURE (SUMMARn -DCB
(fU. In Lakhs)

ACTUALS

fS·N. IMPORTANT ITEMS OF 1990- 1991- 1992· 1993- 1994- 1995- 1996- 1997· 199B-1999- 2000- Trend
EXPENDITURE 91 92 93 94 95 96 97 98 99 2000 01 Growth

1 2 3 4 5 6 7 8 9 10 11 12 13 14
REVENUE EXPENDfTURE 1355 2682 2491 2227 1547 1400 1903 2608 2999 5172 4545 9

.G~ ever prev, year 98 -7 -11 -31 -10 36 37 15 72 -12

(I) Original Works - 126 149 184 214 127 38 123 61 90 199 349 1
% age of revenue expenditure 9 6 7 10 8 3 6 2 3 4 8

Growth over prev, year 18 23 16 -41 -70 224 -50 48 121 75

(1/) Malntenanco and Ropalrs 54 76 44 42 67 106 127 136 140 168 209 17

% age of revenue expe nditure 4 3 2 2 4 8 7 5 5 4 5
Growth ove r prev, year 41. "42 -5 60 58 20 1 3 34 11

(1/1) Public Safety and Conv. 24 31 36 41 51 57 64 81 127 174 160 22
% age of revenue expenditure 2 1 1 2 3 4 3 3 4 3 4

Growth over prevoyear 29 16 31 9 12 12 36 46 31 -8

(Iv) Hospital and D1sponsarles 45 51 63 74 70 78 70 97 109 118 131 10
% age of revenue expenditure 3 2 3 3 5 6 .. 4 .. 2 3

Growth over prev, year 13 24 17 -5 11 ·10 39 12 8 11

(v)
Latrlnos, Dralnago, 109 118 124 140 157 186 194 270 299 315 331 13Conservancy and Sc~vonglng

% age of rev enue expendi ture 8 4 5 6 10 13 10 10 10 6 7
Growth ove r prev, year 8 5 13 12 18 4 39 11 5 5

(v i) Education 53 65 74 86 83 93 105 133 157 171 164 12 '"
% age of revenue expendi ture 4 2 3 4 5 7 6 5 5 3 4

Growth ove r prev, year 23 14 16 -3 12 13 27 18 9 -4

(v ii) Investm ont 60 2053 1756 1223 922 648 97A 1597 1710 2700 2712 21
% age of revenue expenditure 4 77 71 55 60 46 51 61 57 52 60

Growth over prev, year 3322 -14 -30 -25 ·30 50 64 7 58 0

viii Closing Balanco 838 91 157 345 116 154 106 203 1134 313 3
% age of revenue expendi ture 62 3 6 15 0 8 8 4 1 22 7

Growth over prev, year~ -89 13 120 -100 33 -31 92 459 -72

The significant components of revenue expenditure consisted of

expenditure on original works, maintenance and repairs, toilets, drainage.

conservancy and scavenging. Apart from this. 60% of total revenue

expenditure went into investments in 2000-01 - a significant Rs. 27.12

crores was invested in that one year alone. The same was the case in

1999-2000 when Rs. 27.00 crores was invested. Closing balance in 2000;.

01 was also Rs. 3.13 crores but less than the high of Rs. 11.34 crores in

1999-2000. The details are g\ven \n the tab\e at Annexure 3.6
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II can be seen from the above that the De lhi Cantonment Board has been

in a financially comfortable position with funds available for large investments, as

also large opening and dosing balances.

Table 17

REV ENUE ACCO UNT EXPENDITURE ON SaU D WASTE MANAGEMENT OF DCB

Year Expenditure (Rs. In Cro res)

1990191 1.09
1991192 1.18
1992193 1.24
1993194 1.40
1994195 1.58
1995196 1.86

MuaI Trend Growth Rate % dulinQ 1990191 to 1995196 11.05
1996197 1.94
1997198 2.7
1996199 2.99
1999100 3.15
200010 1 3.31

IAnnual TrendGrO'NUl Rate (%) dunng 1996191 to 2000101 13.01
lAMual Trend Growth Rate %) dOOno 1990191 to2000101 13.20

• Table 17 brings out the fact that the expenditure on solid waste

management by Delhi Cantonment Board has been steadily increasing since

1990·01 to 2000-01 . However, expenditure on solid waste management as a

percentage of total revenue expenditure varied substantially ranging between 4

and 10%.

Tab le 18

REVE NUE EXPENDITURE ON WAGES AND SALARIES AND OPERATION
AND MAINTENANCE OF DeB

tRs. in Crores
Year Wages and Operation and

Salaries Meeuenance
1990/91 196 0.54
1991/92 224 0.76
1992/93 2 46 0.44
1993194 2.73 0.42
1994195 3.01 0.79
1995196 3.52 Ul6

fl\n nual Trend Growth Rate ('!oj 11.82 10.33
kturina 1990191 to 1995/96

1996197 3.87 1.27
1997198 5.35 1.36
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1998199 6.13 1.40
1999/OQ 6.46 1.88
2000101 6.75 2.09

li,"nual Trend Growth Rate ('!o) 13 .90 14.11

urino 1996/97 to 2000101
f\muaJ Trend Glowlh Rate (%) during 14.33 16.38
1990191 to 2000101

Table 18 gives details in respect of revenue expenditure on wages and

salaries and operation and maintenance in respect of DCB. It can be seen that the

expenditure underthese two itemsIs increasing steadily.

One of the reasons for good financial health of DCB is low expenditure on

salary and wages and operation and maintenance.

DEBT POSITION OF MCD and NOMC

Para 7 of the Terms of Reference of the Commission requires it to make

an assessment of the debt position of Municipalities as on 31.3.2001 and suggest

such corrective measures as are deemed necessary, keeping in view the financial

requirements of the Government of NCT.

The DMC Act 1993 and the NDMC Act 1994 make identical provisions to

empower Municipal Corporation of Delhi and New Delhi Municipal Council to

borrow, under Section 185 of DMC Act and Section 126 of NDMC Act

respectively.

Section 185 of DMC Act provides :

' 185. Powers of Corporation to borrow - (1) The Corporation may, in

pursuance of any resolution passed by i~ borrow by way of debenture or

otherwise on the security of all or any of the taxes, rates, cess, fees and charges

authorized by or under the Act any sums of moneywhich may be required:

<a) for acquiring any land which it has power to acquire;

(b) for erecting any bUilding which it has power to erect
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( c) for execution of any permanent-work-the provision of any plant, or

the doing of any other thing which lias power to execute, provide or

do, if the cost of carrying out the purpose in question ought to be

spread over a term of years;

(d) to payoff any debt due to the Government;

(e) to repay a loan previously raised under this Act or any other Act

previously in force, or

(f) for any other purpose for which the Corporation is, by virtue of

this Act or any other law for the time being in force. authorized

to borrow.

Provided that -

(i) no loan shall be raised Without the previous sanction of he Central

Government or without previous publication of the application for

sanction under the Local Authorities Loan Act 1914 (9 of 1914). and

the rules made there under; and

(ii) the amount of loan. the rate of interest and the terms including the

date of floatation, the time and method of the repayment and the like

shall be subject to the approval of the Central Government.

(2) When any sum of money has been borrowed under sub-section (1). no

portion of any sum of money borrowed for any of the purposes referred to in

clause (c) of sub-section (1) shall be applied to the payment of salaries and

allowances to any municipal officers or other municipal employees other than

those exclusively employed in connection with the carrying out of that purpose "

Loans to MCD come from the Government broadly in two forms - one for

meeting its non-plan requirements and the other for creation of capital assets, as

also for the development of various localities in urban and rural areas, under plan

projects. To correct the revenue account deficits in certain years. it requests the

Government for and receives ways and means advances as loans. For plan

schemes, the Corporation prepares its five-year development plan to be
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considered by the Government for plan assistance by way of a combination of

loans and grants. along with various termsand conditions.

The plan loans are required to be repaid by MCO in 15 years from the year

afler the one in which the loan was availed. The rate of interest is 12.5 % per

annum. The ways and means advances Ispecial loan are required to be paid in

one to five years and interest rate varies from 13.5% to 15%. In 1997-98 interest

free ways and means advance of Rs. 90 eroreswas provided to MCO.

NOMC too has been receiving plan assistance largely by way of loans from

GNCTO for different sectors viz., (i) Power, (ii) Housing, (iii) Water Supply and

Sewage Disposal, and (iv) Agriculture and Allied Services(Compost Plant).

Plan loans have been provided to NOMC with an interest rate of 12.5% per

annum and are required to be paid within a period of 15 years from the year afler

the one in which the loan was availed .

The first Delhi Finance Commission profiled the debt position of both MCO

and NOMe, classifying loans into those for remunerative schemes and those for

non remunerative schemes. and came to the conclusion that only 20% of loans

taken by MCO could be classified as being for remunerative purposes and even

those not wholly so, since they were for construction of quarters for staff, shopping

complexes, land development, compost plant, slaughter house, etc.

In the case of NDMC, the loans taken were only for development

projects under plan except for once, in 1991-92 when it took a smail loan of

Rs .6.40 lakhs under non-plan schemes. Most other loans were for

electricity, water supply, housing, etc.

No loan is provided to Delhi Cantonment by GNCTO either for non-plan

purpose or plan purpose or ways and means loan.

The first Delhi Finance Commissionhad recommended .•
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(a) consolidation of MCD loans as on 01/04/96 into a single loan of 20

years duration with fresh rate of interest at 2% lower than the weighted

average interest rate of loans so consolidated, and

(b) recovery of interest arrears in 20 equal annual instalments.

These, recommendations were accepted by Government of Delhi and the

outstanding loan and interest as on 1.4.1996 were converted into equal

instalments of 20 years. The rate of interest on the outstanding loan was fixed @

6.0583 per cent per annum.

The first Delhi Finance Commission worked out an amount of Rs. 373.37

crores as outstanding principal and Rs. 143.07 crores as Interest arrears as on

1.4.1996. The Government of Delhi started recovering .outstandinq pnncipal and

interest arrears through an annual instalment of Rs. 18.67 crores as principal and

RS.7.15 crores as interest arrears yvith effect from 1998-99, i.e. since the

recommendations of the First Finance Commission were made effective. The

Government of Delhi also decided to recover in three annual equal instalments of

Rs. 31.92 crores eachthe amount of principal and interest arrears due for the
).

years H}96-97 and 1997-98. The details may be seen in the table at

Annexure 3.7.

PRESENT STATUS 0F BORROWINGS BY MeD AND NOMe

MCO

Annexure 3.7 contains the details of the amount of princiRal and interest

due from MCD (including 'slum wing) in respect of the loans taken from 1996-97

to 2000-01 whether for plan purposes or for ways and means advances.

Analysis of the figures reveals a slow but growing trend of accumulating

debt in respect of MCD. This is on account of increase in both the principal

outstanding as also increase' in interest overdue as is evident from Table 19

below.
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Table 19

DEBT POSITION OF MCD

YEAR QUTSTANDING DEBT (Rs. in Crores) INCREASE
OVER

Principal Interest Total PREVIOUS
Plan Non-Plan Plan Non-Plan YEAR (%)

As on 31/03/96 373.37 - 143.07 - 516.44

As on 31/03/97 421 .55 - 172.28 - 593.83 14.99

As on 31/03/98 481 .24 90.00 207.51 - 778.75 31.14

As on 31/03/99 475 .26 110.00 193.02 - 778.28 (-)0.06

As on 31/103/00 489.47 235.00 176.46 7.70 888.63 14.18

As on 31/03/01 492 .30 250.00 158.16 39.74 940.20 5.80

It can be seen from Table 19 that the increase in outstanding principal and

interest was highest during the year 1997-98 but started declining subsequently.

This is because the Government of Delhi while releasing the share in global taxes

during the year 1999-2000 and 2000-01 to the MCD deducted an amount towards

principal and interest as detailed earlier.

NOMe

In respect of NOMC. it is seen that the volume of debt has been decreasing

as on 31 .3.2001 since NOMC has decided'not-to take any further loans with effect

from 1/4/2001 and also paid in advance the outstanding principal and interest.

As on 31 .3.2000 the NOMC was required to pay a principal amount of Rs.

98.30 crores and Rs. 43 .10 crores as interest. Ouring the year 2000-01 NOMC

repaid Rs. 39.23 crores as principal and Rs. 43.10 crores as interest. Thus.

NOMC was required to pay only an amount of RS. 59.07 crores as outstanding

principal 'as on 31.3.2001 .

The NOMC is reqularly paying the principal and interest on due dates and

has indicated that it shall continue to pay in future as well.
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SUBMISSIONS

MCD

MCD in its Memorandum to the Commission has stated that the financia l

situation of MCD has been leading to non-clearance of outstanding dues, which

are obligatory in nature. Those include non-repayment of loans, non-contribution

to PF fund and non-payment of contractors and suppliers bills. According to

MCD, outstanding liabilities as on 31.3.2001 amount to RS.1177 crores. MCD has

also stated that the unilateral decision of the GNCTD to deduct plan loans and

ways and means advances along with interest out of the global share has put

MCD in a financial crunch. This decision at a time when the Corporation had to

meet the additional financia l implications of about Rs. 1050 crores on account of

implementation of Fifth Pay Comm ission's recommendations brought the financial

position from bad to worse. The ways and means advances taken by the

Corporation as an interim measure have helped to a very limited extent only, as

the GNCTD had started recovering these loans within a period of two years

defeating the very purpose of easing of financial crunch. They have therefore.

submitted that recoveries of way'S and means advances should be reviewed and

recoveries be made in a longer period with justified rate of interest instead of

existing rate . The rate of interest being charged on ways and means advances is

16%, and these advances have not been taken for ~ny remunerat ive purposes.

but were taken to meet the obligation of implementation of Fifth Pay Commission

recommendations .

MCD has also stated that funds under various plan schemes are given on

grants and loan basis . It has requested that loans component should only be for

those plan schemes, which are productive or may help MCD in generating

income. However, smce none of the schemes for which plan loans have been

granted are revenue generatmg in nature. they have requested that lhese loans

be treated as outright grants.
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NOMC

It has been mentioned by NOMe that they will not take any loan from

Government of NCT of Delhi with effect from 1.4.2001 . However, outstanding

loan will be repaid in instalments with interest on due dates.

GNCTD

Government of Delhi informed that from the year 2001 -02 onwards, no

amount of loan will be released to MCD for construction of staff quarters and office

buildings. Thus the liability of MCD would not increase substantially during the

years 2002-03 to 2005-06,

A. Corrective measures for improving debt position of Municipalities

Accumulation of debt reflects the outcome of the fiscal operations of

the Municipalities on the revenue and expenditure sides of their bodgets. If

expenditure, whether committed or discretionary, exceeds revenues, tax

and non-tax, the excess can only be financed through fresh borrowing. If

the mismatch between revenues and expenditures is of a temporary nature,

borrowing provides a reprieve. However, if the mismatch persists over a

long period of time and grows in volume, debt tends to become

unsustainable, and one has to look at the structural causes of persistent

and growing fiscal deficits i.e. requirement of fresh borrowing .

The basic underlying causes that have driven the MCD and NDMC

on to a course of mounting debt, deficits and debt servicing burden are

reflected in the earlier sections. Bearing those considerations in mind ,

some corrective measures are suggested here.

2. While considering corrective measures relating to debt position of

Municipalities, the question of the long-term sustainability of debt of the

MCO, NOMC, and the Government of NCT of Delhi has to be kept in mind.

Given the fact of growing debt figures for both agencies as well as
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Government of NeT, there is need to consider In each case the cost of

debt, the use.and productivity of the borrowed funds, ana the arrangements

for the amortization of debt while resorting to borrowings.

Ultimately the solution to any debt problem lies in borrowed funds

(a) not being used for financing revenue.expenditure: and

(b) being used efficiently and productively for capital expenditure so as 'to

earn returns and/or increase productivity of the economy resulting in

increased governmental revenues.

In this background, it needs to be 'Considered as to how the debt burden of

the MCD and NOMC can be brought down over a period of time. The ability of a

Municipality to service the debt including Its interest burden depends on its ability

to raise the revenue receipts to meet the incremental expenditure on interest

payments and the primary expenditure. Three important measures can be utilized

to reduce the debt burden of the Municipalities.

a. the incremental revenue receipts should meet the incremental interest

burden and the incremental primary expenditure.

b. a surplus may be generated on revenue account to meet future repayment

obligation. This surplus may be credited in a sinking fund for this purpose.

c. The Municipalities should have and maintain a balance in their revenue

account.

Debt relief to MCo. and NOMe should De conditional and linked to

quantifiable improvement in fiscal performance. Sustainable improvement can

take place only when MCD and NDMe. make persistent efforts to put their

finances on a sound footing oy additional revenue effort; expenditure compression

and reprioritization in line with restructiJring plans. Immediate focus should be on

achieving revenue balance or at least reducing revenue imbalance to the

minimum.
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Debt relief could be linked to improvement in the ratio of revenue receipts

of the Municipality to its total revenue expenditure. This would act as an incentive

for encouraging belter performance.

The Commission recommends that the system recommended by

first Finance Commission and subsequenUy accepted by Gov!. of Delh i

should continue. The First Finance Commission recommended

consolidation of MCD loans as on 1.4.1996 into a single loan of 20 years

duration with fresh rate of interest at 2% lower than the weighted average

interest rate and also recovery of interest arrears in 20 equal annual

instalments.

As part of financial reforms the Commission recommends that MCD be

persuaded to open an ESCROW accountfor repayment of loans.

*****
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CHAPTER IV

PROFILE OF FUNCTIONAL RESPONSIBILITIES :

LOCAL BODIES

The Commission is required under para 6 of the Terms of Reference

of the Commission to review the functions assigned to Municipalities

keeping in view the availability of resources. especially with regard to the

discretionary functions.

Section 243 W of the Constitution of India reads as follows.

"243W. Powers. authority and respons ibilities of Municipalities, etc. ­

Subject to the provisions of this Constitution, the Legislature of a State may.

by law. endow -

(a) the Municipalities with such powers and authority as may be

necessary to enable them to function as institutions of self­

govemment and such law may contain provisions for the devolution

of powers and responsibilities upon Municipalities, SUbject to such

conditions as may be spec ified therein. with respect to -

(i) the preparation of plans for economic deve lopment and social

justice;

(ii) the performa nce of functions and the implementation of

schemes as may be entrusted to them including those In

relation to the matters listed in the Twelfth Schedule;

(b) the Committees with such powers and authority as may be necessary

to enable them to carry out the responsibilities conferred upon them

including those in relation to the matters listed in the Twelfth

Schedule:

In Delhi, the Municipal Corporation of Delhi was constituted by

enacting the "Delhi Municipal Corporation Act . 1957" by Parliament. which

61



was later amended by Delhi Municipal Corporation Act, 1993. An interesting­

feature of the Municipal Corporation of Delhi is that its jurisdiction is

confined not merely to the urban areas of Delhi, but extends to the rural

areas of Delhi as well.

Similarly, the New Delhi Municipal Committee (now named as New

Delhi Municipal Council) was initially constituted by extending the Punjab

Municipal Corporation Act, 1911 to New Delhi area of NCT of Delhi, while

later the New Delhi Municipal Council Act, 1994 was separately enacted.

The Twelfth Schedule of the Constitution lists out 'the matters in

respect of which the Municipalities may be endowed with such powers and

authority as may be necessary to enable them to function as Institutions of

Self-Government.

The matters listed in the Twelfth Schedule include eighteen items

listed below:-

1. Urban Planning inclUding town planning.

2. Regulation of land-use and construction of buildings.

3. Planning for economic and social development.

4. Roads and Bridges.

5. Water supply for domestic. industrial and commercial purpose.

,6. Publlc health, sanitation. conservancy and solid waste. management.

7. Fire services.

8. Urban forestry, protection of the environment and promotion of ecological

aspects.

9. Safeguarding ·the interests of weaker sections of society, including the

handicapped and mentally retarded.

10; Slum improvement and upgradation.

11 0< Urban poverty alleviation.

12. Provision of urban amenities and facilities such as parks, gardens, play

grounds.
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13. Promotion of cultural, educational and aesthetic aspects.

14. Burial and burial grounds; cremations. cremation grounds and electric

crematoriums .

15. Cattle pounds: prevention of cruelty to animals.

16. Vital statistics including registration of births and deaths.

17. Public amenities including street lighting, parking lots, bus stops and public

conveniences.

18. Regulation of slaughter houses and tanneries.

The Statement below indicates the position in respect of municipal

functions enumerated in the Twelfth Schedule entrusted to MCO and

NOMC respective ly.

S.NO. FUNCTIONS MCO NOMC

1. Urban Planning including town planning. X X

2. Regulation of land-use and construction of buildings. X X I
3. Planning for economic and social development. v v
4 Roads and Bridges. v v I
5. Water supply for domestic. industrial and commercial X v

purpose.

6. Public heal th sanitation. conservancy and solid waste , oJ

management.

7. Fire services. X X

8. Urban forestry, protection of the environment and X X I
promotion of ecological aspects.

9. Safeguarding the interests of weaker sections of v v
society, including the handicapped and mentally

retarded.

10. Slum improvement and upgradation. v X

11. Urban poverty alleviation. X X I
112. Provision of urban amenities and facilities such as v v
I parks, gardens, play grounds.
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13. Promotion of cultural, educational and aesthetic , ,
aspects.

14 . Burial and burial grounds; cremations. cremation , ,
grounds and electric crematoriums.

15. Callie pounds; prevention of cruelty to animals. , ,
16. Vital statistics Including registration of births and , ,

deaths.

17. Public amenities including street lighting, parking lots, , ,
bus stops and publicconveniences.

18. Regulation of slaughter houses and tanneries. , X

It can be seen that of the eighteen functions listed in the Twelfth Schedule

of the Constitution. MCD has so far been entrusted with only twelve of the

functions. The remaining six functions as listed below are being performed by

separate bodies/agendes of the Govemment of NCT of Deihl! Govemment of

India.

1.

2.

3.

4.

5.

6.

Urban planning including

town planning

Regulation of land use

and construction of buildinqs

Water supply for domestic,

industrial and commercial purpose

Fire Services

Urban forestry, protection of

the environment and

promotion of ecological aspects.

Urban Poverty alleviation

Delhi Development Authority,

Government of India

Delhi Development Authority,

Government of India

Delhi Jal Board, Government of

Deihl

Govemment of Delhi

Govemment of Delhi

Government of Delhi

,

Similar Is the case of NDMC which is performing only eleven of these

eighteen functions. The five functions (except serial NO. 5 i.e. water supply tor
domestic, industrial and commercial purpose) which are identical to those

excluded in case of MCO and two functions namely 'slum improvement and
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upgradation' and 'regulation of slaughter houses and tanneries' do not find a place

in the list of functions of NOMe.

Separately a table is placed below setting out all the obligatory and

discretionary functions entrusted to MCO (Sections 42 and 43 of OMC Act,

1957) and NOMe (Sections 11,12 of NOMC Act , 1993) respectively.

FUNCTIONS ENTRUSTED TO MCD AND NOMe

A:- OBLIGATORY FUNCTIONS

S.N. FUNCTIONS; MCD NOMC
(a) The construction, maintenance and cleansing of ..; ..J

drains and drainage works and of public latrines,

urina ls and sim ilar conveniences;

(b) The con struct ion and maintenance of works and X ..;

means for providing supply of~ for publ ic and

priva te purposes;

( c) The scavenging , removal and disposal of filth , ..; ..;

rubbish and other obnoxious or polluted matters;

(d) The construction or purchase, maintenance, X ~

extens ion , management for-

(i) Supply - and distribution of electrici!y to the

public;

(ii) Providing a sufficient supply of pure and

wholesome water.

(e) The recla mation of unhealthy localities, the ..J ..;

removal of noxious vegetation and generally the

abatement of all nuisances;

I (f) Th e regulation of places for the disposal of the ..J ..J

I
dead and the provision and maintenance of places

for the said purpose;
I

65



(g) The registration of births and deaths; v ..
(h) Public vaccination and inoculation; .. v

(i) Measures for preventing and checking the spread .. ..
of dangerous diseases,

OJ The establishment and maintenance of ~ ~

dispensaries and maternity and child welfare

centres and the carrying out of other measures

necessary for public medical relief;

(k) The construction, and maintenance of municipal ~ ..
markets and regulation of all markets;

I (I) The regulation and abatement of offensive or v v

I dangerous trade or practices;

I (m) The securing or removal of dangerous ~ ~

I Buildings and places,

I (n) The construction, maintenance, alteration and .. ..
I improvements of public streets, bridges, culverts,

I causeways and the like;

I (0) The lighting, watering and cleansing of public ~ ~

streets and other public places;

I (p) The removal of obstructions and projections in or .. "
I upon streets bridges and other public places;

I (q) The naming and numbering of streets and " ~

premises;

(r) The establishment, maintenance of, and aid to, ~ v
schools for primary education subject to such

grants as may be determined by the Central

Government from time to time (since delegated to

Government of Delhi);

(s) The maintenance of municipal offices; ~ ~

(t) The laying out or the maintenance of public parks, ~ v
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gardens or recreation grounds;

(u) The maintenance of monuments and memorials " "vested in any local authority ih Delhi/New Delhi

immediately before the commencement of this Act

or which may be vested in the Corporation/Council

after such commencement;

(v) The maintenance and development of the value of " "
all properties vested in or entrusted to the

management of the Corporation/Council;

(w) The preparation of plans for economic '" ..;

development and social justice;

(x) The maintenance including the expansion and "
.",

upqradation of facilities of the hospitals existing on

the date of the commencement of this Act;

(y) Sanction or refuse erection or re-erection of X .,j.

.
buildings; and

(z) The fulfilment of Any other obligation imposed by or .,j .,j

under this Act or any other law for the time being in

force.

While the obligatory functions assigned to NOMC include construction and

maintenance of works and means for providing supply of water, as also purchase

and distribution of electricity, and sanction or refuse erection or re-erection of

buildings;' these are not assigned to MCO. NOMC handles only the distribution

part of electricity and water supply. Production and bulk purchase of electricity and

water supply and sewerage treatment are handled by separate agencies. These

functions have been segregated from MCO also and separate bodies set up for

this purpose, namely @elhi Vidyut Board and Delhi Jal Board respectively.
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B: DISCRETIONARY FUNCTIONS

S.N FUNCTIONS MCD NDMC
(a) The furtherance of education including cultural and 'i 'i

physical education by measures other than the

establishment and maintenance of, and aid to.

schools forprimary education:

(b) The establishment and maintenance of, and aid to. 'i 'i

libraries, museums, art galleries, botanical or

zoological collections;

(c) The establishment and maintenance of, and aid to, 'i 'i

stadia, gymnasia, akharas and places for sports and

games;

(d) The planting and care of trees on road sides and 'i 'i

elsewhere;

(e) The surveys of buildings and lands; 'i 'i

(I) The registration of marriages; 'i X

(g) The taking of a census of population; 'i 'i

(h) The civic reception to persons of distinction 'i X

(i) The providing of music or other entertainments in 'i 'i

public places or places of public resort and the

establishment of theatres and cinemas;

m The organisation and management of fairs and 'i X

extubltions:

(k) The acquisition of movable or immovable property for 'i 'i

any of the purposes before mentioned, including

payment of the cost of investigations. surveys or

examinations in relation thereto for the construction or

adaptationof building necessary for such purposes;

(I) The construction and maintenance ot- 'i 'i

(i) Rest-houses,

(ii) Poor-houses,
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Infirmaries,
-

Children's homes,

Houses for the deaf and dumb and for disabled

and handicapped children,

(vi) Shelters for destitute and disabled persons,

(vii) Asylums for persons of unsound mind,

(iii)

(iv)

(v)

(m)

(n)

The construction and maintenance of ssttle ponds;

The building or purchase and maintenance of

dwelling-houses for municipal officers and other

municipal employees;

(0) Any measures for the welfare of the municipal officers

and other municipal employees or any class of them

including the sanctioning of loans to such officers and

employees or any class of them for construction of

houses and purchase of vehicles.

(p) The organisation or management of chemical or

bacteriological laboratories for the examination or .

analysis of water , food and drugs for the detection of

diseases or research connected with the public health

or medical relief;

(q) The provision for relief to destitute and disabled

persons;

(r) The establishment and maintenance of veterinary

hospitals;

(s)

(t)

The organisatibn, construction, maintenance and

management of swimming pools, public wash houses,

bathing places and other institutions designed for the

improvement of public health;

The organisation and management of farms and

dairies within or without DelhilNew Delhi for the

supply, distribution and processing of milk and milk

products for the benefit of the residents of Delhi/New

x
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Delhi

(u) The organisation and management of cottage ..J "industries, handicraftcentres and sales emporia;

(v) The construction and maintenance of warehouses and " X

godowns;

(w) The construction and maintenance of garages, sheds ..J "and stands for vehicles and cattle biers;

(x) The provisionfor unfiltered water supply; " X

(y) The improvementof Delhi/NewDelhi in accordance ..J "with improvementschemes by the MCO/NOMC;

(z) The provision of housing accommodation for the " "inhabitants of any area or for any class of inhabitants:

and

(za) Any measure not herein before specifically mentioned, " v
likely to promote public safety, health, convenience or

generalwelfare.

The MCO and NOMC have been assigned a rather long list of

discretionary functions. more specifically 27 discretionary functions have

been assigned to MCO and 21 discretionary functions to NOMC. While in

the case of NOMC, it may not be out of place to assign discretionary

functions, in the case of MCD the scope of performing discretionary

functions needs careful assessment from time to time based on availability

of resources.

In the Memorandum submitted to the Commission, the MCO has

indicated that it spends only 1 to 2% of its total budget on discretionaLY and

non-essential functions. The position of MCD expenditure on non-obligatory

functions is reflected in the Table below:
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Table 1

·EXPENDITURE ON NON OBLIGATORYFUNCTIONS · MCD

(Rs. In Lakhs)
Head 1994- 1995- 1996- 1997· 1998· 1999· 2000·

95 9S 97 98 99 2000 2001

Pllysic:al Education
and Grant-in-aid to 3n.44 433 .43 489. t 1 563.43 839 .41 878.75 791 .99
GovemmentSchools
lbaries. Museums.
Akharas; Spons
Places and Grant-m- 82.53 82.28 80.06 84.84 150.84 210.45 155.15

"'" to pubic
If'lStltutJons (Exce pt
E""-\
Plantation of Trees on

'""" sKI. & else- 31.87 32 .4 1 31.78 30.« 31.94 28.39 37.06
wiler.
CMe ReceptiOn 1.21 1 34 2.37 5.63 7.67 3.51 689

Fairs andExhibitions 15.36 11.83 17.23 20.85 12.36 1764 61.96

Old AI;Je P."..", 175.53 162.26 147.33 154.16 224.40 297.22 340.14

Swimming Pools 0.82 1.82 1.79 2.07 4.09 4,07 4.16

Total 679 .76 725 .37 76967 861 .42 1270.71 1440.03 1397.35

Total Expendrture 4sn 9 58204 66739 81653 112122 135894 137260

Perteotage 1.39% 124% 115% 105% 1.13% ' .05% ' .02%

It can be seen that in the last few years. MCD has spent only about 1

to 1.5% of its total expenditure on Discretionary functions. In absolute

terms, this expenditure is not very high. but still substantial . ranging from

RS.7 crores 10 Rs.14 cro res in 2000-01.

As regards NDMC. it can be seen that it performed a wide variety of

discretionary functions in comparison to MCD. These include setting up of

senior secondary schools . youth centres and setting up of girls hostels. etc.

FUNCTIONAL DOMAIN OF DCB

OBUGATORYFUNCnONS

The obligatory functions of the Board indude •

(aJ Lighting Streets and other public places.
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(b) Provision of water supply.

(c) Cleaning streets, public places and drains, abating nuisance and

removing noxious vegetation.

(d) Regulating offensive, dangerous and obnoxious trades. callings arid

practices.

(e) Removing on the ground of public safety, health or convenience

undesirable obstruction and projections in streets and other public

places.

(1) Securing or removing dangerous buildings and places.

(g) Acquiring, maintaining and requlatinq places for disposal of the dead.

(h) Constructing altering and maintaining streets, culverts, markets,

slaughter-houses, latrines, urinals, drains and sewerage and regulating

their use.

(i) Planting and maintaining trees. on road sides and other public places.

U) Providing or arranging for a sufficient supply of pure and wholesome

water. where such supply does not exist, guarding from pollution of

water used for human consumption and preventing polluted water from

being used.

(k) Registering birth and deaths.

(I) Establishing and maintaining a system of public vaccination and

inoculation.

(rn) Estaolishing and maintaining or supporting public hospitals and

dispensaries and prOViding medical relief.

(n) Establishing and maintaining Primary schools.

(0) Rendering assistance in extinguishing fires and protecting life and

property when fires occur.

(p) Maintaining and developing the value of property vested in or entrusted

to the management of the Board.

(q) Establishing and maintaining civil defence services.

(r) Preparing and implementing town planning schemes.

(s) FUlfilling any other obligation imposed upon it by or under Cantonment

Act. 1924 or any other law for the time being in force.
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DISCRETIONARY FUNCTIONS

A Board may, with in the cantonment, make provisions for·-

(a) laying out in areas, whether previously built upon or not, new streets , and

acquiring land for that purpose and for the construction of buildings , and

compounds of bUildings, to abut on such streets;

(b) constructing, establishing or maintaining public parks, gardens , offices,

dairies, bathing or washing places, drinking fountains, tanks, wells and

other works of pub lic utility;

( c) reclaiming unhealthy localities;

(d) furthering educational objects by measures other than the establishment

and maintenance of primary schools;

(e) taking a census and granting rewards for information which may tend to

secure the correct reg istration of vital statistics;

(f) rnaklnq a survey;

(9) giving relief on the occurrence of the local epidemics, floods, famines or

other natural calamities by the establishment or maintenance of relief works

or otherwise;

(h) securing or ass isting to secure -suitable places for the carrying on of any

offensive, dangerous or obnoxious trade, calling or occupation;

(i) establishing and maintaining a farm or other place for disposal of sewage ;

0) constructing , subsidisinq or guaranteeing tramways or other means of

locomotion, and electric lighting or electric power works:

(k) establishing and maintaining cattle pounds;

(I) arranging for civic reception with prior approval of -the Officer Commandihg­

in-Chief, the Command;

(m) providinq housing accommodation for any class of inhabitants;

(n) establishing and mainta ining or supporting public hospitals and

dispensaries, and providing public medical relief;

(0) celebrating Independence Day and Republic Day and incurring expenditure

thereon;

(p) developing land resources under the management of the Board;

«H preparing and implementing group housing schemes;

( r) establishing small-scale and cottage industries;
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(s) developing small-scale and cottage Industries;

(t) adopting any measure, other than a measure specified in section 116 of

Cantonment Act, 1924 or in the foregoing provisions likely to promote the

safety. health or convenience of the inhabitants of the cantonment:

It can be seen that some of the obligatory functions entrusted to DCB

include a few whi ch are not being performed by either MCD or NDMC e.g.

establishing and maintaining civi l defence services and preparing and

implementing town planning schemes. Similarly , preparing and

implementing group housing schemes and establishing and developing

small scale and cottage industries are functions which are being performed

by DCB but which are outside the functional domain of MCD and NDMC.

The Commission deliberated at length on how the functions and

responsibilities entrusted to MCD and NOMe could be discharged to ensure a

certain level of basic services. This could be done either by expanding their

responsibilities. reducing their responsibilities, shifting some of the discretionary

functions to obligatory or vise-versa or leaving the obligatory/discretionary

functions untouched.

Afterdeliberations, the Commission recommends that-

<a) There should be no overlapping of functions between Govt. of Delhi and

the Municipa lities,

(b) Primary health care including dispensaries, matemity and child health

care centres and small hospitals should remain with municipalities, but

all hospitals with more than 100 beds capacity should be transferred

from Municipalities to Govt of Delhi since these require specialized

management, logistics and diagnostic facilities.

(c) The discretionary function of old age pension being performed by MCD

and NOMe should be transferred to Government of De lhi to avoid

duplication. This would also help in improving the financial health of

municipalities.
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(d) The function relating to construction and maintenance of cattle ponds

should be transferred from discretionary to obligatory functions of both

MCO and NOMC respectively.

(e) The discretionary functions relating to MCD in respect of construction

and maintenance of rest houses, poor houses, infirmaries, children'

homes, houses 'for the deaf and dumb and for disabled and

handicapped children, shelters for destitute and disabled persons. and'

asylums for persons of unsound mind, should be transferred to Govt. of

Delhi to enable better and coordinated approach and better

management of buildings.

(f) In terms of the Supreme Court recent judgement, greater responsibility

lies with the Government of Delhi in respect of location of industries.

The work of relocation of industries from non-conforming areas to

conforming areas has been handled by Governmen of Delhi in the

recent past. Therefore, the work relating to Issue of factory licenses

should be transferred to Government of Delhi from MCO. This would

facilitate the implementation of a uniform policy throughout Delhi.

(g) The issue of food licences for eating establishments should be

transferred to Government of Delhi for better supervision. control and

coordination as is the practice in other States and as was also

recommended by the Supreme Court.
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CHAPTER V

OVERVIEW OF THE CURRENT STATUS OF THE

FINANCES OF THE GOVERNMENT OF NCT OF DELHI

The current set up of Delhi was brought about by Article 239-AA of the

Constitution inserted by the Constitution (Sixty-ninth Amendment) Act, 1991 with

effect from 1.2.1992. By this amendment, the name of the Union Territory of Delhi

was changed to National Capital Territory of Delhi and though it continues as a

Union Territory, it has been endowed with a Legislative Assembly with a Chief

Minister and a 80uncil of Ministers with limited powers as distinct from the powers

available to them in other States. Matters covered by Entries 1,2 and 18 of the

State List of the Seventh Schedule viz.. Public Order, Police and Land have been

kept outside the purview of the Legislative Assembly of NeT of Delhi. Financial

matters require the approval of G.overnment of India before they are placed before

the Legislative Assembly. Any other matter discussed and approved by the

Assembly cannot become a law unless approved by the Government of India.

State Domestic Product

With per capita income of Delhi at current prices of Rs. 38864 against an

ail-India per capita income of Rs. 16487 in 2000-01 , NCT of Delhi ranked first

among all the States and Union Territories in the country. The State 'Income (Le.

net State Domestic Product) of Rs. 52793 crores at current prices accounted for

3.14 per cent of the national income of Rs. 1679982 crores during 2000-01 and

was contributed by only 1.34 per cent of the country's population residing in Delhi.

In the year 2000-01 NCT of Delhi registered a growth rate of 10.3 per cent in State

Domestic Product at current prices ,against an all-India average of 7.8 per cent

with growth in per capita income of 6.4 per cent compared to 5.9 per cent for the

country as a whole. Table 1 gives details of State Income of Delhi and All India.

Further details may be seen in the table at-Annexure 5.1.
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Table 1
STATE INCOME' DELHI AND ALL INDIA

Fiscal Profil e

Prior to Delhi becoming a Union Territory with a legislature, Its entire

expenditure was being met from the Consolidated Fund of India. and its resources

were credited in the same Fund. TIll 30.11.1993. the bUdget of Union Territory 01

Deihi formed part of the Central budget; and a separate Demand for Grants for the

Union Territory of Delhi was included in the Demands for Grants of the MInistry of

Home Affairs . With the formation of NCT of Delhi, a separate Consolidated Fund

of Delhi was created on 1.12,1993 All revenue received by NCT, in relation to

any matter in respect of which the Legislative Assembly of NCT has powers to

make laws as also all grants and loans advanced to Government of NCT by the

Government of India: and all moneys received by the Government of NCT by way

of repayment of loans and payment of interest are credited to this Fund; and all

payments on behalf of NCT are met therefrom. An Annual Financial Statement­

or Budget-detailing 'Estimated Receipts and the Expenditure of the NCT of Delhi

for the year' is also required to be laid before the Legislative Assembly of NeT

The Act also created a separate Contingency Fund for Delhi for meeting any

unforeseen expenditure pending its approval by the Legislature and made various

other provisions as in vogue in other States in the matter of administering State

Finances.

•
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The Public.Account of Delhi which all along formed part of the Consolidated

f:und of India continues to be maintained by the Central Government and the

alances thereof have, as yet. not been transferred to NCT of Delhi.

The bUdgetary position of NCT of Delhi for the years 1990 - 91 to

2000-01 is set out in Tab le 2 below .

Table 2
GNCTO - REVENUE ACCOUNT AND CAPITAL ACCOUNT - SUMMARY

IRs. In Crores
I Actuals

I5.N Heads 1 1 990~ 1991- 1992- 1993- 1994- 199~ 1996- 1997· 1998~ 1999- 2000-
91 92 93 94 95 96 97 98 99 00 01

l Revenue Rocel pts I 1023 1165 1418 1472 1980 2296 2795 3480 3660 4274 5444
l . OwnRevenues I 1023 1165 1418 1472 1887 2174 259C 3111 3276 3828 4949

al Tax Revenues t 990 1137 1351 1424 178 2111 2534 2941 3088 3430 4401
(b) Non-Tax I 32 28 67 48 99 6? 55 \69 187 397 548
Revenue

2. [Transfersfrom :cen tre 93 122 205 369 383 446 495

!I Revenu'o
10711I Expenditure 994 1137 1268 143C 1877 2031 232 2840 3523 3697

I

III. SurpluslOonclt on I 28 94 281 204 549 419 764 1158 820 751 1748
Revenue Account-

IV. Capi tal Acco unt I
A. Capita l Receipts I 54 36 43 149 547 755 880 1030 762 1645 1698

I

.(a) Loans from The I
Centre

(~ Receipts I .. .. 117 510 796 851 ,\ 876 975 1399 1764
(fi) Disbursements .. " .. 70 268 4 187
(iii) Net I 117 510 726 851 876 707 1394 1577

I

a Capital I 484 554 634 782 976 1004 1483 1888 1834 2383 3478
Disbursemonts

I V SurpluSlD~nc lt on I -430 -517 -591 -833 -428 -248 -602 -858 -1072 ·738 ~1780

Capital Account I
I

VI Overall [ludgeta ry -401 -423 ·309 -428 121 170 161 300 -252 13 -3j
Surplus /Doficl t

t.. ODenmQBalance t 45 206 507 255 268
6. ,CloSlnq Balan ce 45 206 507 255 268 235

~ FIScal Doric!t I 401 423 309 545 388 555 689 575 959 1381 1610

A Receipts 1077 1202 1462 1505 2018 2325 2825 3634 3715 4525 5565

8. Expenditure 1479 j6 261 1771 2051 2407 2881 3515 4210 4674 5906· 7175

In brief, there was an overall budgetary surplus (Le. an excess of total

expenditure over total receipts) from 1994-95 to 1997-98 and deficit during

1990-91 to 1993-94. 1998-99 and 2000-01. In the revenue account there was a

surplus throughout this period. even after mandatory transfers to the local bodies;
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and more importantly after meeting the plan expenditure, Unlike the Revenue

Account, the Capital Account throughout this period showed a deficit which

peaked at Rs. 1780 crores in 2000-01.

The above table also indicates that the loan requirements of Government of

NeT of Delhi from Centre peaked at Rs. 1764 crores during 2000-01 , though it

was only RS.510 crores (the lowest) during 1994-95. The details are given in the

table at Annexure 5.2.

Trend of Revenue Receipts

Between 1990-f}1 and 2000-01 , own revenue receipts of Government of

Delhi registered a trend growth rate of 17 per cent per annum. Measured in per

capita terms, own revenue receipts per capita increased from RS.1086 in 1990-91

to Rs. 3591 in 2000-01 Le. more than three times and moved along with the

growth in the State's per capita income which also registered an increase of more

than three times over the corresponding period .
Table 3

FISCAL PARAMETERS - GNCTD
(Rs. in Lakhs)

ACTUALS

s
ITEMS

1990 · !ttl. It'2. IU 3· t9~ 1995- 19ts- 1997· 19 8. 1n,. 2000· Trond!
N. 91 92 93 '"' 9S H 97 98 99 2000 01 A.G

I 2 I 3 ~ 5 6 7 8 9 \0 \1 12 13 14
I ~R.~..nue 99099 113700 13S1tl7 1.(2436 176747 211105 253487 294158 308876 :143041 441X)62 ts

,. age of 0'Wf1 revenue 97 98 95 'J7 95 97 98 95 94 90 89
G'Q'MnOV<flY~w.ye", 15 19 5 25 18 20 16 5 11 2lI 16

U f'/0""Tax Revenuo 3211 2898 67 18 I 48€1 9%2 63 14 ~74 16952 18796 39785 54835 3\
% age or O'Ml re venu 3 :1 5 3 5 3 2 5 6 10 II

G~Jl ""01 r.t"" yea . 10 132 -28 105 ·37 ·12 204 II 112 38 52

lit C>Nll Rovenue(I' II) I 102310 116598 141885 147296 , 158 709 217419 25906 1 3 11110 327674 2-9.2826 .494397 17
,..."go 01 To~ RecAiiP\ 100 100 100 100 100 100 100 93 93 113 g.c
Growth ~vcr ..ev, yeo 1.1 22 .( ,28 \5 19 2l) ] 5 17 29 \7

IV I ri""'e ' !rom C_8 (e'OOpl 24000 25992 :10030 3~ 12Pian"UlSl1ltlC8)
·Ie~ 04 TlltaJ Roc",., 7 7L ,7 6
G""""" OVOlfJ'ev ye", 8 16 10 11

V T0lAlRev""",, R<l<:Gipa 102310 116598 141885 14nre lfl8709 217419 459061 335110 353666 412B56 52769; 18
G r'(IWth over prev ya,:, I 14 22 4 28 15 19 29 6 \ 7 28 18

Vl oouta!JDn 94 98 103 107 112 117 123 IZ!l 133 135 138

'111 ' e,;Ca p lUl lln j'tup"" ' I,
lQ ... flcvonue 1052 11~ 1314 1325 1591 17119 2064 2286 2319 25-~ 3103 ' -
(,I) ' Ot\-oTo" Reverlu~ ~ 29 65 45 89 50C 45 ' 132 141 29·1 398
(. 1)Ownl)o¢pIs 1086 1164 1379 1370 1680 1853 2100 2420 '2460 2!l27 359 1
(Iv) ran~fer fromu~e centre 0 0 0 0 0 0 0 167 195 222 239
(v) obi Reve nue Reoceipt'l> 1086 11!l4 1379 1370 ' 1680 1853 2109 2607 2656 300\9 3330

V1I1GSDP (Current Pnoe., 113282i \486630 1700381 :1064OS~ 2S68£32 2616698 3353 035 409921 4 46942lJ5 5237525 5754680 18
GrQ'Mllover prev ye. 31 14 23 23 10 \9'" :l~ 15 \2 ', ro 18

I ,
I---l.X ~tale In(;()mo

Current P OCU!i) 1024336 13511440 15364llp ~I612 2325345 2523313 30'4773 37 16904 4278516 H e-ISl a S;>7g31 0

G toW1!1 <NO!' prev yo., 32 1·\ Z'J 24 -.!- 19 23 I ~ 12, _ 10
~- --

I
I- -

X er ,Capita In"""", llft R_ l
14937 ls021

, -
4' Curr. 1llPoees

\ 0873 137 \6 21420 22364 25719 30537 33870 3651~ 38,ll6-l

GI't1Mh over pre v . yOA 2(j 9 21 19 , 4 15 19 II 8 I e 14
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The revenue receipts of NCT comprise own revenue. broken down

between tax revenue, non-tax revenue and transfers from the Centre, the latter

commencing only in 1997-98 consequent upon Delhi acquiring the status of a

Union Territory with a Legislature. In own revenue, the major contribution was

that of tax revenue and the share of non-tax revenue was only marginal l.e.

between 2 per cent (in 1991-92 and 1996-97) and 11 per cent (in 2000-01).

A growth of only 4% (lowest) over the previous year in own revenue was

recorded in the year 1993-94. The highest figure of 29% groyvth over the previous

year was recorded in 2000-01 .

Tax Revenue

Tax revenue has been growing,at a trend growth rate of 16% per annum for

the time series data from 1990-91 to 2000-01 . Share of tax revenue in own

revenues varied between 98% to 89%. THe highest 98% share was recorded in

the years 19'91-92 and 1996-97 and lowest 89% in the year ,2000-01. Unlike the

share of own revenue in total revenue, which has been almost 93-100%, wide

variation has been noticed in annual growth over previous year Le., lowest 4% in

1'993-94. 5% in 1998-99. and highest 29% in 2000-:01 .

The' principal sources of tax revenue of NCT of Delhi are Sales Tax,

accounting for almost three-fourth of its tax revenue, and State Excise, accounting

for about one-sixth oftotal tax revenue. Both these taxes are income buoyant ­

between them. the two currently yield 90% (2000:.01) of the tax revenue of NeT of

Delhi. The other.sources ar~ Stamps and Registration Fees (4 per Cent) and Tax

on Vehicles (3 per cent). Land revenue, once a major source, contributed a

negligible Rs.1 lakh in 2000-01. Table 4 below gives' details of tax revenue from

different sources over the years 1990.:.91 to 2000-01 along with percentage share

In tax revenue and growth over previous year separately from all sources.
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Table 4
STATEMENT OF TAX REVENUE - GNCTO

IRs. In Lakhs)
'CTUAl.S

.N "EMS ,.... 199 1. 1992 · 1193. 11114· '"~
,.... 1197_ 1998· 11llt_ - T... ndl

" " " " .. .. " .. .. 2000 " Av.O ••, , , • s • , • • .. " " 13 "... R.....nu.
I an.d Rtwnu. , " .. " " • , , , \ , ·27

" ,01 UP reven c c , , , , , c , , ,
"""""-, '" '" ~, . 13 ., -re c , ,

° "
"

urn s and R isuation 3214 ".. .... .... 11192 121-43 11463 11138 15101 "0'' 19169 "" d W nl Yen , • • • • e • • • • •"""""-, "
, , .. " ." ,

" '" , aa

" tat. Elcis. "'" m .. 27&46 """ 30'" 33579 446.5-4 51501 """ 5664 1 55721 13

" d~_ re " " '" " re " " " " ta

"""""-, 33 "
, , , 33 "

, • .z "
.... T... 6897 1 n702 "... 10011 121125 153t 13 131481 202904 2112i7 ".... ' 387" "" "of 14<raven 70 " " 70 " 73 " " .. .. rt
~h_, , t a 20 • 27 " " " • " .. "

lIll on V.hlcles '31' '76< '" .... ..., 7051 111 12 10511 12539 "", 142~ re

" of~ ........u • 3 a , • , , • • • ,
"""""- , ." • zc " • " " " 20 ." "

'''II ._n Oft Goods 372 0 ''''' 330t se ° "0 '" '" . 31 m '" ·20
nd PiUU nll,,",

" • of tax I'e¥ • a , c c °
,

° 0 ° °Gn:rwlh o.... s ." ." .,'" c '" ." .,. ... ·53 ·20

<I, • Tun and duU. s 1655 "03 "" "" '''' "" ",,, 16754 166911 16300 12049 "" II 0fta,o......n , , , , , z , • • • 3
GtIMlI'lover " " " " " '" 133 ° -a ·20 "

Tobl Tu R....nu. ''''' 113100 13$ 167 142438 1711747 2 1"05 253d7 "'". ""''' 343041 .."" """"""-, '. • " " • ae " " re • " 20 t e

(1) Sales Tax and Excise Duties :

Between 1990-91 and 2000-01, Sales tax revenue grew at an annual trend

rate of 16 per cent. Over the years, its relative importance in the aggregate tax

revenue improved from 70 per cent in 1990-91 to 77 per cent in 2000-01.

However. its rates of growth over previous year exhibited wide fluctuations over

different years. For example, its growth over previous year was 4 per cent in

1998-99 ove r the previous year. 27% in 1994-95 over 1993·94 and 44% in 2000­

01 over the previous year.

The trend growth rate of State Excise, the next important source of revenue

was 13 per cent. As in the case of Sales tax, in this case too, its annual rate of

growth as also its share in total State taxes exhibited very Wide fluctuations.

While its annual growth over preceding years varied between 2 per cent in 1993­

94 and 1998-99 to 33 per cent in 1991-92 and 1996-97 over the previous years,

81



its contribution in total tax revenue has decreased to 13 per cent in 2000-01 from

21 per cent in 1992-93.

(2) Tax on Vehicles:

Between 199Q.;.91 and 2000-01, although taxes on vehicles also showed a

trend growth rate of 16 per cent, its contribution ranged between about 3 per cent

to 5 per cent of the tax revenue of NCT of Delhi. This tax has two components ­

the first is the tax on vehicles, commonly known as Road Tax . which is 'covered by

Delhi Motor Vehicles Taxation Act, 1962. The other component is the different

fees .prescrlbed under Motor Vehicles Rules, 1989 framed under Motor Vehicles

Act. 1988 and is administered by the Ministry of Shipping and Surface Transport,

Government of tndla. The fee is collected by the Directorate of Transport of NCT

for the services rendered by it to the vehicle owners.

(3) Stamps and Registration:

Stamps and Registration fees grew at a trend rate of 19 per cent over the

period 1990-91 to 2000-01 . Its contribution in total tax revenue varied between 3

to 6 per cent. Howe er, its growth over previous year varied very widely, and

could be termed erratic.

Table 5 below contains percentage of tax revenue, non-tax revenue,

transfers from centre and total receipts at- NCT of Delhi with reference to

corresponding Gross State Domestic Product of Delhi.

Table 5
REVENUE RECEIPTS AS PERCENTAGE OF GSOP

Is ACTUALS
ITEMS 1990- 199 1· 1992· 1993- 1994- 1995- 1996- 1997. 1998- 1999· 2000-

N 91 92 93 94 95 96 97 98 99 2000 01

I 1 2 3 4 5 6 7 8 9 10 11 '12 13

I. ~ of GSDP

m ax revenue 8.75 764 7.95 6.83 6.96 7.49 7.58 7.t8 6.58 ' 6.55 7.65
II on-tax revenue 0.28 0.19 0.40 0.23 0.39 0.22 0.17 0.41 0.40 ;'0.76 0.95
Cii )wnrevenue 9.03 7.83 834 7.07 7.35 7.1 1 7.73 7.59 6.98 7.3t 8.60
(N ransfets fromCentre 0.59 0.55 0.57 0.57
c,v) eta l recelots 9.03 7.83 8.34 7.07 7.35 7.7t 7.73 8.17 7.53 7.88 9.17
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It can be observed that the tax revenue as a percentage of GSOP has

fallen from 8.75% in 1990-91 to 6.55% in 1999-2000 and then gone up to 7.65%

in o-o1סס2 . Own revenue receipts as a percentage of GSDP was lowest at

7.07% in 1993-94 and highest at 9.03% in 1990-91. Transfers from centre started

from the year 1997-98. Total receipts including transfers as a percentage of

GSDP was highest at 9.17% in o-o1סס2 and lowest aI7.35% in 1994-95.

Expenditure

The expenditure incurred by NCT of Delhi can broadly be classified into

revenue and capital, each with a plan and non-plan component Alternatively. it

can also be classified between plan and non-plan expenditure. each with a

revenue and a capital component Between 1990-91 and 2000-01, the aggregate

expenditure, aggregate capital expenditure and aggregate revenue expenditure in

NCT grew at trend growth rates of 18 per cent, 22 per cent and 15 per cent

respectively_ The total plan expenditure grew at 15 per cent and the non-plan

expenditure at 20 per cent per annum. The aggregate expend,lure!GSDP ratio

showed fluctuating trend over the period ranging between 9 per cent to 13 per

cent. The aggregate revenue expenditure! GSDP ratio ranged between 6 to 9

per cent, and the aggregate capital expenditure/GSDP ratio varjed between 4 per

cent to 6 per cent, aggregate plan expenditure I GSDP ratio ranged between

Table 6

EXPENOITURE - GSOP RATIO · GNCTe

IRa. In ere.....l
Actual.

S.N . Head, 1990- ,,,5- 1996- 1991- 199a. ,.... 2.... f rond
91 " 97 .. .. 00

.,
, 2 , • , • 7 • • ,.
A ReY.n~ ExOtlndltu.... .., IOn ' OJ2 2322 ,... 3523 3697 15

%01toili . """"" 67 .. 58 ss 57 60 52

%ofG • 7 6 6 e 7 6

B. .Cli oItaI Olsbur..nwnta ... 107-4 ".. 156. 2102 236• '''' 22

'4 to total exoerdllUil 33 36 " ., ea •• .., ""'= • • • s • , •
C ...,.,.

Itv~ '''' 295' ,..15 -4211 .." 5912 7175 10

"'" 13 ,. ,. ,. 11 11 12

D. SOP (Cu~ Prien) 11320 28189 3353' "'" -46943 52375 "''' 10
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4 to 7 per cent-and aggregate non-plan expenditure/GSDP ratio varied between 5

per cent to 7 per cent. :This can be seen from the table at Annexure 5.3.

It can be clearly seen from tables -5 and 6 that the percentage of own

receipts of GNCTD has always been more than the percentage of revenue

expenditure with reference to ,GSDP of Delhi and the difference has been as high

as 1.67% In 1 996~97 and 2000-01.

Further desegregation revealed that the share of plan revenue expenditure

in the otal revenue expenditure was relatively small. being only 25 to 32 per cent.

On the capital,side, the bulk of expenditure was on plan account. Its,share ranged

between 58 per cent to 100 per cent.

Under the non-plan side. the bulk of 'expenditure was on revenue account

which grew at a trend growth rate of 15 per cent. The maintenance expenditure of

plan schemes becomes part of non-plan revenue expenditure at the end of each

five year plan period . The non-plan revenue expenditure comprises expenditure

on salaries and wages, interest payment, pensionary charges and transfers to

local bodies. The share of non-plan capital expenditure was relatively less. The

other details may be seen In table at Annexure 5.3.

During the year'2000-01, 50 per cent of the total non-plan revenue expenditure

was accounted for by expenditure on social sectors namely, General Education,

Medical and Public Health. Technical Education, Social Security and Welfare,

Urban Development and a few others like Sports and Youth Welfare , Art and

Culture, Housing etc. General services inclUding organs of state, Interest

payments, etc. accounted for another 44%" and Economic Services for 6% of total

non plan revenue expenditure.

Further details can be seen from the table at Annexure 5.4.



-

Table 7

CLASSIFICATION OF NON·PLAN REVENUE EXPENDITURE - GNCTD

IRs. In Lakhs)
ACTUALS

S.N. ITEMS 1990- 1991· 1992· 1993- 1994- 1995- 1996- 1997· 1998· 1999- 2000· Tr.
91 92 93 94 95 96 97 98 99 2000 01

1 2 3 4 5 6 7 8 9 10 :'11 12 13 14

A General Sorvlcos 23658 26322 29957 3476237301 56555 46112 51008 67324 79227 102056 15

% age of total (0) 39 42 44 44 43 51 40 34 36 39 44

Growth over prev. yea 11 14 16 7 52 -18 11 32 18 29 17

B Soc Ial Services 34040 32772 35137 39736 44737 49792 63776 86423 106070 113229 116688 16

% age of total (0) 56 53 51 51 52 45 55 60 57. 56 50

Growth over prev, year -4 7 13 13 11 28 39 20 7 3 14

C Economic Services ;2861 2981 3507 3913 4M2 5401 5743 8615 11664 11482 13736 18

% age of total (0) 5 5 5 5 5 5 5 6 6 6 6

Growth over prev. yea 4 18 12 20 15 6 50 35 ·2 20 18

I
0 Total (A+B+C) 60559 62075 68601 78411 86720 111748 115631 148046 185058 203938 232480 16

I Growth over prev. year 3 11 14 11 29 3 28 25 10 14

In the case of interest also, no payments were involved upto the year 1994-95

as no loans were advanced by the Central Government to Delhi Government

before the formation of NCT. Interest payments started from the year 1995-96

when a sum of Rs. 94 crores was paid/payable to Central Government by

GNCTD, which has now increased to Rs. 717 crores in 2000-01 i.e. more than

seven and half times.

Another important item of non-plan revenue expenditure of NCT of Delhi was

'transfers' to the local bodies. This includes the transfers on account of share in

assigned taxes/global share in tax revenue and non-plan grant-in-aid. An amount

of Rs. 132.47 crores was transferred in 1990-91, which increased to Rs. 411.83

crores in 2000-01. Average percentage share of total transfers to local bodies to

tax revenue decreased to 9.74% of tax revenue of GNCTD during the five year

period 1997-2001 from 11.05% of tax revenue during the five year period 1991-96

as can be seen from the table at Annexure 5.5.

Forecast of Receipts and Disbursements of the Government of NeT of Delhi

for the award period 2001- 06.
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Para 5 of the terms of reference of the Commission states that, in making

its recommendations , the Gommission, shall have regard. among other

considerations to the overall resource position of the Government of NCT of Delhi.

In this context, the Commission had requested GNCTD to furnish their forecasts

of receipts and expenditure on revenue and capital account for the period 2001-02

to 2005-06.

The forecasts conveyed by Government of NCT of Delhi cover all the

transactions in the Consolidated Fund of the Government of NeT of Delhi

including transfers to MCD. NDMC, and DCB. The forecast is based on current

prices. The additional resource mobilization has also been taken into account in

the forecast. They have also indicated that in any case the additional receipts

accruing as a result of these changes should appropriately count as a resource for

the plan and not be taken into account for deciding devolution to local bodies.

A summary of the forecasts of revenue and capital account for the forecast

period 200 1-06 is placed below in Table 8. Figures for 2000-01 are also indicated

to provide a benchmark for comparison.

Table 8

Summary of Forecast of Revenue and Capita l Account - GNCTD
(Rs. in Crores)

S.N. Items Actua ls Total
2000-01 2001 -06

1 2 3, 4
I. Non-Plan Account of GNCTD
A. Revenue

Ila) Receiots 4880 .07 36796.59
I(b ) Expenditure 2324.80 15304 .06
'e) Surplus or Deficit 2555.27 21492.53

B. Caouat
(a) Rece10ts 121.12 76708
:Cb) Exoenditure 367.66 1204 .34
c) Surplus or Deficit -246 .54 -437 .26

C. ~otal Surplus or Deficit (Non-Plan) 2308.73 21055.27

II. Plan Account of GNCTD
A. Revenue

a) Receipts - Grants 165.01 656 .85
Ib ) Expenditure 374.85 3824.43
IC) Surplus or Deficit -209.84 -3167.58

B. Caoital
( a) Receiots Loans 1764 .08 7003.94
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l(b) Expenditure 669.43 6903.16
lie) Surplus or Deficit 1094.65 100.78

C. lTot~1 Surplus or Deficit (Plan) 884.81 -3066.80

III. Total Surplus or Deficit 3193 .54 17988.47
(Plan+Non-Plan) (I+lh

IV. IDelhl Vidvut Board 1243.92 5477 .59
V. Delhi ual Board 521.90 4012 .10
VI. D.T.C. 353 .75 1519.33
VII. [Total Net Surplus.or Deficit (III-IVN-Vt) 1073.97 6979.45

eVlll. Transfers to Local Bodies
IrA) Plan Account 623 .12 4158.36

1(8 ) Grants 527~00 3471.30
I(b) Loans 96.12 687 .06

B) [Non-Plan Account 483~95 3203.41
lea) Basic Tax Asslcnment 235.08 1819.10
Ilb) Special Loan 80.00 60 .00
Ire) Grants 168.87 1324131
h'otal - VIII (A+B) 1107.07 7361 .77

IX. Overall Surplus or Deflclt (VII-VIII) -33.10 -3132.32

The projections made by GNCTD are based on RE 2001-02, BE 2002-03 and

projections for the years e003-04, 2004-05 and 2005-06 as finalized by the

Planning Commission for 10lh Five Year Plan.

The transfers to local bodies (MCD and NOMC) for non-plan grant-m-aid

and global share have been worked out on the basis of the present rate of

devolution l.e. 4% for non-p lan grant-in-aid and 5.5% for global share in the

projected tax revenue-of GNCTO.

GNCTD have on this basis indicated a surplus of Rs. 21493 crores, on non"

plan revenue account and overall surplus of Rs. 6979 crores for the five yea rs of

the forecasts period 2001-06.

Overall details in this regard can be seen from the table at Annexure 5.6.

The Commission deliberated on various issues of methodology for working

out the resource availab ility for the forecast period 2001-06 and came to the

conclusion that the forecast based upon the 10lh five year plan as finalized by the

Planning Cornrn ssiori could be accepted as the basis for estimating resource

availability of G CTO.
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From the above analysis of the finances of GNCTO, particula~y on the non­

plan account, the Commission came to the conclusion that the finances of NCT of

Delhi are comfortable, and are likely to improve in future. Therefore. the

Commission feitthat it would be possible for Govemment of NCT of Oelhlto spare

amounts for transfer to MCO and NOMC in addition to the existing pattem of

devolution.

*****



PART III



CHAPTER VI

FINANCIAL REQUIREMENTS: LOCAL BODIES
(2001-02 TO 2005-06)

Assessment of Revenue Gap

The Commission needs to make an assessment of the financial

requirements or the revenue gap for MCO. NOMC and Delhi Cantonment Board

for each of the years of the award period I.e.• 2001.Q6. before proceeding to

recommend an appropriate devolution to plug the gap so computed to the extent

possible . The revenue gap of a municipality is the difference between the internal

revenue of a municipality and its non-plan revenue expenditure. The revenue gap

may arise on account of asymmetry in expenditure and revenue assignments or

for reasons of fiscal and cost disabilities among municipalities.

A revenue gap may be large or small. depending on what expenditure

responsibihties are assigned to municipalities and what resource raising powers

they possess. The nature and extent of the gap determines the course of action

that could be taken to bring about greater correspondence between the fiscal

powers and authority and the expenditure responsibilities of municipalities or,

more specifically. to determine the changes that may need to be made in the

global sharing of taxes, duties. toll and fees, in revenue sharing arrangements. the

size of the grants-in-aid, or in the expenditure profile of municipalities, in order to

bridge the gap. This is the position as far as revenue gap of past years is

concerned .

When forecasts of revenue gap are to be made. the task is different. For

the purpose of determining the future financial needs. It is the difference between

the expenditure needs and revenue raising capacity of municipalities that

constitutes the revenue gap. Revenue raising capacity is defined as the amount

of money a city could raise at a given tax burden on its citizens. Expenditure need

IS the amount a city must spend to provide public services of a given quality,
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A. Municipal Corporation 01 Deihl

Revenue Gap lor MCD -1990 - 91 to 2000 - 01
(without expenditure on Maintenance of Resettlement Colonies)

From the data in Chapter III 01 the Report it can be seen that while revenue

expenditure 01 MCD increased from Rs. 305.65 crores in 1990-91 to Rs. 1372.80

acres in O-01סס2 , internal revenue receipts increased from Rs. 197.97 crores in

1990-91 to Rs. 971.33 crores in 2000-01. The revenue gap thus increased from

Rs . 107.68 crores to Rs. 401.47 crores during this period. These details can be

seen from the tables at Annexure 6.1, 6.2, and 6.3 respectively.

Forecasts 01 Revenue Gap as projected by MCD--2001-02 to 2005-06

(Without expenditure on maintenance 01 Resettlement Colonies)

MCD, in its memorandum, has forecast revenue expenditure at Rs.

1759.55 crores for 2001-02, Rs. 2352.22 crores for 2002-03 Rs. 2740.80 crores

for 2003-04 , Rs. 3193.58 crores for 2004 --05 and Rs. 3721.15 crores for 2005--06.

The total of revenue expendi ture during the award period as per MCO's estimation

is Rs. 13767.30 crores. As against this, MCO's forecast of internal revenue

receipts during the same years is Rs. 1129.22 crores, Rs. 1312.85 crores, Rs.

1526.32 crores , Rs. 1774.48 crores and Rs. 2063.01 crores :espectively, i.e. a

total of Rs. 7805.88 crores. With total expenditure projected at Rs. 13767.30

crores and total internal revenue receipts forecast at Rs. 7805.88 crores over the

five-year award period, the forecast of MCO in respect of revenue gap for the

award period is Rs. 5961.42 crores. The year-wise details of forecast made by

MCD of revenue expenditure. internal revenue and revenue gap during the award

period can be seen from the tables at Annexure 6.4. 6.5 and 6.8 respectively.

Submissions mad e by MCO

In its memorandum to the Commission, MCD has made the following
subm issions,

I. Review of pattern for distribution of global share of taxes

The First Delhi Finance Commission recommended that 9.5% of GNCTO's

tax revenue would be distributed to MCO and NOMC as global share of taxes in
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lieu of assigned taxes. GNCTD decided that global share shall be 5.5% of

GNCTD's tax revenues while grants would be upto 4% of GNCTD's tax revenue.

They have mentioned that it was also provided that non-plan grants-in-aid would

flow to local bodies in the same manner and on the same basis as hitherto. It is

also mentioned that In a unilateral decision, Delhi Government included the

reimbursement for maintenance of resettlement colonies which is being earned

out on behalf of the Delhi Government in the grants along with education grant

and grants for nutrition and the three put together have further been restncted to

4% of the GNCTD's tax revenue which has resulted in great hardship to MCD. In

view of lhese restrictions, the MCD has received Rs. 43743.65 lakhs less than the

due amoun t @60% education grant (non-plan). They have, therefore, submitted

that the limit of 4% imposed on non-plan education grant and grant for nutrition

and reimbursement of expenditure on maintenance of resettlement colonies

should immediately be withdrawn and the difference paid to MCD.

II. Reimbursement of education grant @ 95-/0 of the actual expenditure

MCD is running 1818 primary schools, 33 independent nursery schools

and providing educational facilities to the 8.16 lakhs children. A large number of

these students belong to scheduled castes. OBCs and weaker sections of society.

They are provided With free uniform. books With bags and also mid-day meal.

Also, MCD gives grant·in-aid @95'10 to 50 recognized aided primary schools.

There Is annual increase of approximately 30000 children and corresponding

increase in teaching strength. Additional primary schools are opened initially

under the plan schemes to implement national policy and universalization of

primary education. The expenditure on these schools is financed out of plan funds

during the respective plan period and after completion of each five years plan this

expenditure gets transferred to non-plan expenditure of MCD. This puts additional

burden on MCD's internal resources resulting in quantum jump in education

expenditure. The expenditure on education is totally service oriented without any

retum. GNCTD had been giving grant-in-aid @ 50% of the actual expenditure till

First Delhi Finance Commission was constituted. The First Delhi Finance

Commission recommended for revision of grant from 50% to 60% of the eligible

expenditure Incurred by the MCD on education. However, with the imposition of
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4% limit the actual reimbursement has been about 25%. On the other hand, aided

schools of GNCTD get reimbursement @95% of the expenditure from the

government as grant-in-aid and even MCD gives grant-in-aid to aided schools

@95% of their expenditure. The grant-in-aid given by the GNCTD to MCD is only

60% and with further restriction of 4% on the GNCTD's tax revenue. MCD in its

memorandum has submitted that the GNCTD should pay grant-in-aid to MCD

@95% of its eligible expenditure and that too without any restriction/limit as being

applied at present, as this is an obliqatory function of the Corporation.

III. Arbitrary deduction of plan loans

Though the recommendation of the First Delhi Finance Commission with

regard to consolidation of MCD's share of Assigned Taxes into a single global

sharing of taxes of GNCTD appeared beneficial to the MCD. the subsequent

decision of the GNCTD to deduct plan loans and ways and means advances

along with interest out of the global share has put MCD in a financial crunch.

They have. therefore, submitted that the recovery of plan loans and ways and

means advances should be reviewed and made on long term basis without any

interest.

IV. Recovery of Ways and Means Advances

MCD has submitted that recoveries of ways and means advances should

be reviewed and recoveries be made in longer period with justified rate of interest

'instead of the existing rate. The rate of interest being charged on the ways and

means advances is 16% whereas the interest rate on investments is about 9 to

9.5%. Moreover. these ways and means advances have not been taken for any

remunerative purposes, but were taken to meet the obligations of implementation

of Fifth Pay Commission recommendations.

v. Financial assistance under plan

From the date of its inception, MCD has been rece rvmq funds under

various plan schemes for execution of prescribed schemes. These funds are

released on quarterly basis by Delhi Government forming two components Le.

grants and loans. MCD has suggested that loan component should only be for
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plan schemes, which are productive and may help MCD in generating income.

However, none of the schemes for which plan loans have been granted are

revenue generating in nature. Since these funds, treated as plan loans by GNCTD

are spent on providing civic services to the people, MCD has requested GN€TD

to convert these loans into outright grants. The recovery of these plan loans along

with interest out of global share of taxes has put further financial burden on the

MCD as no income is generated out of these schemes. MCD has, therefore .

submitted that funds under plan schemes may be given to MCD only as grant-in­

aid. MCD has stated that they will not accept any assistance under plan as loans

for the schemes which are not revenue generating. MCD has submitted that all

plan loans being recovered by GNCTD along with interest "may be reimbursed to

MCD by treating them as outright grants.

VI. Neutralization of expenditure incurred on rural areas

One of the unique features of Municipal Corporation of Delhi is that it has to

provide municipal services in the rural areas as well. Presently about 10 lakh

people are residing in rural areas having Cl physical area of 591 .91 sq. Kms. (2001

census) MCD in its memorandum has mentioned that the annexation of rural

areas in the MCD's jurisdiction has become a financial liability as income from

rural areas is too meager to contribute to resource mobilization However, on the

other hand, substantial expenditure is incurred on rural areas. In order to fill-Up the

resources gap, the Morarka Commission recommended that a special grant of

100% be given to the MCD for development of rural areas. Despite this.

Government of NCTD has only given plan loans for development of rural villages.

Which are being recovered by the Government of NCT of Delhi along with interest.

In view of this, MCD has submitted that the expenditure incurred on development

of rural villages and other rural townships may be reimbursed 100% as grant-ln ­

aid instead of current plan loans as the expenditure is non remunerative , and

Government of NeT of Delhi gets land revenue from rural areas

VII. Reimbursement of expenditure incurred on municipal elections

Under the provisions of DMC Act, Delhi Election Commission has been set

up to conduct local elections. While its administrative expenses are to be borne by

93



the Deihl Government. the expenses on the conduct of municipal elections are to

be borne by the MCD. The Delhi Election Commission has demanded Rs. 15

crores to conduct elections, which are expected to be held early next year.

Besides the above RS.15 crores, the Corporation has to spend about Rs. 5 crores

for construction of polling booths, providing furniture etc. for the elections. This

expenditure has also put an additional burden on the already meager municipal

resources. MCD in its memorandum has submitted that this expenditure should be

incurred by the Central GovemmenVOelhi Government as in the case of Election

of Partiament and Legislative Assembly as the Corporation is a statutory body

created under an Act of Parliament.

VIII. Implementation of fifth Pay Com mission recommendations

MCD has stated that the total impact of implementing Vth Pay Commission

recommendations on MCD was to the tune of Rs. 1050 crores, and the

expenditure on establishment has soared to Rs. 85 crores (approx.) per annum.

MCD has stated that the salary of doctors. teachers, sanitation, engineenng staff,

health workers and malaria workers cannot be treated as expenditure on

establishment as the same is a service in itself. In view of this, they have

suggested that the additional expenditure incurred by the Corporation for

implementation of Vth Pay Commission's Report should be reimbursed by the

Delhi Government.

IX. Reimbursement of expenditure Incurred on medical relief

Medical relief is primarily a state SUbject. However, in Delhi, Municipal

Corporation of Delhi is running 6 major hospitals and 6 colony hospitals, 2 poly

ctinics , 5 primary health centres. 50 Allopathic Dispensaries, 16 Mobi ~9

Dispensaries. besides a separate Department for Indigenous System of

Medicines. MCD has stated that an estimated amount of Rs. 124.45 crores has

been spent on these services during 2000-01. They have submitted that GNCTD

should reimburse this amount as the services of medical relief pertain to State

Government
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x. Extra grant in case of extra income

GNCTD has promised 1.5% additional funds under global share in case

MCD increases its revenue to the level of projected income by First Delhi Finance

Commission by levying additional taxes like Night Parking Charges. Professional

Tax, Misuse Charges and Toll Tax etc. Toll tax has been levied by MCD and is

generating about Rs. 60-.65 crores per annum. Other taxes could not be levied

due to administrative, legal and political reasons. MCD has stated that though

there has been an increase of about 491% in internal revenue of MeD, the

increase in global share and grants has been upto 300.95%. MCD has tried its

best to increase the income to the level projected by First Delhi Finance

Commission and hence suggested that GNCTD should pay MCD additional 1.5%

global share.

XI. Maintenance of assets created out of plan funds

The First Delhi Rnance Commission had recommended constitution of a

fund @15% of total plan assistance for maintenance of assets created out of plan

funds. However, GNCTD has not set up such a fund which has put additional

financial burden on MCD. MCD has, therefore, recommended that this fund may

be ccnstituted immed iately and Rs. 210 crores be paid to MCD for maintenance of

assets created out of the plan schemes for the period ending March 2002.

XII. Reimbursement of expenditure incurred on family planning, ICDS and

resettlement colon ies etc.

MCD has mentioned that an amount of Rs. 68 .57 crores has not been

reimbursed to MCD on State and Centrally sponsored schemes. These schemes

are being carried out by the MCD on behalf of the State and Central Government

MCD has. therefore, requested that an amount of Rs. 68.57 crores may be

released immediately to MCD.

XIII. Comparison in per capita expenditure of MCD and NDMC

The per capita non-plan aggregate expenditure in NOMe area was Rs.

1790 in 1984-85 and Rs. 11700 in 1995-96 as per observations of First Delhi

Finance Commission. On the other hand, MCD's per capita expenditure dUring
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2000-01 was only Rs. 1040. Even if the per capita expenditure of Rs. 11700 is

adopted in MCD. which has to be made to bring the civic services at par in Delhi.

additional funds to the tune of Rs. 69696 erores based on the expenditure by

NDMC in 1995-96 will be required as per projections reflected in Table No. 24 of

MCO's Memorandum.

Corporation's request In a Nut Shell
.

1. A limit of 4% imposed on grants be withdrawn and difference of unpaid

amount of resettlement colonies by GNCTD due to above condition be

reimbursed immediately.

2. 100% reimbursement of expenditure incurred on resettlement colonies be

made.

3. Education Grant may be raised to 95% of the actual eligible expenditure.

4 . Plan loans not given for generation of remunerative projects be converted

into outright grants.

5. For future there should be no plan loans for development works and only

plan assistance be given to MCD.

6. Recovery of plan loans out of global share of taxes be stopped henceforth.

7. Expenditure Incurred on Vth Pay Commission of approximately Rs. 1050

crores be reimbursed.

8. Periodical Increase in OA be neutralised by way of reImbursement.

9, MCD's share from total tax revenue of GNCTD be raised to 20-25% to

enable the Corporation to fill resource gap and allow MeO to devote more

funds for meeting the obligatory functions.

10.Expenditure incurred on medical relief be reimbursed.

11. The grants due for carrying out state and centrally sponsored schem es on

family welfare amounting to Rs. 68 .97 crores be reimbursed immediately.

12. Interest rate on ways and means advance and other loans be charged at

the prevailing bank rates against what is now charged i .e, 16%.
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13.Amount spent on elections be reimbursed and future election expenditure

should be met by the GNCTO.

14.ln orde r to bring civic services in MCO at par with NOMC, additional funds

to the tune of Rs. 69696 crores (based on per capita expendi ture in NOMC

area during 1995-96) be given .

Commission 's own projections of Revenue Expenditure and

Inlernal Revenue Receipts of MCO - 2001-02 10 2005-06

The Commission made projections of revenue receipts and expenditure on

the following basis :

1. Trend growth rate was first obtained through regression analysis over the

previous eleven years data ( l 990-91 to 2000-01).

2. The buoyancy or expenditure elasticity was calculated separately for each

head of income and expenditure by reference to the trend growth of GSOP.

3. The buoyancy coefficients were normatively assumed to increase at 5%

per cent per year while estimating internal revenue receipts in respect of
•House lax, duty on transfer of property and miscellaneous taxes.

4. In the case of revenue receipts from toll tax, a trend growth rate of 10%

was assumed since data was available for two years only, i.e, 1999-2000

and 2000-01 . Buoyancy coefficient was normatively assumed to increase

at 5% per year on thi s.

5. All other Items of internal revenue receipts were assumed to increase on

the basis of trend growth rates over the previous eleven years period.

6. A 5 percent increase in the elasticity coefficients was normatively assumed

in respect of the following three items of expenditure viz. General

education, public heallh and roads, and public Iighling

7. All other items of expenditure were assumed to grow at trend growth rates

observed over the previous eleven years period.
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Tables at Annexure 6.1 and 6.2 show the annual 'trend growth rate in time

series data from 1990-91 to 2000-01 in respect of revenue expenditure and

revenue receipts of M8D respectively.

The Table at Annexure 6.4 gives the forecasts of revenue expenditure and

the Table at Annexure 6.5 gives the forecast ofinternal revenue receipts of MCD

projected by the Commission on the basis speclfied above.

On the basis of the above normative assumptions, the ,internal revenue of

MOD for the award period has been estimated as Rs. 8412.76 crores and revenue

expenditure has been assessed at Rs. 12039.61 crores . This leaves an

uncovered gap of Rs. 3626.84 crores during the award period as against the

estimate of Rs. 5961.A2 crores given by MCD. This implies an average annual

uncovered gap of Rs. 725 .37 crores as assessed by the Commission against the

estimate of Rs. 1192.28 crores given by MCD . These details can be seen from

the table at Annexure 6,6.

Requirements of MCD for Modernization of Administration

The terms 'of reference of the Cornrnissio» mention that while making its

recommendations; the Commission shall have regard, among other

considerations, to the requirements of the municipal bodies for modernization of

administration for example, computerization of records, and upgrading the

standards of serv ices.

In this regard . MOD in its reply has indicated that <a detailed project report

on computerization of various departments of MCD was prepared by MIs. CMC

Ltd.. and sent to GNCTD for provid ing funds under plan scheme. Subsequently

the scheme was revised and MOD is awaiting receipt of required funds for

implementing the same from GNCTD under plan head. DLie to financial

stringency, MCD has not been able to achieve the required computerization so

fat'

MIs. OMC had initially prepared a proposal for computerization of all the 12

zones and important departments and then networking Town Hall Headquarters
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through LAN and WAN which would cost Rs. 4.02 crores. Besides this, computer

training would be organized for all Municipal officials at a computer training center.

setting up of which would cost Rs. 59 lakhs. In addition. computer training of

employees would be organized through IIPAlCMC at a cost of Rs. 8 lakhs,

computerization of property tax zones would be undertaken at a cost of Rs. 12

lakhs, and computerization of municipal press, which would cost Rs. 28 lakhs.

The total cost of this entire proposal was Rs. 5.09 croes.

SUbsequently, the proposal was recast at -the instance of I.T. Department of

GNCTD and the total cost reduced to Rs. 4.22 crores, of wh ich Rs. 1.80 crores

would be spent in Phase -I and Rs. 2.37 crores in Phase-II.

Monitoring of modernization schemes should not normally be problematic

since releases of funds for this purpose could be linked to achievement of laid

down milestones. This would prevent diversion of funds for other uses.

MCD has requested plan funds for computerization.

The Commiss ion is of the view that to achieve desirable level of efficiency

in administration and to provide quick relief to the public grievances,

computerization of all the public dealing departments including property tax,

assessment and collection. registration of births and deaths, issue of licenses etc.

should be completed in first phase of computerization and rest of the departments

should be covered in second phase.

Maintenance and upkeep of capital assets and assets created

under plan-schemes completed till the end of March, 2001.

MCD has submitted details of capital assets and assets created under plan

schemes completed till 31 s1 March, 2001 in respect of several departments .

namely, Engineering, Conservancy and Sanitation and Health. These are

enclosed at Annexure 6.7 It has also given an estimate of maintenance

expenditure on these as also norms used for assessing the maintenance

expenditure.
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However. these estimates cannot be taken as a reasonable basis for

recommending devolution with a view to ensuring adequate maintenance and

upkeep of capital assets and maintenance of assets created under plan schemes

completed till the end of March, 2001 . This Is because MCD has failed to make a

proper categorization of the different. types of capital assets nor indicated how

these are proposed to be maintained: The information furnished 1$ very raw, and

It appears to be difficult. if not impossible. to ensure that if amounts are released

on this basis. they will be properly spent

The FIrst Commission had calculated a sum of Rs. 588 crores to be

Incurred on operations and maintenance of existing assets in their total

projections of revenue expenditure over the award period. GNCTD was entrusted

With the task of ensuring that the amount of Rs. 588 crores provided for operation

and maintenance was so utilized and not spent on personnel or diverted for other

uses However. it has been observed from the memorandum submitted by MeO

that MCD incurred only Rs . 269 .92 crores during the award period , 1996-97 to

2000-01 . and also that GNCTO did not accept this recommendation of the First

Commission regarding monitoring of maintenance expenditure.

B. New Delhi Municipal Council

Revenue Gap for NOMe -1990-91 to 2000-01

From the data In chapter III of the report, it can be seen that while revenue

expendi ture of NOMe increased from Rs.151.03 crores in 1990-91 to Rs. 732.24

crores in 2000~0 1 . internal revenue receipts increased from Rs. 141.93 crores in

1990-9 1 to Rs 727.23 crores in 2000-01 . The revenue gap which ranged from

Rs . 6.77 crores In 1997-98 to Rs. 15.52 crores in 1996-97 decreased to Rs. 5.01

crores durIng 2000-01 . In the years 1998-99 and 1999-2000 , the revenue gap

was In fact a surplus since internal revenue receipts were higher than revenue

expend iture. For 1998-99, revenue expenditure was Rs.482.83 crores while

internal revenue receipts were RS.518 .40 crores. thereby leaving a revenue

surplus of Rs. 35.57 crores. Similarly, for 1999-2000 , revenue expenditure was

Rs. 566.27 crores while internal revenue receipts were Rs. 585 .51 crores,

Implying thereby a revenue surplus of Rs. 19.24 crores. These details can be

seen from the tables at Annexures 6.8, 6.9 and 6.10 respecnvety.
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Transfers increased during this period from RS.10.12 crores In 1990-91 to

RS.18.60 crores in 2000-01, and helped in filling the revenue gap in the years

when it was there.

Forecast of revenue gap as projected by NOMC - 2001- 02 to 2005-06

The NOMC has projected internal revenue receipts at Rs. 792.58 crores for

2001-02, Rs. 824.60 crores for 2002-03, Rs. 859.25 crores for 2003-04, Rs.

899.80 crores for 2004-05 and Rs. 936.80 crores for 2005-06. The total of internal

revenue receipts for the award period 2001-06 is Rs. 4313.03 crores

As against this, total revenue expenditure has been projected by NOMC at

Rs. 4417.47 crores, thereby resulting in a revenue gap of RS.. 104.44 crores.

The details in respect of internal revenue receipts, revenue expenditure

and revenue gap during the forecast period are given in the tables at

Annexure 6.11, 6.12 and 6.13 respectively.

Submissions of NOMC

I. NOMC has stated that there has been a decrease in assigned share of

taxes, inclUding plan and non-plan assistance, in absolute as well as

relative terms.

II. NOMC has mentioned that the first OFC reduced the fiscal domain of

NOMC by reducing its share of assigned taxes as also its non-plan and

plan grants in its devolution formula. Out of the share of taxes received

durlnq the first three years of the award, a sum of Rs. 23.69 crores was

treated as excess payment. The Government is recovering this.

III. NOMC has stated that for meeting expectation of a comparatively high level

of civic services in its area, NOMC is required to make substantial

Investment for augmentation and upgradation of municipal infrastructure in

the areas of distribution of supply of power and water supply as also in
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sewerage, sanitation, garbage removal and repair and maintenance of

roads.

IV. OERO hiked the rate of power supply to NOMC @ Rs. 2.70/KVAH with

effect from 1.6.2001. They have mentioned that this is going to cause an

extra expenditure of Rs. 79 crores during the current financial year. Even

though increased receipts from consumers to the extent of Rs. 46 crores

would offset the extra burden. there would be an additional payment to

OVB of the order of Rs. 33 crore. This burden is bound to rise in future.

NOMO. however, would not be in a position to fix a higher tariff for its

consumers vis-a-vis those in MCO 'area. as such a step would not be

practica l. It would become increasingly difficult for NOMC to maintain the

existing standard of electricity , supply if the source of funds gets

progressively eroded. NOMC serves the most important part of the capital.

NOMC have suggested that considering the fact that they will have to

maintain their present level of efficiency, the erosion in its resources

caused due to the hike in tariff by OERC, deserves to be compensated by

higher allocation of assigned taxes in the form of additional grants-in-aid.

V. NOMO has rnentionep that as per Section 125 of the NOMC Act 1994, the

Legislative Assembly of NCT of Delhi can transfer the collections of

entertainment tax from NOMC area, after deducting the cost of collection.

At present , NOMC does not receive any money on this account from the

Delhi Government

VI. NOMC has mentioned that given the high rate of interest on loans from the

Delhi Government for power, water supply, sewerage and compost pla-nt,

NOMC was compelled to stop taking any loans from the Government as,

except power sector where NOMC can break even, none of the other

sectors yielded any financial returns to service the debts.

VII. NOMC has mentioned that the tariff for water is low. The cost of providinq

water supply is steadily increasing as replacement of old supply lines

requires heavy investment of capital. However. the increase in expenditure

on investments cannot be offset by NOMC by raising the tariff as it has to
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maintain parity in tariff vis-a-vis MCD area. About 50% of such additional

expenditure should be given as grant-in-aid.

VIII. NDMC has mentioned that NDMC runs a compost plant at high cost.

Composting of biodegradable municipal waste is a desirable and

environment friendly activity but it is a loss-making proposition for NDMC.

Since this activity cannot be suspended , notwithstanding the high losses ,

NDMC deserves to be suitably compensated by way of grant-in-aid from

the Delhi Government for meeting the running expenses on the plant.

IX. NDMC has stated that Sewerage sector needs sizeable capital investment.

With the arrival of trench less technology, which is highly capital intensive,

NDMC's expenditure has increased several fold. It is a non-remunerative

sector. They have stated that there is need, therefore, for increase in

assistance in the form of grant-in-aid.

X. They have stated that the funds paid to NDMC by Delhi Government in

previous years were correctly treated by NDMC as a legitimate receipt

under the devolution formula. Its subsequent recovery was not in tune

with the Commission's objective to make NDMC a financially self-reliant

body and equip it with real autonomy.

Initiatives taken by NOMe

Resource Mobilization:

a) Use of land as an asset;

b) Development of commercial complexes

Privatisation and Community Participation:

a) Launched project with an NGO (ACORD). The objective is to increase

community participation in the area of garbage segregation, disposal and

reduction by promoting the idea of local composting.

b) The existing 15 SUb-ways handed over to private parties for their better

upkeep and maintenance, which, in turn, would optimize their usage.
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c) The Children's Park near India gate handed over to Maruti Udyog Limited

for upgradation to international standards.

d) Improvement of markets on cost sharing basis with market

associations.

e) Construction of toilets on BOT basis.

f) Construction of bus queue shelters on BOT basis.

To sum up, the NOMC has requested the following:-

1. Conversion of loans for compost plant. water supply, sewerage and power

supply into grant-in-aid. These sectors are non-remunerative and require

huge funds for augmentationl replacement! upgradation.

2. The share of taxes should be based on some rationale.

3. Though technically, NOMC is ffee to fix tariff on water and power supply in

its area, in practical terms it is not feasible, as parity in tariff vis-a-vis MCO

area has to be maintained.

4. Grant-in-aid for setting up and running of compost plant.

5. First Commission's appreciation of NOMC for providing "improved services

by NOMC to its residents " was not factored into the devolution formula.

Instead of getting any advantage, NOMC was penalized. The Second

Commission may consider correcting this anomalous situation by

recognizing NOMC's efforts to stand on its own feet and rewarding it with

greater financial incentive in the form of grants

Commission's own projections of Revenue Expenditure and

Internal Revenue Receipts of NOMC - 200'1·02 to 2005-06.

The Commission made projections of revenue expenditure and revenue

receipts for NQMC on the following basis. Trend growth rates were first obtained

through regression analysis over the previous eleven years data (1990-91 to
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2000-2001). Trend growth rates in respect of revenue receipts and revenue

expenditure of NOMe are as shown in Tables at Annexure 6.8 and 6.9

respectively.

Buoyancy coefficients with a 5 per cent annual increase have been applied

to the following heads of revenue receipts:

a. House tax

b. Duty on transfer

c. Interesl

d. Energy

e. Rent, fee and fines

f. Other miscellaneous receipts

All other items of internal revenue receipts have been assumed to grow on

the basis of trend growth rates over the previous elevenyears period.

Forecasts for the period 2001-06 have been made accordingly. In respect

of expenditure. elasticity coefficient with 5 per cent annual increase has been

applied to the following heads of expenditure:

•
a. Interest payment

b. Social and development schemes

c. Electricity

d. Water supply

e. Roads

f. Deposit works

All other Items of expenditure have been assumed to grow at trend growth

rates observed over the previous eleven years period .

The forecast of internal revenue receipts of NOMe for the award period

2001-06 on the basis of the above normative assumptions has been indicated in

the table at Annexure 6.11. Forecasts in respect of non-plan revenue expenditure

have been made on the basis of the above normative assumptions and may be

seen in the table at Annexure 6.12. It can be seen that projections of internal
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revenue in respect of the award period have been calculated at Rs. 6363.35

crores. As aqainst this, non-plan revenue expenditure has been projected as Rs.

5881 .~2 crores, leaving a surplus of Rs. 482.02 crores for five years. This implies

an average annual surplus of Rs. 96AO crores which is much higher than the

annual average revenue gap of Rs. 20.89 crores as calculated by NOMC. The

year-wise details during the forecast period of revenue gap are shown in the table

at Annexure 6.13..

Requirements of NOMC for Modernisation of Administration

The terms of reference of the, Commission mention that while making its

recommendations; the Commission shall have regard, among other

considerations , to the requirements of the Municipal bodies for modernisation of

administration, e.g. computerization of records, and upgrading the standards of

services .

The NOMC has submitted a detailed statement regarding various works for

modernization of administration along with proposed cost in respect of each of the

items. In addition, it has explained the expected efficiency from each of these

works .

These include modernization equipment for water supply~ sewerage, civil

engineering, Information-Technology. Educafion and Electricity, c6mposting and

Roads. Broad details as submitted by NOMC have been indicated in a statement

enclosed as Annexure 6.14.

Maintenance and upkeep of capital Assets and Assets created

under plan schemes completed till the end of March, 2001.

NOMC has submitted details of capital assets and assets created under

plan schemes completed till 31 st March'.2001 . in respect of several departments.

The same are placed at Annexure 6.15.

C. Delhi Cantonment Board

Revenue Gap for Delhi Cantonment Board 1990·91 to 2000-01
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From the data in Chapter III of the Report. it can be seen that while

revenue expenditure increased from Rs. 13.55 crores in 1990-91 to Rs. 45.45

crores in 2000-01, internal Revenue Receipts increased from Rs. 12.50 crores in

1990-91 to Rs. 40.57 crores in 2000-01. The Revenue gap thus increased from

Rs. 1.05 crores i111990-91 to Rs. 4.88 crores in 2000-01, except in the year 1994­

95 when there-was a revenue surplus of Rs. 0.36 crores.

Transfers . including non-plan grant-in-aid for education, increased during

this period from Rs. 1.42 croresin 1990-91 'to Rs. 4.72 crores in 2000-01 .

Further details in this regard are shown in tables at Annexures 6.16, 6.17

and 6.18 respectively.

Forecasts in the Memorandum submltted by Delhi Cantonment Board.

The Memorandum submitted by the Delhi Cantonment Board to the

Commission does not contain any estimate of the likely revenue gap for the award

period. It only mentions that the Board's own sources of income from House Tax,

Profession Tax, etc. are very minimal- to the tune ofRs. 88 lakhs. It mentions that

the Board has plans to undertake various development projects, viz.,

a) Upgradation of general hospital from 30 beds to 100 bedded hospital

with all modern facilities in the field of treatment and diagnosis

including operation theaters.

b) Upgradation of Primary Midale Schools.

c) Creation of dispensaries

d) Construction of Community Halls.

e) Shoping Plazas.

f) Strengthening of Wqter Supply.

g) Guest House.

h) Upgradation of Roads.

i) Beautification of CantonmentMajor Roads and Junctions.

j) Mechanization of Sanitation.

k) Upgradation Icreation of essential civic amenities.

I) Development of City Centres.

m) Creation of Development.Stores.etc.
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It' also mentions that the Board is spending huge amount -for the

maintenance of Cantonment Fund property and its assets and the expenditure is

likely to rise many times in the near future. The major development schemes

proposed by the Board are highly capital intensive and cannot be supported by

the Board from its own funds. Therefore , devolution is requested to be continued.

Delhi Cantonment Board has forecast revenue expenditure for the award

period at Rs. 206.61 crores and Internal revenue receipts during the award period

at Rs. 176.35 crores, thereby resulting in a revenue gap of RS.30.26 crores.

Details may be seen in tables at Annexures 6.19, 6.20~nd 6.21 respectively.

*****
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CHAPTER VII

RESOURCE MOBILIZATION STRATEGY AND SCOPE FOR

ECONOMY IN MUNICIPAL ADMINISTRATION

From the study of finances as well as financial requirements of the three

local bodies, namely MCD, NDMC & DeB, it can be seen that the MCD has been

passing through a financial crunch. There has been a large growth of urban

population, creating a rapidly growing demand for urban services. However, the

capacity to supply urban services as well as to undertake the necessary

infrastructure development is severely constrained by a shortage of fiscal

resources. This situation is the result of a combination of factors -

1. Reduction in the percentage of tax revenues transferred to MCD, NDMC &

DCB in recent years - from 11 .05% in the period 1991·96 to 9.74% in Ihe

period 1996-2001 to the three local bodies put together.

2, Increased burden of debt servicing and debt repayment, and higher unit

costs of providing services, and,

•
3, Higher burden of salaries in the post Fifth Pay Commission period.

To compound the problem of poor infrastructure services, there is the

problem of additional resources required for maintenance, renovation and

replacement of old equipment

In this scenario, the Municipal Corporation of Delhi as well as the other

local bodies, namely, NDMC and DeB can respond to lhe fiscal challenge by

employing some of the following strategies.

One. these urban local bodies can seek to raise additional revenue through

a variety of means such as improved revenue mobilization through raising local

taxes and their management. and introducing new taxes and charges.
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Second, they can seek to improve the efficiency and effectiveness of their

operations through productivity improvement programs, more efficient

programming, planning and budgeting, cutting back some programs and using

low-cost approaches.

Third, they can reduce the scope of their activities by greater use of private

participation in the provision of some of the urban services.

The relevance of each of these strategies is discussed separately for each

of the local bodies.

A. SCOPE FOR AUGMENTING RESOURC ES

There is ample scope for local bodies to augment their resources through

improved revenue mobilization from the existing tax/non-tax measures, imposing

fresh taxes and raising the existing structure of various fees levied, as also

through bring ing in more services under the fee structure.

Improved resource mobilization. especially of taxes must be made keeping

in mind the equity criterion, because unfairness is in itself an obstacle to revenue

collection. Resistance to pay taxes or charges will increase if individuals feel that

these are unfair compared to the burden borne by others . compared to the level of

services they receive.

The local bodies can improve the quality of facilities and services available

to the population in their jurisdiction while also striving to raise their revenues to

cover both capital investment and recurring expenditure, as well as hlJher salaries

and debt service burdens. Such revenue will be adequate only if it grows with the

demands made on it, that is, in line with the expansion of services and rising

costs.

It is in this background that the Commission looked at some of the major

sources of tax reven ues of MCD.
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Tax based resources NOMe

Property tax

The Commission found that property tax constituted the mainstay of the

internal revenue base of MCD . These constituted 80% of tax revenue in 1990-91

and this proportion remained as high as 78% in 2000-01. The trend rate of

growth over the eleven-year period was 20% . which was slightly higher than the

19% trend rate of growth of overall internal revenues during the same period.

While property tax constituted 80% of all tax revenues, it accounted for as much

as two-thirdsof internal revenue both tax and non tax. of MCD during this period.

The First Delhi Finance Commission had commissioned an in depth study

of all aspects of property lax levy and •collection through Human Settlement

Management Institute (HSMI), a wing of HUDCO. This study confirmed that MCD

has been able to collect onlya fraction of the potential revenues from this source.

According to the study, property tax is the single largest and most

dependable source of Munidpal Finance in Delhi. During 2000-01 , MCD

collected Rs. 677.22 crores as property tax. However, the current performance of

collection of property tax is far from satisfactory. As per the HSMI report, only

one out of four properties assessed actually ends up contributing to the

Corporation kitty some amount as property tax. As a percentage of total demand

including arrears, the recovery percentage was a mere 9.11 % in 1990-91. This

percentage has gone up in subsequent years. but even in 2000-01 was only

20.86%.

Another negative feature of property tax in MCD area is its narrow base

and heavy underassessment. According to the HSMI study, if the assessable

properties are brought into the tax net, the demand would go up by 50% even at

the current level of assessment efficiency. If underassessment is also taken care

of, the demand may go up by 300%.
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Mobilization performance of property tax has also not been as good as its

potential. Data in respect of property tax demanded and collected in respect of

MCD area is.placed in Table 1 below:

Table-1

PROP.ERTY TAX DEMANDED AND COLLECTED IN MCD AREA
Years Number of Amount Amount

properties (Rs. in crores) collected as a
assessed for % ofamount

taxation demanded
Demanded Collected

1 2 3 4 5
1990-91 488452 1396.83 127.21 9.11
1991'92 521786 1623.95 137.17 8.45
1992;;93 524991 1850,66 137.22 7.41
1993-94 591368 2107.37 205.71 9.76
1994-95 643555 2316.09 234 .25 10.11
1995-96 704400 2523.23 26Z.14 10.59
1996-97 735924 2704.26 331.86 12.27

I 1997-98 761568 2871 .62 424.80 14.79
199B;;.99 792779 3007.33 508.09 16.90
199.9-00 808572 3167.59 596.38 18.83

I 2000-01 836951 3246.64 677.22 20.86

The above data clearly indicates the inefficiency in property tax

mobilization. the ratio of collection to demand should be much higher than what i~

presently is. There is ample scope to reorganize the entire. system of levying the

property tax and switching over to a new system of property taxation based on

unit area method which is simple, objective and transparent. This will lead to

lesser litigation and thereby also result in a lower amount being locked up in

arrears.

Growth rate of property tax

Notwithstanding the recommendations made by the First Commission

including the observations of the HSMI study, this Commission found that MCD

has not been able to improve its resource mobilization in this potentially. very

important area.

After a spurt in growth over previous years, at.28% in 1997-98. after the

HSMI study and he first Commission's report, the gr.owth rate of property tax has

subsequenny come down to 20% in 1998-99, 17% in 1999-2000, and 14% in
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2000-01 . These figures themselves indicate the enormous potential for increasing

revenues on this count.

This Commission noted that property tax as an important source of revenue

which is not being satisfactorily exploited by the MCD. It is noted that MCD is

continuing to base valuation of properties on the basis of Annual Rateable values,

that is, the potential income to the owner from renting a property (irrespective of

whether it is actually rented or not). It is felt that the existing method of valuation

of properties for purposes of property tax assessment gave ample scope for

discretion to the assessing authority, which is undesirable . The Commission took

note of the judgment given by Justice BP Jeevan Reddy and Justice (Mrs.) Sujata

Manohar of the Supreme Court wherein they mentioned the advantages of the

method of Property Tax Valuation adopted by the Patna Municipal Corporation in

1993.

The judgment mentioned that "The merit of the Assessment Rules, 1993 is

that they rid the house-owners of the harassment and the constant threats of

revision of annual rental value by the concerned officials of the corporation.n This

Rule has divided bUildings into three categories on the basis of type of

construction, viz. (i) Pucca buildings with RCC roof, (ii) Pucca buildings with

asbestos/corrugated sheet roof and (iii) all other buildings not falling under (i) & (ii)

for purpose of valuation of holding for levying taxes.

The reforms and restructuring of property tax assessment in Andhra

Pradesh was aimed at evolving a scientific method in assessment and levy of

property tax incorporating the principles of equity, objectivity, fairness and

simplicity as also to make tax administration efficient, transparent and effective in

the levy of property taxes . while also improving buoyancy in property tax

revenues. The pattern adopted is Area Based Annual Rental Value as the basis

for propertytax assessment.

Several states have successfully switched to Unit Area method for property

tax assessment. In Tamil Nadu also, the 1998 Act prescribes that the basic

property tax for every bUilding shall relate to the carpet area of the bUilding and its

usage.
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In view of the above and the fact that the existing method of property tax

assessment in Delhi gave enormous scope tor discretion, the Commission

recommends that MCD should also reform its method of property taxes based on

unit area method of valuation to make the same more scientific, objective and

simple. The Commission is of the opinion that there was no reason why local

bodies in Delhi could not gain through reform of property tax assessment as had

already beendoneIn several states.

Unit Area method of assessment combined

with self-assessment -

The merit of the unit area method is that it rids the house-owners of the

harassment and the constant threats of revision of annual rateable value by the

concerned officials. The system of annual rateable value leaves too much

discretion to the municipal autholities. Under unit area method. the only thing that

has to be ascertained is the carpet area of the house. the rest is determined by

the rules. The rules should divide the city into different zones for purposes of

valuation. This would enable standardization so that objectivity is ensured.

Standardization implies setting up of certain measurable norms in the

assessment, taking into consideration measurable variables like carpet area, use
•

of building. localion and type of building. Such a method combined with

computerization of property tax administration will improve the efficiency in levy.

assessment and collection as well as greater transparency in tax management.

Se lf Assessment

Such a melhod would reduce the high degree of personal jUdgment and of

contact between assessors and tax payers which offers wide scope for under

valuation. The simpler method. already in use in many states. would limit site

visits to physical measurement and application of standard formulae, which if

combined with computerization, would be even more effective.

The Commission also emphasized the need for MCD to focus on collection

efficiency defined as the percentage of total amount billed that is collecled as well

114



as billing efficiency defined as percentage of total amount of property taxes that is

actually billed .

Other Taxes

Duty on transfer of property increased from 9% Of tax revenue In 1990-91

to 11% in 2000-01 , because of a relatively high trend growth rate of 20% pia.

Miscellaneous taxes were barely 1% of total tax revenue in 2000-0~ , and

therefore, have relatively limited scope for increase as is also the case in respect

of taxes on sale and supply of electricity.

New taxes as potential sources of revenue for MCD

Apart 'from the taxes discussed above, MGD has scope to levy certa in

discretionary taxes. These include -

(a) Tax on professions, trades, callings and employment

The First Commission had stated that, cons idering that Delhi has the

highest per capita income in the country , and the fact that it also has a very large

salaried class, both in the public and private sectors, as well as tradina and

professional classes, and the fact that the ,area of collection is very compact, the

potential revenue from this source IS very high. It had estimated aClditional

resource generation from this source at RS.100 crores for last three years i.e.,

1998-99 to 2000-01.

However, MCD has so far not utilized this source of additional resource

mobilization.

(b) Tax on Increase inurban land values

The re is ample scope for levy of a tax based on increase in urban land

values caused by the execution of any development or improvement work . This

will lead to increase in revenue receipts considering the enormous increase in

urban land values in Delhi. However, such a tax has not been levied so far.
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Non·tax sources of revenue for MCO

Revenue from non-tax sources in respect of MeD constituted 11% of

internal revenue in 2000-01. This is far below the 20% of internal revenue that it

constituted in 1990-91. Revenue from non tax sources include rent. fees, fines

and other miscellaneous receipts.

The finit Commission had suggested that MCO should try to ensure that

the contribution of non-tax sources to the total internal revenue rises by 2% per

year so as to remain at an average of 19 to 20% from non-tax sources. This has

not taken place.

Need for review and revis ion of fees, fines , rents and other charges

The non-tax base of MCO is very different from that of NOMC, with NOMC

obtaining a large share of its own financial resources trom non tax sources, 82%

as against 11% in the case of MCD. Therefore, there is need to revise the

various rates of fee. fines and rents and rates of various other miscellaneous

items, which have notbeen revised since long.

The Commission recommends that the tvvo new taxes as mentioned above,
should be levied by MCD immediately on more realistic terms. The Commission

also recommends that the structure of various fees, fines and rents should be

revised suitably to enhance the non-tax revenue.

Tax based resources of NOMC

Property tax constitutes the mainstay of tax revenues of NDMC, being

about 93% of ali tax revenues in 2000-01. Because of the high trend growth rate

of 28% of property tax, this percentage has increased from 83% in 1990-91 to

93% in 2000-01.

As mentioned earlier, the first Delhi Finance Commission commissioned an

in depth sludy of ali aspects of property tax levy and coliection through HSMI.

This study has also confirmed that NOMC has been able 10 colied only a fraction

of the potential revenues from this source.
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The study affirmed that property tax is the single largest and most

dependable source of municipal finance in Delhi though in NOMC area, the

collection is onlyaboutone-ninth of the current demand of property tax.

The HSMI report mentions that five star hotels in NOMCarea yield only 3%

of the demand billed against them. Large.amounts , as much as two thirds of the

civic body's total current demand onaccourit of property tax are blocked in arrears

with them. The NOMC had arrears of Rs. 36.7 crores in unrealized property tax

when HSMI submitted its report.

As in the case of MCD, an outstanding feature of property tax management

in NOMC is its narrow base and heavy under assessment. Accord ing to the

findings of the study, the demand would go up by 50% even at current level of

assessment efficiency by bringing the assessable properties into the tax net. If,

however, the under assessment is also taken care of, the demand may go up by

300%.

Mobilization of property tax has remained low and growth rate over

previous years varied significantly, from as low as11 % over the previous year-in ­

1996-97 to as high as 58%, over the previous year In 1999-2UOO.

The Commiss ion recommends that NOMC should adopt the same

approach as mentioned in case of MCD and implement a Reform Package for

Property Tax assessment-and collection.

Other taxes

Contribution of other taxes, namely duty on transfer of property and

revenue from tax on advertisementslshowl theatre has been relatively small, 15­

16% of tax revenue. Of these, duty on transfer of property was initially

contributing 15% of all tax revenues, but its share has consistently come down

and it now constitutes only 7% of all tax revenues.

117



New taxes as potential sources of revenue for NOMC

Apart from the taxes listed above, NOMC has scope to levy certain

discretionary taxes. These include:-

(a) Tax on professions, trades, callings and employment

The first Commission had estimated a collection of Rs. 20 crores during the

last three years of the award period, which has not been implemented by NOMe.

Adequate potential exists for NOMe to utilize this source of additional resource

mobilization.

(b) Tax em urban land values

Tax on increase in urban land values caused by execution of any

development or improvement work.

However, these have not been levied so far.

The Commission recommends that the above mentioned taxes shoutd be

levied immediately.

Non -tax sources of revenue

Revenue from non-tax sources in respect of NOMC constituted 82% of

Internal Revenue in 2000-01 , down from 87% in 1990~91 . Revenue from non-tax

sources includes interest on investment, sale of energy (net), rent/license fee and

other miscellaneous receipts. All of these sources have been exceptionally high

in NOMG area

The Commission recommends ihat new areas of non-tax sources of

revenues should be explored by NBMC bringing more items under the ambit of

fee structure.

B. SCOPE FOR ECONOMY IN MUNICIPAL AOMINISTRATION

There is also considerable scope for improving the ways in which the

available resources are oeing utilized by the local bodies. The Commission
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discussed the subject of expenditure planning of the local bodies with a view to

improving effectiveness and efficiency and felt that it would be useful for MCD,

NDMC and DCB to adopt the following :-

(1) Improving the bUdgeting and programming of financial management

systems.

(2) Implementing productivIty improvement schemes, and

(3) Contracting out services in the private sector where it is shown to result

in cost savings.

Munici pal Accounting & BUdget Reforms

The local bodies can modernize their expenditure control through

Implemen tation of Municipal Accounting Reforms as has been done in Tamil Nadu

and Kam ataka. The Commission is of the opinion that :-

1. The existing accounting system is faulty as it does not give a correct

picture of the finances.

2. It should be changed to "Accrual' based.

3 The accrual system would also help in raising debt finance (rom capital

market and financial institutions.

For adopting accrua l based accounting system. the Commi ssion

recommends the reimbursement of entire expenditure incurred on canying out a

study from a reputed insti tution.

Private participation In the provis ion of urban services

Since the existing system of municipal administration is not capable of

del ivering the desired level of civic services . it would be better to hand over the

responsibili ty of selected urban services to "community self help organizations· .

This would enable municipal bodies to withdraw from the provision of selected

acuvines and reallocate the resource savings to other essential services .

Priva te enterprise can be looked at for the provision of faCilities where it is

appropriate that clien ts should pay for the services. and where It IS acceptable and

feasi t:.le that, by cho ice or force of circumstances, if they do not pay, they do not
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obta in the relevant benefits. Private enterprise can have advantages over the

public sector because it can offer greater efficiency, can operate in a competitive

erwircnment, will often be more responsive to clients requirements or complaints

since it is not SUbject to tortuous adm inistrative processes. and because it often

has access to capital sources 'Nhich may not be readily available to public

authorities.

The Commission recommends that the local bodies should themselves--
identify which of the areas like solid waste management, management of street

lights, public toilets, gardens, billing and collection of service charges could be

handed over to the private sector and work out a program of privatization from the

view point of higher efficiency and cost savings. There are several options

namely service contracts. management contract, lease. build. operate and transfer

concessions in respect of private sector participation in the delivery of municipal

services. It is for each local body to work out their own Reform Program for

private participation in various services indicating dear milestones and targets.

Downsizing the wo rkforce

Table 2 below gives the details of stiff in MCD.

Ta~le 2

Staff Strength of MCD

Year Supervisory Posts Clerical & Supporting Total
Staff

Cateaor 'A' & 'B'
Permanent 'remccrerv Permanent TemDorarv Permanent Temoorarv

1990191 1966 183 85981 4908 67947 5091
1991192 2275 221 69939 7496 72214 7717
1992193 2511 138 78037 4034 80548 4172
1993/94 2529 132 80287 4055 82816 4187
1994/95 2516 134 79072 4021 81587 4156
1995/96 2442 135 77743 5851 80185 5986
1996197 2482 131 77850 5719 80332 5850
1997/98 2499 130 78416 5691 80915 5821
1996199 2682 124 78469 5686 811 51 5810
1999/00 2720 125 78867 8398 81587 8523
2000101 2770 123 79105 8395 81875 8518

120



It can be seen that staff strength, both permanent & temporary has

consistently increased.

The studies got done by the first Delhi Finance Commission, reveal that the

work force engaged in various municipal services is much more than required on

the basis of any norms. Measures such as total ban on new recruitment. and non

filling of vacancies caused by retirement, death etc. could be considered. The

Fifth Pay Commission has also, while recommending new pay scales and other

benefits to employees, emphasized the necessity to restrain and reduce gradually

the size of the workforce.

None of these suggestions, already made by the first Finance Commission,

have been acted on seriously by the MCD. This Commission reiterate the same.

*****
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CHAPTER VIII

DEVOLUTION PACKAGE AND RECOMMENDATIONS

While the functions attached to urban local bodies have acquired greater

significance because of the 74th Constitutional amendment. the finances of the

local bodies have remained relatively inadequate since the power of taxation

vested in the local bodies is generally limited to those taxes which are levied on a

local base like land and property or profession and trade. or goods imported in a

local area for use, consumption or sale. Most taxes like sales tax, excise dUty and

stamp duty are levied by the State Government with a view to ensuring uniformity

throughout the state. There is, therefore. a need to transfer funds from the State

Government to the local bodies so as to enable the local Government to perform

its functional responsibilities adequately without experiencing a corresponding

shortfall in resources.

The Second Delhi Finance Commission was set up by Govl of NCT of

Delhi vide order dated s'" January, 2002. The terms of reference of the Second

Delhi Finance Commission have been detailed in Chapter I of the Report As

mentioned therein, the Commission is required to review the financia l position of

the Municipalities and make recommendations on the principles which should

govern devolution of funds to municipali ties as also measures needed to improve

the financial position of the Municipalities. The Commission is to have regard,

among other considerations to the overall resources position of the Govt . of

National Capital Territory of Delhi. the scope for economy in the Municipal

Administration, the scope for improvements in resource mobilization by the

Municipalities. adequate maintenance and upkeep of capital assets and the

requirements of the Municipal bodies for modernisation of administration.

The Second Delhi Finance Commission has reviewed the financial position

of the Munic ipalitIes in Chapter III of this Report as well as the resource availability

of GNCTD In Chapter V of the Report. The Commission has also made an

attempt to assess the financial requirements of the local bodies in Chapter VI of

the Report. An attempt has been made to assess the likely gap between the
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expenditure needs of the local bodies and the availability of funds from various

sources. both tax and non-tax,

Devo lution to MCO and NOMC

The Commission considered the question of whether the devolution

package recommended by the first Commission for MCO and NOMC was

satisfactory or whether the same needed modification.

The First Comrn iss ion had recommended a basic annual fiscal transfer of

9.5 per cent of GNCTO's tax revenue to MCO and NOMC, which was

subsequently bifurcated into two parts - the first limited to 5.5 per cent and the

second covering non-plan grants limited to 4 per cent.

The Commission found that both MCO and NOMC, while having no

complaints with respect to the global sharing of 5.5 per cent of NCTs tax

revenues were dissatisfied with the ceiling of 4 per cent of tax Revenues on the

non-plan grants. Also both MCO and NOMC in their Memoranda to the

Commission requested for a larger devolution package, as also for funds for

maintenance expenditure on capital assets as also for fresh capital investment.

The Commission after detailed deliberations and after considering the

overali resources position of the Govt. of NCT of Delhi, has decided to make the

following recommendations ;.

A. Devolution Package

(a) Devolution to MCD and NDMC be continued on L'1e system of global

sharing of the tax revenues of GNCTD with the municipalities in lieu of scheduler

or itemized tax-sharmg through assigned taxes and statutory grants·in·aid. After

deliberations. the Commission recommends that the baSIC annual fiscal transfer of

5.5 per cent of tax Revenues of GNCTD continue 10 be provided to MCD and

NOMC to be divided as per recommendation in para A (b) below, together with

additional amounts as detailed below and separate provision for DCB as is the

current practice.



(b) The Commission further recommends that for the basic devolution of 5.5

per cent of tax Revenues of GNCTD, the division of 70 per cent of the amounts

arrived at between MCD and NDMe may be on the basis of the population living

in their respective areas and the remaining 30 per cent in the ratio of the physical

area under their jurisdiction.

(c ) The Commission. also recommends that the 4 per cent ceiling on grant· in-

aid may be raised to 5 per cent.

(d) As per gUidelines/ pattern / norms of grant-in-aid, to the local bodies within

the Union Territory of Delhi Rules 1990. (Annexure 8.1) the MCD and NDMC are

provided grant-in-aid @ of 60 per cent of the net expenditure incurred by the'MCD

and NGMC and 66 per cent to DCB of the net expenditure incurred by the DCB for

educational purpose.

The Commission recommends that grant-in-aid be provided at the rate of

70 per cent of eligible net non-plan revenue expenditure incurred by MCD on

education in lieu of the present 60 per cent . This is recommended in view of the

fact that MCD needed to be compensated for the large influx of population as also

low levels of literacy rate among the residents, particularly in areas like

Resettlement Colonies, JJ clusters, unauthorized colonies etc, in its jurisdiction.

The Commission also felt that since primary education is a fundamental nght and

thiS is the capital of the country, IV1CD needed to be encouraged to incur

expenditure for this purpose.

The NDMC be allowed reimbursement at the rate of 66 per cent of eligible

expenditure on education to maintain parity with DCB.

(e) The Commission recommends that grant-in-aid in respect of

reimbursement of expenditure on resettlement colonies and mid-day meals be

allowed as per the provisions of the original terms and conditions as drawn by

Government of Delhi In this respect prior to the implementation of the

recommendations of first Delhi Finance Commission.



B Measures to improve financ ial position of Municipalities :

The Commission notes with great concern the inadequacy of resource

mobiliza tion efforts of both MCO and NOMC and the fact that in spite of the first

Commission's recommendations in respect of rais ing additional revenues through

rational ization of property tax, levy of profession tax , levy of entry tax . Increases in

vanous fees, charges etc. and levy of night parking charges, almost none of these

measures were adopted by the MCO or the NOMe. The Commission felt very

strongly that these local bodies have not raiseo the resources that are well with in

reach and thereby bolstered their financial position .

Additional Resource Mobilizati on

(a) The Commiss ion recommends that both MCO and NOMC Immediately levy

the following taxes :-

1) Tax on professions, trades, callings and employment,

2) Tax on increase in urban land values.

3) Review of rates of fees I fines Irent.

The Comm ission recommends that Govt. of NCT of Delh i be appri sed of the
progress and actio n taken in this regard.

(b) As part of better financial mana gement. the Com mission recommends an

incentive amount of 2 per cent in respect of collections from new taxes , operanve

after the expiry of the first year of the levy of such taxes .

( c) The Commission also reccrnmends :l:"! incennve amount of 33 per cent fer

higher collections from existing tax sources if the amount 01collection during each

of the years of the award period is greater than two percent over the forecast s

made by the Commission. To illustrate, jf the Commiss ion's forecas t of property

lax collection of MCO for the year 2003-04 is Rs . 'X' crores . the Cornmisslon

recommends that an incentive of 33 per cent would be paid by the Govt . 01Delhi

in respect of the excess amount of [ eX' ) • 1,02 • 'X')



The Commission examined the system of property taxation adopted by

MCD In great depth. and has come to the conclusion that the same is starkly

deficient with respect to transparency as also uniformity.

It is telt that resource mobilization can be greatly improved, at least in the

long run, if the system of property tax assessment is replaced by the Unit Area

method of assessment. to make the same more scientific , objective and simple.

Unit area method of property tax assessment taking into consideration

measurable variables like carpet area, use of building, location & type of building

would greatly improve the efficiency in levy, assessment and collection as well as

greater transparency in management. Such a method combined with

computerization of property tax administration and adoption of a passbook

approach would lead to greater efficiency and fewer complaints. The Commission

also recommends that NOMC also design and implement a suitable reform

package in respect of property tax assessment.

The Commission notes with concern the erratic revenue realization by

MCO from OVB. The revenue realization of electricity tax by MCO from OVB over

a period of eleven years from 1991 to 2001 indicates dips and peaks. The

Commission is of the view that MCO should take up this matter in right earnest

with OVB for actual realization of electricity lax ccllected by OVB from the

ccnsumers. The electricity lax so realized should be utilized by MCO for providing

street lighting as a high priority area since public safety is involved. This would

help tn minimizing the crime rate as well.

Financial management and Reforms:

(a) With respect to financial management. the Commission recommends

that there is need for downsizing since MCD suffers from a rather high manpower

ratio at 11 per 1000 of population. The Commission recommends that MCD

needs to take steps to Improve productivity of its staff, along with the downsizing.

(b) The Commission recommends the scope for improved asset management

and treasury management.



(c) The Commission stresses the need for MCO. NOMC and DCB to reform in

the following areas :.

(1) Improving the budgetary systems as also of financial management

systems,

(2) Implementing productivity improvement schemes, and

(3) Contracting out services in the private sector where it is shown to

result in cost savings.

Details of the proposed reforms in these areas are detailed In Chapter VII

of this report .

(d) The Commission recommends that Govt of Delhi may consider creating a

Municipal Reform Fund to encourage the local bodies to undertake the following

reforms. Releases from this fund are to be linked to achievement of desired

milestones in respect of the three major reform areas recommended by the

Commission, namely.

(1) Reform of Property Tax Assessment including Computerization

(2) Reform of Municipal Accounting and BUdgetary systems, and

(3) Private participation in the provision of urban services.

For adopting accrual based accounting system, the Cornrmssron

recommends the reimbursement of entire expenditure incurred by the local bodies

on carrying out a study from a reputed institution after approval of Govt. of NCT of

Delhi.

(e) The Commission recommends that computenzation of public dealing

departments of MCO viz., property tax department, licensing department.

registration of births and deaths, should be carried out on top priority basis and

Government of Delhi should provide an amount of Rs. 10 crore to Me O.

Similarly, NDMC should also be provided an amount of Rs. 1 crore for

computerization of public dealing departments as mentioned above The GOYt. of

Delhi should monitor the computerization in MCO and NOMe . For this purpose. a

mechanism should be devised by Govt. of Delhi both for release of amount and

monitoring .
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(I) The funds devolved by Govt of Delhi to the local bodies are Intended not

merely for bridging the revenue gap, but also intended for maintaining the capital

assets already created and capital assets created under plan schemes which are

subsequently transferred to non-plan for maintenance. The Commission

recommends that both MCD and NDMC should spend a specific amount

received in devolution, say, at least 5 per cent. for the purpose of maintenance of

capital assets.

The Commission further recommends that 5 per cent of grant·in-aid

provided by Gov!. of Delhi to MCD for education should be specifically earmarked

for maintenance of school buildings only. A mechanism in this regard should be

devised byGovt. of Delhi both for releases, as alsofor monitoring.

(g) The expenditure incurred on environmental conservation should be suitably

enhanced by the local bodies to arrest the degradation of environment ...mether in

the field of sanitation, roads. public toilets, solid waste management, air pollution.

noise pollution or decongestion.

C Functional responsibilities of MCD and NDMC

•
The Commission has examined the functional responsibilities being performed

by MCD and NDMC and makes the following recommendations -

(a) There should be no overlapping of functions between Govt, of Delhi and

the Municipalities, e.g. the function of old age pension is being performed

by MeO and NOMe as a discretionary function. The old age pension is

also being provided by Gov!. of Delhi. This is a duplication of functions and

strain on the resources of MCD and NDMC. If this function is performed by

Govt. of Delhi alone, it would help in improving the financial health of

municipalities.

(b) Pnmary health care includinq dispensaries. maternity and child health care

centres and small hospitals should remain with municipalities. but all

hospitals with more than 100 beds capacity should be transferred from

Municipalities to Govt of Delhi since these require specialized
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r
management logistics and diagnostic facilities, which is already available

\ with Govt. of Delhi. This is again a case of overlapping of functions

between Govt . of Delhi and the Mu nicipalit ies.

(c ) The function relating to construction and maintenance of cattle ponds

should be transferred from discret ionary to obligatory functions of both

MCD and NDMC respectively.

Cd) The discretionary functions relating to MeD in respect of construcucn and

maintenance of rest houses. poor houses, infirmaries. child ren' homes,

houses for the deaf and dumb and for disabled and handicapped children.

shelters for dest itute and disabled persons, and asylums for pe rsons of

unsound mind. should be transferred to Govt. of Delhi to enable better and

coordinated approach and better management of buildings.

(e) In terms of the Supreme Court recent judgement. greater responsibility lies

wi':.h the Government of Delhi in respect of location of industries Toe work

of relocation of industries from non-conforming areas to confonn ir.g areas

has been handled by Government of Delhi in the recent past. Therefore,

the work relating to issue of factory licenses should be transferred to

Gcvernrnent of Delhi from MeD. This would facil itate the implementation of

a uniform policy throughout Delhi.

The Commission is of the view that the system of single window service be

followed for ail clearances for industries and for this purpose the function

relating to factory licensing should be shifted to Govt. of NeT of De lhi. .

(f) The Commission has deliberated on the issue of food licences for eating

establishments and has come to the conclusion that this SUbject should be

transferred to Govt. of Delhi for better supervis ion. control and coordi nation

as is the practice in other States and as has also been recommended by

the Supreme Court.

o Debt Restructuring

On debt restructuring. the Commission recommends that the restructunng

of debt worked out by the First Commission may continue and Government of
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Delhi may consider allowing a three years moratorium in respect of fresh loans II

is felt that the rate of interest charged on fresh loans to iocal bodies shcula not ~

higher than the rate of interest presently being cha rqe ! from ovn. OlC. ,v~ DJI1

et~.

The Commission recommends that Govt. of Delhi should consider

reduction in the interest rate on the funds given to local bodies. whether :Or pian

purposes or by way of ways and means advances in the present regime 0: Io...ser

in te rest rates.

As part of financial reforms the Commission recommends that it would be

appropriate to consider persuading MCD to open an ESCROW account for

repayment of future loans.

The above recommendations read along with this Report cove r the terms of

reference assigned to the Commission by the Government. The Ccmmission atso

recommends that any fiscal transfers made by GNCTD to MeO and NOMe in

2001-02 may be treated as subsumed into the proposed transfers and may be

adjusted from the amounts due as per the recommended scheme of devolution.

Before concluding. the Commission is happy to place on record its

acoreciaticn of the valuable assistance rendered by Smt, Suma ti Mehta.

Secretary of the Commission. Sh. O.K. Rastogi, Deputy Director and their small

team whose unstinted labour and cooperation contributed valuably to the

accomplishment of the task assigned to them .

(K.S. Baidwan)

Chairman

luv-D O.....aP.ue
(Desh Bandhu)

Member

(Ramesh Chandra)

Member
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