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ABSTRACT

The macro overview of municipal finance may notteslough for understanding the sources, structtwejposition, and
trend of aggregate revenue and expenditure of tharulocal authorities in cities and may not foamough lights on the
constraint faced by the individual local governmemtd the requirement for suitable policy initiatite solve them.
Therefore, the present study evaluates the fiseghrpeter of individual municipal bodies to examiheir ability to

provide the minimum level of civic amenities, andoamative approach of assessment of municipahfiraapplied for
this purpose. The study revealed that the Municgmmporations who enjoyed a greater degree of daieg of revenue
power and have lesser dependence on upper tiegswarnment; perform well in terms of provision loé minimum level

of civic services or lower under- spending.
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INTRODUCTION: BACK OF THE STUDY

There are numbers of studies has been conductedrimus researchers, academician onboard aspemimtipal finance
at the state level (Sridhar et al 2007, Daware 2@&&ir 2015), national level (Karnik. et al 2003jtrisl 2011, Naltathiga
2012, Mandirwala 2015,) and international level rgke 2006, Fieldsted et al2010, Josephin 2017ydwige an insight
into the sources, structure, composition, and tdfrabgregate revenue and expenditure of the Mpali@uthorities in big
cities. Finding and conclusion drawn at the aggeedavel may not provide a clear and accurate pactf individual
Urban Local Bodies (ULBs) as well as may not foamugh attention on the constraint faced by indizidiocal
government and the need for appropriate policyaitie to solve them (Karnik et al 2003). Therefdiee present study
analyzed the financial parameters of individual ol corporations to examine their ability to iglet the minimum

level of civic amenities to the people

With the above background, the present study hasidgered qualitative (normative) benchmarks asadstrd set
of parameters of assessment of municipal finand&'ést Bengal. The normative parameters define timmam level of
expenditure on services provision (capital) as vealloperation & maintenance expenditure on cor& @grvices to

maintain a minimum standard of living for the peofKarnik et al (2003).
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It is a debatable issue to what level services havee provided and maintained by the municipapoaations in
urban areas with different sizes, dominance, amth@uic activities. The fixation of norms and stamidafor core urban
services is a complex and critical task. The noand standards are dependent on various factors asi¢he fiscal
capacity of local bodies and users, topographythadsettlement concerned, the size and densitppdlption, and other
economic factors. (Mathurans, Chandra, 2012). i&¢agencies and expert committees have been vgpdiirthis issue at
the national and state level. They provide a ramigeptions for physical and financial standardsirdfastructure and
services in India. The norms suggested by variausnaittees are different from each other as theyehsed different
methods for estimation of urban infrastructure seétbwever, the standard for civic services is &isond to be different
for different sizes of cities. The first attemptfixing the physical and financial norms of urbavic services was made in
1963 by the Zakaria Committee (Mathur, 2011). Tommittees worked out the norms based on data detatearious
physical and financial aspects of urban servicelide the cost for provision and maintenance ofises and finances of
municipalities collected from selected cities offefient sizes, civic status, and locations acrbdgsdountry. The High
Powered Expert Committee (HPEC) has also recomntettue financial norms and standard of urban coreices in
2011. (Refer table 1).

Table 1: Suggested Financial Norms for Provision a€ore Municipal Services

Core Service Zakaria Committee Norms * HPEC Norms #
Water Supply 229 501
Sewerage Facilities 266 286
Urban Road 50 397
Street Lighting 63 8

Source: #HPEC Report and Recommendation 2011, *Nathur, R. Chandra 2007.
REVIEW OF LITERATURES

Karnik et al (2003) examined the revenue and exihemdpattern of urban local bodies in Maharashmmaviaharashtra,
the urban local bodies have a narrow choice to Bawy collection of tax and non-tax revenue income additionally

restricted by various regulating principles decitigdhe state government

Sridhar et al (2007) made an important attemptegextomine the cost of providing civic infrastructumed civic
facilities to the citizen. Some cities such as Jdagnd Pune are under-charging their water suppiypared to those short-
run marginal cost estimates. In addition to tHig tity's per capita expenditure on other civivises such as sewerage,

streetlight appeared exceptionally lowers in majties in India.

Thakar (2011) examined the fiscal performance efrttunicipalities across the country in terms of iawenue,
non-tax revenue, user charges, state dependendypwan resource coverage ratio, which were selefrtmd different
states as well as municipalities from the sameestd$o and ranked the municipal authority basedthair fiscal
performance..

Naltathiga (2012) has found most of the urban Ideadies in India inspection a small revenue surpliir

resource gaps are also very high. Their spendingvinamenities is far below the minimum levelrefuirement.

Daware (2013) examines the financial; performarfcdagpur Municipal Corporation through operatingame
ratio and utilization ratio. The corporation hagegh control over the expenditure. The gross exggeage also less than

the total revenue generated by the Nagpur Municoaporation.
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Gaur (2015) suggested that alternative financingcas are essentials for urban local bodies tchdige their
civic services. The traditional methods are nde db fulfill the requirement of present demand this regards, the poll

financing method is one of the appropriate altévedinancial sources of urban local bodies.

Mandirwala (2015) applied revenue income paramgetev@nue expenditure parameters, capital assatmeders,
and long-term liabilities parameters in his studyrteasure the financial performance of Ahmadabadodara, and Surat
municipal corporations. Ratio analysis, percentagaysis, and trend analysis used as financial al@dtysis tools in this

research work.

Kaongo (2015) has identified that the local coumedstly depends on various levies and taxes asigseat
source of income to the local government in Tareafihe author showed that the central governmentavizania

imposed restrictions on sources of revenue ofdballcouncil and, their revenue-generating abilag declined.

Rabbins et al (2016used various ratios such amuratio, average debt collection period, opegasarplus/
(deficit) ratio, self-income ratio, commercial ratellection efficiency ratio to measure liquiditgutonomy, collection

efficiency, and solvency performance of the thirffgur local council in Ireland.

Josephine (2017) attempted to establish the eftédinancial management on the financial perforosaaf local
governments. The study shows a positive relatignbbiween the financial management and financidbpeance of the

Tororo Municipal Council in Uganda.
OBJECTIVE OF THE STUDY
The specific objectives of the study are as follews
* To study the pattern of revenue income and reverpenditure.
* To measure the per capita expenditure on variots amenities
* To study the level of under-spending on varioug @ivic amenities.
* To study the factors influencing the level of urdpending.
RESEARCH METHODOLOGY

The primary objective of the present paper is digize assessment of municipal finance in Weshdg#. The analytical
framework for the analysis of municipal financeais exhibit in figure 1. The receipt and paymentoact, income and
expenditure account, and balance sheet of selddtatcipal Corporations are considered for quaNatassessment of
sample municipal corporations and collected frorairtirespective websites. In this study, the Highw@&o Expert
Committee's norm for operation and maintenance redipge of core civic services used to measureettient of under-
spending on core civic amenities providing by thengle municipal corporations. The study purposelgced Asansol
Municipal Corporation (AMC) and Siliguri MunicipaCorporation (SMC) as sample municipal corporations of six
municipal corporations in West Bengal. As the chtmastics of Asansol and Siliguri considerablyfeliént from each
other, would facilitate the comparison process jostified manner. Asansol is an industry-basey, eithere Siliguri is a
commercial and tourist place. Therefore, a conalleramount of funds has been spent by the govertnfoethe cities.
Again, Asansol and Siliguri each 2nd and 3rd pdedacities in West Bengal. In addition, both the ritipal

Corporations are inception in the same year, 19%ih the response to the reforms in the municigaloanting system
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under Jawaharlal Nehru National Urban Renewal MisgJNNURM), the Municipal corporations in West Bahhave
changed their accounting system from a cash basis ticcrual basis since the financial year 2007F8s a period from
2007-08 to 2017-18 is considered as a period affystu

Nommative Approach

|

Under-spending

|
1 .l

Exogenous factor Endogenous factor
Dependence Decentralization Revenue Recovery Cost Cuality of
Ratio ratio Administration Ratio expenditure

Source: Karnik et al, (2003), “Assessment of Reeezud Expendituré patterns in urban local bodies of
Maharashtra”

Figure 1: Normative Approach of Assessment of Munipal Finance.
DATA ANALYSIS AND MAJOR INFERENCE
Availability of Civic Amenities

To provide a minimum level of civic amenities te@theople is an obligatory function of the municipatporation. The
extent of civic facilities made available by the miuipal corporation could be measure by the peitaagxpenditure
incurred for operation and maintenance expenditiireore civic services. The level of under-spendingc facilities

provided by the AMC and SMC to the people is estitdy the per capita operation and maintenancerekre on core
services, namely, water supply, sewerage facilitisban roads, and street lighting with the HighwBo Expert
Committee’s expenditure norms. The operation andnt@@ance expenditures of AMC and SMC on core sesvi
exceptionally far away from the recommendationhey HPEC. However, SMC provide better water as aelirban road
facilities where AMC provides better sewerage faed(Refer to table 2)

Table 2: Suggested Financial Norms for Provision ofore Municipal Services and Average per Capita
Expenditure Spent by AMC and SMC on Core Services

7 . - : v
ULBs | Core Services| HPEC Norms (Rs) Aé’f;ggi;eré ((:Fzgs)lta reEs Spp\)gg)dlng (%
Water Supply 501 53.14 (89.39)
AMC Sewerage 286 35.7 (87.52)
Urban Road 397 13.3 (96.65)
Street Lights 8 21.7 171.25
Water Supply 501 35.04 (93.01)
SMC Sewerage 286 83.61 (70.77)
Urban Road 397 22.24 (94.40)
Street Lights 8 10.27 28.38

Source: derived from income & expenditure accod§MC & SMC. *Average Per capita expenditure = Total
operation and maintenance expenditure / projeciaolation
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Factor Influencing Under-Spending

Factors affecting the under-spending on core @eivices provided by the municipal corporationslddae c classified
into two exogenous factors and endogenous factdiise exogenous factors are beyond the control efcttincerned
municipal authority. Factors include the size afoerces available; degree of autonomy of revenuweepand the size of
grants aid received are influence the spendingtyloil municipal government on civic amenities. Shecould be express
in the form of dependency ratio and decentraliratagio. Dependency ratio measures the share of-graaid received by
the municipal corporation to their total expenditult is express in terms of percentage. Decen#tidin ratio indicates the
degree of empowerment enjoys by the concerned Npaili€orporation to decide their financial matterhis ratio is the

proportion of the Municipal Coronation's per capigsenue to State per capita revenue.
Dependency and Under-Spending

Table 3 exhibits the extent of under-spending ore gervices along with the level of dependencyorafi the Asansol
Municipal Corporation and Siliguri Municipal Corg@tion. A large portion of the revenue expendituféath municipal
corporations recovers from inter-government fuadidgfer. (Refer to Table Ill). As a result, the defency ratios of both the
Municipal corporations AMC and SMC have increaseddgally. So far comparison, SMC is more dependenta
government grant for maintaining their revenue exttere than that of AMC (refer to table Ill). SM@ovides better

services to the people live under their jurisditimea as compare to AMC as the average underiggdaadower in SMC.
Decentralization and Under-Spending

SMC has enjoyed greater empowerment in decisioningafor financial matters. Their average under-sieg is

comparatively lower than that of AMC. Thereforee thigher the revenue decentralization, the lowerlével of under-

spending (refer table 3)

Table 3: Dependency Ratio, Decentralization Ratio ahUnder-Spending of the Municipal Corporations

Year 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 2g1 2016 | 2017 | 2018 '2’;
Dependency 4026 | 40.09| 4421 4868 47.67 43 4809 80.3 63.32.746 65.93| 53.3
Ratio( %-Age)

Avc | Decentralization| g h | 7 45| 746l 10085 1084 846 7534 476 678  6.66.53 | 7.295
Ratio (%)
Under-Spending| g1 34 | 9900| 9049 9020 91.8 8988 884559 | 8s64| 8832 88| 8961
(%-Age) 2
Dependency 5554 | 92.64| 100| 6287 599 4743 55491%| 53.49| 51.77] 5052 62.88
Ratio( %-Age) 5

smc | Decentralization| o o 525\ 2041 1078 11.88 1246 1141 811 10.56.681D 10.79| 9.295
Ratio (%)
Under-Spending| o, g5 | 9361| 9359 87.04 8933 8812 s4alser?|8302| 81.74| 8046 87.3p
(%-Age) 1

Source: derived from income & expenditure accod®tMC & SMC.

Endogenous factors are those factors over whichigipah corporations have controls. These factodicate the
efficacy of the effort of levying and collectingetin revenue. Delegation of revenue power assignethe upper-tier
government, the size of municipal tax, fees, usberges levying and collection by the municipalpowation, and their
expenditure structure mainly determine the finadnhigalth. These endogenous factors influence taditg of civic
amenities provided by the corporation. The endogeniactors express in the present study in the fofmevenue

administration ratio, cost recovery ratio, and gyaif expenditure incurred by the municipal corgiion.
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Revenue Administration ratio measures the effentigs of the levying and collection function of tanicipal
Corporations. This ratio is not a very accurate sueato judge the revenue administration performafa¢he Municipal
Corporation. The ratio per capita own revenue chldodies to state GDP (GSDP) per capita is aecéstimation to
examine the revenue administration efficiency &f khunicipal Corporation. The ability to levy andleating revenue of
municipal corporations also depend on the delegatib revenue power. Revenue administration has raserse
relationship with under-spending expenditure asatalability of resources with the Municipal Corption increases the

level of under-spending is decreasing accordinglyayl. R ,2008).

The recovery cost ratio is another important patam@ judge the fiscal health of the Municipal foration.
This ratio indicates that the share of fees and abarge to revenue expenditure is spent to pramade civic services. As
the recovery Cost has an inverse impact on undareipg, the revenue from fees and user chargesaserthe level of

under-spending decrease accordingly. (Karnik €28I03).

Quality of expenditure is an important indicatoréwamine the quality of services provided by thenitipal
corporation to the people. These affect the lommtsustainability of the financial health of the miwipal corporation.
Due to the non-availability of the detailed datasewtor-wise user charges, broad indicators ofatie of municipal fees

and user charges to aggregate revenue expendituechieen used to measure recovery costs in thig.stu
Revenue Administration Ratio and Under -Spending

The revenue administration efficiency ratio hasrafity affected the adequacy level and quality ofises provided by the
Municipal Corporation. The average revenue admatistn ratio is higher in SMC as compare to AMC.eTlavel of
under-spending is lower in the case of SMC as wenkihat the availability of resources with the nuipal Corporation

increases the level of under-spending is lower iatiogly ( Refer to table 4).
Cost Recovery and Under-Spending

The average proportion of fees and user chargesvemue expenditure is higher in SMC, as compaeM€&. Therefore,
the level of under-spending is lower in SMC thaattbf AMC. Thus SMC provides batter civic amenitteshe people
(refer to table 4)

Quality of Expenditure and Under-Spending

The share of operation and maintenance expenditucgal revenue expenditure indicates the qualftgervices provided
by the municipal corporation to the people by SM®étter than that of AMC. In this regard, it isselved from the data
that the SMC rendering better quality of servicéh® people compare to AMC. (refer to table 4)

Impact Factor (JCC): 6.2732 NAS Rating: 2.38



Normative Approach of Assessment of Municipal Finance: A Case Study of West Bengal 21

Table 4: Revenue Administration, Cost Recovery, Opation & Maintenance Expenditure and Under-Spending 6
Municipal Corporations

Year 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 'X;eer
Revenue
Administration 087 | 093] 087 095 115 108 103 087 104 105061 0.99
A Ratio (%)
M ggﬁ;?&)‘;""ery 2493 | 25.86| 2021 2227 255 18 18]87 1507 16.76.361 15.97| 19.98
C
gtf;“{f)BXpenses 662 | 1085| 75| 1064 11| 13589 1251 138 1456 616.15.72| 12.00
Under-spending (%] 91.3% 90.09 9049 9029 OL.8 3@b.88.43| 88.9J 8864 88342 89 8951
Revenue
administration ratio| 0.84 0.97 0.83 1.02 1.3 1.48 1.55 1.49 162 169 75 1. 1.32
< o)
M (Co/‘z)s'”eco"eryra“o 17.81| 20.69] 1352 17.86 25.87 2998 3292 29.0358M1.32.44| 33.32| 2591
C
gtf;“{f)BXpenses 3779 | 4470 3817 37001 3451 43p7 4356 27.98373535.13| 3497 37.49
Under-spending (%) 94.65 9361 9359 87|04 89.33.18B 8456 8441 83.0p 8lL1714 8046 8732

Source: Derived from income & expenditure accodrAMC & SMC: Decentralization Ratio = Per Capita Own
Revenue / State Per capita Own Income *100. Weasjd&State GSDP has been taken from the Finanttreedbtate
Government Report,

CONCLUSIONS

The study revealed that the municipal corporatiang) enjoyed a greater degree of delegation ofmegpower and have
lesser dependence on government grant-in-aid,rferpging well in providing a minimum level of civiservices or lower
under spending. Therefore, the issue relating éadilegation of revenue power to urban local bodéesis a top priority.
They should have committed to the betterment ofiirkervices. Simultaneously an initiative is reggiifrom the urban
local government side to enhance the quality okesgjiture. These could be possible by rationalibedr tworkforce and

reducing establishment and administration experglitu
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