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Preface

This study is done by one totally unfamiliar with the institution
of the property tax and of matters pertaining to urban land policy, previous
to this effort. I am indebted to Dean John P. Lewis of the Yoodrow ilson
School, Princeton University, for arousing my interest in this area and
then sponsoring this study,

All the information was gathered or gleaned during a seven—tweelk
visit to India in December 1273 ~ January 1974. T acknowledge with gratitude
the support of the Ford Foundation and the Indian Council of Social Science
Tesearch for financing this visfit., In particular, I am grateful to Harry
Wilhelm, John Sommer and €. Preston Andrade of the Ford Foundation and J. F.
Hailk and Ramashray Roy of the I.C.S.S.R. for facilitating matters with
remarkable speed.

A large number of officials, researchers and others submitted,
gladly it seemed, to my enquiries and the four *umicipal Corporations of
Calcutta, Madras, Delhi and Bombay provided data. Their help is greatly
appreciated, I am particularly indebted to ¥. C. Sivaramakrishnan of the
Calecutta HMetropolitan Development Authority, J. B, D'Souza of C.I1.D.C.D.,
Bombay, and £. Venkitaramanan of the Government of Tamilnadu for facilitating
iy visits to thelr respective cities.

A list of all persons interviewed for this study is provided in
Appendix (1).

T am also grateful to Professors Edwin ™ills and Arnold Harberger

for comments on the first draft,



1. Iptroduction

The decade 1961-71 has been one of rapid urbanization in India.
The urban population increased from about 79 million people to about 109
million —-- an increase of 387 over the decade or about 3.57% a year. It is
then not surprising that there is acute pressure on housing in urban areas
and that values of urban land have been skyrocketing. 'hile the problems
of cities qua cities have, in general, never before claimed much attention
from the government in India it is probably true to say that they are so
doing now. This has partly been caused by the crisis in Calcutta in the

late sixtiss which had to be ameliorated. There are now a fair numwber of

p—

agencies and institutions looking intc the problems of urban planning, of
low~-cost housing, urban land use, etec. In addition, the impositiocn of rural
land ceilings created interest in urban property ceilings and in urban
property taxzation.

Almost every Plan document has had some mention of the desirability
of coordinated urban land policy to counter speculative land price rises
and related ills. There has, however, been little data presented on the
pattern of these price rises, their magnitude nor any analysis of their
causes. Similarly, although the main tax base of each local body is the
property tax, there has been almost no attempt at systematic analysis of
the tax. There have been various studies describing these property tax
systems but they are usually more concerned with the administrative aspects
of the tax than its economic aspects. There has been no study relating
the changes in property tax collections to changes in land values. While
it is possible o obtain reasonable data from local authorities pértaining

to property taxation, data on land values is almost impossible to get.
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This is somewhat surprising comsidering the number of sovernment and
private promouncements lamenting price rises of urban land values,

This study is a review of urban property taxes and thinking
conceyning urban land policies. It attempts to catalogue the major problenms
in these areas a2s perceived by policymakers and those administering them
as revealed in published materizls as well as personal interviews. There
is first a general discussion of urban property taxes, then case studies
of Calcutta, Bombay, *adras, and Delhi are presented. TFinally a review of
urban laﬁd policies~is made. The review is a critical one, subsuming my

personal and professional biases and predilections.
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2. Central and State Taxes Pertaining to Immoveable Property in Urban
Areas in India.

Cne of thé difficuities of studying the taxation of urban property
in India is the number of different taxes which impinge on urban property.
Some are levied by the Centre, some by State Governments and still others
by local authorities.

2.1 Central Taxeg'

i. Income Tax: Income from urban property is also liable to income
tax. The annual rental value of the house is taken as the basis
for assessment whether it is beingz let out or self-occugpied.

The following deductions are made in arriving at annual valua:

a2) Rates and taxes paid to local authority.

b) Certain allowances for newly built properties.

c) 59% of annual value or Rs. 183 whichaver is less for owner
occupied buildings.

d} 1/6 of net annual value after deducting (a), (b) and (c),
for repairs, ete.

e) dinsurance premiums

f) mortgage charges

g) ground rent

h} interest charges on borrowed captal

1) land tax payable to government

j} rent collection charges not exceeding 67 of annual value

k} Where property is unoccupied that part of annual value which
is proportionate to the time it was vacant.

The income tax rates are given in the Appendix - Table A.l.

i, . . \ . . - .
“ost of the information in this section is tzken from [8.N.Banerjee,

1973].



iil

Wealth Tax

Wealth tax is levied on net wealth on the valuation date. This

includes all assets wherever locéted belonging to the assessee on

the valuation date. Additional tax is levied on ownership of urban

land and buildings. There are, however, the following important

exemptions of interest here:

a) One house up to a value of Rs. 100,000, whether rented or
self-occupied. The excess over Rs. 100,000 is taxable.

b) All household articles e.g. furniture, utensils, wearing
apparel,

c) ‘“lotor car up to a walue of Ns. 23,000,

d} Equity shares issued by an industrial undertaking for 5 success-
ive yaars from yvear of acquisition.

e) Deposits in various kinds of financial ingtitutions.

There are a host of other exemptions which go a long way in diluting

the effect of this tax.

iid.

Wealth tax rates aré siven in Appendix, Table A.2.

Capital Gains Tax =~ -

Capital Gains Tax is leyied on gains accruing from the transfer

of any assets ownaed by the assessee in the assessment year. Short
term gaing are those arising from transfers of agsets which are
held for less than 2 years. The total capital gain is added to
income from other sources and taxed at the appropriate income tax
rate.

ang term gains are those arising from transfers of assets which

have been held for more than two years. G653% of total capital
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of toral capital gains after exempring the first Rs. 5000

arc added to ordinary income for income tax purposes. This applies

to land and buildines while it is 50% for other assets.

The following are the important exemptions:

a) 1If thz asset transferred is a house not exceeding Bs. 25,000
in value. This exemption is not available if the assessce
owns other property valued at more than Rs. 503,000.

b) If the capital gain is devoted to house-building for the
assessee’s own residence. If the amount of capital gain is
greater than the cost of the new asset the tax applies to the
difference.

iv. Estate Duty.

Estate Duty is levied on the entire estate left behind by the

deceased. It is not an inheritance tax levied on the heirs'

respective shares. Agricultural land iz included in the estate.

One house used exclusively by the deceased is exempt but if it is

in 2n urban area, this exemption is allowed up to a value of Bs.

150,007 only. Certain allowances are also made for gift tax or

capital gains tax paid on the same propertv and for quick succession

of preverty when the successor dies within 5 years of the first
death.

The tax rates are given in Appendix, Table A.3.



v, Gift Tax

This tax was instituted along with the Estate Duty to curb evasion
of that tax., It is levied on any transfer of movable or immovable
property made voluntarily and without consideration in money or
money's worth., It exempts gifts to various kinds of charitable
institutions, to dependants and to spouses.
The rates are given in the Appendix, Tzble A.4.

2.2 State Taxes

i. TUrban Land Tax

Each state is empowered to leyy an Urban Land Tax but not all
states do. Punjab, Haryana, and Jammu and Kashmir levy this at
10% of annual rateable value. iHadhya. Pradesh, Tamilnadu, Bihar,
Gujarat, Assam, laharaghtra also make use of thisg tax.

ii. BSales, Registration Charees

Each state levies stamp duty on transfers of property and on
registration of the property. The rates vary from state to state

but are in the ranga of 2-%% of sales deed.

[N
[N
[EN

Betterment Levy

States are also empowered to levy taxes on increased value of land
due to public activities like building of roads, parks, provision
of transportation, etc., which serve to increase the value of
property
There is thus a multiplicity of taxes that urban immovéble property
is subject to. These taxes, it must be nected, are those in addition to
local taxes which are, in genefalﬂ much heavier. Even so it cannot be con-
cluded that urban housing in India is particularly heavily taxed. Tha

exemptions allowed for each tax mean that 211 but the most expensive
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properties escape central wealth related taxation. Furthermore, the number
cf exemptions allowed also provide an opportunity for luxury housing to
escape taxation by inducing undervaluation bribery of tax officials and
S0 on.

Central taxes have received a fair amount of attention from
eccnomists, the government and otheré and therefore no further discussion
is offered here, Indeed, a Finance Commission reviews them every 3 —ears
in addition to various tax enquiry committees which are appointed from
time to time. Local taxes are, however, generally neglected by economics
researchers as well as the central government. They do not, for example,

fall within the terms of refarence of the Finance Commissions.



3. Local Property Taxesg

3.1 An Overviey

Property taxes form the major source of revenus for most local
bodies in India. In general, it is levied more as a source of revenue than
ag an instrument for regulatingiland use. For purposes of assessment India
has followed the British system of using annual remtal value as the basis
for taxation. Tho annwal value is that of land and buildings taken together.

Annual rental value is defined as the gross annual rent at which the property

may reagsonably be expected to be let from vear to vear. It is thus a hypo—

thetical value which-can be interpreted as the market rent of the property
concerned. It is not the actual rent transacted. In practice, though,
there is considerable variation in methods of assessment and the actual
rents are used mora often than not.

Municipal bodies in India are not statutory bodies but are fo;med
by Municipal Acts enacted by the various state legislatures. As such, they
derive all their powers from the State legislatums which are often loath
to devolve too many responsibilities downwards. Some states have made
the levy of property tax compulsory for all municipalities and corporations
prescribing minimum and maximum limits on the rate structure.

It is very difficult to get comprechensive data on the revenue
realized from property taxes over the whole country. The Central Statistiecal
Otganizationvdoes carry out a partiazl survey of 22 Corporations and presents

annual data in its Annual Statistical Abstract. Similarly, the Reserve Bank

of India has a continuing Survey of Finances of Local Authorities and

" publishes its data periodically in its ilonthly Bulletin. The Survey began

in 1951 and the latest vear for which data is available is for 1967. Since
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TABLE 1

Local Authorities in India 1285-66

Port City Munici- Others
Trusts Corporations palities

A, WNo. of Local 7 26 1487 453
Authorities
in India

B. Addressed for 5 . 26 77 -
R.B.I, Survey

C. Wo. which filed 3 20 . 43 -
Heturns

(c} as 7 of urban population covered by A 32.2%

Source: Reserve Bank of India Bulletin Sept. 70: Finances of Local
Authorities 1965-66.
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TABLE 2
Local Tax Revepue as Compared with
Central and State Tax NRevenues
{(in current crores of [s.)
Year 1251~52 55-55 H0=-61 55-66

A, MWational
Income aa7l 2930 13302 20526

B, Local Authority

Rates & Taxes 22.9 29,4 56.8 103,2
(B) as % of (A) 0,2 f.3 0,4 0.5
C. Central Govt.
Tax Revenue LE0 412 73n 1735
(C) as 7 of (&) L.6 4.1 5.5 2.7
D, State Govt.
Tax Hevenue 231 3558 £2d 1118
(P) as Z of (4) 2.8 3.5 b,7 5.4
E. Cowbined Tax
Bevenue (BHCHD) 764 793 1414 3006

(B} as 7% of (&) 7.7 3.0 12.6 14.46
Source: Same as Table 1.

Hotes: 1 crore = 15 million
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the coverage has been expanded in every survey it is mnot possible to

obtain much idea of the trends in property taxes. Towever, it is estimated

)

t

1ot property tax accounts for about 507 of all local tax receipts [B.

*

Hanjundaiya (1271)] and that the 26 city corporations account for about
50=70% of all local tax receipts. Table 1 gives the distribution of the
varicus types of local authorities in India and the RaServe Bank coverage

of them. Table ives the total tax income of local authorities as

o]

1

covered by the W.B.I, surveys and compares it with trends im national
income, central and state taxeso‘ Becauée of the improvement in coverage of
the R.B.I. surveys it is not unreasonable to conclude that the proportion
of local property taxes to national income has remained roughly constant
while that of Central and State taxes has roushly doubled over the period
1951 to 19G6G. The most complete coverage of local property tax to date
was made by the Zakaria Committee [Government of India, 1963] for the vyear
1260-61, wvhen an estinate of Rs. 42 crores was arrived at. This seems
consistent with the R.B.T. partial estimate of Rs. 30-33 crores for the
same vear. 42 crores in 1960-61 was about 0,317 of pational income so
total property taxes were probably no more than 0.35% of national income.
Assuming that they have remained a constant proportion of national income,
total property taxes in 1970-71 were about Ns. 120 er. In the U.S. Dick
Metzer [1966] reported local property taxes to be about 3 to 3.57 of U.S.
national income -- a proportion that has been largely constant for almost
a hundred vears.

Any comparison vith the U.5. is hazardous because of the myriad
of structural differences betieen the two ecomomies. It is, however,

pertinent to ask if the ratio of 9.35% is a very low one. The U.S. data

1 : . . :

This is probably an overestimate. The studies for “adras, Dombay
and Calcutta show that property tazes have barely kept pace with the consumer
price index.
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indicates that even when the level of urbanization was low (20-307% of total
population) in the late nineteenth century proparty taxes were about 3
to 3,57 of national income. This is a remarkable fact considering all the
changes in the structure of the economy and in the system of taxes. One
might have expected that this nroportion would be lower at lower levels of
urbanization. That it is not so iz probably explained by a tight correlation
betwyeen the level of urbanization and industrialization [7.S. Hills, 1972,
p. 24] and thereby g.n.p. (e are here isnoring all other changes, &.g.
in tax rates.) The elasticity of the property tax hase, with respect to
g.n.p. i3, perhaps, unity. Can we then transfer this conjecture to the
Indian econcmy and expect that the proportion of the property tax can ba
raigsed to a similarly hich level? Probably not becaﬁse the nature of
current Indian urbanization is rather different from that in the U.5. in
the last centﬁry. The pressure of population is much greater, the proportion
of people living in ahject poverty much higher and sc on. The proportion
of people liwving in houses which can be taxed is therafore much lower.
Taling account of these differences and also recognizing the existence-
of other state and central taxes bearing on urban property it is safa to
assert that property taxes can possibly be increased to 1-1.5% of national
income but not much more. With the existing rate structure but Iimproved
administration and assessment it is estimated that a two-fold increasel is
easily possible. With increased rates (particularly in the smaller cities),
amendments in rent-control laws and a four to five fnld increase does

not appear to be an outrageous conjecture. It is not being suggested

4
This estimate was mentioned in various conversations by administrators
and others studying property taxes.
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here that this is easy or even lilkelvy siven the current political and
administrative constraints. “hat is bedino asserted is that a four—fold
increase in collection (in zpgresate) will not invéelve undue hardshin to
property owners.

It is important to note here that even the most generous
aszumptions leadine to a four or five Fold increase in property taxes
provide only s. 597 crores in extra taxes i.e. about Rs. 2500 crores at
1970-71 prices over a period of five years or about 57 of the proposed
cutlay of the Fiftﬁ Plan, This figure incidentally is algo rouphly equal
to combinsd annual deficit in the centre and state budgets over the past
thrae yearso1 The more realistic estimate of a Rs. 120-150 er. possible
increase i1s them not one which ill ease the national resource constraint
significantly. It can make possible a marked improvement in municipal
services. It is relevant to mention here that the Fourth Plan allocation
to the Calcutta Metropolitan Davelopment Authority itself amounted to 2s.
153 cr. and that suggested for the Fifth Plan is in the region of Rs. 300 cr,

3.2 Current Research on Pronerty Taxation

All th

[l
Q

precedins estimates are based on a2 number of approximations

i

and rely on guesses at each stage of the argument. Only the availability
of better data and of detailed studies relating to the incidence and
elasticity of local property taxes in different places can lead to more
systematic and accurate estimates. In this connection it must be mentioned
that increasing amounts of data are mow being collected by the Center for

Training and Research in “unicipal Administration (CMA) (at the Indian

1
T1970-71 Rs, 424 cr. 1971-72 7s, 540 cr. 19272-73 Ps, 5539 cr.
Source: [V.%.2.V. Rao etal., 1973] Table IV.
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Institute for Public Administration, ¥ew Delhi) and by its regional
centers at -~ Lucknow University

-~ Osmania University, Hyderabad

w— A1l India Institute of Local Self-Govermment, Bombay

-~ Indian Institute of Social Welfare and Business !anagement,

Calcutta
The studies conducted at these centers are naturally of the

public administration variety and usually of not much utility to the

economist except as background material. The Delhi center publishes

a quarterly journal Nagarlok, as does the Bombay Centers Quarterly Journal

of the Local Self-Government Institute. Both journals provide an accruing

body of experience with matters pertaining to municipal administration and
finance. The Delhi center is attempting a comprehensive coverage of local
finances but is experiencing considerable difficulty with return of
questionnaires, ete. Iy impression is, however, that the data will be
amenable to eccnomic analysis when available.
Economics departments have tfaditionally neglected the field

and continue to do so. The reasons are presumably the paucity of data
and the difficulties of conducting first hand surveys in this field of
murky and semi-legal rentland nroperty tramnsactions. However, to my
knowledge, there are & few intrepid explorers:

i) Department of Tconomics, Gujarat University, Dr. Mahesh Bhatt

i1} Sardar Patel Institute of Fconomics and Socizl Research, Abmedabad
Dr. Atul Sarma

iit) Center for Development Studies, Dr. I.S5. Gulati Trivandrum

iv) Center for Social Sciences, Calcutta, Dr. Nirmala Banerjee.
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In addition, the Fational Council of Applied Economic Research,
(NCAER) has recently hbeen commissiopad by the Planning Commiszsion to do
a comprehensive survey of local finances. This may well be more exhaustive
than the CiA efforis since personal visits to each local authority will
be possible in this study. The data collected will also be more detailed
and is likely to be available to other researchers once their own study Iis
completed.

3.3 A Raview of the Current Issues

The propa¥ty tax must be the most unevenly administered and the
most maligned as well as being the most durable of all taxes. It has
financed the major part of municipal expenditures since the first municipal
councils were established in Bombay, Calcutta and Madras in the early part
of the eighteenth contury. Yet, as mentionaed before, little is known about
itz overall impact, incidence and effects On resource allocation decisions.
Most of the literature that can be found on the subject deals with aspacts
of:

i)} the basis of assessment,
ii) 1inefficlencies in administration, and
iii) exenption provisions.

Thers have been 4 major cemntral govermment reports over the past
two decades which have investigated the local property tax in some detail:

a. 1951 The local Finance Enquiry Committee [3.0.I., 1951]

b. 1953-54 The Taxation Enquiry Commission. [G.0.I., 1954]

c. 1953 Committee on Augmentation of Financial Resources of

Urban Local Boedies.
-~ generally known as the Zakaria

Committee. [3.0.I1., 1953]
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"y

d. 1966 The Bural Urban Relationship Committee. [G.0.1., 1966]
(R.U.2.C.)

The curicus aspect of these repcorts is that, apart from a few
exceptions, they have roached the same conclusions and made similar recom-
mendations over a span of almost twenty years:; vet, none of their major
recommendations have been put into practice. We will here examine the

main problems addressed by them.

A, Capitel Value vs. Annval Value

Any study dealing with property taxation in India always discusses
the relative merits and demerits of assessment of properties based on
capital value or annual value.

The concept of annual rateable value as presctibed by the various
municipal acts in India corresponds closely with the view of the English
courts: 'The rént prescribed by tﬁe statute is a hypothetical rent, as
hypothetical as the tenaznt. It is the rent which an imaginary tenant might
be reasonably expected to pav to an imaginary landlord for the tenancy of
the dwelling in that locélity, on the hypothesis that both are reasonable
people, the landlord not being extortionate, the tenant not being under
pressure, the dwelling being vacant and to lat, not subject to any control,
the landlord agresing to do the repalrs and pay the insurance, the tenant
agreeing to pav the rates, the period not too short, not too long, simply
from vear to yecar.” [D. EHolland, 1270., p. 653]. The concept then is

essentially that of free market rent and is hypothetical since the housing

market is seldom free of distortions and control.
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Capital value iz generally considered to be what a willing
seller could be expected to veceive for his property from a willing
Ibuyer if it were offered for sale free of encumbrances and on.reasonable
terms. The concapt here 2gain is again the price of the property under
a regime of a freely competitive market. WNow since the capital value of
propertv is the present valuz of the discounted stream of
its expected income, theoretically, there is no conceptual difference
between the two bases of assessment.

The merits end demerits of the two systems are then to be found
in their administrative aspects and allocative effects. The proponents
of capital value taxation (e.g. B. Nanjundaiya, private communication)
usually give the following kinds of advantages:

i} Being based on current sale prices the rising market price of
land can alse be taxed.
ii) Vagant land would also be taxed and therefore would lead to
more efficient land use.
iii) Tt would be possible to form an elaborate valuation code.
iv) Since some of the central taxes are based on capital valuation
it would also lead to better collection of those taxes.
v) BEvasion would be more difficult.

It is not, however, clear if rhese advantages would actually be
realized werc the basis of the system changed. Firstly, rising market
price of land would be taxed only if properties are assessed very
frequently. One could obtain the same result from the annual~-value system
were there no rent—control acts and the valuation cycle was short. It is
probably true, though, that the rising land price could manifest itself in

rising rents only with a lag. While there is rent-control it is unreasonable
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to tax on rising land prices and shifting it to the tenant directly (as
has been suggestad) makes a mockery of rent control. Capital valuation
does make taxing of vacant land easier since it is difficult to calculate
hypothetical rents for unimproved land. It is not insuperable though, and
annual-value tazation can also tax vacant land. A valuation cede for
annual value can also be prepared as, indeed, has been done by Professor
Deva Raj [1973] at the Center for Municipal Administration in Delhi.l

Among the disadvantages of the C-V system are [A., Datta, 1971]

i) The necessity of reliable records of cost of land, an
ii) need for qualified professional valuer.

Furthermore, valuation is made more difficult by the absence of active
property markets. This is not a major problem in areas which are relatively
newly developed but in older areas transfer of property is fairly
infrequent. Data is, on the other hand, always available on current
rental values. It is also true in India that a large majofity of properties
are let rather than owner occupied; e.g. in Calcutta about 75% of properties
were rented while only 187 were owner-occupied, [Govermment of "est Bengal,
19671. The ccmparablé figures for Ahmendabad are 83 and 17% respectively.
[S.P. Gupta, 1271] The administrative burden is, therefore, lighter for the
a=v method where temancy is the rule as 1t is in India.

Bach of the govermment cbmmittees [G.0.I., 1951, 1954, 1963,
1966] went into this question and rejected a change from the a-v method
to the ¢-v method on grounds similar to those mentioned above. Likewise
at a seminar on property tax [I.T.P.A., 1972] sponsored by the Center for
Municipal Administration most participants did not favor a change to the

c~v system [e.g. K. Sreeram, 1572].

lThis wag in response to one of the recommendations made by the
Zakaria Committee [G.0.I., 1983].
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B, Rent Contrel

The problem of rent control has been alluded to a number of
times already. Each state has its own rent control act most of which
were enacted in the forties or early fifties. These acts froze rents at
the time of their enactment and provided detailed guidelines for the
computation of standard rente for buildings constructed thereafter. UNew
buildings are often exempt for a certain number of years.

Various court judgementsl over the years have ruled that the
local authority camnot assess the annual value of any property at a2 value
greater than the standard rent. This ruling applies even when the actual
rent transacted (by mutual agreement between the landlord and tenant) is
higher than the standard rent. The result of these acts is therefore to
geverely curtail the property tax base of all local authorities. 1Ian
addition the housing market is severely distorted, old buildings do not
get repaired and landlords have to adopt illegal rent transactions to
maintain a reasonable ‘'real’ rate of return on their property.

Almost every study dealing with property taxes touches on reant
control problams | e.g. J. Madhab, 1968; I.R.EKhurana, 1972; K. Sreeram,
1972]. Each of the govermment committess went into them in some detail.
The Zakaria Committee and the R.U.R.C. [2.0.I., 1%€3; 1966] both recommended
that municipal assessments should be freed from rent control and the in-
crease in tax should be extracted from the tenant. Khurana agrees with
this recommendation. Abhijit Datta [1971], in a study of property taxes
in Assam, suggested that the State CGovernment should compensate the local

authority for loss in taxes owing to rent control since they are caused

1A good summary is given in [R.G. Rele, 1972].
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by a State act. Others have also gome along with the basic idez that
municipal valuation should not suffer hecause of rent control acts. What
is surprising*is that few have recommended abolition or amendment of the
rent control acts themselves. The exceptions are J. ladhab and K. Sreeram
referred to above and the Tazation Enguiry Commission of 195354 [G.0.I.,
1954]. Thelr position is well stated:

*...the controlled rents must be assumed to be reasonable
rent; and we are unable to agree that municipalities should
in effect be permitted to ignore the very fact that a
particular limit has been set by sktatute to the rent which
the landlord may levy and make the assumption that he may
'reasonably® obtain a rent which exceeds that maximum. Mor
are we able to agree with the other suggestion viz., that
the landlord should be permitted to pass on to the tenant
the increase in the tax which would result from the previous
proposal, The real issue raised by the suggestion is in
regard to the level at which rent happens to be controlled,
and the proposal is in effect that, that level should be
raiged to the extent the tax may be railsed on the basis of

a "reasonable' assessment higher than the controlled rent..
This raises the larger question as to the levels at which
rents should be controlled from time to time. What is clear
is that the Municipality cannot throigh revision of assess-
ments, be allowed in effect to decide that question and in
individual cases alter the level prescribed by govermment.”
[G.0.I., 1954, Vol. 3, p.7].

This, in essence, has also been the view of the courts in
various judgments concerning the problem.

I am convinced that it is rent control acts which should be
abolished or amended to release propérty taxes from the binding constraints
of contrclled rents. It is not at all ciéér that rent controls actually
benefit low income tenants nor that they redistribute income. Abhijit
Datta [1973] claims that they do not. There are relevant questions
to do with issues of both horizomtal and vertical equity. Firstly,
i1t is not alweys the case that tenmants are poorer than landlords.

Secondly, if we are really interested in subsidising the poor, why pick
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on landlords as distincuished from other ownere of capital? 0ld settlers

are protectad at the cost of racent misrants, newly married couples

5
and mobile tenants. This often involves a resressive distribution rather
than 2 progressive one. As mentioned earlier, rent control also has the
effect of discriminating asainst old buildings and discouraging main-
tenance thereby leading to unnecessary depletion of housing stock. In
terms of cconomic efficiency it is inefficient because it is a tied
subsidy: the tenant misht wish to use the subsidy for other purpossas
were he given the choice, Datta suggesis other distribution methods if
we are really interested in helping the poor.

On the other hand, if a conscious political decision is made
that rent control is essential there is no reason why property taxes should
be freed from that decision., If the problem is of local body finances
then a matching decision should be made to finamce them through other
means ag suggested by Datta in his Assam study [1971].  As a compromise
though. rant controls could ba maintained but revised at frequent inter-
vals of, sayv, 3 to 5 y=ars.

-t

C. Central Valuation Authority

Most students of the property tax in mosf countries have lamented
the gross inefficiencies in assessments. This is true of the U.S. as
much as it is of India. Two kinds of reasons are usually seen for these
inefficiencies-

a). Local bodies being at the bottom of the govermmental
structure get the least qualifi=d and akle politicans
as well as officials [&. Bose, 1273]. They are thus

ill-trained or unable to make proper assessments.
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b). Again, local bodies being the lowest form of elected
gevernments they are nearést and most susceptible to
parochial pressures. This has the result of willful
corruption leading to improper assessments.

Thé latter problem is exacerbated by the multiplicity of
functions thrust on municipalities: the granting of all kinds of licenses,
building permits, etc. Each licensing power is a source of new corruption.

The standard solution proposed has been the setting up of a central
valuation authority‘a& the state or national level. All the government
comaittees have suggested this as well as other commentators —— all of vhom
have been referred to already. The one exception is K. Sreeram [1972]
who believes that local bodies should be strengthened rather than weakenad
and therefore should be given the responsibility for making assessments.

I agree with his sentiment for it is a general tendency in India to
centralize all kinde of activities in the interest of effieciency. In thisr
cagse, though, the advantages of a central valuation authority outweigh

its possible deleterious effects on the morale of local bodies.

J. Madhab [1968] estimated that underassessment wvaried from
anything like 2537 to 853% of annual vélue. If instituting a central
valuation authority (C.V.A.) reduces even half of this underassessment
it would be worth the reform. The mers establishment of a C.V.A. frees the
process of assessment from local pressures. Such an authority can also be
professionalized by appropriate training programs and therefore promote
efficiency in that form. 1If it is made a state or central cadre it will
have increased chances of attraciing more able officials than local bodies
are apt to. If a more decentralized solution is preferred, the C.V.A. could

instead be established as a training and watch~dog agency rather than as
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an executinz agency. It could then train valuers in 2 systematic fashion
and help in establishing valuation norms. The valuers themselves would
work for the local bodies. This arrangement could have the disadvantage
of susceptibility ¢, lecal prassures but it could be somewhat alleviated
by the C.V.A. performing spot checks at random intervals. (A similar
recommendation was made by Abhijit Datta for Assam {[1971]).

The added benefits that could acerue from a C.V.A. would be
in the collection of central taxes. Since wealth, gift, estate, capital
géins taxes are 411 dependent on urban property to a large axtent a C.V.A.
could be providing datﬁ at a central level. Income taxes on income from
property could bemefit as well. The establishment of such an agency
should have the effect of curbing evasion of all these tazes.

3. Dther Issues

4

i. Central and State Govt. Propertis

Government properties have been taxel at very low levels and

. local authorities have essentially been dependent on the largesse
of central and state governments in what they can get from them
as taxes or transfers in lieu of taxes. Each of the goveroment
committees has recommended an increase in these taxes in some
form or ancther. Both the Local Finance Enquire Committee
[G.0.I., 1951] as well as the Zakatia Committee [G.O.I., 1%63]
recommended the taxation of govermmental properties at normal
rateg: i.e., they should be taxed like anyone elsa. The R.U.R.C.
[G.0.T., 1966] recommended that all states follqw the system
adopted in Delhi. It pointed out that while the Govermment had

agtfead, in principle, in 1254 to pay service charge§“in-lieu of

property taxes it has not go done in most cases. The Delhd
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formula is that rateable annual value will be 9% of capital value
and the government would pav.

a. full house tax -+ 75% service charges for buildings
constructed before 1950
and b. 75% of both house tax and service charges for buildings
built after 1950,
Ho rationale is provided for this scheme nor is it easy to deduce
one.
To me there does not seem much doubt that the correct approach
to govermment properties should be the one guggested by the other two
comnittees. Since state govermments give local authorities grants—in-aid
anyway such a system could mersly serve to rationalize existing financial
transfers. There could be additional transfers involved from the central
government. If there is a fear that such funds woﬁld be wasted at the
local level they could be tied to the achievement of certain well specified
efficiency norms in administration. It could be a method of providing
incentives to local bodies to improve their administvation.

ii. Offices and Factories

Bach committee has recommendsd an increase in collection of
taxes from factoriss and offices. The current practice is to
tax them like anyone else. lMachines are not included in the
asgegsment of property. The Zakaria Committee favored inclusion
of plant and machinery in the valuation of property and the
other committees made similar recommendations. This is a
complicated problem since it involves the broader issue of

taxation of all capital. There needs to be more detailed
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studies of the effect of such a tax on investment, etc. before
a clear answer can be given. Since qurrent taxation is based
on annual valuation there are further problems involved con-—
cerning the rate of return on capital to be used for computing
annual vzlue of machinery.l If the object of the exercise is to
increase revenues of local bodies it may be well to delink such
capital taxzation from property taxation. It could indeed be
easier to levy a tax on a company's gross annual receipts vather
than on the value of its plant and machinery.

Owner Occupled Houses

While most of the municipal acts require owner eccupied houses
to be valued on an identical basis as those rented out, in fack,
this is not done. Owner-occupiers atre ungfficially, thoush by
fairly set couventicns, given remissions of different kinds

in all cities. S.P. Gupta [1971] hag shown conclusively in

a study of Gujarat cities that this practice discriminates

very unfairly between ténants and owner—occupiers, He estimated
that the ratio of tax liability of an owper oeccupant to that of
& tenant occupying similar property at market rent cculd be
anything from 1:3'5 to 1:5. The removal of such discrimination
could increase property tax collections by 100% in Ahmedabad
according to his estimates. Fven if these are over-estimates
the point remains valid and is well-taken. Such discrimination
alsc causes distortions ia the incentives to invest in héusing.
While the Local Finance Enquiry Committee of 1951 had favored

owner—occupiers the 1953-54 Taxation Commission had reversed
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that recommendation and opted for equal treatment.

Jacant Land

Vacant land is, in gemeral not taxed. Each of the committees
has favored it tzxation inthe normal way, This change would
reduce land speculation and promote better land use. There

is really no dissent from this recommendation. Similar argue-
ments apply to remission of taxes for vacancies occurring in
rented houses.

Underassessment

This issue is dealt with partly in the discussion related to the
establishment of a central valuation authority. The Wanchoo
Committee [G.0.I., 1971] suggested that the government should
acquire undervalued properties at the valde given by the owners.
This would prove to be an effective inducement for people to
self-assess their properties accurately, This suggestion has
been endorsed almost unanimously [A. Datta, 1268; I.3. Gulati,
et. al., 1973 J. Madhab, 1963}. Gulati has gone further to
say that the right to buy undervalued property should be given
to everyone and Datta would like to give more incentives for
people not to evade taxes, The Wanchoo Committee suggestion has
been legisiated in 1972 and we are vet to see its results.

{The legislation relates to undervaluation for purposes of

Central Taxes, not local taxes.]
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4, Calecutta

4,1 Introduction

Te deal with any problem concerning Calcutta in the space of
a few pages is a hazardous task: the more so vwhen one is not intimatel§
familiar with the city. While it has long been the primate city for the
Bengalis and also the commercial capital of India until recently, it is
only in the past decade that it has drawn world wide atrtention. When one
thinks of urban chaos it is Calcutta that comes to mind., It has withstood
vast inereases in population since India’s independence in 1947 but has
not had matching investment in the provision of utilities and services.
"HMetropolitan Calcutta in effect, has growm in spite of itself —- haphazardly,
unsystematically, without a suitable structure or co~ordination of the
forees of growth and with a diminishing share for each of its residents
in such amenities as the community affords” [C.M.P.0., 1966, p. 3].

fle are mainly concerned here with problems to do with loecal
property taxation and, to some eztent, of urban land use. The Calcutta
Metropolitan District consists of 3 Corporations (Calcutta, Howrah and
Chandernagar), 31 Municipalities, 63 non-iunicipal Urban Units and 116
semi-Urban Anchal Panchayats. Here we will be dealing with Calcutta Corpora-
ticn only, although this extreme administrative fragmentation is itself a
problem worth attention.

4.2 The Housing Situation

Before going into the main issues of property taxation it is
worthwhile obtaining an appreciation of the nature of housing in Calcutta.
The population density of the central city is about 33,000 people per

sq. km. This compares with about 15,000 for central Tokyo, 26,000 for
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ifanhattan and about 14,000 for Shanghai. It must also be noted that
Calcutta does not have the 'benefit’ of skyscrapers to support this
density. The housing that exists is extremely crowded as the following
profile of‘the housing situation in Calcutta indicates:

TABLE 3

A Profile of the Housing Situation in Calcutta Corporation - 1963

Monthly Rent&Taxes Paercentage of Families with Average Floor
Tncome as % of Exclusive use of Space per capita
Leyal of Tocome Srinking
Family kitchen bathroom water supply

s, 7 b3 A A mz
Up to Ps. 19D 16.3 15.7 1.9 3 : 2.5
101-2% 13.8 30.7 5.7 13.0 2.4
201 -354 14.5 45.9 253.6 31.9 3.1
351700 13.3 66,7 51.2 42,2 3.7
701-1299 12.8 28.3 72.2 83.0 4.2
1209 + 1n.4 29.0 93.5 %4.1 6.2

Source-: Survey of Housing Conditions in Calcutta Corporation in 19853

[Govt. of West Bengal, 1967].
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Acceording to estimates of the Calcutta lletropolitan Planning Organization
[C.M.P.0O., 1966], average numbar of persons per room was 2.28 in 1960 and
there were 1.6 rocms per housing unit. Almost a quarter of the total
population (3,148,746 in 1971) is said to live in slums and anything from
30 to 80 thousands are pavement dwellers. n 1970 as many as 07% of the
households lived in just one room and the average rate of people per room
had gome up to 3.4 (frowm about 3.0 in 1950). As far as the income distri-
bution is concerned, the lowest 40% in the Calcutta Metropolitan District
{(C.M.D.) earn less than Re. 110 per month and the lowest 357 less than
Rs. 484. The lowest 60% of families share 207 of total income. [S. Ghosh,
19731, The regressive structure of rents {and taxzes connected with housing)
is also showmn in the second column of the Table 3 above. The systematic
decline of the preoporiion of rent and taxes to income is remarkable.

4.3 The Property Tax

The purpose of all this is to emphasize the most well known
fact about Calcutta: its poverty., The distribution of income being such
and, thereby, the distribution of housing, the base of the property tax
is very restricted. The number of houses subject to the property tax is
fairly small., Oaly 120,000 holdings are subject to taxatien of which only
about 2,000 provide as much as half the revenue.l The property tax in
Calcutta is a consolidated rate i.e. there is just one rate covering house

tax and service taxes. The current schedule is as follows:

Amnual Rateable Value Tax Zate
Less than Bs., 1000 15 1f2%
Rs. 1000-3060 18 1/2%
Ra. 3000-12000 22 1/2%
Rs. 12000-185000 27 1/2%
Bs. 130000 + 33 1/2%

1
“Private communication M.G. Kutty - formerly Director, C.1LP.O.
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Until 1972, properties worth more than Zs. 12,000 were subject

to a rate of 23 1/27 only. Bustees (slums) have a special rate:

Annual Rateable Valne Tax Pate
Less Rs. 1000 15 1/2%
Rs. 1000 + 18 1/2%

4.31 Assessment

According to the Calcutta Municipal Act [Govt. of West Bengal,
1971} the tax is based on the annual rateable value (r.v.) of the property.
The basis of assessment is that of hypothetical rent described earlier, r.v.
is arrived at after deducting 10% for repairs. Ihere aanual value is
difficult to find it is taken as 5% of the cost of erecting the building
at time of assessment, less depreciation plus nresent value of land. For
cinemas it is taken as 5% of gross receipts. Tor commercial astablishments
the wvalue of plant and machinery is not included.

The valuation of properties is reassessed in cycles of 6 years.
However, bustee dwellers can ask for revaluation every vear. Wew additions
and demolition are also causes for revaluation.

Balf the tax has to be paid by the owner of the property and half
by the tenant. In the case of bustees the ovmer may extract from each hut
half the rate payable for land and the full rate payable for the hut: the
land and huts are valued separately in bustees,

4.32 Exemptions

The following are the major exemptions allowed by the act:

a. Properties used for worship, burial and burning srounds.

b. Properties belonging to charitable institutioms. These are

mainly those for the reliaf of poor, education and mediéine.

The Corporation can designate any institution it chooses



31.
{on application)as a charitable institution.

¢. Owven

nd public spaces

&)

d. Propertiess whose annual value is loss than Zs. 53,

e. Unoccupied lands or buildings are given 30% tax relief if
the annuzl value ig greater than Rs. 10,002 and if they are
vacant for more than 697 davs.

4.33 Collection

Table 4 gives the total tax receipts for Calcutta Corporation.
The main point to note 1s the slight decline in receipts in real terms
over a period of 14 years. As a basis for comparison thz revenues of
the central government and the combined revenues of zll the states are
given in Table A.5 in the Appendix. 1In real terwms each of them has more
than doubled in the decade 1983~%1 to 1977-71 while in currsnt prices they
have almost gquadrupled. For purposes of consistency the price deflator
usad is the urban non-manual workers consumer price index averaged for
2ll of India. The use of any other price deflator does not alter any
inferences drawn here. Clearly the central and state tax effort has been
far more dynamic than the Caleutta Corporation local taxes. With a real
decline in dncome it is then not surnrising that the Corporation is not
able to keep up the minimal services it was providing in the late fifties.
Furthermore, with inadequate investment in utilities, ete. it is inevitable
that the quality of services has heen declinine.

Table 5 gives the property taxes demanded and collected by Calcutta

Corporation from 1953-52 to 1971-72--in current prices. Table 6 gives the

same data in constant 1960-61 prices. It 1is, perhaps, ‘unfair’' to deflate

property taxes by a price index since the rent control act has frozen
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Calcutts Corporation
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Total Tax Teceipts 1958 to 1972

Year Total Tax Current

Beceipts Index

{currant

prices)
1258-59 46 .G85 314
1952-60 453539. 95
1960-A1 47,756 1an
196162 53,045 111
1%62-63 33,399 112
19683-564 58,288 118
1964-£5 £0,214 126
19565-66 63,123 132
196467 61,453 122
1967-68 76,039 159
1968-69 74,486 156
186970 756,910 161
1970~71 75,477 158
1971-72 73,892 155
Source: Calcutta Corporation
Mote-

for Calcutta.

Total Tax

Receipts
(1960-61
Prices)
47,519
45,463
47,756
53,520
50,292
570,622
51,902
51,324
45,543
51,069
47,747
43,069
44 GEL
45,602

{Const)
Index

199
119
106
106
109
103

107
160
121

o4

See Appendix Table A.6 for series.

. {in thousands
of ®%s.)

Price deflator used is the C.P.I. for urban non-manual workers
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rents at 1940 levels. A decline in real collections then means that
the tax from nev comstruction has not been enough to offset the loss
from frozen rents. Part of the decline is also caused by a2 f£fall in the
ratio of tax collected to tax demended. Indeed, if the 70% collection
rate of the late fifties had been kept up the real tax collection in 1970~
71 would have had an index of about 120 rather than 90. Since the
population of Calecutta Corporation has been stagnant -- 2.93 milldion in
1261 to 3.15 million in 1971 -- a growth of 20% in real property taxes
would have been a fair ome given the cperation of rent controls. The
fall in collection rate is, of course, a reflection of the fall in adminis-
trative standards of the Corporation. That in itself may be due to the
inelasticity in its tax revenues and concurrently burgeoning set of
responsibilities. It is only in the last couple of years that the State
Government has provided markedly increased grants—in-aid and allowed the
Corporation to levy a new octroi tax. That the collection rate was as
high as 907 only twenty years ago now seems unbelievable. Clearly the
Corporation can increase its property tax receipts by 60-80% if it cnly
tightens up 1ts administration.

The following gives the trend in rising valuation of properties

in Calcutta. This is the total assessment of properties donz by the

Corporation.
1959-60 Rs. 213.5 million
1964~65 .~ Rs. 260.3 million
1970-71 Rs. 330.3 million

(Source: Calcutta Corporation)



TABLE 5

Calcutta: Property Taxes Demanded and Collected 1958 to 1872

(current prices)

Year et Index Hat Index A
Demand (1960~ Collection {(1960-61 Collected
(Rs. thou.) 61=100) (Rs. thou.) = 100)
1058-59 58,442 87 42,589 95 72.9
1959-60 60,951 o1 42,038 94 69.0
1960-61 65,833 100 44,676 100 66.9
1961-62 71,196 107 49,557 111 © 69.6
1962-63 74,945 112 50,015 112 66,7
1963~64 76,390 114 51,206 115 67.0
1964-65 74,999 120 54,645 122 €8.3
1265-645 31,068 121 55,107 123 68.0
1966-67 88,728 133 54,356 121 61.3
1967-68 103,438 155 68,700 154 66.4
1968-69 100,416 150 67,632 151 67.4
1969-70 113,272 1569 70,271 157 62.0
1970-71 128,716 193 68,345 153 53.1

1971-72 139,924 209 70,909 159 50.7

Source: Calcutta Corporation
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TABLE &

Calcutta: Property Taxes Demanded and Collected 1258 to 1972

{(in Thousands of Rs.) © (1960-61 constant prices)
Year Het Indax Net Index
Demand (1260-61 Collection . (1960-61
=100} =100)
195359 60,249 o0 43,906 o4
1959-6G 62,195 23 42,896 55
1960-61 66,333 100 44,676 100
1961-62 75,495 106 49,065 110
196263 70,560 106 47,135 106
1963-64 68,820 103 46,152 103
1964--65 68,963 103 47,108 105
1965~-66 65,909 28 44,302 100
1966-87 65,724 99 40,264 90
1926768 69,423 104 46,107 103
1963-69 64,368 06 43,3536 97
196970 70,794 - 196 43,219 23
1970-71 76,162' 114 40,441 30
1271-72 80,881 121 40,988 92

Note: The price deflator used is the Consumer Price Index for Urban
Non-Manual Workers for Calcutta. See Appendix Table A-6 for

Serdieg.
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Tt was mentionaed earlier that.about 50% of the tax comes
from the 2000 most expensive properties. In 1979-71 the distribution
of properties in different tax brackets was as follows:

TABLE 7

Digstribution of Pronerties According to Value

Anmual Rateable Value Total Valuation Tax Demanded

(Rs.) (million ZBs.) (million Rs.)
Legs than Rs. 1003 34.4 5.3
13003000 74.90 13.7
300012090 69.9 15.7
12000-15000 59.3 16.3
15000 + 91.0 | 30.5

Source: Calcutta Corporation.
The low magnitude of the tax from the cheap properties makes it almost
not worth collecting. The Corporation could save itself a great amount of
trouble and administyative costs if it raises the exemption limit to Rs.
1600, It could, in all probability, increase its collections dramatically
by concentrating such resources released into tightening collections at
higher levels. The one disadvantage of doing this would be the increase
in incentive for people at the borderline to understate their property
values.

The correct way of assessing the Corporation's property tax
trends would have bzen to deflate them with a price index of land and
building values. This, however, is not available and nor is there any
data on land values. While the C.'1.P.0. did do a couple of land value
studies in the mid-sixtiss thev were not very systematic nor accurate—-—

according to their own impressions. It seems surprising that an organization
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which is basically concerned with urban planging does not have data on
land values, That is perhaps why there is really no land-use plans for
Calcutta in the BRasie Bevelopment Plan [C.M.P.O., 1966]. TFrom the sketchy
data that is available from the Calecutta Improvement Trustl (based on their
own land transactions) and from K. A. Ramasubramaniam [1966]) it appears
that land prices in central Caléutta have only doubled while they have
increased as much as 14 times in peripheral areas. The data also indicates
a depression in prices in the late sixties and early seventies when there
was great political uncertainty in Vest Bengalq Despite rent controls
and other kinds of distortions the land market does seen to work. Ve
cannot, however, go much farther on such sketcﬁy evidenca,

4.34 Calcurta Improvement Trust Betterment Tax

The C.I.T. levies a betterment Tax on properties that it
deems to have benefitted from its development activities. For example, if
a road iz improved in a neighborhood the values of properties on it are
increased and these increases are regarded as unearned. The tax is 50%
of the increase in annual value. T regard this tax as an UNNecessary onea:
i. If there was revaluation of properties at intervals shorter
than 6 years, the property tax would gather part of this

increment in any case.

|
-

It is not only the properties on the site of befterment that
benefit from the improvement. ¥or example, all road users

benefit from road widening as do the properties whose access
is made easier, The tax as levied is therefore inequitable

and incomplete.

er. Tapesh Roy - Senior Valuation Officer, Calcutta Improvement
Trust. Private Communication.
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Since the highest property tax rate is 33 1/2% it is true that
there will be some loss in revenue., But the increase in efficiency of
collection might offset the loss.

The army of assessors and collectors employed for this purpose

would be more useful were they deputed to the Corporation instead.

4.4 A Review of Suggested Reforms

The C.!1.P.0. Fiscal division has made a number of studies of
Calcutta's municipal finances under the direction of Dr. MNirmala Banerjee.
In addition, there was a series of studies sponsored by the Instirute of
Public Administration, New York under the Calcutta Project which were made
in the early sixties. A fairly comprehensive bibliography is available
in [C.M.P.O., 1969]. The publications reviewed herg will be found in
the bibliography mostly under T. K. Banerjee, Nirmala Banerjee, the
C.M.P.O. and Abhijit Datta. We give below a brief discussion of the main
issues involved.
4.41 Assessments

It is widely agreed that the current cycle of valuation of 6
years is far too long [e.g. J. Madhab, et. al., 1967; 1.G. Kutty, private
communication]. A shorter cycle would help in capturing increments in
property values and periods of 3 te 5 years are suggested as the alternatives.
This is clearly an unexceptionable reform provided the administrative
resources can be found. The current assessment method is one whicﬁ induces
widespread corruption and inefficiency., The corporation calls for tenders
by contractors énd the lowest bids are awarded the assessment contracts.
A large number of people apply at incredibly low rates -- rates at which
they couldn’t possibly make a profit [T. XK. Banerjee, 1972]. The implication
is that they hope tﬁ make money from the assessees which is far in exceas

of their actual fees. Once they do win a contract at uneconomical rates
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they have to meke up their 'losses' and more. As a result, according to

another C.iH.P.0. study [guoted in J. Madhab, et. al., 1967] a large
percentage of holdings surveyed were asssssed for less than half the actual
rents. Corruption apart, there is also the problem of assessment being

dene by untrained personnel in a haphazard manner. Sinece various contractors
are iavolved there is considerable horizomtal inequity as well. The
suggestion to counter all these 111s is the establishment of some form of
state or central valuation authority. Such an agency would have trained
valuers free from local influences and therefore assumed to be more efficient
and consistent. This clearly has to be part of a country or state-wide
reform. Meanwhile the institution of a valuation ombudsman type official
could improve assessmenfs.

4,42 Strucrure of Rates

Calcutta is one of the few cities which levies a consolidated
rate on property rather than having different rates for different services
along with a general house tax, There does not appear to be much difference
between the two systems since the service rates are also based on‘annual
value of the property. Indeed, a comsolidated rate has the advantage of
clarity which makes it somewhat easier to administer. Tor some years the
C.4.P.0. has been recommending a change to a structure of service and
general rates [e.g. J. HMadhab, et. al., 1967]. The rationale for this
suggestion 1s that users of municipal services should pay according to
benefits enjoyed. The structure recommended is as follows:

{in % of AV)

AV, (Rs.) General Water Conservancy Lighting Total Current
Up to 1000 2 16 6 2 20 15 1/2
1000-3000 4 10 6 2 22 18 1/2
3301~12500 7 14 & 2 25 22 1/2
12601-155900 12 10 6 2 30 27 1/2
15001 + 15 10 & 2 33 33
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It is to be noted that the net zffect of this suggestion is not very
different from the current schedule except for raising rates at the lower
levels. Furthermore, the estimated return from taxes according to such
a reform i3 not significantly different from the current structurs. The
C.M.P.0, suggestions include abolition of progression in rates and the
structure suggested above is a compromise in view of the political
difficulties involved. It is difficult to understand their opposition
to progression because:

i, It was showm in Table 3 that the poor already pay a higher
propcertion of income for housing. Progression in property tax
rates is then eminently equitable.

ii. Table 7 showed that cheaner properties do not yield much tax
anyway and an increase in rates would not significantly alter
the yield.

It is therefore clesarly dysfunctional to institute a reform which has
political and social disadvantages and yet does not yield major economic
gains. It is also wrong to assert that local government cannot be concerned
with issues of income distribution because it has enough problems of its
ovn [C.M.P.0., 1970}. Every level of government has responsibility for
equity: the national govermment also has enough problems to worry about

so 1f this assertion is true for one level of goverument it is true for
others as well,

4.43 Commercial and industrial property is taxed too low. In many cases

the 5% of C.V. rule is applied for calculation of annual value. This should

be raised to be nearer the current average rates of return on commercial
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building construction. As mentioned before the issus of including
machinery in valuation is a wider one and needs much more study.

Vacant Land is also tazed too low -- owner pays only 25% of tax. The usual
reasons concerning poor land use and speculation apply here and vacant

land should be taxed at full rates [J. Madhab, et. al., 1967]. Owmer
Occupiers are not given preferential treatment according to the municipal
act but are allowed 20% reduction on annual value by convention [C.M.P.O.,
1970]. This causes inefficient use of prime land and old owner occupiers
continue living in old houses. lEvery study has suggested that they should
be taxed in the same way as rental property.

4,44 Rent Controls

Corporation officials and others decry rent controls as
particularly troublesome for property taxes.l It induces underhand dealings
between tenants and landlords and with the supply of housing being what
it 1s tenants do not gain. Since Ehe Corporation can assess at staadard
rents only even if rent transacted is higher it seems that it is only the
Corporation that suffers. The C.M.P.0. has often put forward the suggestion
that rent controlled properties should be subject to a tax surcharge which
the landlord should be allowed to pass on to the tenant. This has been
discussed earlier and the same arguments apply against this suggestion in

Calcutta as well.

1 , , .
B.C. Ganguli -~ currently Special Administrator of Calcutta

Corporation expressed particular concern.
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Among the other major probiems faced by the Corporation is that

of multiple leasing, Accovding to various court judgments the rent paid

by the first lessee is the relevant one for tax purposes. In fact, the
occupier pays much more than the various intermediate lessees. The
obvious correct procedure would be to follow the funicipal Act and assess
these properties at their market annual values and levy tax accordingly
on the owner. He could then pass as much tax on as the market would bear.
Rent Control laws probably iaterfere in such an operation and assessing
'market’ value may itself be a problem. This requires further study --
both for legal reasons and economic.

4,45 Collection Rates

As shown in Table 5 collection rates have declined dramatically
over the past decade. One of the reasons is that acccerding to the Act
people appealing zszsessments can withold payment until a settlement is
made. Appeals are made to ordinary courts which have become clogged
with such cases and thérefore the whole procedure is now very slow.
Meanvhile the Corporation suffers wounting arrears of taxes. Two
suggestions are normally made to coﬁnter this [C.M.P.0., 1970; B.C. Gangulil]

i. There should be special assessment tribunals assisted by expert
assessors at regular intervals. .This vould unclog the courts,
spaed up the appeal procesé and, perhaps, provide more informed
judgments.

As 1n other Muniecipal Acts the owners should have to pay the tax

[
j=is

on demand and then obtain refunds if allowed on appeal.
These seem to be eminently reasonable and unexceptionable

suggestions and should be adopted.
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5 Bombay

5.1 Introduction:

1f Calcutta is regarded as the 'ideal type' of chaos city in
India, Bombay is often seen as the model of efficiency as far as adminis-
tration is concerned. It is certainly true that its Municipal
administrative structure is well integrated and not fragmented as is that of
Calcutta. Dombay Corporation is responsible for the city as well as the

suburbs. It is much more highly built up than Calcutta and therefore

f-ia

denser in population. Its public transport system is undoubtedly the best
in the country. The city generaliy gives an air of cleanliness and
prosperity at first sight. However, this is merely on the surface and the
housing situation in Bombay may well be more of a problem than elsewhere.
Municipal and other strikes were relatively few until recently but events
in the past six to twelve months indicate that Bembay may be on its way to
beipg India's secoad Calcutta and a similar CHMDA type rescue operation
may be necessary here as well,

Unlike Calcutta, Bombay's rich have traditionally demonstrated
more civic responsibility in provision of various public facilities like
parks, hospitals, etc. There has similarly been sreater participation by
preminent people in the running of the Corporation which has generally been
wall led. Bombay is fortunate to have a Corporation that is relatively
affluent.

With the absence of a C.IL.P.0. type organization not as much
information on Bombay is available. Recently though, CIDCO (City and
Industrial Development Corporation of Maharashtra) has been formed to plan

New Bombay and more information has appeared on Bombay itself.
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5.2 The Housing Situation

The population density of the central city is about 45,000 per

sq. km. as compared with 33,000 for Calecutta. Housing is therefore

extremely crowded and rents relatively higher than all other cities in

India,

If the volume of black transactions is any index, shortage of

housing is much more acute in Bombay than elsewvhere. What follows iz a

sumnary of the present situvation of housing in Bombay as described

in a CIDCO study [P. Ramachandran, 1972].

ii)

iii)
iv)

v)

here are 5 basic types of dwellings in Rombay:
huts - 187
chawls - which are a group of dwellings in one building with common
lavatory and bath facilities - 6132
flats or apartments - 207
bulgalows i.z. self contained houses - 1%

miscellaneous - consisting of garage-dwellings, out-houses, etc. - 1/2%

The percentages are the proportions of each type to the total. In

general, as we go from categories (i) to (iv) the richer are the occupiers.

Ramachandran categorisas all households into ¢ socio-economic status groups

{8ES) according to income and education and provides more detailed data

with respect to each. Here, however, we are interested in rather more

gross characteristiecs.

The majority of dwellings are one room tenements: as many as

747 of dwellings consist of ome roem only. 177 are 2-roomed, 5% 3~roomed

and 37 with 4 or more rooms. The average floor area available per person

is 39 sq. ft. which ranges from 187 sq. ft. per person for 1 person

households to about 20 sq. ft. per person for 10+ person households.
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The “funicipal Act [fovt. of “aharashtra, 19491, incidentally, lays dewm
a minimm of 25 sqg. ft. ner person. These figures are not very different
from those for Calcutta. Table 2 zives a nrofile of facilities available
with each type of dwelling. The table is self-explanatory but tha
following may be emphasized:
i) A majority of the people have to share basic facilitiss like

kitchen, bathroom and lavatory with others.

ii) As many as 40%Z of people have no bhath facilities.
iid) 32% still live without electricity in India's most modern city.
Table 8

A Profile of Fousine and Facilities Available in Bombavy

Pacility Type of Dwalling

Huts Chawls Flats Bungalows All
Kitchen Z % Z A z
Separate 13 31 23 23 40
flona 2 & 1 7 3
Bath
Separate 3 21 o2 34 32
Yone 85 40 4 ] 49
Lavatory
Separate 1 2 33 34 24
‘Hone 47 12 1 - 16
Tater
Separate 4 34 23 109 &1
Hone 21 6 - - 7
FElectricity
Separate 19 63 o9 63 61
None 86 29 - 7 32

Source: [P. Ramachandran, 19272] Table 3.5, n. 44
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Owners form about 15% of households, ’'paving tenants' 77% and
'free tenants' about 7%Z. 54% of hut dwellers are tenants, 87% of chawl
dwellers, 72% of flat dwellers and 217 of bungalow dwellers. We note that
the poorest households ~ those in huts -~ are divided intc owners and tenants
about equally. This is because huts are easy and cheap to construct and the
dwellers are procbably too pooxr to pay any economic rent. It is interesting
to note, though, that in Ramachandran's SES categorisation, SES levels 3
through 8 all have 70-83% tenants. Only the topmost category SES 9 and the
lowest 2 have higher proportions of owners among them.

The Ramachandran study reveals that the average tenant paid only

6.9% of his income for housing. The proportions according to dwelling type are:

Ruts - 5.6%
Chawls - 6.0%
Flats - 10.97%

Bungalows 6.4%

The incidence of housing expense is then not regressively distri-
buted in Bomhay. The low percentages are probably caused by the wide use of
underhand payments like deposits, pugree, ete, in supplement to rent. About
57% do not pay any kind of supplement while about 30Z pay deposit and 207
pugree. A pugree is a lump sum payment made to both the previous tenant
and the landlord at the time of QCCUpPAncYy.

Since the nature of this data is different from tﬁat presented for
Calecutta it is difficult to make comparisons. However, chawls are a unique
feature of Bombay and the large percentage (61} of households living in them
indicates that the housing market is perhaps more organized in Bombay than
in Calcutta. Weusing is probably as crowded as are the facilities but, on

average, of higher quality.
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3.3 The Property Tax

In Bombay also the base of the property tax is fairly restricted.
Only about 856 thousand properties in Bombay City are subject to property
tax. The population of Greater Bombay was about 5.9 million in 1971, up
from 4.2 wiliion in 1941. Table 9 provides a breakdown of ths properties
assessed by their annual rateable value. As many as 30 thousand properties
are assessed under an annual value of Rs. 200 and these thersfore comprise
abeut 33% of all properties and yield less than 5% of the property tax
revenue. Bombay has a tax structure consisting of a general tax, water
tax, halalkhor (conservancy) tax, and education cess and a state education
cezs —~= all based on annual rateable value. Table 10 gives a summarf of
how the rates have changed over the years. We note that within 10 years
the rates have increased from 27-3/4% to 35-1/4% at the lower levels
and 31-1/4% to 41-1/2% at the highest levels.

Table 9

BOMBAY: Classification of Properties According to Rateable Values 1971-72

No of Properties

Rateable Value Extended
(Rs.) City Suburbs Suburbs

Less than 200 30,229 20,591 13,525
201 - 400 7,789 15,947 7,744

401 - 1,000 12,900 18,183 9,218
1,601 - 2,000 8,506 10,247 5,546
2,001 - 5,000 10,718 4,600 3,936
5,001 - 10,000 7,408 ‘ 4,755 1,229
16,001 - 30,000 6,653 4,468 963
30,001 - 50,000 1,334 1,096 305
50,001 -200,000 1,272 352 170
200,001 -300,000 129 14 3
300,001 + 175 16 2

Source; Municipal Corporation of Greater Bombav: Assess  at

and Collection Department
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1936~45
1945-46
1946-47
1947-52
1652-58
1553-59

“ig e

155962

1562-63

1963-67

1967-71

1971-73

1973
to date

Table 1.0
Bombay - Rates of Property Tax from 1936 to 1974

General
Tax

11-1/2
12-1/2
14-1/2
14-3/4
17-3/4

17-3/4

19-3/4

19-3/4

24=-3/4

24-3/4

24314

24-3/4

(A1l figures in ¥ of rateable value)

Water Halalkhor

Tax (Conservancy) Cess

3-3/4
3-3/4
3-3/4
3-3/4
3~3/4

3-3/4

4-1/2

4-172

4-1/2

4-1/2

h-1/2

7

Tax

3-1/2

3-1/2

3-1/2

3-1/2

3-1/2

3-1/2

3-1/2

b. 2
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Education Stats Educa- Total
tion Cess
- 18-1/4
- 19-1/4
- 21-1/4
- 21-1/2
- 24-1/2
- 25 - 26~1/2
- 27-3/4 - 29-1/4
a. C 27-3/4 - 31-1/4
b. 2
c. 2
a. 0 32-3/4 ~ 37-1/4
b. 2
c. 2
a. 0 32-3/4 ~ 37-3/4
b, 2
c. 2=1/2
a. 0 32-3/4 - 39
b. 3
c. 3-3/4
a. 0 a5-1/74 - 41-1/2
b. 3
c. 3-3/4

c, 2-1/2

Note: Categories of Rateable Value

a.
b.
C.

Rs.
Rs.
Bs.

1 to Rs.
75 to Rs.

74.
299.

350 and above.

Source: Municipal Corporation of Greater Bombay:
Collection Department.

Assessment and
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Only properties with r.v. less than Rs. 5 a year are exempt from tax.
5.31 Assessment:

The basis of assessment is that of hypcthetical renr des-
cribed earlier. R.v. is arvived at after deducting 10% for repairs.
The Municipal Act [Govt. of Maharashtra, 1969] prescribes various
formuiae for different types of properties and convention has added
yet more ways of assessment, These are all described in great detail
by the present Assessor and Collector in a manual which is used as
a text by all new members of staff in his department [R.G. Rele, 1972].
The main points are given below:

i) Where normal r.v. is difficult to arrive at it is taken to be
6% of p.v. of land and 9-1/4% of p.v. of the building. These
percentages have recently been raised from 5% and 6% respecti-
vely in response to rising interest rates.

ii) State Govt. properties are valued at 4% of p.v. of land, 6%
of p.v. of buildings. Central Govt. properties are valued at
9% of combined p.v. of land and buildings according to the
formula recommended by the Central Govt. itself.

1ii) Properties like cinemas are assessed at 7-1/2%Z of their gross
anmual receipts.

iv) For industrial establishments the value of plant and machinery
is not included. It is, however, included if it enhances the
letting value of the structure.

Properties can be re-assessed every year under the prescribed
rules of notification to owners. In practice thiz is done every 4 years

when it has to be dope according to the Municipal Act.
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In Bombay the lessor is primarily 1liable for paying the tax.
Where service charges are included in the renmt they are deducted in |
computation of the r.v. In cases of multiple sub-leasing the superior
lessor is liable but the Act provides for shifting of the tax downward
where r.v. exceaeds reat raceived by him.

5.32 Exemptions:

Properties exempt from the tax are much the same type as in
Calcutta. Unoccupied lands are, however, taxed on a basis of r.v. equal
te about 537 of c.v.

3.33 Collection:

Table 11 gives the property taxes demanded and collected by
the Municipal Corporation of Greater Bombay for Bombay City from 1255-
56 to 1971-72 in current prices and Table 12 gives the same data at
constant prices. While thé Corporation has kept up its efficiency of
collection, i.e., about 75 to 8G% of tax demanded, it still has not
made a significant increase in real terms - only 6% - over the decade
1960-61 to 1971-72. This is rather surprising since
1) There has been a great amount of comtruction on Bombay City
ii) The Corporation conducts relatively frequent Qaluations. At
similar collection levels even the Calcutta Corporation would have
made a higher increase in real taxes. This stagnation in real taxes
needs to be explained and can only be done adequately by a detailed
investigation into the volume of new coastruction during the decade
and of the actual number of properties affected by rent controls.
Furthermore, such a modest increase is all the more puzzling since

rates themselves have increased by about 17-18%. It is clear,



Year

1955~56
56-57
57-58
58-59
69~60
60-61
61~62
62-63
63-64
64=65
65-866
66-67
67-63
£8~69
69-70
70-71

71-72

Tahle 11

Bombéy: Property Taxes Demanded and Collected 1955 to 1972

Net Demand Index
(Rs. Thou) 1060-01>

= 100

88,787 60
99,806 £2
95,276 65
106,933 73
125,285 85
147,221 100
147,725 100
152,833 104
182,405 124
190,995 130
206-198 140
H.A. N.A.
227,707 155
246,273 167
2564717 174

(current prices)

Net

Colléction
{Rs. thocu)

69,765
70,902
74,442
79,211
89,734
111,029
113,015
116,926
139,960
142,237
156,190
152,6%
162,240
176,123
181,583
198,178

202,759

Index
’196 1
= 100G /

64
67
71
81 .
100
102
105
126
128
141
138
146
159
164
178

133

Source: Municipal Corporation of Greater Bombavy:

Nota:

Assessment and Collection Department.

Corporation.

p A
Collected

78.5
78
78.1
74
71.6
75.4
76.5

76.5

. 76.7

74.5

75.7

N.A.

79.%

80.5

72.0

The figures for 1966-1969 are, in fact, available from the

Their absence here is because of an error on my part.
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Table 12

Bombay: Fropertv Taxes Demanded and Collected

1955 ro 1972 (1960-61 constant prices)

Year Net Index Net Index
Demand 1960~61 Collection 1960-61
(Rs. thou.) = 100 (Rs. thou.) = 100

195556 103,241 70 81,122 73
56-57 97,640 66 76,239 69
57-58 100,284 63 78,360 71
58-59 119,240 75 81,661 74
59-60 127,846 87 91,565 82
60-61 147,221 100 111,023 100
61-62 146,262 99 111,896 101
62-63 144,132 93 110,308 99
63-64 164,329 112 126,090 114
64-65 164,647 112 122,618 110
65-56 167,641 1is 126,984 114
6667 113,107 102
67-68 H.A, N.A. 108,886 98
£8-69 112,899 1062
69-70 142,317 97 113,739 102
70-71 145,724 99 117,268 106
71~72 143,391 101 117,202 106

Note: The price deflator used is the c.p.i. for Urban Non
Manual Workers for Bombay. See Appendix Table A.6
for series.
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however, that locking at property tax receipts in real terms zives

a somewhat distorted picture. Consistently high price rises have-

occurred since 1964-65 and it is since then that property tax receilpts

have been stagnant in real terms. All these different factors can
only be disentangled by further disaggregation of the data. A good
econometric study of the determinants of property taxes would be
useful in this respect and it will probably have to be done for
different categories of properties which ate treated differently.

The data for such studies should be available in the Corporation's

registers.

There is good data to show that almost all areas in Bombay

City had experienced a price rise of at least 200Z and up to 1000%

in land values during the period 1958 to 1966. There should have

been an increase of similar magnitude from 1966 until now. The values

of new constyructions should reflect these increments. The following
reasons for the stagnation of real tax receipts along with large in-
crements in land values are offered ag conjectures:

i) New construction, while prominent, is mot enough in volume to
balance the losses in real taxes owing to rent control.

ii) The volume of black or extra-legal transactions has increased
with rising taxes at all levels. The proportions of rents going
into pugree, etc., may have increased.

i1ii) In case of new buildings congisting of small tenements with r.v.
less than Rs. 1200 the Municipal Aect allows for a remission of

28 to 307 of general tax for a period of 10 years. This reduces

lData froem Town Planning and Valuation Dept., Govermment of
Maharashtra, communicated by CIDCO officials.
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the effect of new coastruction on property tax receipts.

We must once again make the point that making properties
of low value €+g.; less than Rs. 200 liable to property tax may.
well be dysfunctional. As shown in Table 2, when guch properties
comprise as much as 357 of all properties and pay less than 5% of
tax revenue it could pay to concentrate the administrative resources
thus tied to tightening up assessments and collections at higher levels.

Rent Controls:

It is clear from the foregoing that although Bombay does
not suffer many of the problems that Calcutta does with respect to
the property tax, its trend in receipts is not markedly better. We
nete that

a. 1Its assessment cycle is of a reasonable duration.

b. Assessment is done by corporaﬁion officials and not by contract.
The Assessment and Collection Dept. does train its valuers
who then have to pass an examination before they can be
employad permanently.

c. Rates of the tax are the highest in the country and cannot
really be increased much more.

d. Vacant lands are taxed.

e. Owner occupiers are not given preferential treatment.

f. Multiple leasing is accounted for.

g. Collection rates are respectable aﬁd have been kept up.

In terms of administration of the tax the Corporation performs

well.
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The major problem here is that of rent controls which have
probably distorted the housilhg market in Bombay more than anywhere
else. The Bombay Rent Act was passed in 1947 which froze rents at
1940 levels or first rents for buildings constructed thereafter. The
ills of rent controls have been discussed already for Calecutta and
will not be repeated here. It is, however, worthwhile, reviewing a
recent study conducted by the All India Institute for Leocal Self
Govt. [N.D. Rajadhyaksha, 1973] which attempts to assess the loss to
Bombay Corporation due to the Rent Control Act.

The study compared rents prevailing in 1940 and those in
1970 in different categories of buildings. It then made estimates
of_the r.v. of buildings now existing which are affected by rent
controls and are thereby frozen at 1940 levels. Estimating possible
free market rents for these buildings according to current rents
prevailing in new buildings {and accounting for some depreciation)
it then made estimates of increases in r.v. It was estimated that
total rateable value of the City would increase/ggout Rs. 420 million.
That would mean an increase of about Rs. 132 million in taxes: current
total demand is about Rs. 250 million.

The study provides further interesting information on the
nature of pugree transactions. It ﬁas found that when a new tenant
takes up a lease he usually has to pay about 1000 months rent as a
lump sum of which 250 months go to the landloxd and 750 to the previous
tenant. This effectively means that the landlord gets 200% extra
rent in addition to the contracted rent. The tenant probably gainsg
what he paid at the time of his occupancy and part of what he has to

pay out again for his next apartment. It is then almost like a large
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down payment on a mortgage which one recovers when re-selling the
property. While one expects pugree payments because of the operation
of rent controls they are largef in Bombay than what economic analysis
of controis would predict. This is, bescause of the existence of
"black money’ (tax evaded money) which probably has a low discount
rate and is therefore of 1owef value. However, the figure of 1000
months is unreasonably high: For example, an apartment whosg rent is
Rs. 1000 a month would then fetch Rs. 1 million as pugree! [A figure
of 100 months rent secems more reasonable.] Therefore this subject
needs further research which.is intrinsically difficult because of
the illegzl nature of such transactions.

Tt is difficult to evaluate the accuracy of Rajadhyaksha's
tax increment estimates since it is not clear what would happen to
the housing market in the absence of remt controls. Imnvestment in
housing construction should increase the supply of housing and there-
fore decrease rents. His estimates would then be on the high side.
However, he used current disclosed rents in new buildings to approzimate
free market rent levels. These may well be too low when one considers
the existence of pugrees and other gimilar transactions. That would
make him err Jdn the low side. However, the study is a courageous
attempt to estimate the quantitative impactof rent controls even if,
it uses rather rough and ready methods of estimation. It remains the

only study of its kind.
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6.1

57.

Madras

Introduction:

Madras is 'less' of a city than the two others discussed already.
It is much smaller (1971 pop. 2.5 million) less built up and looks more
like a provineial capitzl than a metropolitan city. It is also much

poorar as the following table illustrates:

Fable 13: Fer Capita Income in Selected Cities.

Current prices (1960~62) Rs.

All India 334
Tamilnadu 354
Delhi 872
Greater Bombay 1180
Calcutta Metropolitan District 811
Madras Metropolitan Area 437

Source: Madras Metronolitan Plan 1971-91,
(Table 13). [Govt. of Tamilnadu 1$71].

It is, however, the premier city of south India and therefore demands
particular attention.

The Madras Metropolitan Area (M.M.A.) covers an area of about
450 sq. miles of which Madras City itself accounts for 50 sq. miles but
has 75% of the population. In addition to Madras Corporation the H.M.A.
has 3 municipalities, one cantonement and 24 town panchayats as the
local administrative autherities. Here we are only concerned with Madras

City.
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Although the Rural Development and Leocal Administration
Department «f:the Govt. of Tamilmadu has published a long term Madras
Metropolitan Plan and the Tamilmadu State Planning Commission [1973]
has published a perspective plan for urban development for the whole state,

Data for Madras City is still scarce. It is difficult to understand

how these plans were framed without an adequate data base.

The Housing Situation

HYadras is relatively less crowded than Calcutta and Bombay with
a population density of about 20,000/sq. km as compared with 45,000 for
Bombay City and 33,000 for Calcutta. The housing situation, thougﬁ, is
critical: about 257 or 0.6 million pecple live in slums and about
10-15 thousand are shelterless and live on streets and pavements. About
40% of households earned an income of less than Rs. 200 per month (accord-
ing to N.8.S8. data) in 1968-69. Overcrowding is high in Madras City -
partly because the city still has fairly large tracts of vacant or
undaveloped land: bkousing densities range from about 50 houses/1000
nopulation in the o0ld residential areas to about 130 in the newer areas.

The character of the stock of housing is indicated below:

Table 14;
Madras City: Housine Characteristics

Type of Structure Age of Buillding

z % %

a. b. b
Pucca 40 49. Up to 10 yrs. 60.4
Semi-Pucca 34 21.8 11-29 yrs. 25.7
Rutcha 30N 28.7 20 + yrs. 13.9

Hotes; Directorate of Town Planning.

b, M.S5.8. data, 19645-69.

Source: Madras Metropolitan Plan, 1971-91. (Table 45)
[Govt. of Tamilnadu, 19711].
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'Pucca' is permanent brick type housing, and 'kutcha' refers to mud huts
or other non-permanent type structuras.

Unfortunately, there does not appear to be any more information
on the nature of housing conditions in Madras City. This is a serious

lack given the need for such data for intelligent planning.

The Property Tax

Once again, the property tax base in Madras City is fairly
restricted. There are only about 120,000 assesses in a population of
about 2.5 million. There is no information readily available on the
breakdown of properties according to valuation. Doubtless, this informa-
tion could be tabulated from the Corporation'’s records.

The tax structure consists of 2 gemeral tax, water, drainage
and lighting taxes which are usually consolidated and seen as a single
property tax. The rates are progressive and the structure is shown in
Table 15., The Municipal Act prescribes a minimum and maximum/§§~1/2% and
25%Z so it camnot be raised further without amending the Act itself. The
Corporation has passed a resolution raising the highest bracket to 30%
but is awaiting amendment of the Act. In addition, as the Table shows,
an education tax of 4 to 5% is also levied bringing the total rates to
19-1/27% to 30%. Properties with r.v. lass than Rs. 36 are exempt.

A "High Power' committee was appointed by the Govt. of Tamilnadu
to look into the finances of Madras Corporation. They have suggested
raising the rates of both the Gemeral Tax as well as the Education Tax
as ghown in Table 15 [Govt. of Tamilnadu, 1972]. The Municipal Act places
a limit of 5% on the Education Tax and will therefore have to be amended in
this respect as well. Furthermore, the Committee recommended the exemption
limit to be raised to properties with r.v. less than Rs. 110: it was estima-

ted that only 1% of revenues would be lost. This is an eminently reasonable

suggestion.
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Madras is also subject to an Urban Land Tax which is levied
by the State. Detrails of that tax will be provided after discussion of
the local property tax.

Table 15

Madras: Structure of Property Taxz

Annual Value General Education Total
of Property Tax Tax
(Rs.) a b a b a b
"l

Up to 348 - - - - Wil

37 - 500 15-1/2 15-1/2 4 5 19-1/2  20-1/2

501 - 1000 21 21 4-1/2 5=1/2 25-1/2  26-1/2
1001 -~ 5000 22-1/2 25 5 6 27-1/2 31 -
5000 - 7060 25 30 5 p=1/2 30 36-1/2
7000 + 25 35 5 7 39 42

a. Current rates. Source: Corporation of Madras
b. Recommended by Govt. Committee. [Tamilnadu, 1972 .]

¢c. The committee also recommended the raisiag of the
exemption limit from Rs. 36 to Rs. 11Q.
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Assessment

The basis of assessment is again that of hypothetical rent
described earlier and r.v. is arrived at after deducting 107 for repairs
as usual. In practice, however, rent receipts are usually taken as the
basis of assessment. COwner occupiers are given an informal concession
of 10-15% on r.v. though the Act does not prescribe such a concession.
Where arnual value is difficult to determine r.v. is taken to be 6% of
c.v. which is the total estimated market value of land and the estimated
cost of the building less 102 for depreciation.

Under the existing Act furniture and machinery are excluded from
valuation of the property. This clause has induced owners to charge
separate rents for such standard fixtures as cupboards, washbasins, etc,
and to claim exemption of such rents from valuation. This exemption is
usually granted because of the Act.

Cinemas, concert halls, etc. are treated differently and the

following curious formula is used for valuation:

r.v. = 7-87 of 587 of gross annual receipts.
335 gn&?igg for tﬁe ;se of such a formula and it is not clear how the
figure of 58% was arrived at!

Puildings with multiple-leasing are assessed on the basis of
actual final letting value.

State Govt. buildings are assessed at 67 of c.v. while Central

Govt. buildings are now assessed at the rates prescribed by the Central

Covt. itself which have been mentioned earlier.

Valuvation is done every 5 yzars.
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Collection:

Tahle 16 gives the property taxes demanded and collected by
the Corporation of Madras from 1960-61 to 1971-72 and Table 17 gives the
same data at 1960-61 constant prices. Despite the fact that the efficiency
of collection has declined dramatically from 30% in 1960-61 to 66%Z in
1971-72 real taxes collected have risen by about 30% in the decade. Had
the collection rate been kept up a rise of B80% would have been possible.
This 1s a remarkably good record compared with the performance of Bombay
and Calcutta. One is hard pressed to find explanations for this difference.
Bombay has experienced far more new construction than Madras and the
Corporation has maintained a good collection rate and yet not gained a
marked increase in real taxes. In the absence of more data only
conjectures can be made:
i) A higher proportion of rents in Bombay is conducted in black trans-
actions and assessments are therefore lower. |
ii) The proportion of black transactions itself has risen faster in
Bombay than in Madras. This is plausible because of the relative
affluence of Bombay and the existance of a large number of very high
income ﬁeople, e.g., in the Hindi film industry. (The Tamil film industry
is not quite as prospercus!).
i1i) Assessment is more efficient in Madras. This is less plausible
since the corporation hag recently been superseded by the Govt. of
Tamilnadye . for mismanagement and corruption.

Even as conjectures these explanations do not seem adequate

and, once again, one can only appeal to the need for detailed studies
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Table 16

Madras: Property Taxes Demanded and Collected 1960 to 1972

i
{current prices)

Year det Index Net Index F 4
Demand ;1960-61}  Collection  1960-61} Collected
{(Rs. thou ) Y= 100/ (Rs. thou) Y= 100/

1960-61 21,816 100 19,634 100 90.0
61-62 24,708 113 22,196 113 89.8
62-63 27,690 127 24,811 126 89-6
63-64 30,875 142 26,825 137 869
6465 34,210 157 29,254 149 85
65-66 37,984 174 32,314 165 85.5
66-67 42,475 195 34,395 175 81.0
5768 46,156 212 35,564 181 77.1
68~69 49,832 228 36,879 188 74.0
69-70 54,749 251 40,257 205 73.5
70~71 64,724 297 42,532 217 65.7
7172 72,508 332 47,847 264 66.0

Scurce: Corporation of Madras: Assessment and Collection Dept.
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Table 17

Madras: Property Tazes Demanded and Collected 1560 to 1972

(1560-61 constant prices)

Year Net Index Net Index
Demand {1550-61 Collection {1560-61
{(E=. thoun) = 100) {Rs. thou.) + 100)
1960-61 21,816 100 19,634 100
61-62 23,531 108 21,139 108
62-63 25,173 115 22,555 115
63~-04 27,083 124 25,531 120
6465 27,813 127 23,734 121
65-66 23,995 133 24,667 126
66-67 30,124 138 24,394 124
67-63 28,491 131 21,953 112
68-69 30,201 138 22,350 114
69-70 32,2905 148 23,681 121
70-71 36,362 167 23,894 122
71-72 39,406 181 26,003 132
Note: The price deflatdr used is the c.p.i. for Urban Non Manual

Workers for Madras. See Appendix Table A-6 for eeries.
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suggesting the economic determinants of property tax. Only then could
we hope to find better explanations for differences between trends in
different cities. It must be emphasized here that standard economic
techniques will not work because of the existence of all the distortions
involved in the housing market. Imaginative ways will have to be found
for estimating the trends in tax evasion and deducing their causes.

A Review of Current Problems

Unlike Bombay and Calcutta municipal and govt. officials in
Madras did not express paramount councern with rent controls. The 'High
Power' Committee which reviewed the finances of the Corporation did not
even mention them as a problem. The relatively impressive rise in tax
collection also indicates that rent controls are not as big a constraint
here. That could mean that the supply of housing in Madras is adequate
for the demand -- the fulminations of the Madras Metropolitan Plan
notwithstanding.

The Committee made the following other suggestions which are
mostly desirable. [Govt. of Tamilnadu, 1972].
i) Buildings whare a.v. is difficult to determine are assessed at 67
of c.v. This should be raised to 107 and applied to State Govt. properties
as well.
ii) The Committee found widespread underassessment inta sample survey of
properties; This was more pronounced for commercial and industrial
properties. The establishment of a central valuation authority as well as
an ombudsman type individual was suggested.
iii) Tax rates should be raised as described in Table 15 and the

Municipal Act amended accordingly.
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this date to 1976. There is, therefore, ne guestion of capturing land
value increments except after long intervals of time.
Tha story of this tax provides information on what can be

expected of measurss designed to mop-up increments irn land values.
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Dalhi

Tatraduction:

Nelhi is rather unlike other cities since it has grown as a
city somewhat artificially as the capital city of India. It has owed
its expansion to the vast increase in governmental activity since
independence in 1247 and because of the stream of displaced persons on
the formation of West Pakistan. Of the four major cities discussed here
Delhi has the longest history —-— probably about 2000 years during which
it has waxed and waned as capital of the Horthern Region. As such, the
ce-tre of the city has shifted a number of times and, as a result, the
city has various ncdeswithout a real central business district. Tts

population prowth in the last 2 decades has been explosive:

1951 - 1.1 million
1881 -~ 2.1 million
i971 - 3.3 milliom

That thesge vast increases have somehow been accommodated is
no mean achievemsnt for any administration.
The city is looked after by 3 municipal authorities:

Delhi Municipal Corporation (D7C}) 320 sgq. miles
Tew Delhi Municinal Committee (MDMC) 5'sq. miles

Telhi Cantonsment Poard (DCB) 8 sg. miles

The NDMC has jurisdiction over the governmantal area of Mew Delhi in which

almost 807 of houses are govarnment owned. The Cantonement Zoard looks
after the military area on the fringe of Delhi which is almost totally

covernment owned. Fere we will be concerned with DMC only.
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The develovment of Delhi has been guided by the Delhi Develop-
ment Authority (DDA) since 1932 when the Delhi Master Plan was put into
operation. Recause of this there is a reasonable amount of infermation

available on the housing situation in Delhi.

he Bousing Situation

¥ost of the information in this section is taken from
NCAER [1972].

The average resident of Delhi is relatively affluent. The per
capita income of Delhi was estimated to be abPut Rs. 1428 in 1870-71
as compared with Rs. 589 for all India and Es. 935 for Punjab. Wowever,
presumably because of its rapid expansion a large proportion of the people
live in 'jhuggies’ {or kutcha slums). There have heen various estimates

of this slum population over the years: the range in recent estimates is

MCAER: 93,500 families = 0.4 million peorle
=4 157 of population
DMC 2 230,000 families = 1.15 million peonle

il

33% of vopulation
This would imply that even relatively well off people have to live in
since

slums because of the shortage of housing/ .- the income profile of

households in Delki is as follows:

Table 1§:

Distribution of Households by Income Class

Income {(Annual) %7 of Households
Rs.

Up to 1200 1.35

1200 — 3008 15,70

3000 ~ 5000 28,48

3200 ~ 7500 20.13

7500 ~ 15080 21.14

15609 + 13.04
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Tahle 19
Delni: The Houszing Situafion
Table 19-A Distribution of Households by Humber of Rooms
¥o. of Rooms 1861 1971
% A
1 63.4 52.0
2 23.7 25.6
3 7.0 11.7
4 3.3 6.7
5+ 2.6 4.0
Table 19-B Distribution of Households by Income and Huwher of Rooms
Annual Total ¥o. of Proportion in
Income (Y) Households in 1 room 2 rooms 3+ rooms
Y~Group
Re, (Thou) % A %
Up to 2400 o1 78.5 18.¢6 2.9
2400-7200 239 54.10 33.7 12.3
7200-18,020 112 20.0 36.0 44,0
18,000 + 33 5.2 13.7 81.0
Total: 475 47.2 25.8 27

Scurce: [MCAER, 1972].
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According to the NCAFR estimate then most housholds earming up

to Rs. 3000 a year would be living in jhuggies while the higher estimate
would put most up to about Rs. 4000 in that category. Tables 19A and 19B
show the distribution of households according to income and number of
rooms occupled. We note that the situation has improved ia the decade
1961 to 1971 during which the proportion of people in 1 room dwellings
has declined from 63% to 527 and increased in all the other categories.
Of course, the azbsolute number of households in 1 room dwellings has still
increased. Tt is also interesting to note from Table 198 that 57 of even
the highest income category live in 1 room unitg. Overall number of persons
per room is 3,05.

Table 20 provides information on the distribution of housholds

according to amenities:

Table 29
Digtribution of Households According tc Amenities

Amenities 1555 1579
Nil 20.2 30.0
¥itchen only 5.6 6.9
Toilet only 18.3 2.5
Bath only ¢.5 6.8
Kitchen -+ Toilet 5.5 3.2
Kitchen + Bath 1.1 5.0
Toilet + Bath 9.7 4.7
Kitchen 4+ Toilet 4+ Bath 30,1 46.9

It is difficult to intetpret this table as an improvement or
decline in housing standards. There has been a dramatic increase in "»:.aing
the number of households enjoying all
?the facilities while those with none have also imcreased. It could be
interpreted to mean an improvement for the high income hcuseholds along

with a decline for the low income households.
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Delhi has an unusually large number of owner occupiers: about
260 thousand households while there are about 220 thousand tenant house-
holds. The average annual rent assessad par rvoom for owner occupiers is
Rs. 870 and Rs. 460 for temants. This indicates that owner occupiers are,

in general, richer than tenants.

The Property Tax

Until recently Delhi has had the lowest rates of property taxes
among the major cities. The tax is composed of the general tax, water tax
(which cannot be levied unless a water connection is provided), scavenging
tax (which cannot be levied unless the service is provided to the area)
and the fire tax. The history of the rate structure since 1959 -- the

date of founding of DMC -~ is shown in Table 21. The rates summed to only

15-1/2% until 1968 and were uniform for residentisl and commercial properties.

There have been a succession of reforms since 1968 which have introduced
progressivity into the rates, raised them, and differentiated commercial
from residential properties. The rates now range from 16-1/2 to 31-1/2% for
residential properties and 25-1/2 to 31-1/2% for commercial properties. The
latest set of changes introduced marginal rates for different slabs of
valuation. This helps in reducing the incentive to evade at borderline
levels,

The D.M.C. also levies a duty on transfer of property at 3%

of c.v. at time of transfer.
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Delhis Rates of the Pronerty Tax

Year Annual Genaral Tax Water Scavan- Fire Total
Value , Tax ging Tax Tax
¢* ’Prop. % z yA A % & % %;
(Rs. Thou) a. b. a. b. a. u.
195963 ALl 16 190 1/2 : 1@-1/2 léflJZ
1963-68  ALL 11 1 03 1 1 12 15-1/2  15-1/2
1568-69 Up to 1i8" 10 3 1 5 1/2 14~1/2  24-1/2
1.8-8 11 16 to 24-1/2to 35-1/2
§=-12 12-1/2 18
12-20 15 21
20-40 17 23
40-100 - 16 25
100+ 20 28
69-72 Up to .6 19 15 5 r 5 1/2 16-1/2  25-1/2
6 12 16 | to 28-1/2%0 40-1/2
2 - 12 13
8-12 14 21
12-290 17 25
20=49 20 30
404 22 30
Margin Rate
72-74 Up to 1 14 15 5 1 5 1/2 16-1/2  25-1/2
1-2 12 18 to-31-1/2to 39-1/2
2-8 15 21 |
§-12 29 26
12-29 Z5 28
20+ 39 30

a. Rate for residential buildings.
b. Rate for commercial buildings.

Scurce: Delhi Municipal Corporation.
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Assessment :

The bagis of valuation is the normal one of annual rental value
less 10% for repairs. Although the Municipal Act proﬁides for the
inclusion of plant and machinery in valuation, it is, in fact, not done
because the courts have ruled against their inclusion in the computation
of standard rent.

Owner occupiers were given a remission of 25% on r.v. bv

convention until recently. While the Corporation now attempts to cha¥ge
them according to the market rental value the courts have ruled that
owner-cccupiers should be charged on the basis of standard rents. 1In the

case of multiple leasing vhe Corporation assesses the final lessee but the

owner can recover the difference from the tenants. Cinemas, theatres, etc.

are assessed in the normal way in Delhi -- not according to their gross

receipts. Vacant lands are alsc liable to tax in Delhi.

" Bzemptions are given In Delhi to the usual type of charitable,
religious, educational, institutions, ete.

Properties are revalued every third year. This is the shortest

assessment cycle among the major cities,

Collection:

Table 22 gives the property taxes demanded and collected by Delhi
Corporation from 1965-66 to 1972-73 and Table 23 gives the same data at
1960-61 constant prices. It was not posgible to obtain data for the
earlier years. Even the Assessment and Collection Department of the
Corporation did not appear to have the data readily. We note that at
current prices there has been an increase of 2007 in demand and in collec-

tion. We can attribute about 100% (roughly) to an increase in rates,
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Tabla 22

Delhi: Property Taxes Demanded and Collected 1965 to 1973

(current prices)

Year Met ~ Index Het . Index Z
Demand = f1965-66, Collection {1965-66 | Collected

(Thou Rs.) \ = 100; (Thou Bs.) = 100 / :
1555-66 28,106 100 18,234 150 64.9
66~67 31,204 111 15,194 89 51.%
67-68 34,703 123 20,152 111 58.1
68-69 46,104 164 25,839 142 56.0
69-70 54,658 194 35,284 184 64.6
70-71 61,559 219 41,580 228 67.5
71-72 66,504 237 40,899 224 61.5
72~73 83,964 299 55,342 304 65.9

Soutce: Delhi Mundicipzal Corporation

Table 23

Delhi: Property Taxes Demanded and Collected 1865 to 1973
(1960-61 prices)

Year Het 194 5=Hb Net Index
Demand = 100 Collection 1965-66
(Thou Rs.) {Thou Rs.)

1965-66 21;738 100 14,135 109
6667 22,448 103 11,5650 §2
6768 22,982 105 13,346 94
6869 23,636 131 15,049 114
69-70 32,927 151 21,255 159
70-71 35,583 163 24,035 170
71872 37,362 173 22,977 163
72-73 Price Index not available.

Note: The price deflator used is the c.p.i. for urban non-manual
workers for Delhi. Saze Appendix Table A.6 for series.
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starting in 19€8-69 and the rest to new construction. At constant prices
we find an increase of 607 over the 6 years. This is not an unimpressive
figure but is difficult to evaluate because of the vast expansion of Delhi
in population and in nsw construction. It is paradoxical that the
Corporation's collection rates increased after an initial decline only

after the tax rates were dramatically increased in 1968-&9.

& Review of Current Problems

Bent contrel problems figured prominently once again in the
concern expressed by municipal officials over preperty taxes. It is the
Corporation's experience that provisions of the Rent Control Act are mote
often observed by breach of them than compliance by the landlords. Land-
lords charge higher than standard rents in one form or‘ancther but pay
taxes on the standard rent only. Other earlier observations concerning
rent controls apply here as well and nothing further need be said.

i) Cinemas: are currently assessed at standard rent like any other
building. It would be better to find some formula reflecting their annual
returns inetead.

ii) Vacant lots in developed areas should be charged prohibitive taxes.

iii) Unauthorisad occupation of government lands is widespread. Since

it is the owner who is liable to pay property taxes no taxes are paid on

these properties The Act should be amended to provide for liability for such

construction falling on the squatters themselves. The other solution would

be to legalise such unauthorised construction.
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iv) N.D.M.C. areas are completely surrounded by the D.M.C. Their rates are
lower than the D.M.C. They should be ecualised for purposes of horizontal
equity.
v) Assessment should be done by better trained assessors. There is no
the

cooperation currently between fregistration and building permit wing of the
D.M.C. and the Assessment and Collection Department. Detailed plans and
estimates of all new constructions have to be submitted to the D.M.C. If
these were also made available to the assessment section it would make
matters much simpler. Furthermore, officialsz are freely transferred
between different departments of the Corporation. Developed expertise is
thus wasted on other tasks. TFurthermore, since it 1s generally recog-
nised that assessment is a 'lucrative’ task the incentive for corrupt
practices increases when it is known that the opportunity lasts for only
a few years.
vi) Corruption

It is generally known in Delhi that the assessment process is a
very corrupt one. 1 suspect that it is no less mor more than in other
cities but I have more perscnal experience of Delhi. It is a general
practice for assessors to ask for a fee for lowering the assessment on
one's property. Their bargaining power is high because of the slowness
of the appeals process. An assessee has to pay the assessed tax first and
then appeal for a refund if he so desires. The expenses of going to court
and other inconveniences are adequate for-him to bribe the official instead
and get a lower assessment. High municipal officials admit the existence

of such practices but feel powerless to alter them.
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8. Urban Land Policies

8.1 1Intrcduction

It is now a commonplace that speculatfon is rife in urban land
markess which is then instrumental in raising urban land prices to undesir-
able levels., This activity is said to be indulged in by unscruptlous
operators who make massive 'unearned’ profits which are not adequately
taxed., If there is anything that there is widespread agreement on among
policy makers it is that this phenomenon is detrimental to the social good
and that such unearned increments in land values should be mopped up for
public purpose. This kind of sentiment or belief has been set forth in
Plan documents since at least the III Plan but policy measures to implement
it have been notably lacking. There has not really been any analysis of
the causes of the phonomenon: only discussions of how to‘curb it.

Tt is certainly true that prices of urban land have risen in
relation to the general price index. The gquantitative magnitude of such
increases is, however, unclear: we have only sketchy data on the trends
in land values in a few cities. If there were a systematic price index
of land values it would be easier to compare its change with that in the
other factors of production. That the price of urban land should have
risen in relation to that of labor and capital is not, in itself, surprising.
An increased pace of industrial activity, which is usually located in urban
1reas, has raised their share in national income. The pace of urbanization
has accelerated in response and therefore pressures on the somewhat
limited supply of land have prown more intemse. As peripheral lands have
changed use from agricultural to residential or commercial use their value

has shot up. But cities have probably not expanded as much in area as
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they have in population., As a rasult of all these influences the producti-
vity of urban land has risen and therefore its walue,

That part of the increments in land values should accrue to
public account is undeniable--indeed it is eminently desirable. It is not,
however, so obvious that the increase in land values themselves should
be controlled. If it is granted that the increased price of the land

increased
reflects its/marginal productivity then controlling it clearly results in
eross misallocation of resources. It cannot be argued that the price is
artifically high because of monopolies since they do not exist in the land
market except where the govermment itself is the mcnopolist. Before going
further into this question it is instructive to examine what public

anthorities see as the objectives of such urban land policies.

co

<2 The Obijectives of Urban Land Policy

The following objectives of urban land policy are distilled from
those set forward in 1) Pifth Five Year Plan [Govt. of India, 1973], 2)
Committee on Urban Land Policy [Bovt. of India, 1266L]1, 3) Tamilradu
Urban Development Perapective Plan [Tamilnadu, 1973], 4) U.N.Regional
Seminar on Urban Development [8. P. Sah, 1972a] and 53) a paper on Urban
Land Policy by B. ¥. Sinha, et. 21,{1972]). Each objective is followed by
its source number as identified above.
a. To achieve an optimal social use of urban land [1,2,4,5].
This is merely stating the obvious which is the requirement
of any public policy.
b. To make land available in adequate quantity at right time
for reasomable prices to both public authorities and private

individuals. [2,3]. Or 'Eliminate Scarcity of land' [4].
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It is not clear what this objective means. One interpretation
is that the government, or some other agency, should develop
surplus land -- more than that currently necessary -~ continu~
ously so that it is readily available whenever someone wants it.
The implication is that not enough land is being developed
and 1is being sold at 'unreasonable' prices.

¢. To make land available for purposes consistent with economic
growth and‘social policy to different sactions of the community
and in particular to weaker sections [1,3,4]..

d. To reduce, and if possible, prevent concentration of land

ownership, rising land values, speculatiom, ete. [1,Z,4,5].

e. To allow land to be used as a resource for financing urban

development [1,4]. Or ‘to secure for public use a satisfactory
share of unearned increases in land values' [3].

We can interpret these objectives to be of 2 basic kinds: one
aiming at optimal allocation of resources, however defined, for development
and the second aiming at distributional equityy

Land prices are seen to be high in scme absolute sense. It is
not recognized or accepted that these vazlues reflect the rising marginal
productivity of land with increasing pressure of urbanization. If
one doesn’t believe in the efficient working of the land market and in the
marginal productivity theory of value it is difficult to find other causes
for vising land values. If, however, prices do reflect actual values then
cbjectives a and b can be seen to imply that urban land policy should ensure
use of land according to its price. Urban plans, zoning regulations, taxes,

atc., should all be geared to this end. We would then not see one floor
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housing--public and privata~-in prime areas as is the case in Hew Selhi
Achieving distributional =zquity is, of course, a rather more
difficult issue., Reducing concentration of land ownership and thereby
land speculation is unexceptionable. If, even then, land prices are high
in some sense so that the poor cannot afford housing should they be sub-
sidized? This problem is really a copundrum. If people are gainfully
employed their wage or income reflects their productivity. If they are
poor it follows that their productivity is low. If we then want to provide
subsidized land and housing for them we are really saying that their value
is more than they earn. The correct policy in that case 1s to raise wage
and salﬁfy levels. This argument applies in particular to subsidized housing
in the governﬁent sector. If the govermment valves the services of its
enployees so highly why does it not raise their wages?l Horeover, such
housing subsidiag 'are invariably reepressively distributed and a tied subsidy
leads to misallocation of resources anyway [A. Datta, 1973]. This is as
far as a ‘clean’ economic argument takes us. The problem remains: where
do the poor live and how do they live? The above argument implies that
the poor can live in areas with high land values if they are crammed into
high rise type structures or in insanitary slums as they are now. The
other solution is for them to live in peripheral areas of the city where
land is cheaper. The accompanying requirement iz for an efficient and
cheap transport system——itself a capital intensive expensive enterprise.
Yone of the solutions seam easy or easily acceptable which is why this

problem has been called a conuandrum: Perhaps, as J. P. Sah [1972b]

\
“I am indebted to S. Boothalingam (Sirector-General, N.C.A.E.R.]

for this strand of the argument.
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suggests, we have ro resign ourseives to poor housing and the conundrum
exists because academics and policy makers want to see a standard of housing
inconsistent with the level of development the country has. Poor urban
housing offends their sensibilities and by sucgesting subsidized L
housing they are recally increasing their own utility!

Associated with distributional equity is also the objective
of appropriating unearned increments in land values: While we have the
generally justified notion that when land values appreciate they do so
without any input from the land owners it is still difficult to define
what constitutes an ‘unearned’ increment. Increases usually occur because
of land development (which may be done by a public authority) and by a
ceneral increase in economic activity. The individual owner then reaps
the benefit of public activity and should thereforé be taxed accordingly.
Land is different from other economic resources since it appreciates in
value over time while others depreciate. It is in inelastic supply while
othere are not. It must, however, be pointed out here that while the
supply of land is dinelastic that of urban land is not since agricultural
land can always be converted. So we cannot carry tha idea of inelastic
supply too far. Is the whole increment in value unsarned? Should we not
allow the ovmer some 'normal’ return on investment, and allowance for
inflation, a reward for risk taking and, perh#ps, entrepreneurial ability.
These are ¢karly all difficult to define but have to be comsiderad if we
are to have horizental equity between owners of different Kinds of capital.
If the landowner also happens to be a developer but gains more in windfall
gains then a normal return to his development investment should all the

excess be taxed away? It may be argued that such an entrepreneuer would
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re-invest such gains successively and would therefore aid development
without hurting equity. He should, on the other hand, be encouraged.
Uith such imponderables and uncertainties an sconomist can only suggest
that all wealth should be taxed equally as should all kinds of capital
gains. If we are interested in growth and equity we can give incentives
for investments we consider desirable from this point of view.

Having made these general comments a review of various measures
for capturing windfall sains ffom land values is now offerad.

3.3 Capturing Gains Through Taxes

It is probably true to say that all the gains we are interested
in capturing would be captured if all the existing taxes were administered
properly. India already has the following taxes:

1. 1Income Tax

2. Wealth Tax

3. Capital gains Tax

4, Gift Tax

5. Estate Duty

6. Urban Land Tsx (in some stateas)

7. Stamp duty on transfer of property

8. Registration charges

9. Property taxes

10. Betterment levies (levied in soma states and cities)
All these taxes have already been discussed and therefore only a few general
comments are offered here.

One of the main problems affecting the collection of taxes

connected with land value appreciation is the existence of the so-called
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"parallel’ or ‘black’ economy. With high marginal income tax rates, there
is a great incentive to understate income. The income understated is then
illegal and can only be used for unaccounted purposes. Its use is there-
fore restricted and probably has a low discount rate. The transactions
it is used in then have artificially high prices. 1t is relatively easy
to use such money in land and building transactions. Thus the prices of

are

land do get bid up to unmsually high levels and the increments/ not liable
to tax since the full value canmot be legally registered. Two recent

government actions may alleviate this problem somewhat:

1. liargival Income Tax Rates: The 1974-75 budget has recom-

mended the maximum marginal tax rate to be decreased from
97.5% to 77% and correspondingly all the way down the tax

structure.

2. Undervaluation of Property: If the Government now feels

that a property is undervalued it has the option of buying
s it at the stated price. It-has further been suggested that
this option should be extended to the general public
[I. 8. Gulati, et. al., 1973].
Both these changes have been made in response to recommendations
of the Wanchoo Committec Direct Taxes Taquiry report [Govt. ef India, 1971],
but their effects have yet to be seen. It is encouraging to note that
"expert’ type committees do have gome effect on government policy.
Another general problem is that of the low pay and status of
tax officials. That corruption will arise when a Rs. 500 to Rs. 1000 a
month official assesses a-businessman earning Rs. 20,000 a month is not

surprising. Similarly, when a land transactionworth Rs. 200,000 is
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involved it is clearly not difficult to bribs the concerned official.

+ is also obvious that tax officiszls cannot be paid as much as the

]

]
[ N
(it

chest people in the systam, One can only speculate that if tax officials
wers among, the highest paid civil servants such corruption would decrease.
As wae shown inm the casc of the Tamilnadu Urban Land Tax, the
Tndian Wealth tax has such a host of exemptioms that all but a few of
tax assesses pay no wealth tax. These exemptions must be reduced for ;he
tax to have any effect.
Local Property Taxes have been Jdiscussed exhaustively but it may
be cmphasized here that if
i. Revaluations are made at reasonable intexrvals
ii. Vacant land is nect given any cencessions
iii. A Central Valuation authoritvy is formed
jv. As a result information on properties is shared with the
central tax system.
ineremente in land values would be captured adequately by the combination
of local nropertv taxes, the wealth tax and the capital gains tax.

.

5.4 Land Use Controls

The effcct of land use controls is really similar to that of
taxation: since the owners' choice set is restricted by controls part of
his property has effectively been expropriated. Theoretically, therefore,
we can regard the effects of tax and controls to be similar. Controls
being wore direct and peoples’ responses to land use through taxes being
somewhat unpredictable we can supplement the tax system with land use
controls like zoning, building codes, restricted lease patterns and so

Ornl,
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The most compreheneive attempt at control of land use im
India has been in Belhi  through the Jalhi MMaster Plan and the Delhi
Development Authority. The CIDCO New Bombay Plan is a similar attempt
with wider coverage but is yet to go into action. The Tamilnadu Urban
Development Perspective Plan and the Hadras idetropolitan Plan is only a
statement of intentions and policies implementing them have still to follow.

8.41 The Delhi laster Plan and Delhi Development Authority (D.D.A.)

The obiectives of the Delhi Master Plan were to contrel the
rapidly expanding city and guide its development in an orderly manner.
Its key objectives included distributional equity and the capturing of
windfall eains due to land appreciation., Its results, as can be expected
of any ambitious Plan, have-been mixed.

The Authorities notified &6,7N0 acres of undeveloped land
on the fringes of the then Nelhi and freoze priceé at 1959 levels. U.D.A.
has been largely successful in acquiring this land. Portions of the land
ware then allotted to different govermment agencies for develapment and
housing, In addition, some land was allotted to cooperative housing
societies. The 3.D.A. itself took a large proportion of the land and
then slowly developed it. It was decided that all the land was to be
given out on leasehold only. Maximum and minimum limits were placed on
plot sizes. An individuzl could not own more than one plot in Delhi--this
clezarly prevents concentration. Mo change in land use is allowed for 10
jears~—indeed no transfer of property is allowed for 17 years without
the permission of D.D.A. Turthermore, the deed entitles the authority
to claim up to 50% of the increase in value at time of transfer. This

measura mops up the increment in land wvalues.
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The D.D.A. auctioned commercial and high income plots at what-
ever prices it could get. These prices are usually sky high so critics
of the D.D.A. charged that the Authority itself is responsible for
speculative price vises. {Ashish Bose, 1972b]. It further allots
houses on a hire-purchase scheme to low incqmé {less than Rs.7200/yr)
and middle income (between Rs. 7200 and Rs. 15,000/yr) people. This is
done on a no-profit basis, i.e., cost of land, development, construction
is taken as the price. The leases are for 99 years with certain restrictions
on transfer mentioned above. The cooperative housing societies formed
were from certain kinds of professional groups, displaced persons from
West Pakiétan, categories of Civil Servants, etc. Many of these societies
have fairly large plots (500 to 1000sq. yds.) which have been leased to
society members at prices merely equal to cost of land and development.
What are the results of this massive experiment? Admirers of
the scheme would say something like:
‘The D.D.A. has been doing a commendable job of clearing
undeveloped land in and around the Urban Territory of
Delhi and developing them into model colonies and suburbs
+«.The whole policy of D.D.A. is aimed at eliminating
speculative holding of land, ensuring that developed sites are
available for building houses when needed and appropriating for
the community the unearned increment arising from the sale of
developed building plots and buildings.' [B. Nanjundaiya, 1971].
D.D.A.'s model is then recommended for other cities in India. Those taking
a more critical view of the scheme would note:

a. Land prices have skyrocketed since the price freeze in 1959.
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The reason: D.D.A.'s acquisition of all land curtai;ed
the supply drastically to the driblets it released ian its
azctions. The auction prices are then scarcity prices not
ftrue’ prices. Sympathetic price rises also took place in
earlier free-hold areas. On the demand side there is the
burgeonine diplomatic, academic, foreign consultant and
hiszh burezuecrat: @ community all demanding luxury housing.
The allotment by lottery benefits a very small proportion
of those in need. This is clearly horizontally irequitable.
Those who are alletted so-called low and middle income
housing are not really low income if the true distribution
of income is seen. Furthermore, the civil servant types
who gained lands at ridiculously low prices in cooperative
gocieties built luxury houses and reated to the ready
demanders at pretty high prices. Thus vertical equity

guffered zs well--indeed the whole schieme was probably

N

regreassive.

Yith the restricted supply of land and slow development
whole new unauthroized ramshackle neighborhoods sprang

up in respomse to the heavy demand for low-income housing.
Iilepal developers gained greatly from these unauthorized
colonies.

The restrictions on transfer of property and stipulations
concerning unearned increments induced yet another black

market. Properties are now transferred illegally and with-

out registriction: the buver pays the current price of land
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in addition to whatever the structure might cost. The
property remaing under the original lessee's name and to
that extent the nev owner takes a risk. He is willing to
take this risk because of the non-availability of legal
DYOperty.
f. Superficially, New Delhi does have a planned neat look
about it which is aesthetically pleasing as long as one
ignores the unauthorized slums existing next to every posh
neighborhood’
(The ahove discussion draws heavily from [Ashish 3ose, 1972b])
The foregoing may be seen to be unduly harsh on a plan which was
essentially well intentioned. It may be argued that all of the various
kinds of ingenious schemes people indulge in to set around the law cannot
be predicted nor imagined. That may well be true but it capnnot be denied
that cven a simple understanding of the working of the land market would
have predicted the result of a severe restriction in supply.

What

2
o

re the alternatives? Ashish Bose suggests:
i. The D.D.A. should have a massive House construction scheme in
addition tc its land activitises,

ii. The D.D.A. should develop land only for the poor and middle income
classes and leave the rich to their own devices.

iii. The D.D.A. should aim at block housing and vertical expansion
-and discontinue sale of individual plots. Private housing and
development companies should be let loose: if there are low
returns on housing‘fhe combined returns on land and housing

should eive adequate returns to the private companies to go into

opatation.
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iv. The buildings DY¥-laws should be revised from their colonial
standards to the more realistic needs of poorer people today.
Furthermore, there should be an assault on Lutyens’ Delhi with
iteg vast colonial mansions housing ministefs, generals and high civil
servants. The urban sprawl of Delhi cannot be expanded much more without
the provision of an adequate transport system. The energy shortage does
not help either. 1In such conditions it is criminal to use prime land for
lawns, avenues and mansions.

8.42 CIDCC and New Bombayl

The CIDCO plan for New Bombay has many .of .the features of
Delhi's Master Plan but has the crucial difference that a completely new
city is being plammed

CIDCO has also notified all land in the New Bombay area and is
in the process of acquiring it. Prices were similary frozen at 1970 levels,
but various metheds are being used for compensation. In the case of
agricultural 1énés, for example, the capitalized value of annual creps is
being offered. All the land is to be owned by CIDCO and offered on 60
year lease for residential purposes and 30 year lease for commercial
purposes. Plots will be leased almost at cost, i.e., land costs and davelop-
ment costs and small profit (not precisely defined) for residential areas
and at whatever market price is available for commercial plets. House
construction will also be undertaken and will be self-financing. Higher
income housing will have higher than cost pricing to subsidize lower
income housing. The housing sector is then self-contained but with cross

subsidies within it. The subsidies start at households earning less than

lMuch of the following is drawn from [CIDCO,1973] and private com—
munication with P.C. Nayak, Mg. Bir. and Srish Patel, Consultant to CIDCO.



o1.
Rs. 500 a month. CIDCO astimates that about a third of its residents will
be go poor that they will not be able to afford aany brick housing. It
therefore plans to provide site and services type of developments to such
residents. Designs and methods for low-cost housing will also be provided.
Development will not be done indiscriminately but according to what the
market can bear.

In additioﬁ, the Plan has an ambiticus transportation system;
the schooling system is envisaged to be particularly high in quality as
well as innovative; the city is planned as a nodal city so that as many
peeple 23 possible work near where they live.. It is, of course, a matter
of speculation as to how many of thesc objectives will be realized.

As far as the land market is concernad it is clear that the Plan
suffers from many of the defects of the Delhi Master Plan and 0J.D.A. It
is, however, different in that it is a completely new city and that CIDCO
plans to release and develop land according to demand. How the demand
will be measured remains to be seen, Another significant difference is
that with the nedal pattern the plan envisagzes a vhole spectrum of inccme
classes to live in each neighborhood. The problem of the poorest third
is explicitly recosnized and GIDCO also plans to go massively into housing.
Mot as many restrictions are placed on transfers of property: CIDCO does
not claim unearned increments but it does reserve the right of pre-emptive
purchase. Land prices are expected to be controlled by CIDCC's responding
to the market demand for housing and land as it develops—-much as a buffer

to
food stock operates/control food prices.
It is difficult to foresee how successfully all these policies

will work. Omne of the enceouraging features of CIDCO is that it is employing
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as consultants various promineni cntreprancurs in the land and housing
market of Bombav. Such people ars acutzly conscious of tha workings of

the market —whita as well as black., Whether they wilil function any better

than usual planners remains to

o
KB

seen. The kind of problems that have
arisen alrecady are mostly associated with lack of demand. For example,
there is a disincentive to buy from CINCO since no payments can be made
in black money. Uatil good corrmnications are developed with Bombay it
is going to be difficult to lure economic activity across the water.

ﬁy suspicion is that, eiven full goveranmental support and

competent administration, the Plan may well work well up to a ceriain

n

2]

stag I, howaver, conditions of scarcity develop results sinilarly to
Telhi will appear.

8.63 liadras Urban Devolopument Plan

Govt. of Tamilnadu, 1971.1%273]

Both the ‘ladras “letropolitan Plan and the Tamilnadu Urban
Nevalopment Persnective Plan are not precise enough to be discussed im
anv great detail. As far as land policy is concerned massive land
acquisition is proposed in the normal way to control land values aund to
captura uneafned increments. The main difference is that the State Planning
Commission has asccepted socialization of all land as an objective. It
is difficult to understand this siven the fate of the Tamilmadu Urban Land
Tax Act described carlier. Yhatever the merits of socializinz all land
it is clear that it is not politically possible in the near futurce and is
therafore irresponsible to include even in a perspeciiwve plan.

1

Onz other aspect of the Plans needs comment : when estimating

housing needs existing non-pucca structures are excluded from the stock of
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housing and therefore astronomic figures arrived at for requirements.

This is a eclear care of well intentioned but economically unsound approaches
to planning. Te have to recognize that the country i3 poor and that there
is nothing wroug in living in kutcha houses: indead many of them arc more
habitable than matchbox type low income housing.

8,5 Confiscatorv “Teasures: Urban Property Ceilinnsg

In addition to the use of taxes and land use controls coniiscatory

measures can be used to curb the increments in land values (or to capture

]

part of them) and to approach distributional equity. The imposition ©

land ceilines in rural areas has led to pressures for urban land ceilings.

The idea has ~ained a measure of popularity in political circles as a

concession to the farmers' lobby. As a practical policy, thoush, to achieve

the goals of squity and efficient resource allocation it is an i1l conceived
idea.
The objectives of urban land ceilings can be stated to be:

i. Counter speculative gains which accrue to private parties througa
risine land prices and let these gains accrue to the state for
priority investmeant.

ii., Redistribute existing housinz in favor of the pocr.
iii. 7=duce cdncentration of Qealth.
iv. To discouraze luxury housing but not to reduce housing supply.
Speculative gains usually evade taxes and end up as conspicuous
consumption. A ceiling on urban property will not affect such speculation--

assuming it exists--except that large propertiss will in some seuse go out

of the market. However, the ceiling is defined it is not clear how the

i

lThe following discussion is based on [A..1.Khusro, 1973], [Wirmala
Banerjee, et. al.,1272a} and [F.I.C.C.I, 1872].
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increments
state will capture unearned '~/ - ¢ in value. If the eeiling is in

phvsical terms the excess property will be acquired once and for all and
re~-sold. If compensation is offered at market prices as the law currently
requires it is unlikely that the goveramment would gain much in re-sale

If the ceiline is in value terms and the value keeps rising will the

1

sovernment accuire the excess periodically? If it pays the market value
at each stage it is the owner who is geaining increments in land value:
1%, however, the government does not pay market values--assuming the law
is chansed--owmers of urban proverty are discriminated against relative
to other capital owners.

Since properties which are in excess of the ceiling are likely
to‘be luzury structures the p&or will not benefit from their acquisition.
They will merely be transferrad to other rich people who do not own such
property. If the original owner 1s compensated there is no effect on the
concentration of wealth since he 5as merely changed his portfolio of
capital holdines. There is, of course, less concentration of urban proparty.

The supply of luxurv housing will clearly be curbed as far as
larce properties are concerned. If the ceiling is in physical temms the
intensity of luxury will increase in the smaller units. Since it is
generally accepted that low income housing does not provide adequats
returns for private investment we cannot expect an increased supply of
housing unless specific incentives are provided for such investment 'as
an accompanying measure. In the absence of these incentives it is relevant
to ask vhat will happen to the investment diverted from luxury housing.
Part of it may go in more socially productive channels but part of it is-

always black monev. We can expect that part to go in increased conspicuous
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congumption. UWorse, with restricted opportunities at home and being

' abroad.

illegal anyway we could expect the flight of ‘black capital
In addition to these substantive difficulties urban property
ceilings are also fraught with a host of practical difficulties: which
valua of property is to be taken into account -- before the law or after?
In case of excess property which property does the government zet? Where
a praperty is one unit how 1s it to be divided and then distributed?...
and so on.
It is therefore clear that urban property ceilings cannct be
expected to achieve any of the objectives usually put forward. A judicious
combination of taxes and land use controls would achieve these objectives

much better.
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S. A Concludins Comment

Throughout this review much accent has baen laid on the role

of the market as an allocative mechanism and that of prices as signals
in the traditional economists® manner. This do2s not arise from any
veneration of the sacrvosanct market nor amwy belief iﬁ the market being
superior to cantral controls My approach is an eclectic one: use the
Hmarket wvhere it is easy and usgeful; do not over-burden the govermment with
tasks it cannot do- do mot control what cannot be controlled without
draconion measures. At the same time, do not expect the market to
accomplish everything--least of all equity, use controls in ways which
induce pecple to obey them: usc quantity signmals where they are superior
to price signals. I do bellieve that the market operates reasonably in
urban lands and housing and provides good signals. The govermment does
have to make use of these sipgnals and plan accordingly. The market, for
example, tells us that people will not invest irn low income housing be-
cause of low returns. The governmant can then either it=zelf make such_
investments or provide tax and other incentives for private efforts. If
it is true that black money has a low discount rate the Government could
even induce people to invest it in low-income housing with no questions
asked and perhaps get encouraging result:.

Appeals for more data have besn mads at various points in the
gtudy. EHconomists are never satisfied with the data they are given. 1In
this case though there is 2 veal dearth of zood data on all aspects of
the urban housing and land markets in India. There arve difficult problems
to do with black money which cause this dearth but official agencies have
not even been collacting data on the existing stock of housing and

characteristics of their occupants. Only 1f more of this kind of detailed
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data is made available can more interssting questions concerning the
determinants of property taxes, their incidence, their effects on other
economic variables, their influence on locational decisions, etc., be
approached.

Urban economics is a new field in the U.S. and Europé and econcmic
models of cities are only now being suggested. I believe that models of
cities in poor countries will have to be substantially different. The
nature of these cities is different and the trends of urbanization are
different. Furthermore, we cannot compare them with cities in the U.S.
and Burope in the nineteenth century since the situation is once again
qualitatively different ~- at least demographically. Only when such models
are forthcoming can various aspects of the land and housing market be

studied in a intergrated manner.
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Aprendix Table A-1

Income Tax Rates

Apnual Tazable Tncome (Rs.) Marginal Tax Rate (¥
- 5,000 Nil
5,000 -~ 190,000 19
10,001 - 15,000 17
15,001 - 20,000 23
20,000 - 25,000 | 30
25,001 - 30,000 40
30,001 - 40,000 50
40,001 - 60,000 60
60,001 - 80,000 70
80,001 - 100,000 75
100,001 - 200,000 80
200,001 + 85

Source: S.M. Bamerjce [1273].

Notes:

1. Agricultural income is not taxable.
2. Certain deducticns are allowed.for coantributions to provident fund,
life insurance premiums, ete.
3., There is an Income Tax Surcharge of i) 107 of taz - where total
income does not exceed Rs. 15,000. 1i) 15% of tax where
total income exceeds Rs. 15,009.
4. According to the latest budget proposals for 1974-75
a) The surcharge will be 10% of taxes for all incomes
over Rs. 15,000,
b} All tax rates have been scaled down with the maximum
marginal rate now being 704.
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Appendix Takle A-2

Health Tax Rates

Value of Net Wealth  Marginal Tax Hate Marginal Tax Rate &dd. Urban
(Rs.) (Individuais) (H.U.F.) Wealth Tax
A % Rate
. Z
1. Up to 100,000 Nil nii Wil
2. 100,000 - 200,000 1 Nil Hil
3. 200,000 - 500,000 1 1 Hil
4, 50,000 - 1 million 2 2 5
5., 1lm. - 1.5 m. 3 3 7
5. 1.5 m. + 8 8 7

L. Vhere wealth exceads Rs., 100,000 (for individuals) and Rs. 200,000
(for H.U.F.) tax is payable on tetal wealth, i.e., not mersly on
excess. However, no tax can exceed 10% of excess.

Hote: 1. The additional wealth tax is levied om any land and buildings
owned by the assessee in urban aress, i.e., towns with population
over Rs. 16,000,

2. The new budget proposals for 1974-75 have raised the marginal
tax rates from 2 to 3% for category (4) and from 3 to 4% for

category (5).

Source: S.1. Banerjee {1973].
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Appendix Table A-3

Fstate Duty

Value of Estate Marginal Tax Rate
{(Re.) pid
Up to 50,000 Nil
50,0600 - 100,000 4
190,001 - 260,000 10
200,001 - 350,000 15
350,001 -~ 500,000 25
500,001 - 1 million 30
1 m. - 1.5 m. 40
1.5m =~ 2,.0m 50
2.0 m. + | 5%

Source: 5. M. Banerjee [1973].
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Appendix Table A-4

Gift Tax Rates

Annual VYalue of Gifts HMarginal Tax Rate
(s.) 7
1- 5,000 il
5,001 - 20,000 3
20,001 ~ 50,000 10
50,001 ~ 100,000 15
100,001 - 209,000 20
200,001 - 500,000 25
50,001 - 1,000,000 30
1,000,001 — 1,500,000 40
1,500,001 - 2,000,000 50
2,000,001 + 75

Hote: Thare are various exemptions from the gift tax related to
charitable gifts and those to dependents and spouses.

Source: §.N. Banerjce [1973].
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Appendix Table A-5

Revenue of Central and State Governments in India
{in millions of Rs.)

Centre States
At At At At
Current Constant Current Constant

Fzazv Prices Index Prices Index Prices Index Prices Index
1955-56 4,812 55 5,595 64 3,561 =7 4,141 57
60-61 8,775 100 8,775 100 6,233 100 6,233 100
61-62 10,368 118 10,066 115 6,684 107 6,489 104
62-63 14,275' 163 13,341 152 8,041 129 7,515 121
63-64 18,461 210 16,632 190 9,489 152 8,54% 137
64~65 20,806 237 17,054 194 10,360 166 8,492 136
65-66 23,204 264 17,849 203 11,369 182 8,745 140
66-67 24,732 282 17,417 198 13,274 213 8,455 136
67-68 25,536 291 16,265 18e 15,144 243 9,646 155
68-69 27,592 315 17,142 195 17,360 279 10,783 173
€970 30,276 345 18,349 209 20,023 321 12,135 185
70-71 33,403 381 7 18,766 214 22,813 366 13,187 212
71-72 34,843 397 19,574 223 25,228 404 14,173 227

Source: Central Statistical Organisation: Basic Statistics Relating
to the Indian Economy

1950-51 to 1970-71. Hew Delhi, 1973. (Tables 73,74).

Mote: Price Deflator used is the c.p.i. for Urban Non Manual Workers -
all India Average. See Appendix Table A.6 for =eries.



All

Ind

1955-56 86
56-57 93
57-58 25
53~59 o7
59-560 23
60-61 100
61~52 103
62~63 107
63~64 111
64=65 122
65-65 130
66-67 142
67-68 157
6669 161
69-70 165
70-71 173
71;72 178

Hote:
Source:

ia

The price index is the ¢.n.i. for urban non-manual workers.

i) c¢.s.0.:

ii)

i,

Avpenddx Takle A&

Price Indices

Calcutta Bombay
100 109
101 102
106 106
111 i1z
1156 122
123 13§
135 13¢@
149 150
136 155
150 1560
169 167
173 171

YMadras

1090
105
110
114
123
131
143
154
154
158
172

134

145,

Delhi

100
104
1ge
114
123
129
139

151

173

178

Basic Statistics Belatins to the Indian

Hukherjee (1969)

Table 4.1.

Heonomy 1950-1951 to 1970-71 (Table a)
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